| ncome from households non-SNA production: A reviewt

by A. Sylvester Y oung?

1. Introduction

The objective isto introduce the reader to issues relating to households' non-SNA production
especidly in connection with the andyss of the digtribution of income and poverty.

2. | dentification of Household Production

The production of goods and services by households can be split into production intended to
be sold or exchanged (market production) and that to be consumed by the household itsdf or givenfree
of charge to another party (non-market production). The former iswithin the ambit of the System of
National Accounts (SNA)® economic production boundary (para. 6.18 (a)) and called  SNA market
production’. The latter can be further divided into the production of goods, the production of paid
domestic services and owner-occupied housing services and the production of other services. Thefirst
two aso are dmost wholly* included in the SNA economic production boundary (paras. 6.17, 6.18
(b)) and referred to as* SNA non-market production’. The third type of household productioncongsts
of formd and informa unpaid volunteer services and those other domestic and persona services that
are consumed within the household, both of which are explicitly excluded from the SNA economic
production boundary (paras. 6.17, 6.19).

Among the latter, we further distinguishbetween* personal activities (mainly physiologica and
recreationa such as edting, deeping, exercisang, etc.) and the rest. * Personal activities are defined as
those services consumed by an individud that cannot be performed by anyone ese other than that
individud. Sucheactivities are not consdered to be ‘ productive in an economic sense’ (para6.16) and
are therefore excluded even from the genera production boundary of the SNA. We refer to them as
‘non-productive activities .

The remaning domestic and personal services, such as doing the laundry, preparing meds,
caring for adultsand children, managing and upkeep of the household, etc., aswdl as unpaid volunteer
sarvices are taken as productive in an economic sense and fal within the SNA generd production
boundary but outside its economic production boundary (para. 6.16). Suchservicesarereferred to as

! A verson of this paper was written as an input to a proposed manud of The
Canberra Group on Household Income Statigtics.

2 Bureau of Statigtics, Internationd Labour Office, Geneva
3 SNA (1993).

4 Provided the amount of such goods s ‘ quantitatively important” with repect to its
nationa supply (para. 6.25).
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‘non-SNA production’ while the combination of SNA market production and SNA non-market
production makes up ‘ SNA production’.

Thecriterionusedfor deciding whichpersonal and domestic services should beincludedinnon-
SNA production is caled the ‘ third-personcriterion.” It wasfirg introduced by Margaret Reid (1934)
asfollows

“... Household production ... consists of those unpaid activities which are carried on, by and
for the members, which activities might be replaced by market goods, or paid services, if
circumstances suchasincome, market conditions, and persond inclinations permit the service
being delegated to someone outside the household group.™

An dternative way of defining it is that anunpaid household activity isproductive if it could be
delegated to someone else while achieving the desired resuilt,? or again asin the SNA:

“It is dso possble for a unit to produce a service for its own consumption provided that the
type of activity is such that it could have been carried out by another unit.” (Para. 6.9)

Some difficult pointsarise out of theabove cons derations for identifying household production.
Thefirg isthat the distinction between goods and services produced by households, as proposed in
the SNA, is blurred. For example, fetching firewood is considered as production of goods, while
cooking amed is a sarvice on the grounds that the med is consumed immediatdy while the firewood
can be stored and o has the potentia of being sold in the market. The meal however can aso be
stored. Goldschmidt-Clermont (2000) has argued that, even on operationa grounds, al non-market
household productionof goods and services should be treated together and not ‘ atificialy’ separated
asin the SNA. One advantage of adopting thisisthat it will thenbe lesslikely for household production
to be omitted during data collection to the extent thet it is done a present.

Another grey area is in the use of the ‘third person’ criterion to identify productive unpaid
household services’. Some activities, e.g. bathing onesdlf, can in theory be performed by athird
person, and indeed in certain times this was the case for certain persons. Y et inmany societiesit is not
usudly congdered as productive. In short, socia norms can affect the gpplicationof this criterion. On
the other hand, gardening, playing with children stisfy the third person criterion but some would
consider them leisure and not necessarily productive®. Sdif-education is also difficult in the sense that
as no one ese can learn for you it is supposed to be persond, but there is still some debate about its

°Reid, 1934, p11, first quoted in Goldschmidt-Clermont, 1982.
Joyce et al, 1999.
’See Goldschmidt-Clermont, 1993 and Chadeau, 1992 for further discussion.

8Jackson, 1997.



3

excusonfromnon-SNA productior®. Therearea sosomeactivities, likebaking a cake for your child's
birthday, whichindude some dement of adirect inter-persona reationship that a “third person’ cannot
produce and yet this activity aso has some productive dement. Again, it hasaso beenargued that for
the output-based va uation method described bel ow what isimportant is the existence of an output with
amarket vaue and not the reasonwhy the corresponding activity was carried out. If o, it should then
aso be unimportant who carries out the activity and how it is carried out which would expand the
acceptable activities beyond those satisfying the third person criterion.

Goldschmidt-Clermont (2000) argued that, as currently stated, this criteriondoes not require
that an equivdent market activity exist. It may however be useful to incorporate the notion of
‘ggnificance of the non-market production of a service for the nationa economy’, Smilar to the one
used for SNA non-market production of goods, for two reasons. If aserviceis hardly transacted inthe
market because it is socidly unacceptable or too esoteric, vauation at market prices will become a
problem. For example, valuing adult care in asociety in which care of the ederly by non-household
members (market inditutions) is virtudly non-existent. On the other hand, if a service is dmost wholly
transacted in the market then vauing the rare instances of non-market occurrence may not be worth
the while. An example of thisis that in a society where pipe-borne water to households is the norm,
fetching water from a stream will be a rare activity which may not be worth pursuing. In short, it is
necessary to take account of the implication in Reid's definition of the third person criterion that
corresponding market goods and services should exist.

The blurring at the boundary between non-SNA production and non-productive activitiesis
however not unusud for boundariesin statistical practice. It therefore does not detract fromthe use of
this criterion for identifying non-SNA productive activities. Some arbitrary decisions have to be taken
by countriesonindusonof the affected activities. The risk of creating non-comparable Satisticscould
be minimized by having an accepted internationa classification of dl activities.

