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A.

Introduction

1. Theam of this paper isto propose a atistical framework for the measurement of the
movement of natura persons- Mode 4. The objective of the framework is to obtain amore
in-depth picture of the economic impacts of temporary movement of personsin the home
and hogt countries as well as more rdiable estimates of economic indicators, such as gross
domestic products (GDP), remittances and by extension, gross nationd income (GNI) and
Gross Nationa Disposable Income (GNDI). As such, the framework proposed has a
broader scope than Mode 4 as defined in GATS, which focuses exclusively on the supply

of sarvices through the presence of naturd persons of a country in territory of another
country.

2. Itiswdl known that movement of naturd persons has postive as wel as negdive
impacts in both the home and host countries. In the home countries, adirect effect of
Mode 4 is the reduction in the number of workers, often this reduction is of highly skilled
workers (“brain drain”). This could lead to areduction in tax revenue to the government as
well aslow returns from education, sSnce the highly skilled workers were trained in the
home countries and |eft when they became economically active. However, these negative
effects in the home country are often offset by positive effects on productivity and growth.
Postive effectsinclude:

(a) Remittances sent by migrants to family members Ieft in the home countries;

(b)Pogtive impact on employment and wages (e.g. reduction of excess supply of
labour and downward pressure on wages (for low-wage movements));

(c) Transfer of knowledge or technology from migrants back to the home countries,

(d)Increases in trade and investment between home and host countries;

(e) New sKills experience and investments from returning migrants.

3. Despite that the postive effects of migration often outweigh the negative ones, host
countries are often reluctant to open their borders as this decision is often not very well
accepted politically. For this reason, GATS makes the provision for the host countries to
regulate the type and number of workersthat can be admitted temporarily in the country.
This dlows countries to meet the demand for [abour that cannot be supplied by the
domestic market. This demand hasin genera covered low and high end of the labour
market, with developed countries targeting high skilled labour and resource rich countries
targeting the bottom end of the labour market, dlowing on atemporary basis workersto
develop their minerd wedth (South African Reserve Bank 2003) or to provide servicesin
the house (Debabrata and Kapur 2003).

4.  Theframework proposed in this paper uses the nationd accounts framework and in
particular the socid accounting matrices which are linked to labour matrices (in volume
and prices). The chalengein developing such aframework is to integrate different world
of gatistics, namdy economic gatistics, (nationd accounts, balance of payment and
tourism datigtics) and parts of socid atistics, in particular migration and labour statistics.
Thisis achieved through cross-classifying workers on the basis of (&) the economic
activities to which they provide labour services, classfied by 1SIC; (b) the products



resulting from their labour input, classified by CPC and GNSW/120%; (c) skill and
education levd classfied by I1SCO-88 and/or ISCED; (d) category of worker (e.g. business
vigitor, working for aforeign owned company, etc.); (€) length of stay and (f) country of
citizenship. The workers are then alocated to the household sector where incomeiis
received from various sources, including the rest of the world and then used for
consumption, saving or investment. The framework can be expanded to andyze aso the
socia impacts of the temporary movement (e.g. poverty, returns on education and hedth in
the home country and socid services that the host country may have to provide to the
temporary workers).

5. Thereisgenerd recognition that Mode 4 has become and increasingly important
mode of supply of services and no Satigtica framework currently exist for its
measurement. Discussons during the revison of the Baance of Payment Manud (BPM5)
and the Task Force on Internationa Trade in Services have recognized the need to further
work in thisarea, both in terms of the development of atheoreticd framework as well as of
practical guiddines. In response to this request, this paper was prepared by UNSD to
gtimulate discussion on the topic by nationa accountants, balance of payment experts,
migration, labour and tourism gatigicians.

B. Need for a statistical framework to measure Mode 4

6. Rapidtechnologica advancesin the past few decades in transport, computing and
telecommunications, including the development of internet and dectronic commerce, have
resulted in enterprises availing themsalves of more distant resources for production and
enabled them to serve wider markets. This trend toward globdization, reinforced by
liberdlization policies and the removad of regulatory obstacles to economic activities has
fuelled the growth of internationa investment and trade in goods and services (MSITS para
2.3).

7. Thegrowth of trade in services and the internationdization of services production
have led to an increase in the movement of natura persons as service providers across
borders. The development of lower cost trangport services and communication networks
are changing the way services are ddivered internationaly, making Mode 4 an increasingly
important Mode of supply. Technological changeis aso creating demand for skilled
labour which cannot be met from within the domestic labour market.

8. Mode4 isdso emerging as akey issue in the Doha Development Agenda
negotiations, with developing countries increasingly pressuring for liberdizing the
movement of natura persons. A number of proposals on Mode 4, which have rdevance
from a measurement point of view, have been made in the Doha Development Agenda
negotiations (Nielson 2003). They include:

2 GNSW/120 is the Service Sectoral Classification List which was developed by GATT in 1991 and isthe list
used for GATS negotiations.



(a) Greater clarity and predictability in WTO member’s commitments. This
requires for example: @ agreeing on common definitions for the main categories
of personne included in many WTO members commitments (eg. using an
adapted Internationa Standard Classification of Occupations (ISCO-88)); and;
b) providing information on economic needs tests. In thisregard the Satistical
framework which brings information from different sources in acommon
framework with consstent definitions and classifications as well as that makes it
possible to make andysislooking at different scenarios will prove very useful.

(b)Greater transparency. Thisrequiresinforming al member countries of the
requirement and procedures required by each country for alowing the entry of
mode 4 suppliers.

(c)GATSvisa. From adaidica point of view, thiswould facilitate the
identification of the universe of Mode 4 service suppliers. However, the
coverage of GATS visawill depend on who will be covered under Mode 4,
which is il under debate (see discusson below).

9. Maybe add a paragraph on the importance of the economic significance of Mode 4
(from World Bank report/ WES)

10. The need for measuring the new phenomenon of temporary movement of personsto
supply services in another country is becoming increasingly important. Governments need
atool to accurately measure the significance of Mode 4 and its impact on economic growth
for economic andysis, policy making as well trade negotiations.

The General Agreement on Trade in Services

11. GATSisalegd framework governing countries trade measures (e.g. laws,
regulations, adminigrative actions and other decisons) in services. It comprises.