As gstated earlier, forma and informd volunteer services are non-SNA production activities.
Informal volunteer servicesare those activities performed by household members, mainly ontheir own
initiative, hdping neighbours, friends and other non-household persons. Forma volunteer servicesare
those performed through organized inditutions, i.e. Non-Profit Inditutions Serving Households
(NPISH).

3. The Importance of Household Production

It has been recognized in many fora'! that there is a need to take account of non-SNA

%V arjonen, 1998; Gol dschmidt-Clermont, 2000; Ironmonger, 1997, 1999.
1% arjonen, 1998.

MWorld Summit on Socia Devel opment, Copenhagen 1995; UN Report on the Decade for
Women, 1985 quoted in Jackson, 1997; UN 4™ World Conference on Women, Beijing 1995
quoted in Joyce et a, Aug 1999.
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productioninnationa policiesaswdl asof itsimplications for development planning and programming.
Thisisparticularly important inmeaking visible the work of womenespecidly, but aso of men, and ther
contribution to economic and socid well-being.

Thepoint at issue isthat the household economy isan economy inthe same sense asthe market
economy and that these two systems, while running in pardld, complement each other. All the
traditional andyss carried out inthe latter canaso be used inthe former to andyseitsinterna structure.
In addition, the andysis of the interactions between them and of ther complementarity gives a more
complete picture of the economy as a whole and the method of utilization of dl available resources.
I[ronmonger (1999) has argued for the measurement of household non-market productionof goods and
services separately from market production as these are in redlity two different production systems.

In recognizing the economic importance of household production, SNA 1993 proposes that
this productionbe measured in a set of satdlite accounts (paras. 21.4, 21.18, 21.46 and 21.47). Such
accounts, while consistent with the core system, are separate from it and greetly contributeto abetter
understanding of the total economic system.

The find goods and services consumed by households come from those purchased from the
market, from their subsistence production and from their non-market production. The chosen mix of
these sources of consumption products depends on monetary income level and the self-evauation by
households of their own production (in quditative terms) as contributing to their qudity of life'2. An
example is the choice made by some parents to take alower income from a part-time job in order to
gpend more time caring for their children rather than hire someone to do so. An examination of this
parent’s gatus purely on monetary terms from the part-time job could misnform the andyss.

Statigtics of household production could be used for various anaytic purposest:

S the relative importance of unpaid work (vishility of unpaid work): the contribution of unpaid
work to ‘extended GDP, its evolution and its rdaionship to the amount of paid work;
extended consumption and extended income of sub-groups of the population;

S the interactions between the market and non-market sectors. dynamicsof productiontransfers
between these systems; relative shares of market/non-market production in extended GDP,

S the dynamicsof the household economy: rdaive shares of different household activitiesinnon-
market production; examination of the household activities, the goods and services produced,
at what cost, by whomand for whom or for what purpose; andysis of household consumption
and extent of utilization of al resources,

S income inequality and poverty: achievinga‘more’ complete measure of income and well-being
by taking account of non-market production and its possible substitution for reduced market
income in some ingtances,

2Gol dschmidt-Clermont, 2000.

13 See Goldschmidt-Clermont, 1993; Ironmonger, 1997; Varjonen, 1998; Varjonen et d.,
1998.
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S formulationof socia and economic policies. for example, inditutiona cost of adult carereative
to home cogt for formulating a policy on adult care; and

S response to policy changes by households of different economic size, structure, family
compositionand socid responghilities: for example, during recession the shift from restaurant
mesdls to home medls or from purchased laundry servicesto own laundry.

Work to assess the economic importance of this productionstarted asfar back asinthe 1920's
dthough for along time it was mostly done in academic circles'®. Activities are being planned or have
beenexecutedinmany countriesto integrate the collection of rdlevant Satistics, particularly throughtime
use surveys, into nationd statistics programmes™. Recently, an International Seminar on Time Use
Studies was organized by the Minidry of Statistics and Programme Implementation, India, in which
preiminary results of thar time use surveys were presented. Goldschmidt-Clermont (2000) gave
examples of such surveys conducted in some other developing countries while Horrigan (1999)
described proposds for doing so at the nationd level in the USA.

The importance of household production statistics can be demonstrated not only be ng
its vaue but sometimes through measures of volume of this production or the amount of labour time
involved in it. For example, to assess the amount of paid work rdative to unpaid work, time isenough.
Hussmanns (1999) discussed the importance of time use surveys for labour gatistics both in terms of
better measurement of these Satistics as well asthar andyss vis-avis unpaid work. Also, examining
the contribution of specific household activities to extended consumption can be done using physica
quantities; for example, comparing the passenger-kilometres of home transportation with that of the
market?®.

Timeisaresource over which many households have contral. Their choiceinapportioning this
resource between market activities, non-market productive activitiesand other activitiessuchasleisure
and sdlf-education affects their well-being and qudity of life. Horrigan (1999) observed, *... itis time
to cast the light ... away from purely monetary measures of well being and societal change and towards
measures that also consider time as a critical resource.” Ironmonger’s'’ proposal for the construction
of National Time Accounts could address this need effectively. Suchatool will be ussful for the andyss
of income distribution and poverty as it would present a complete picture of time alocation to market
work, non-market work and leisure by different types of households. It could evenbe morepreferable
thanan analyss based only on market and home production. Inaddition, as he observed, time use data
can show the amount of drudgery and time spent on subs stence activities by poor households which
could be used for assessing their training and employment creetion needs.

14Gol dschmidt-Clermont, 2000.
15 Ironmonger, 1999; UNESCAP, 1999.
16Gol dschmidt-Clermont, 1993.

Ylronmonger, 1999.
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In another context, Chamie et a (1998) asserted with respect to socid production, i.e. that
deriving from socid arrangements, that itsgoods and services are ... required for hedthy survival and
well-being of people, and for the maintenance and sustenance of their environment.” Socia production
iswider thannon-SNA productionasit includes productive activities of interpersonal relationshipssuch
as romantic or physca intimacy. Nevertheless, this observation also reflects to some extent the
importance of household production for the well-being of households.

De Wreede (1999) has questioned al non-SNA production activities, except possibly do-it-
yoursdlf activities. He argued that * As each household has a standard package of chores, we think it
is unnecessary to add the economic vaue (if ever an economic value could be assessed) to income!”
Indeed, evenfor do-it-yoursdlf activities he suggested the exclusionof those relating to the unnecessary
embdlishment of the dwelling or garden. The issue however isnot whether dl househol ds have standard
chores but how these chores are carried out. Some households, who can afford it, hire domestic help
to carry out some or dl of these chores or purchase these servicesfromthe market while others have
to do these chores themsdves. In the present market system, the former would have these services
recorded as consumptionwhile it goes completely unrecorded for the latter even though they too have
‘consumed’ sSmilar services.

4 The Valuation of |ncome from Households Non-SNA Production

Our primaryinterestisinthe ‘income’, i.e. ‘ returnto labour’ , that can be attributed to household
production. Following SNA recommendations, the best way of doing thisisto determine the market
vaue of the household production and then derive the mixed income from this value. This method is
referred to as the output-based approach. The method that is however morewiddy used is the input-
based approachwith a direct imputationof the labour input and the va uationof the productionas costs
of inputs.

4.1 Input-Based Method

In the input-based approach, the amount of labour time going into non-SNA production is
assessed and then multiplied by some wage rate to determine the ‘income’ from this production. This
‘income’ isalso referred to asthe vaue of unpaid work. Sometimesit is mistakenly described and used
asthe vaue of the production itsdf. Labour timeis usudly determined through time use surveys which
are described in the next section. Severa methods however exist for the determination of appropriate
wage rates, to wit: opportunity cost of time, speciaist wage rates and generdist wage rates. The last
two are called replacement cost rates and the use of a combination of these is proposed by some
authors.

Opportunity cost of time is the wage rate the person performing the non-SNA productive
activity would have earned in the labour market based on his persond characteristics suchastraining,
education, experience, age, sexand location. That is, the market income the person foregoesincarrying
out the non-SNA productive activity. The vaue of the unpaid work therefore depends onwho is doing
it. Thus preparing a med at home would have one vaue when done by a computer specidist and a
different (lower?) vaue when done by a messenger. Apart from everything ese, this would introduce
large and voldile variaions in the vaue assigned to an activity. Moreover the method presupposes that
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there is demand for the person’s characteritics in the market. If not, what rate do we use for those
involuntarily unemployed, zero or the unemployment benefits? The proposdl to use average wages of
all market workers or subsets of market workers (e.g. women, services sector) as proxy for the
opportunity cost wage rate will smply transfer market differencesinto household activitiesto whichthey
bear no relationship. For dl of these reasons, this method iswiddy acknowledged to be inappropriate.

The next proposdl is to use the market wage rate of a specidist who performsin the market a
task smilar to that involved in the non-SNA production. This method ignores the differences in
productivity and efficiency between market and non-market production. For example, an experienced
employee who assembles wardrobes in a furniture store commands the due market rate for this task.
To apply that rate to ado-it-yoursalf household member without equivaent skills assembling the same
wardrobewill grosdy overvaue that person’ sunpaid work as hislabour timewill far exceed that of the
specidist. The method aso requires keeping track of alarge number of wage rates which could pose
serious problems for data collection.

The third proposd is to use the wage rate of a polyvaent housekeeper or a general purpose
domegtic employee since their level of productivity and the tasks they perform are milar to many of
thoseinnon-SNA production. Thereare however certaintasksperformedinnon-SNA productionthat
are specidized in nature, for example sarvidng a vehide, and whose value would thus be
underestimated by this method. Also data onthe market wage rate for this category of workersis not
easy to collect and may not be reliable as suchworkers are mosly employedin private households. It
is however the most widdy accepted method for assgning market wage ratesto labour time from non-
SNA production.

Blades (1998) proposed dividing non-SNA household production activities into two classes:
Typel and Typell. Theformer arethosethat are rarely performed by market producers such as food
related activities, cleaning of dwellings, house management, shopping, gardening and pet care. Typell
activities, usudly provided to households by market producers, could include adult care and
maintenance of the house (decorating, painting, plumbing, eectrica systems, etc.), of vehicles and of
household appliances. The distinctionbetween these two typeswould depend onthe socid, culturd and
economic factors prevailing in the country. Vauation of Type | activities should be on the wage rates
of a generdis while that of Type Il should be a percentage (between 50 and 70%) of the rdlevant
specidist wage rate. This suggestion suffers from the fact that there is no way to objectively determine
the discount factor to gpply to the specidist wage rate. Besides, the divison into Type | and Type Il
activities may change over time in the same country or between countries.

Other variations exist. Jackson (1997) referred to the Canadian situationinwhichthe generdist
approach congsts of matching household work except child care with personal service occupations,
child carewithchild care occupations and volunteer work withthe corresponding speciaist occupation.
Goldschmidt-Clermont (1993) had suggested using household workers wages for domedtic activities
and generd handymen’ swagesfor household repairs, but the difficulties she experienced withthe latter
in their Geneva'® study showed that this was not practicd.

18 Goldschmidt-Clermont et a., 1998.
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Irrespective of the wage rates used we have to decide whether they should be gross or net.
While there is reasonable agreement that net wages should be net of taxes and employees social
contributions and grosswages should indudetaxes, thetreatment of employers socia contributions and
other labour costs differs. Some or dl of them are varioudy included in gross wages. The choice can
make a difference, between 3% and 23% inthe studiesreported in Goldschmidt-Clermont et d, 1999.
Thereisaso no clear decisonasto whichto use. Gross vaue of productionwould reflect the foregone
market expenses of households while net reflect the economic flows actudly generated by these
activities. Thus the former would be more suitable for andlysis a household level while the latter for
nationa accounting. If, however, we follow SNA accounting rules for compensation of employees,
gross wage rates should aways be used. The difference between gross and net rate could be
substantial™®.