(d)general obligations which gpply to every country (e.g. most favoured nations,
which forbids any form of discrimination between services and service suppliers
originating in different countries);

(b)specific commitments resulting from negotiations, whose scopeis limited to the
sector and transactions in which amember has undertaken access obligations.
Thismay include: (8) market access limitations such as quota-type cellings on
the number of service suppliers, their operations or employees, etc. ; and (b)
nationa treatment limitations such as non-digibility of foreign suppliersfor
subsidies or restrictions on foreign land ownership.

(c)annexes covering specific sectors or trade-rel ated matters such as the Movement
of natura persons.

12. Tradein sarvicesisdefined in GATS asthe supply of asarvice:

(a)from the territory of one [WTQO] Member into the territory of any other Member
(Mode 1);



(b)in the territory of one [WTQO] Member to the service consumer of any other
Member (Mode 2);

(c)by aservice supplier of one [WTQO] Member through commercid presencein the
territory of any other Member (Mode 3);

(d)by aservice supplier of one [WTQO] Member through presence of natura persons
of aMember in the territory of any other Member (Mode 4).

13. Mode 4 has been, in the past, the Mode of supply which received less atention, both
because the absolute numbers, as compared to the other modes, are relatively low and
because its difficulty in measurement as it runs across different areas of detidtics.

However, because of the increased attention that this areais receiving from policy makers
and trade negotiators, it is very timely to develop a new conceptua framework for
measuring it. The Manud on Statigtics of Internationd Tradein Services (MSITS) (United
Nations et a. 2002) stops short of developing such aframework. It reviews existing
datigtica frameworksin order to identify useful aspects that might provide relevant
measures for mode 4 services.

1. Mode 4 and the other modes of supply

14. Supply of services often involves severd modes of supply. Service supplier may
choose to st up foreign affiliates as a meansto sdll their servicesin foreign markets as a
complement of mode 1. Moreover the delivery of services through mode 1 often requires
the presence of natura persons and part of consumption abroad relates to the consumption
of natural persons who are abroad on “temporary basis’ to deliver aservicee MSITS
discusses ways to dlocate service transactions to the different modes of supply, mostly
within the framework of FATS and BPM5. The gpproach taken in the manua is based on
the territorid location of the transactors (consumer or supplier) a the time the serviceis
supplied, as well as on the type of supplier (“naturd or juridica person as defined in
GATS'®). The manua suggests two smplification rules for the dlocation: a) separate
identification of modes of supplies which are margind is not recommended; and b) if itis
not possible to disaggregate different transactions by modes, which occur for the delivery
of aservice, the transactions should be alocated to the most important mode in terms of
time and resources associated with it.

15. MSITS examines the relationship between the various modes of supply, modly in
terms of transactionsin the BPM5. In the framework we propose in this paper, we adopt a
broader approach and thus ook not only at the transactions between residents and non-
resdentsin BPM5, but also a nationa accounts aggregates (see discussion below).

Mode 1 and Mode 4

16. Mode 1 applies when a service is ddivered abroad to a consumer in higher own
territory of resdence. The ddivery of this service may involve the presence of naturd
persons, for short (less 1-3 months, 2-12 months) or longer terms.

3 The definitions of natural and juridical personin GATS are provided in Annex I.



Mode 2 and Mode 4

17. Mode 2 corresponds to consumption abroad and occurs when a consumer moves
outsde hisor her home territory and consumes services of another country. It includesdl
services supplied (excluding goods bought by travelers). Mode 1 and Mode 4 apply for
example in the case of a short-term migrant, a business traveler or a seasona worker who
moves temporarily (lessthan one) year to another country. As suggested in MSITS, the
consumption abroad should be alocated to Mode 2.

Mode 3 and Mode 4

18. Mode 3 appliesto commercia presence of the service supplier in another WTO
member to provide the service. It concerns mostly domestic sdes of foreign affiliates as
described in FATS statistics®. 1t also applies to short-term services (e.g. short-term
congtruction projects), where the commercial presence is not considered to be resident
(according to SNA definitions) of the country. Nonpermanent employment of foreign staff
inforeign affiliates is particularly relevant to mode 4 as a subcategory of natural persons
often referred to in countries schedules commitments. A more in depth discusson of the
coverage of Mode 4 in GATS and in the framework proposed in this paper is presented
below.

D. Persons covered in Mode 4 as defined in GATS and in the proposed
statistical framework®

1. Mode 4 persons in GATS

19. Mode4isdefined in Article1.2(d) of GATS as “the supply of aservice... by aservice
supplier of one Member through the presence of natura persons of aMember in the
territory of another member.” Artidle XX VII1(k) specifies that this definition gppliesto
nationals aswedll as, in certain circumstances, permanent residents of WTO members
seeking to supply services abroad (permanent residents are covered where the Member
does not have nationas or accords substantialy the same treatment to permanent residents
and nationds).

20. Further eaboration is provided in the GATS Annex on Movement of Natural Persons
supplying services under the agreement. The Annex gppliesto “persons of a Member who
are employed by service supplier of a Member in respect of the supply of aservice’. The
first category isclear - "natura persons who are service suppliers of aMember™ covers
sdf-employed or independent service suppliers who obtain their remuneration directly

from customers. However, there is some confusion about what is covered by the second
category ("naturd persons of a Member who are employed by a service supplier of a
Member").

* FATSis defined as an incorporated or unincorporated enterprisein which a direct investor who is resident in
another economy owns more than 50 percent of the ordinary shares or voting power (MSITS para4.19).
® This section has been taken from Nielson 2003.



21. The WTO Secretariat background note on mode 4 (WTQO 1998) has noted that this
wording could be read to suggest that foreigners employed by host country companies are
aso included under mode 4. However, as Article 1.2(d) seemsto cover only foreign
employees of foreign firms established in another Member, the Secretariat background note
concludes that foreigners working for host country companieswould fal under GATS
mode 4 if they worked on a contractud basis as independent suppliers for alocaly-owned
firm, but would not seem to be covered if they were employees of that firm. Nonetheless,
another member of the WTO Secretariat has observed that some GATS specific
commitments (i.e., the market opening commitments made by WTO Members) actudly
refer to short-term employment.  As specific commitments also form part of the GATS,
there isthus a certain degree of legd uncertainty with regard to coverage (Karsenty 2000).
Indeed, the situation is further complicated by the fact that some WTO Members deem all
types of foreign temporary workers to be employees for the purposes of bringing them
under domestic labour law (with implications for their wages, conditions and socid
protection).