There are conceptua and practica problems in measuring time use. One such is apportioning
time oent on multiple activities, eg. caring for children whilst ironing (both productive) or caring for
children whilg watching television (only one productive). Again time spent by multiple personson a
dngle activity, e.g. anadult and achild preparing ameal together, hasto be apportioned to each of them
if andyds at personleve isto be carried out. The very concept of time is differently understood in some
countries®,

The basic problem is that assessing income through labour time ignores the skills of the person
performing that task, the technology available to carry out the task and the kind of household wherethe
task is being carried out depending on which method is chosen. For example, consder the activity of
laundering clothes and the time and inconvenienceinvolved if thisis done ina stream compared to doing
S0 a one' s home using awashing machine or in alaunderette. What wage rate should be used for this
activity in apoor household without access to a washing machine or launderette? If the sametimeis
used in both stuations, would using the same rate not overvaue or underval ue one or the other labour
time? Should we not consider the ability of the household to access these market services, eg. hiring
different specidists or even adomestic worker?

Time spent is not necessarily a good indicator of the value of labour even in many market
Stuations. Time spent to assemble a furniture item in ahousehold will depend on the expertise of the
person doing it athough the end result, the furniture item, is the same. Also the time taken to carry out
an activity in household production can be ddliberately stretched out for reasons totaly unconnected
with the production process.

Goldschmidt-Clermont (2000) also leviedanother criticismagainst theinput-based method that
the ‘imputed wages do not reflect the actua returns accruing to the household for its production
activity.” She argued that thesewagesaretied to market characteritics, in particular to the availability
of cheap femde labour, and demongtrated this withacomparative anadys's of market wages and returns
to labour for household production in some African and Asan studies.

1%Gol dschmidt-Clermont, 1993.

20 Floro, 1997, quoted in Beneria, 1999.



4.2 Output-Based Method

For the output-based gpproach, labour ‘income’ is derived as mixed income from non-SNA
production. Thus, the outputs of this process are valued at equivaent market prices and thenthe vdue
of intermediate inputs, of cagpital consumption and, in theory, of net indirect taxes are subtracted from
the output vaue to determine the income. Intermediate inputs are the goods and services purchased
from the market or own produced goods used in the non-SNA production process, for example the
rice used in preparing a med. The process may dso involve the use of capita goods such as fridges,
freezers and vehicles.

This method requires the identification and quantification of the outputs, for example number
and kinds of medls prepared, number of childrentaken care of, weight of laundry washed, etc. and then
their valuation at the prices the household sold part of it or a the prices which the household can buy
anequivaent market product. The identification and quantification of the goods and services, dthough
not atogether Smple, can be done as has been demonstrated by some authors?. The vauation can
however be more problematic in some cases.

One such problem experienced by Goldschmidt-Clermont et d. (1998) in a study of some
households in the Canton of Geneva was the difficulty of matching some of the household output
measures with market counterparts. For example

S avalability of market pricesfor ironing-only to vaue those items of home laundry which are
ironed;

S commercid prices for house-cleaning, gardening and repairs (plumbing, carpentry and
electricity) are based onlabour time usudly costed high for commercia users as householdsdo
not regularly use these services,

S pricing of trangportation: public transport (cheapest), semi-public or private taxis (most
expendve but closest in type of service provided).

This problem will be even more difficult in developing countries, athough a few of these
countries have in fact used the output approach?.

The vauationof intermediate services and capital consumptioncould pose practical difficulties
A fridge is used to keep goods used inthe productionprocess but it also, at the same time, keeps other
goods such as drinks. Smilarly a car used to transport children to school could at the same time be
taking the driver to a sporting event. Another problem will be the dlocation of mixed income between
household membersinvolved inmulti-personactivities (IL O, 1998). Allocationproblemswill d so come
from a gngle activity producing multiple outputs, such as transporting children to school and for
shopping. These dlocation difficulties are however not insurmountable as conventions could be made

!Goldschmidt-Clermont et d., 1998; Ironmonger 1999.

22Gol dschmidit-Clermont (2000) quotes these examples.,
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on the method of dlocating the va ue between the different uses, activities or persons.

The output-based approach athoughrecommended by many?® has not received much attention
in the work done so far on non-SNA production. Thisis due more to the difficulties in identifying and
quantifying outputs and intermediateinputsthan in their vauation. Apart from the study carried out by
Goldschmidt-Clermont et a referred to earlier, only a few other surveys of outputs of household
production have been carried out?* and none by any nationd statistical office®.

On the contrary, despite the short-comings of the input-based approach it is very popular
probably due to the increasingly widespread availability of time use surveys. When the input-based
approachisused, thevaue of the productionitsaf canbe obtained by adding intermediate consumption,
fixed capital consumption and net indirect taxes to the vaue of the unpaid labour. This is however
vauation by cog of inputs which is not recommended in the SNA except for collective services
provided to householdsat none or negligible prices by governmentsand NPISHsS (SNA, paras. 6.41f,
6.90 and 6.91). Even then, such a valuation of outputs is hardly ever carried out in many studies
because of the same difficulties faced by the output-based approach.

Keuning (1999) argued that output should be valued at actua cost and not on the basis of
‘opportunity pricing’ as both the quantities consumed and the prices of these and other products could
change if these goodsor serviceswere actually marketed. Since non-SNA production is not sold and
involves no outlays other than the intermediate goods that go into its production and since these costs
have a ready beenincludedin household consumption expenditure the net vaue of these services, which
should be properly treated as output within the SNA, will be zero. Thisistoo radical a position which
is not congstent with his suggestion for the trestment of owner-occupied housng services. In this case
he proposed induding the fixed capital consumption of the house as well as mortgage interest. Innon-
SNA production there are aso capitd consumption of fridges, cookers, etc. which go into this
production as well hire purchase or credit interest from purchasing these items.

According to Shivakumar (1998), from the current acceptable theory of economic value, i.e.
the vaue of a product isthe exchange someone iswillingto makefor it, vauing of non-SNA production
using ether method is flawed. The input method is based onthe out-dated labour theory of vaue while
the output method, at afundamenta leve,  does not recognize value as something redlized through the
exchange process.” Furthermore, as a consequence of this exchange theory of value, these values
cannot be aggregated. This radica approach would however dso rule out the aggregation done inthe

23Goldschmidt-Clermont et al., 1999; Ironmonger, 1999; Blades, 1998; Varjonen, 1998.

24Gol dschmidit-Clermont (1998) quoted a study by Finland (1980-1986) in which outputs
of al activities were measured, but not vaued.

----  Blades (1998) refersto studies in France and the United Kingdom quoted in Chadeau
(1992).

25| ronmonger, 1999.
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SNA and sois, insome sense, nihilist. He suggested that the importance of non-SNA productionvis-a
vistha of SNA production should be analysed, if at dl, only on the basis of the relative time spent on
these activities. For further rebuttd of his argument, see Beneria (1999).

5. Data Sour ces

In theory data on household production could be collected fromadl household membershbut in
practice there is a lower age limit, usualy that used to collect market tatistics. In Canada?® alimit of
15 yearsis used whileinIndia?’ alimit of 6 years was chosen for their time use survey in order to look
at theincidence of child labour. Usng so low an age limit could pose some difficultiesin usng the diary
method described below for collecting time use data. Some European studies have used 10 years®,

For the input-based method, data required to measure the vaue of unpaid work are activity
times and wage rates while, to vaue the output, data are dso needed on intermediate inputs, capital
consumption and net indirect taxes. The output-based approach needs data on the type and quantity
of household outputs and market rates for equivdent market outputs to determine the vaue of
household production. Inadditiondata on intermediate inputs and capita consumption are requiredto
compute the value of unpaid work. Data on net taxes on market enterprises would aso be required.

Household Time Use Surveys usudly provide data on activity times while Household
Expenditure Surveys do so for intermediateinputs and give the basic dementsfor estimating household
capital. Household Output Surveys measure the volume of household outputs and give details of their
modes of production. Wage rates and market output prices can be obtained from traditiona Setistica
sources such as occupationa wage surveys, census/survey data on employment earnings, weeks of
work and weekly hours as well as prices surveys.

Itisnow generaly accepted that the best method for collecting data on activity timesisthrough
time use surveys, preferably using the diary gpproach. A sample of the population fill in diaries over a
24 hour period, indicating at intervds (eg. 5-, 10-, 15-minute), dl ther activities. Alternatively the
diaries are open and respondents put in the time they spend on each activity. The diaries can befilled
in arrears, eg. activities yesterday, or the diaries are left behind for respondents to fill out with
tomorrow’ sactivities. Inthis case the diaries can befilled for severa days or just one day. Some diaries
aso ask for secondary or more activitiescarried out during the same interva or at the same time. Other
details usudly requested are the person(s) with whom the activity is done, the exact place where the
activity is carried out and for what purpose or for whom. The diary can be self-administered or done
by telephone or persona interviews. The diary method is used in surveys conducted in Canada,
Ausdtrdia, Europe and proposed by the Time Use Surveys Working Group for the USAZ,

%6 Jackson, 1997.
2'Rajivan, 1999.
“\arjonen et d., 1998.

29Jackson, 1997; Varjonen et a., 1998; Horrigan, 1999; Stinson, 1999.
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An dternative to the diary method is retrospective inquiry. Respondents are requested to
describe the ectivities they carried out during a previoustime period in their own words and the time
gpent on them. Alternatively but less preferably, they are asked directly how much time they spent on
specific pre-coded activities. Thisis the method used in the India time use survey®.

To cater for weekly variations and seasondity, the survey isdesigned so that data is collected
for weekdays as wel as weekends and for different seasons. In some instances, the form used for a
week day differs from that for aweek-end or that for avery atypicd day, e.g. arriva of avistor.

Socio-demographic informetion and other background information, induding SNA income,
should be collected. There is now strong advocacy that information on the corresponding volume of
outputs should aso be collected dong withthe details on the activities, a least for the mgjor outputs™.
If successful, time use surveys will then aso generate some output details.

Thesesurveysare now becoming regular items in nationd statistics programmes but itspotential
for providing datafor awide array of subjectsisnot yet fully redized. For example, Hussmanns (1999)
discussed its potentia for labour force gatitics.

The input method requires data on wage rates. No matter the method of vauation adopted,
thereisneed to decide the populationand time coverage to be used in obtaining these rates. Should the
wage rates be based on al workersin the category of interest or only those employed full-time, full-
year? Should the rates be a regiond or nationd level? Are they hourly rates or deduced frommonthly
rates usng usua hours, actua hours or hours paid for? The point is that, unlike hourly rates, monthly
rates could incdlude hours not actudly worked but paid for. Goldschmidt-Clermont et a. (1999)
indicated that the differences from these choices could be non-negligible.

Household expenditure surveys have been a part of nationd statistics programmes for along
time and, increasingly, more and more countries are carrying out annua surveys. If they include full
details on consumption of al household production, they could then aso give some information on
outputs.

The same cannot be said for household output surveys. As stated earlier, very few of such

surveys have been conducted with the exception of Finland, France, United Kingdom, alimited study
of the Canton of Geneva and some others mentioned in Goldschmidt-Clermont (2000).

6. Classification Schemesfor Time Use Activities

A good dassfication scheme for non-SNA activities would grestly ad not only inthe clear and
consgtent identification of these activities but adso in their andyss. While there is an established

ORgjivan, 1999.

3l ronmonger, 1999; Blades, 1998.



13

internationa classfication system for household outputs and intermediate inputs, i.e. COICOP, there
is as yet no internationdly accepted classfication of dl household activities. EUROSTAT has a
classfication scheme for the * Harmonised European Time Use Survey’ whichhasbeenused up to the
2-digit level by 18 countries for their nationa surveys. Following a 1997 experts meeting, the United
Nations Statigtics Division produced an ‘ Internationa Trid Classfication System for Time Usg indl

different societieswhichis consstent withthe basic framework of the SNA. 1t hashowever not yet been
tested. The International Labour Organization has proposed an dternative cdled ‘Alternative

Classfication of Time Use Activities based on type of activity and the context (for what purpose/for

whom, where and with whom) under which the activity was carried out. This has aso not yet been
tested dthough it ams at being exhaustive and avoiding the duplications which exigt in the other

proposed classifications®,

Some countries have developed their own systems, notably Australia which has tested theirs
gnce 1992 and revised itin1997. It is close in spirit to that of EUROSTAT. Stinson(1999) described
the Audtrdian scheme as an ‘andytically cohesive and theoretically strong “explanation” of time use.’
She sad that the EUROSTAT scheme “ benefits from the breadth and scope of its gpplication’ while
the UN scheme ‘is appeding because of the economic foundation on which it rests.” India®® has also
recently presented their own system.