22. Although more and more countries are implementing commitments on Mode 4, the
interpretation of what is covered by it is not clear-cut, with different countries interpreting
the GATS in different ways.

23. Ingenerd GATS mode 4 is seen as covering:

— Persons providing services where a foreign service supplier obtains a contract to
supply services to the host country company and sends its employees to provide the
sarvices,

— Independent service providers abroad: an individud sdling services to a host country
company or to an individud,

—Intra-corporate  transferees.  persons employed abroad by foreign companies
established in the host country (but excluding nationds of the host country);

24. Thefadlowing categories of persons seem to belong to a grey area, with countries
interpreting the GATS agreements in different ways

—Foreigners employed by localy-owned and controlled companies producing services
on acontractua basis or as employees.

—Foreigners employed by localy-owned and controlled companies producing goods on
acontractua basis or as employees,

25. Thefollowing categories of persons are excluded from GATS.

—Graduate corporate trainees, whose main purpose is receiving education/training, but
who however may, as part of ther training work in the company;



—Border workers. persons commuting between their country of usud residence (usudly
their country of citizenship) and their place of employment abroad (United Nations
1998a)

—Commute doesn’'t have to occur on adaily basis (United Nations 1998a)

—Specid cases: students, diplomats, foreign military steff, etc.

26. Theabove categories of persons have been excluded from the GATS agreements
because they are not consdered temporary workers in the sense that ether their primary
objective is not working (e.g. trainees and students), or they are considered as entering the
labour market of the country (e.g. border workers) or are covered by other type of
agreements (e.g. diplomatic personnel, staff of international organizations, €tc.).

. Mode 4 persons in the statistical framework

27. Theframework that we propose in this paper takes a broader approach to the
measurement of Mode 4 than the onein GATS. Nevertheess, it triesto maintain the link
with GATS, in the sense that it will dlow for separate identification of the categories of
persons that are covered by GATS.

28. As mentioned earlier, the objective of the framework is to provide a more in-depth
picture of the economic impacts of the movement of naturd persons in the host and home
countries including improved measures of the contribution to GDP and GNI of non-
citizens. Therefore, it includes dl categories of persons mentioned in Section D.1. Figure
| shows the relationship between the coverage of Mode 4 as defined in GATS and as
defined in the extended Satistical framework proposed in this paper.

29. As in the case of the FATS framework, the extended Mode 4 framework proposed
here covers persons working, as independent service providers or as employees, for
companies supplying services as wdl as producing goods. Foreigners working in goods
producing companies (eg. fruit pickers, miners, blue collars in manufacturing companies,
efc.) are not clear cut cases for what concerns GATS coverage. GATS focuses on service
providers and persons working in goods producing industries can be thought of as
providing labour input and thus be conddered as providing services incidentd to
agriculture, mining or manufacturing.

30. It covers dso border workers and graduate trainees as these categories of foreign
workers are important to meet the demand for labour in the host country. Moreover, a
category of specid cases, that is of persons which are consdered non-resdent in the
BOP/SNA (eg. dudents, daff of internationd organizations, etc.) are aso included in the
extended Mode 4 framework as ther identification is important for obtaning a more
comprehensive measure of GNI and GNDI.
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Figurel. Coverageof Mode 4 in GATSand in the extended M ode 4 framework
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E. Time reference

31. Asdefinedin GATS, Mode 4 encompasses natura persons providing servicesin any
of the services sectors on a"temporary™ or non-permanent basis. Natural persons are
defined in Article XVI11(k)° on the basis of &) legd residence; and on b) nationdity.
Moreover, there is no sandard definition of temporary in the GATS and, for the purposes
of specific commitments, WTO Members are free to interpret the term as they wish, and to
st varying definitions for different categories of service providers.

32. "Temporary" is defined negatively in the GATS, in the sense that permanent
migration is explicitly excluded. The Annex of Movement of Naturd Persons Supplying
Services under the Agreement states that GATS does not apply to measures affecting
individuas seeking access to the employment markets of a Member nor to measures
regarding citizenship, residence or employment on a permanent basis. The Annex aso
dates that, regardless of their obligations under the Agreement, Members are free to
regulate the entry and stay of individuasin their territory provided that the measures
concerned "are not gpplied in such amanner asto nullify or impair the benefits accruing to
any Member under the terms of a specific commitment”. The operation of visa

6 See Annex|.
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requirements for natural persons from some Members but not othersis not per se regarded
as nullifying or impairing such bendfits

33. However, some commentators have queried the GATS distinction between service
providers and persons entering the labour market in a country. They argue that, given that
temporary entry under GATS commitments can last for up to 3 years (or in some cases
longer), the service provider hasin effect entered the loca |abour market, even though they
are not gpplying for citizenship, asthey are providing a service which aloca person could
probably do (Y oung, 2000)’.

34. The concept of “temporary” as expressed in GATS s not clear-cut and it hasto be
trandated into an agreed time frame that can be used for Satistical purpose. Centrd thisis
the concept of residence. For datigtical purpose, internationaly agreed frameworks for
economic gatistics (e.g. SNA 1993 and BMP5) as well as migration and tourism gatistics
use the one year rule. According to such frameworks, an individua or household has
changed its (predominant) center of economic interest or his usua resdence or hisusud
environment if the persor/household intends to stay in another country for longer than one
year. The one year rule, though, does not seem appropriate for the GATS agreements. The
framework proposed here uses the same conventions of the other frameworks and it
identifies the rlevant flows, which will ether be presented in the nationd accounts (in

case the person works in the host country longer than 12 months) or in the balance of
payments (if the person does not have the predominant resdence in the country).

Moreover, since the extended Mode 4 framework includes dl categories of non-citizens
working in the country on short or more longer term basis (up to 3 months, 3-12 months, 1-
5 years, more than 5 years), it would not be advisable to change the international
recommendetions.

F. The concept of residence

35. The concept of resdence is centra for the measurement of key economic variables
relevant for the measurement of Mode 4. All internationaly agreed datistical frameworks,
namdy the 1993 SNA, BPM5, the migration datistics and the tourism satellite accounts
framework use, in generd, the 1 year rule to define the resdence however there are some
differences among the various frameworks  Bdow we discuss in further detal the
definition of resdence in each of the mentioned frameworks and outline the mgor
differences.

1. BOP/SNA definition of residence

36. The BPM5 (BPM5 paras 63-72) and the 1993 SNA use the same concept of residence
in order to define the limit between resdent and non-resident ingtitutiond units

(corporations, government units, households and non-profit inditutions). For ease of
reference, Box | reports the relevant paragraphs of the BPM5 on the residence of

7 JuliaNielson 2003.
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households. The concepts and definitions discussed in the paras 63- 72 are centra for the
discusson of the universe of the gatistical framework to Mode 4.

Box |. Concept of residency in the Balance of Payments Manual 5

63. In most cases, it is reasonable to assume that an ingtitutional unit has a center of economic interest in a country if the unit has
already engaged in economic activities and transactions on a significant scale in the country for one year or more, or if the unit
intends to do so. The conduct of economic activities and transactions over a period of one year normally implies a center of
interest, but the choice of any specific period of time is somewhat arbitrary. The one-year paiod issuggested only asa guiddine
and not as an inflexible rule.

66. A household has a center of economic interest when household members maintain, within the country, a dwelling or
succession of dwellings treated and used by members of the household as their principal residence. All individuals who belong tc
the same household must be residents of the same country. If a member of an existing household ceases to reside in the country
where his or her household is resident, the individual ceases to be a member of that household.

67. If aresident household member |eaves the economic territory and returns to the household after alimited period of time, the
individual continues to be aresident even if he or she makes frequent journeys outside the economic territory. The individual’s
center of economic interest remains in the economy in which the household is resident. Treated as residents are:
travelers or visitors—individuals who leave an economic territory for limited periods of time (less than one year) for business or
personal purposes (see paragraphs 71, 243, and 244);
workers or employees—individuals who work some or all of the time in economic territories that differ from those of their
resident households. Such individuals are:

workers who may, because of seasonal demand for labor, work part of the year in another country and then return tc

their households;

border workers who regularly (each day) or somewhat less regularly (e.g., each week) cross frontiers to work in

neighboring countries;

staff of international organizations who work in the enclaves of those organizations;

locally recruited staff of foreign embassies, consulates, military bases, etc.;

crews of ships, aircraft, or other mobile equipment operating partly or wholly outside an economic territory.

68. An individual may cease being a member of aresident household when he or she works continuously for one year or morein
aforeign country. If the individual rejoins his or her original household only for infrequent short visits and sets up a new
household or joins a household in the country where he or she works, the individua can no longer be treated as a member of the
original household. Most of the individual’s consumption takes place in the country where he or she lives or works, and the
individual clearly has a center of economic interest there.

70. The situation differs for military personnel and civil servants (including diplomats) employed abroad in government enclaves.
Those enclaves—military bases, embassies and the like—form part of the economic territory of the employing government, anc
the personnel often live as well as work in the enclaves. Therefore, government employees working in such enclaves continue to
have centers of economic interest in their home countries while, and however long, they work in the enclaves. They continuetc
be residents in their home countries even if they live in dwellings outside the enclaves.

71. However long they study abroad, students should be treated as residents of their countries of origin, as long as they remain
members of households in their home countries. In these circumstances, their centers of economic interest remain in their
countries of origin rather than in the countries where they study. Medical patients staying abroad are also treated as residents of
their countries of origin, even if their stays are one year or more, as long as they remain members of households in their countries
of origin.

72. Someindividuals have several international residences where they may remain for short periods (e.g., three monthsin each of
four countries) during a specific year. For these individuals, the centers of economic interest often are international rather than
designated economies. While consideration should be given to such factors as tax status, citizenship (can be dual), etc., this
Manual and the SNA do not recommend a specific treatment. The choice is|€ft to the discretion of the economies concerned. The
treatment should be coordinated, if possible, to foster international comparability.

Source: BPM5 paras 63-72.

37. The concept of residence is not based on legd criteria or on the geographical
boundaries of a country but on the center of economic interest in the economic territory.
The center of economic interest is defined as the place where household members maintain,
within the country, adwelling [...] used by members of the household as their principa
resdence. (BPM5 para66) All members of the household must therefore have the same
residence and be residents of the same country.
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38. Inthe 1993 SNA and in the BOP the residence of dl individuas of ahousehold is
defined so that al household members are within the same economy of resdence. If an
individua moves with the intention of staying aoroad for ayear or longer he/she ceasesto
be amember of the household in the country of origin. He establishes anew household in
the host country (which could be a 1 person household) and becomes resident that country.
The unit for establishing resdence in the 1993 SNA and BPM5 is the household and not
theindividud. In thisrespect, the economic satistics frameworks differ from the

migration and tourism setigtics, which consder individuals rather than households asthe
basic units of measurement.

39. Anindividud who isworking aboroad but remains being employed and paid by an
enterprise of hisher home country, is considered as aresident of the host country, if he/she
works in that country for more than 1 year. The employee should be treated as an employee
of a quad-corporation owned by the enterprise and as aresident in the country where the
work takes place. Smilarly saff of international organizations are treated as residents of

the host country after one year and are paid by compensation of employees by a body
outside the economic territory of the host country. Also, locdly recruited staff of

embassies, consulates and army bases remains resident of the economic territory working
for an entity within a non-resident enclave.

40. Asindicated in Box|I, the following categories are treasted in BPM5 as resident:

travelers or visitors: individuas who leave the economic territory for lessthan 1
year for business or persona purposes (including students, medical patients
seeking trestment abroad, pilgrimage, etc.)

workers or employees:. individuds who work some or all of thetimein

economic territories that differ from those of their resdent household

0  seasond workers (work part of the year in another country of seasonal
demand of labour: eg. in winter/summer tourism employees, harvest aids
like fruit pickers, etc.)

0  border workers who cross regularly frontiers to work in aneighbouring
country

o  gdf of internationd organizations

0 locdly recruited gaff of foreign embasses, consulates, military bases, etc.

0  crewsof ships, arcraft, or other mobile equipment operating partly or
wholly outside an economic territory.