Varjonen et d. (1998) gave a ussful table associating activities with principal and ancillary
functions and their related outputs as well as with the classification group to which they belong, based
onthe EUROSTAT classficationscheme. Another useful andytic tool is the associ ation of occupations
withunpaid activities givenin Jackson (1997). This can be used to determine appropriate market wage
rates for usein the input-based method.

7. Income Analysis

The andytic uses of household production statistics both at the macro and micro economic
levels were discussed earlier in Section 3.

One of the mgjor uses to which gatistics on household production has been put is in the
constructionand andysis of satellite accounts*®. To construct such accounts, the principa functions of
households in the household economy are taken as: providing housing, providing dothing, providing
meds and providing care. These functions and their ancillary activities lead to the production of goods
and services that are consumed by the household itsdlf. VVolunteer work is aso productive activity by
househol dsthoughitsoutput isconsumed el sewhere. The vaues of these goods and services, preferably
computed directly but more usualy computed asasum of cost of inputs, are used to construct satellite
accounts of household production.

2Hoffmann et a., 1998; Hussmanns, 1999.
BRgjivan, 1999,

34See Ironmonger, 1997; Varjonen et al., 1998; Blades, 1998 for further details.
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These accounts have been produced and published for Sx countries - Australia, Canada,
Finland, Sweden, Norway and United States®. Ironmonger (1997) has proposed a set of input-output
tables for a nationa accounts of household production, usng data from Audrdia and the USA to
demondtrate how this could be done.

The datitics generated from household production could be andlysed on their own: for
example, following Ironmonger’ s (1999) terminology of ‘ grosshousehold product (GHP)', the growth
rate of GHP could be analysed. They could aso be analysed conjointly with those of the core account
by creating ‘extended’ statigtics obtained by adding corresponding Statistics from the two systems in
such away asto avoid double counting. Thus for example, an andyss of the growth rates of GHP,
GDP and extended gross domestic product (extended GDP) or of the proportionof GHP in extended
GDP could be carried out. Smilar andyss could be done for extended consumption, extended income,
extended labour time, extended employment, etc.

Some studies reported in Goldschmidt-Clermont et al (1999) have reveded that non-SNA
production can amount to the equivalent of from 30% to 70% of GDP, non-SNA work roughly 50%
of work performed by both sexes, with that of women rated at over 65% and about 25% for men.
A comparative analyss of the vaue of unpaid labour and its output (to alesser extent) with those from
SNA production in 14 countries®” was presented in Goldschmidt-Clermont et a.(1995). Using the
input-based method for vauing labour a generaist wage rates, the results were that the median vaue
of non-SNA labour rdative to GDP was 45%, 39% or 26% for labour costs, grossand net wage rates
respectively. Although stated with reservation, the output vaue from non-SNA production obtained
using labour costs was close to 50% of GDP for the three lower bound estimates.

Jackson (1997) quoted figures for Canada which showed that the vaue of unpaid labour in
1992, at generdist market wage rates, amounted to the equivaent of up to 34% of GDP, 39% of GDP
at factor cost, 60% of wages and salaries and 56% of personal expenditure ongoodsand services. As
observed by the author, it would have been more appropriate to have used measures of output instead
of labour for the GDP comparisons.

An important area that has not yet been serioudy andysed is the distribution of household
production among categories of households and/or popul ationwithin the context of nationa accounts.
Some authors® have carried out some gender andlysis but only with respect to the valume of the labour
input. In an as yet unpublished work, Ironmonger has done some income distribution analysis for
Audrdia

3Ironmonger, 1997.
%Iromonger, 1999.

S’Audralia, Austria, Bulgaria, Canada, Denmark, Finland, France, Germany, Grest Britain,
Israd, Italy, Netherlands, Norway and United States.

38 ronmonger (1999), Goldschmidt-Clermont (1999) and Jackson (1997).
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Goldschmidt-Clermont (1998) described extended privateconsumptionof househol dsas what
they buy and consume without further processing plus what they produce themselves and consume
directly.’ It is computed as the sum of SNA ‘modified private consumption’ and non-SNA output,
where SNA modified private consumption is SNA private consumption lessintermediate inputs into
non-SNA production and productive durables. Using datafrom Bulgaria, she observed that extended
per capita private consumption had decreased by 22% from 1971 to 1988 as a result of both a
decreasein SNA consumptionand an even larger decreaseinnon-SNA consumption. Thustherewas
no dgn of the hypothesized compensation for the lossin market production by a gain in non-market
production. This unexpected direction of the market/non-market interaction could indicate that the
relaionship is symhbiatic.

In order to take account of differencesin the labour required for achieving this consumption,
she suggested that comparisons should be based on‘ standardized extended privateconsumption.” This
isobtained as

[(Extended Private Consumption)/(Total Labour Time)] * Congtant no. of hours

Using the Bulgaria data with 8 hours as the constant, she showed that standardized extended
private consumption decreased by only 3 % as compared to the 22% decrease in extended private
consumption. Thiswas due to the decrease in labour time between1971 and 1988, thus indicating that
the fal in consumption was due largely to that of economic working time.

A conceptua issueinthisapproachisthat whilst the production relationship betweennon-SNA
consumption and non-SNA labour is direct that between SNA consumption and SNA labour at the
household leve is not direct. So while this gpproach may make sense at the aggregate macro leve, it
may not be appropriate at the household leve. Thismay be less of a problemfor standardized extended
private income, but as the article rightly observed time use based vauations of unpaid labour would be
ingppropriate in this case. Unless there was a particular justification for 8 hours, the author could just
as wdl have used 1 hour, in which case it woud smply be a comparison of the hourly extended
consumption rate.

The vaue of unpaid labour can be andlysed on its own at the household level. One possibility*®
isto compare hourly returns to unpaid labour (actua VUW) with returns to market labour adjusted for
time spent in connection with work such as travelling to and from work. Hourly returnsis net value of
output (mixed income) divided by hours of work (Iabour time). Thisisauseful andyss for assessing the
relative importance of unpaid work vaued usng the output-based method. However insome instances
there may be operationd difficultiesin apportioning the mixed income to individuas.

Also the andlysis of the digtribution of the value of unpaid labour, however evaluated, across
and within households, population sub-groups, regions etc. would in itsdf yidd interesting results. It
would a0 be ussful to see the interactions between this digtribution and the digtribution of monetary
income by analysing their joint bivariate distribution.