41. Thefollowing categories are trested as non-resdentsin the BPM5, even if the
individuals’households resde in the host country for more than 1 year.

a) diplomats and their families and

b) expatriate gaff of foreign military bases and thair familiesliving aoroad for
more than 1 year would still be resdents of the countries of origin

C) students going abroad to study
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d) patients going abroad for medica treatment

e) ship’'screws

f) employees of international organizations and their accompanying dependents
who work in the enclaves of such organizations,

0) locally recruited of embasses, consulates and military bases

h) refugees

42. The Annotated Outline (IMF 2004) proposes to broaden the application of the one
year rule to dl the cases above except for a), b) and g). Thiswill make the Balance of
Payments recommendations in line with tourism and migration satigtics. Thiswould be
particular relevant in the case of sudents who may enter the labour market taking up part
time jobs in the country where they study and whose studies may be funded from the host
economies. The other categories areless likely to enter the labour market and so less
important in the context of Mode 4.

43. The Annotated Outline dso identifies the issue of trestment of nonpermanent workers
who stay in the host economy for one year or longer but expect to return to their home
economy, and maintain other strong ties to their home economy such as having dependents
there. 1t clamsthat classfying these workers as resdents of the host economy means that
they are treated identically to permanent residents of the host economy, which does not
reflect their strong economic interest in the home economy.

44. Theframework proposed in this paper does not recommend changing the concept of
residence to better measure the impact of nonpermanent workers in the host and receiving
economy. It suggestsingtead to separately identify the flows and stocks within the nationd
accounts and balance of payments statistics related to these individual ghouseholds. There
are severd reasons why changing the concept of resdence in aframework to measure
Mode 4 is not be recommended:

(@) Thereisno agreed length of timefor defining non-permanent workers. GATS
commitments cover movement of people ranging from 3 monthsto 5 years.
Using an arbitrary length of timeis not operationd, as countries would gpply
different time frames which will result in gaigtics which are not comparable
across countries,

(b) The variables to measure Mode 4 are derived from existing economic
frameworks, namely the nationa accounts and balance of payments. The
concept of residence for the Mode 4 framework should therefore be linked to
that of those frameworks;

(c) Adopting adifferent concept of resdence would imply reclassfying
transactions between resident-to-resident and resident—to-nonresident. Thiswill
have an impact throughout the sequence of accounts thus having implications
on standard macro-economic aggregates such as consumption, savings,
disposable income which may create confusion.
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45. A third issue, which is dso raised in the Annotated Outline (IMF 2004) and it is of
relevance for the measurement of Mode 4, is the issue of persons with severa centers of
economic interest (multiple residences), that is mobile individuas who have connections
with two or more economies and who do not stay in any one economy for a year. The
Annotated Outline (para. 4.33) proposed a change in the definition which should be
expressed as “predominant center of economic interest” rather than “center of economic
interest” asitisin the existing BPM5.

. Migration Statistics and Mode 4

46. An internationd migrant is defined as “a person who changes his or her country of
usual residence’. (RSIM para 32) The “country of usud resdence’ is the country where
the person lives and usudly spends the daily period of rest. Temporary travel abroad for
purposes of recregtion, holiday, busness, medicd treatment or reigious pilgrimage does
not entail a change in the country of residence.

47. Smilaly to the 1993 SNA and BPM5, the Recommendations on Statigtics of
International Migration (RSIM) as wel as Tourism Satellite adopt a definition of resdence,
which is not based on legd criteria but rather to the place of usud residence.

48. Some gpecid cases ae pesons who mantan two or more residences (migrants
between countries), students living away from the parentd home (incdluded in migration
datidtics, thus trested differently from 1993 SNA and BPM5), members of the armed
forces living @ military inddlaions (excluded) and persons who degp away from ther
home during the working week but return home for several days a the end of each week
(e.g. border workers which are consdered not relevant for migration).

49. A resdent of a country is defined as “a person who i) has lived for most of the past
year (12 months) in tha country or ii) has lived in that country for a shorter period and
intends to return within 12 monthsto live in that country.”

50. Migrants (treated as resdents of the country of ariva) include short term migrants
(those who change the country of usual residence for a period between 3 and 12 months
with the exception of people going &road for recregtion, holiday, busness, medica
trestment or rdigious pilgrimage) and long term migrants (those who move to a country for
at least 12 months).

51. Persons daying less than 3 months are not trested as migrants in the framework for
migration satigtics which nevertheless covers non-migrants as follows
: Border workers
Personsin trangt
Vigtors (tourigts, excursionigts, business travelers; inflow, outflow)
Diplomeatic personnd (diplomats and consular personnel; dependents and
domestic employees)
Military personnd (military personnel proper; dependents and domestic
employees)
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52. For reference, Annex I11 gives an overview of the categories included in migration
ddtigtics taxonomy.

. Tourism Satellite Account (TSA) and Mode 4

53. TheTSA gmilaly to the migration datistics usesthe 1 year rule to differentiate
vigtors from (long-term) migrants. Tourism Satellite Account (TSA) uses the concept of
usua environment and defines the characterigtics of a person to qudify asavigtor:

Person is outside the usud environment for lessthan 1 year (for leisure,
business, etc.)

The main purpose of the travel is other than the exercise of an activity
remunerated from within the place visted (TSA para2.4).

54. Theusud environment (which is different in the Recommendations of Tourism
Statigtics and the SNA/BOP) “consists of the direct vicinity of his’her home and place of
work or study and other places frequently visited”, which has two dimensions and does not
make a difference between places located within or outsde the country of the (primary)
residence:

Frequency: places which are frequently visited by a person (on aroutine basis)
are conddered as part of hisher usua environment even though these places
may be located at a consderable distance from higher place .

Distance: places located close to the place of residence of a person are also part
of higher usud environment even if the actud spots are rarely visted. (TSA
para2.6)

55.  While the place where a person works and the place of the residence are consdered to
be both places of usua environment in Tourism Accounts and applies to individuals,
BOP/SNA gearsto the place of residence (of a household) as the center of economic
interest. Thiswould imply for example that:

Students are part of the family’ s household and thus residents of the centre of
economic interest of the household (BOP/SNA), but their usud environment
includes the University, and/or place where they live (TSA),

Sick persons, staying in ahospita for more than ayear aswell as prisoners are
dtill resdents of the household from which they come (BOP/SNA) while their
usua environment is the hospital/prison (TSA). (TSA para2.13)

56. Inthisregard tourism and migration Statistics are congstent in the sense that gudents
and tourists who stay abroad for more than one year are no longer resident of the country of
origin. Asdiscussed above, there is some discussion of harmonizing the economic

gatigtics with the tourism and migration statistics by changing the concept of resdencein
SNA and BPM5 and apply more broadly the 1-year rule.
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57. It appearsthat workersintending to stay only for a short period of less than 3 months
are not covered neither by migration Satistics - since migration statistics consders short-
term migrants people who have the intention of stay in a country for more than 3 months;
nor by tourism statistics — since they expect to be remunerated from within the country of
destination. In theory, seasond workers (e.g. in winter/summer tourism centers, as
agriculturd harvest aides) are not tracked by any of the two systems, even though their
presence is fundamenta in certain countries and an important part of the Mode 4 datistica
framework proposed in this paper. The same holds true for own-account service providers
(who expect remuneration for their services ddivered in the country of destination), which
are covered neither by migration nor by tourism Statistics. In practice however, the flow of
this persons is recorded by tourism dtatistics through border surveys. Because of these
contradictions and imbalance in trestment with BPM5, it would be useful to revigt the
definition of vigtor.