39Goldschmidt-Clermont, 2000.
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Joyce et d. (1999) have argued that the assessment of change in quality of life must teke
account of not only changesin market production but should take account of corresponding changes
innon-market productionand leisure: for example anindividud giving up atime-consuming high-paying
job for alower paying job with less hours. In the same way changesin poverty and income distribution
should bring these same factorsinto play through a * broader income measure’ and the ‘ broader set of
resources available to households. These measures could also be used to assess the impact of policy
changes onawider basis than just the labour market, to determine the effect of the changing business
cyde on household consumption decisons as well asto derive estimates for compensation issues. It
should be noted that the discussionassumed that leisuretime isincorporated into these measures, while
in our context, leisure is excluded as a non-SNA production activity.

Can we then use *extended income', that is the sum of monetary income and vaue of unpaid
labour, as the proposed broader measure of income? Varjonen (1998) argued logically that the vaue
of goods and services produced for own use should be counted as part of disposable income. The
AudrdianBureau of Statistics® intheir definitionof household income statesthat ‘ Income aso includes
the vaue of services provided from within the household via the use of an owner-occupied dwelling,
other consumable durables owned by the household and unpaid household work.” (Emphasis mine).
Thus, in ther framework, the value of unpaid work is trested as ‘ other non-monetary income’ and
included as part of household income.

| ssues arise however in trying to use ‘extended income’ at household leve for the analyss of
income digtribution and poverty.

Returns to labour from input-based vauation methods will overcompensate the poor for the
relaively long hours they spend on household production without teking into account their
complementary loss of leisure time. Moreover, non-SNA labour time ismore dadtic than monetary
income and households with low monetary incomes have to use their unpaid labour to save on
expenditures, evenat very low hourly rates of return. Astheinput-based method does not take account
of these diminishing returns nor the loss of leisure, the use of extended income based on this vauation
method could lead to poorer households being seemingly better off as wel as to a distortion of the
income ditributiort.

Although output-based methods are preferable, the mixed income derived does not dso take
account of lossof leisuretime. Again, above a certain level of monetary income, househol ds can choose
to purchase their household servicesin the market and so for these householdsther vaue of household
production would be reduced relative to those households who cannot go to the market for such
services. This could again lead to adigtortion of the income digtribution. It could be argued however
that the value of such services could increase withmonetary income due to the availability of improved
technology to households at the upper end of monetary income distributionand ther choice to engage

0 ABS (1995).

“IK usnic et d. (1980) quoted in Goldschmidt-Clermont, 2000; Gol dschmidt-Clermont et
al., 1999.
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only in activities with high returns to labour.

A key issueisthat non-SNA production is not flexible asit isnot tradable. Inasmilar context,
Franz et d. (1998) asserted that as inkind transfers restrict freedom of choice, its aggregation into
income could ... obscure and confuse policy choices ..., for example poverty dleviation.” Asnoted
in Beneria (1999), unpaid work is not evenly distributed across class, socid groups and women with
different levels of monetary income. In astudy in Barcdona® quoted by her, women in middle-level
income households spend the most time on unpaid work, followed by those in lower-level income
households with the high-level income households spending the least time on it. If the values of the
unpaid work follow the same pattern and they are aggregated into ‘totd’ household income, one may
have a Stuation where some high-level monetary income households are lower down the income
digribution than some middle-level or even low-level monetary income households - thus completely
digtorting the picturefromthe monetary income distribution. Inanas yet unpublished work, Ironmonger
has shown using time use dataand aflat wage ratefor Audtrdia that the Gini coefficient can reduce by
as much as 37% when the vadue of unpaid work is added to monetary income. As has been noted
before, for the output-based va uation method, returns to labour may actualy go up with income and
S0 worsen digtribution.

It is dso worth noting that household production is carried out for many reasons. traditiond
reasons, as Sgns of inter-persond relationships, as required by societal traditions, to forego expenses,
to improve qudlity of life, to sugtain life. It may therefore be necessary to consider discounting the vaue
of its labour input before adding it to monetary income.*® The issue as dwaysis by how much?

8. Conclusions

Household productionisundeniably important inorder to get a compl etepictureof the economy
and to understand the socio-economic dynamics of households and its likely impact on the economy.
Statisticsonthe volume and vaue of the labour input going into it are useful not only for the andyd's of
income digtribution and poverty but aso for the meassurement and andysis of the labour force,
underemployment, child labour and working time. While the volume is determined through time use
aurveys, the value is best derived as aresidua from the vaue of the production at market prices, i.e.
mixed income.

A useful criterion exigts for identifying activities associated with this production which is
necessary for determining the volume of the labour input. There are aso reasonable methods of
identifying the products and measuring their vaue and that of the labour input. The vauation of the
products at market prices, the acknowledged proper way of doing this, has proved difficult for various
reasons. Resort is therefore often made to the less-preferred costs of inputs approach.

Satlite accountsfor household production can be produced and analysed internaly aswell as

“2Carrasco, 1992 quoted by Beneria, 1999.

“de Wreede, 1999.
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conjointly with the corresponding market satistics. The vaue of unpaid work can aso beanaysed at
the household level independently of market income. Again, andysis of the interactions between the
value of unpaid work and market income could give useful indghts for policy formulation and
monitoring.

The use of extended income at household leve for andysis of income distribution or poverty
may however be problematic and more research and case studies are required. It is therefore being
suggested by Goldschmidt-Clermont (2000) thet at the household levd, it may be better usng extended
consumption for poverty and ‘income’ distribution analyses. Even then, as she put it, ‘ Economists
concerned withthe messurement of poverty (and income distribution) need to find away for ng
alevd of consumption conssting of gpplesand pearswhich, although they cannot be added, are both
fruit contributing to quench human hunger.” At leat, in the case of the fruits a common denominator
can be found in their nutritiond value. In our case, we are yet to find any acceptable common
denominator.

References:

ABS (1995): A Provisonal Framework for Household Income, Consumption, Saving and



19

Wealth, Austrdian Bureau of Statistics, Catalogue No. 6549.0, Canberra.