58. Annex IV includes atable which describes the differences in concepts and definitions
between existing Satistica frameworks, namely the BPM5/1993 SNA, the migration
datigtics, the tourism satdllite accounts and links the concepts to Mode 4 as defined in the
GATS by category of worker (as defined in BPMD5). It dso discussesthe
incluson/excluson from GATS of the various category of workers and shows the relevant
variablesin BPM5. In order to take into account the recent discussions of the IMF
Committee on Baance of Payments Statigtics the column “AO-BMP5 (Internationd
Monetary Fund 2004)” has been introduced to reflect possible changesin the trestment of
certain groups of natura persons.

. Statistical framework for measuring Mode 4

. Introduction

59. Themain objective of the framework for measuring mode 4 presented in this paper is
to provide a consstent and comparable way across countries to measure the economic
impact in the host and home countries of persons providing services on “temporary/non-
permanent” basis. The framework is an internd satdllite system of the nationa accounts
and the baance of payments. “Internd” satdlite accounts is aterm which has been used to
identify satellite accounts that do not change the core system, but expand it by separately
identifying information which is rdlevant to the phenomenon being analyzed.

60. Asdiscussed in the previous Section, thereis not a clear-cut definition of (8) who is
covered by GATS; (b) what are the types of services covered by mode 4 in the GATS; and
(c) what ismeant by “temporary”. The approach taken in the suggested framework isto
broaden the scope of the Mode 4 as defined in the GATS by including al non-citizens
working for goods producing and service providing companies not only on short-term but
aso on longer term basis. The expansion of the coverage of Mode 4, has lead to the choice
of the nationd accounts framework, as longer-term workers (more than 12 months) are
consdered residents of the economy where they work and thus covered in the nationa
accounts. The reasons for presenting a broader framework isto obtain a better
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understanding of the economic impact of non-citizens on the domestic economy as well as
of citizens resding abroad.

61. Theideaof the framework isto identify the relevant flows and stocks, both in volume
and money terms, that are relevant for the measurement of the Mode 4 by disaggregating
the employees and the household sector to which they belong on the basis of socid and
demographic characteristics which are relevant for Mode 4. Thisis achieved through
linking the socid accounting matrix with the labour matrices, usng classfications that are
of interest for theanalyss.  The framework thus has the multiple objectives of providing a
better measure of Mode 4, improve the estimates of the national accounts aggregates,
which would benefit from the exercise of explicitly linking migration, tourism and labour
data to economic data, and alowing for scenario modeling making use of the matrix
presentation. Thiswould be particular interesting for policy makersto andyze the impact
of certain policies on Mode 4 on the home and host country economies.

. Universe

62. Thedatigtica framework that we propose in this paper has the broad objective of
measuring the positive and negative impacts on the host and home economies of the
movement of natural persons and improve gatitics on remittances and hence obtain more
reliable aggregates such as GNI and GNDI. For this reasons, the universe that we consider
israther broad, covering dl non-citizens, whether working on temporary basis or residing
for longer term in the host country. The flows of residents to non-residentsin the host
countries are mirrored in the flows from non-residents to residents in the home country.
This paper takes the perspective of the host countries asit iseaser to collect information
on nor-citizens resdents and non-residents in the country where they work, rather than for
acountry to track down its citizens working abroad. Because citizens in one country are
citizens of another country, exchanges of information among countries have the potentid to
provide home countries, which may not be able to collect information on their citizens
abroad, with information on the flows from ther citizens back to the home country and
stocks held by their citizens abroad.

63. Tablel showsalig of categories of persons (and their dependents) that are covered
by the gatistica framework to measure Mode 4. The categorization used is based on
BPM5 and GATS. Not al categories consdered in BPM5 are included. In particular, we
exclude those categories of workersin BPM5 that will not be the object of GATS
negotiations, namely diplomatic personnd, military people, refugees, etc. Weinclude
however certain groups, that athough not part of GATS, have an impact in the labour
market and have an impact on GNI/GNDI. Thisisthe case of students who may enter the
labour market taking up part-time jobs while studying. Although, this paper does not
identify pensioners as a separate category, they are an important category. Pensioners tend
to establish close links with the home country once they have retired and have different
consumption behaviour than people who are in the labour force.
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Tablel. Mode-4 framework universe

GROUP OF NON-CITIZENS

RESIDENT

NON-RESIDENT

Of which: Intra-corporate transferees
Self-employed
Foreign employed
Graduate trainees

1) Migrant (and its dependents) working in host country

X (>12 months)
X (>12 months)
X (>12 months)
X (>12 months)
X (>12 months)

X (<12 months)
X (<12 months)
X (<12 months)
X (<12 months)
X (<12 months)

Staff of international organizations not working in enclaves | X (>12 months) X (<12 months)

2) Persons who are not residents of the countries where they work X
Of which: Seasonal workers X
Border workers X
Short-term migrants X

3) Persons working for non-resident entities (locally recruited staff of

consulates embassies and military bases) X (>12 months)

X (<12 months)

4) Students (working in the host countries on a part-time basis) X

5) Medical patients? X

6) Persons, excluding transport cruise and excursionists, traveling for

business purposes X (>12 months) X (<12 months)

7) Persons having external financial assets and/or liabilities X (>12 months) X (<12 months)

WIncluded as an exception. Possible changes in the treatment in terms of residence the revision of BPM5 will havean effect on
GNDI.