Blades, D. (1998): “A proposal for a satellite account for non-market household production”,
Handbook of National Accounting, Household Accounting: Experiencesinthe Useof Concepts
and Their compilation - Household Satellite Extensions, United Nations, New Y ork.

Beneria, L. (1999): “The enduring debate over unpaid labour”, International Labour Review,
V0l.138, No. 3, International Labour Organization Geneva.

Carrasco, C. (1992): El trabajo doméstico y la reproduccién social, Ingituto de laMujer, Madrid.

Chadeau, A. (1992): “What is household’s non-market production worth?”, OECD Economic
Studies, No 18, Paris.

Chamie, M. and A. Me (1998): “Toward an Inter national Sandard Classification of All Activities
for the study of economic and social production in satellite accounting frameworks’,
Handbook of Nationa Accounting, Household Accounting: Experiencesinthe Useof Concepts
and Their compilation - Household Satellite Extensons, United Nations, New Y ork.

De Wreede, W.J. (1999): ‘Income statistics in the EU member states’, Report of project
commissioned by EUROSTAT to Statistics Netherlands, Luxembourg.

Finland, Minigtry of Socid Affairs and Hedlth, 1980 - 1986: “Housework Study”, Specid Sxd
Studies, Officid Statigtics of Finland.

Franz, A., D. Ramprakash and JWalton(1998): “Statistics on the Distribution of Income,
Consumption and Accumulation of Households (DICAH)”, Consultants Report to
EUROSTAT, Luxembourg.

Goldschmidt-Clermont, L. (1982): “Unpaid work in the Household: A review of economic
valuation methods’, Women, Work and Development Series No. 1, International Labour
Office, Geneva.

----- (1993): “Monetary valuation of unpaid work: Arguing for an output measurement”,
Bulletin of Labour Statistics, 1993-4, International Labour Office.

----- (1998): “Measuring and valuing non-SNA economic activities’, Handbook of National
Accounting, Household Accounting: Experiences in the Use of Concepts and Their
compilation - Household Satdllite Extensions, United Nations, New Y ork.

----- (2000): “Household production and income: Some preliminary issues’, Bulletin of Labour
Statistics, 2000-2, International Labour Office, Geneva

Goldschmidt-Clermont, L. and E. Pagnossin-Aligisskis (1995): “Measures of unrecorded economic
activities in fourteen countries’, Occasiona Paper Series. Human Development Report,



20

UNDP, New Y ork.

---- (1999): “Households' non-SNA production: Labour time, value of labour time and of
product, and contribution to extended private consumption”, Review of Income and
Wedlth, Series 45, No. 4.

Goldschmidt-Clermont, L., E. Pagnossin-Aligisakis and C. Samii-Etemad (1998): “Direct
measurement of households non-market production: A methodological contribution”,
Paper presented by the Internationd Labour Officetothe ECE/INSTRAW/UNSD Joint Work
Sesson on Gender Statistics, Geneva.

Hoffmann, E. and A. Mata-Greenwood (1998): “Measuring wor kingtime: Analter nativeapproach
to classifying time use’, Bulletin of Labour Statistics, 1998-3, Internationa Laour Office,
Geneva

Horrigan, M. (1999): “A Report on the feasibility of conducting a time-use survey”, Unpublished
Report submitted by the Time-Use Survey Working Group, US Bureau of Labour Statitics,
Washington.

Hussmanns, R. (1999): “Labour force estimation and employment policies’, Discusson to Paper
presented to the International Seminar on Time Use Studies, Minigtry of Statistics and
Programme Implementation, India

Internationa Labour Office (1998): “ Resolution concerning the measurement of employment-
related income’, 16" International Conference of Labour Statisticians, Geneva.

Ironmonger, D. (1997): “National accounts of household productive activities’, Paper presented
at the Time Use, Non-Market Work, and Family Well-being Conference, US Bureau of
Labour Statistics and MacArthur Network on the Family and the Economy, Washington.

---- (1999): “An overview of time use surveys’, Paper presented to the International Seminar on
Time Use Studies, Minigtry of Statistics and Programme Implementation, India

Jackson, C. (1997): “The valuation of unpaid work - A Canadian perspective’, Paper presented
a the Time Use, Non-Market Work, and Family Wédl-being Conference, US Bureau of
Labour Statistics and MacArthur Network on the Family and the Economy, Washington.

Joyce, M. and J. Stewart (1999): “What can we learn from time-use data?”’, Monthly Labour
Review, August 1999, Bureau of Labour Statistics, US Department of Labour, Washington.

Keuning, S. (1999): “Interaction between national accounts and socio-economic policy”, Rssv
of Income and Wedlth, Series 44, No. 3.

Kusnic, M.W. and J. DaVanzo (1980): Income inequality and the definition of income: The case



21

of Malaysia, Santa Monica, Cdifornia, Rand Corporation (R-2416-AlD).

Rgjivan, A.K. (1999): “Policy implications for gender equity: TheIndia Time Use Survey, 1998-
1999", Paper presented to the International Seminar on TimeUse Studies, Minidryof Statistics
and Programme Implementation, India

Reid, M. (1934): Economics of Household Production, New Y ork, John Wiley.

Shivekumar, S. (1998): “Valuation as an issue in national accounting and policy analysis’,
Handbook of National Accounting, Household Accounting: Experiencesinthe Useof Concepts
and Their compilation - Household Satellite Extensions, United Nations, New Y ork.

SNA (1993): System of National Accounts, United Nations et al, New Y ork.

Stinson, L.L. (1999): “Measuring how people spend their time: A time-use survey design”, Monthly
Labour Review, August 1999, Bureau of Labour Statistics, US Department of Labour,
Washington.

UNESCAP (1999): “Measuring paid and unpaid work”, Articlein Statistical Newdetter, No 115,
UN Economic and Socia Commission for Asa and the Pacific, Bangkok.

Varjonen, J. (1998): Methodology for a Satellite Account of Household Production, Internationa
Statistical Seminars, No. 38, EUSTAT-The Basque Statistics Ingtitute, Spain.

Varjoren, J. and |. Niemi (1998): “Proposal for a European satellite account of household
production”, Handbook of National Accounting, Household Accounting: Experiencesin the
Use of Conceptsand Ther compilation- Household Satdllite Extensions, United Nations, New
York.