3. Classifications

64. Classfications are the backbone of any statistica system. In the framework for the
measurement of Mode 4 proposed in this paper, economic classfications, commonly used
in the national accounts/balance of payment gatistics, namely |SIC and CPC are crossed
with demographic and socid dassfications, which better qudify individuas and
households they belong. Of particular importance for the framework is to define and
measure who transacted (paid, received, transferred, etc.) with whom and further categorize
the persons/households, which take part in the transactions on the basis of socia and
demographic characteristics to better identify their economic behaviour. For internationd
comparability, it isimportant that the framework is based on common classfications and
that broad standard groups are distinguished. Each country can then choose to use more
detailed or dterndtive classfications on the basis of loca congderations.

65. The classfications used in the framework are:

(a) 19C for dlassfying indudtries;
(b) CPC, EBOPS and GNS/W/120 for classifying products;
(c) 1SCO-88for dassfying kill leve of the persons employed;
(d) ICSE-93 Internationd Classfication of Status of Employment for classfying
persons employed;
(e) 1SCED for classfying the educationd leve of the persons employed;
(f) Households and persons may aso be disaggregated on the basis of
(i) country of origin/citizenship;
(if) nationdity/ethnic background;
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(iii) length of stay, etc.
Each dassfication is briefly discussed below.

Classification of activities ISC 3.18

66. ISIC is a standard classification of productive economic activities. Its main
purpose is to provide a set of activity categories that can be utilized for the
collection and presentation of statistics according to such activities. Therefore, ISIC
aims to present this set of activity categories in such a way that entities can be
classified according to the economic activity they carry out. Defining the categories
of ISIC is as much as possible linked with the way the economic process is
organized in units and the way in which this process is described in economic
statistics (UN 2004).

67. ISIC is not a classification of goods and services. The activity carried out by a
unit is the type of production in which it engages. The characteristic of the unit
according to which it will be grouped with other units to form industries is the
type of production in which it engages (UN 2002). An industry is defined as the
set of all production units engaged primarily in the same or similar kinds of
productive economic activity. As it is not possible, even in principle, to establish a
one-to-one correspondence between activities and products, ISIC is not designed
to measure product data at any detailed level. For this purpose a separate
classification was developed, namely, the Central Product Classification (CPC).
Although each category in CPC is accompanied by a reference to the ISIC class
where the goods or services are mainly produced (criterion of industrial origin),
classification of products is based on the intrinsic characteristics of the goods or
the nature of the services rendered (see below).

68. ISIC has also been used to group FATS variables according to ISIC Categories
for Foreign Affliates (ICFA). These categories cover all activities by with more
detail provided for services than for goods.

81ac is currently being revised by the Technica Subgroup of the Expert Group on Economic and Sociad
Classifications and will be submitted to the Statisticad Commission in 2006 for gpprova after a second round of
country conaultationsis completed. Anticipated changesin ISIC 4 include:

Increasein top-leve sections (from 17in1SIC3.1t0 21in1SIC 4)

Additiona aggregate leve (lessthan 10) of the 21 top-level Sections. Thiswill not be part of the officid

classfication

Separate identification of repair and maintenance of capital goods under Manufacturing

Separate identification of an “Information and Communication” Sector;

Combined presentation of “Water supply; sewerage, waste management and remediation activities’

Separate identification of “ Administrative and Support Service Activities’;

Inclusion of “Professond, Scientific and Technica Activities’, “ Arts, entertainment and recreation” in

the top-leve

Merging “Agriculture, hunting, fishing and forestry” to one Sector
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Classifications of products CPC® EBOPS and GNSW/120
CPC

69. Themain purpose of the Central Product Classfication (CPC) isto provide a
framework for the international comparison of statistics dedling with products and was
developed primarily to enhance harmonization among various fieds of economic and
related statistics. CPC constitutes a comprehensive classfication of dl goods and services.
It presents categories for al products that can be the object of domestic or internationa
transactions or that can be entered into stocks. It includes products that are an output of
economic activity. The CPC in generd follows the definition of products within the SNA.

70. Theprinciples of classfying goods and servicesin CPC are the physica properties,
the intrinsc nature of the products (raw materid input, stage of production, purpose or user
category and typicd prices) aswel asindustry of origin. The CPC classifies products
based on the physical properties and the intringc nature of the products as well as on the
principle of indudrid origin. It is split into two parts - a goods part (Sections 0-4) which
uses HS (Harmonized Commodity Description and Coding System) as building blocks and
aservice part (Sections 5-9).

71. The correspondence between |SIC and CPC is not intended to be a strict one-to-one
relation, but a useful tool to identify main industries of origin for product classes. It hasto

be recognized that the products industries produce vary, that typical economic products are
very often bundles that include both goods and services (e.g. books: service of the author,
retall sale service, publishing service; meals and drinks in restaurants, computer software,
efc).

72. CPC was used as a source in the preparation of the Generd Agreement on Tradein
Services (with aresulting correspondence between the GNS/W/120 List and CPC, 1.0) and
is harmonized with the Extended Balance of Payments Services (EBOPS) (United Nations
2002).

EBOPS

73. EBOPSisamore detalled classfication that than of BPMS5 for internationd trade in
services between residents and non-residents etc.) (MSITS). The classfication include a
number of memorandum items which are not ways confined to services transactions but
are included to provide more information on the transactions to be recorded.

74. A further detall isrecommended in EBOPS. Thisisin response to the recognition of
of detail necessary for GATS negotiations as well as the importance of servicesin

% cre isgoing to berevised in pardld to the update of 1SIC by the Technical Subgroup of the Expert Group
on Economic and Socid Classfications.
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globdization. Thereisno one-to-one correspondence between CPC and EBOPS. In some
cases CPC cdls for more details than EBOPS, in other it isthe opposite.

GNSW/120

75. The GATS negotiations are done on the basis of the Service Sectoral Classfication
List (GNS/W/120), which was developed by GATT in 1991. Although thereisavery
close link between the service part of the CPC and GNS/W/120,'° GNS/W/120 should be
conddered as a negotiating list rather than asadtatistica classfication. The 12 mgor
categories of GNS'W/120 are:

1. Business sarvices.

2. Communication services.

3. Condtruction and related engineering services.
4, Didribution services.

5. Educationa services.

6. Environmenta sarvices.

7. Financid services.

8. Hedth-rdlated and socid services.

9. Tourism and travd-related services.

10. Recreationa, cultural, and sporting services.
11. Transport services.

12. Other services not included dsewhere.

76. GATS recommends usng a product rather than an activity classfication for
negotiating specific commitments. 1t may be difficult to obtain information on specific
services, independently of the activity by which they were produced. For this reason, we
propose to shift the focus from servicesto activities and cross-classfying the non-citizens
workers on the basis of the industry (by 1SIC) in which they are employed or to which they
provide services..

ISCO-88 and ISCED

77. TheInternationd Standard Classification of Occupations (1SCO-88) was developed as
a classfication system for occupationa data from population censuses, satistical surveys

or adminidgtrative records. The concept of the classification rests on two pillars, the type of
work performed (job) and skill. Job is defined as the set of tasks or duties executed by one
person; aset of jobs whose main tasks are characterized by a high degree of smilarity
congtitutes an occupation. Skill is defined as the ability to carry out the tasks and duties of
agiven job and the skill concept was used to delineate and aggregate 1SCO-88 groups.
ills have two dimensons

(@) skill levd: afunction of the complexity and range of tasks and dutiesinvolved;

10 The correspondence was updated to incorporate the changesin CPC v.1.0 and can be found as Annex 11 in
United Nations 2002.
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(b)skill specidization: defined by the fidd of knowledge required, the tools and
meachinery used, the materials worked on or with, aswell as the kinds of goods and
services produced.

78. Thefour broad kill levels as defined in 1ISCO-88 are based on the educational
categories and levels which appear in the Internationad Standard Classification of
Education (ISCED 1976), which are:

ISCOill level 1. primary education, usudly beginning at theage of 5, 6 or 7 and
lasting for 5 years (ISCED, cat. 1)

ISCO ill level 2. first and second stages of secondary educetion, covering ages about
11-18, induding on-the-job training or apprenticeships (ISCED cat. 2 and 3)

ISCO «ill level 3: comprises education beginning at age 17 or 18, lasting 3 or 4 years,
leading to an award not equivaent to a university degree (ISCED cat. 5)

ISCO «ill level 4. university or postgraduate university degree or equivaent (ISCED
cat. 5)

79. TableA.1inAnnex Il shows the relationship between ISCED based kill level and
the Major Groups of 1SCO (1% levd), including information on how the Mgor Groups are
disaggregated on the 2™, 3 and 4" level. Even though 1SCO uses |SCED as an
goproximation for the skill level thereis an inherent difference between the two
classfication systems. ISCED classifies education programmes while ISCO classfies jobs,
whose required skills are approximated by the education a person typicaly needs. The
education supposed to be needed and the forma education a person has can differ
sgnificantly. Academic qudifications (forma education) can in certain cases be
subgtituted by experience or informa training and thus the academic educeation atained is
only aproxy. Likewiseit isaso possble that people with higher academic qudlifications
carry out tasks where less qudifications is needed (“overqudification”). Thus, the decisve
factor for determining how an occupation should be classfied is the nature of the skills
required for the job, not the way in which these skills have been acquired.

80. Inprinciple, Mode 4, as defined in the GATS, includes service suppliers at al kil
levels. Infact, GATS specifies “that qudifications, procedures, technica standards and
licensing requirements should not congtitute unnecessary barriersto trade in services” and
therefore forma quaifications should not be the criteriafor granting accessto a service
market (e.g. requiring a state-certified master craftsmen’s diploma by anationd trade-
union for foreign citizens could very likely count as an artificia burden to market access).
However, WTO Members commitments have been generdly limited to the “higher
skilled” — managers, executives, Specidists — dthough these terms are generdly further
defined. Examples of categories of occupationsin existing GATS nationd schedules
(Butkeviciene 2002):

Legd services supplied by alawyer or atorney

Accounting, auditing and bookkeeping services supplied by an accountant
Medica doctors and dentists

Fashion models and those in specidist occupations
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*  Urban planner

*  Senior computer specidist
o  Sysgemsandys

* Programmers

o  Software document andyst
* Heddengineers

* Trave tour managers

81. Therevison of ISCO-88, which is currently under way, would provide an opportunity
to include in the classification additiona categories of jobs'* which are the object of GATS
Mode 4 commitments. The technica subgroup on Mode 4 should follow closdy the
revison of |SCO-88 and provide input in the revision process.

Other classifications

82. The measurement of Mode 4, as defined in this paper, would require classifying non-
citizens on the basis of socia-demographic characterigtics. Classifications based, for
example, on length of stay, country of citizenship, type of households, nationdity/ethnic
background could assist to obtain a more precise picture of the economic behaviour of the
foreign workers and the households to which they belong.

83. Citizenship is used as a classfication variable of natural personsin censuses and
migration statigtics (in combination with country of birth). The terms citizen and
ctizenship are preferred over the terms nationd's and nationdity since the latter could dso
refer to the ethnicity of an individud. “ Citizenship isthe legd nationdity of each person. A
ctizenisalegd nationd of the country of the census, aforeigner or dien is anon-nationa
of that country.” (United Nations 1998). Because the country of citizenship of a person
need not necessarily coincide with the country of birth of that person both items might be
recorded for Mode 4 measurement. This may be particularly useful for treditiond
immigration countries eg. Audtrdia, Canada, USA. For such countries, the country of birth
is an eadlly identifiable concept, which is the criterion most often used to identify
international migrantsin population censuses and also used in other demographic data
sources, such as household surveys. (Bilsborrow et al. 1998).

84. In countries where ethnic background, defined in terms of country or area of origin as
distinct from citizenship or country of lega netiondity, race, colour, language, religion,
customs of dress or egting, tribe or various combinations of these characteristics (United
Nations 1998, para. 2.116), plays arolein terms of accessto labour market and wages,
workers may be classfied asfollows.
citizens
= by type of nationdity/ethnicity (where gpplicable)
non-citizens (=foreigners) by country of origin
= ghort-term (0- 12 months)

1 Thereisaproposa for achangein the descriptive definitions for the unit groupsfor nursing occupations, a
proposa for anew occupationa group for Medical physicist and an extension eg. for Landscape ar chitects. Other
new occupations not existing in 1988 would be webmeasters, environmental engineers, convention managers,

computer managers, ec. (U.S. Bureau of Labor Statistics 1998).
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»  |ong-term (>12 months)
= permanent (12 months -5 years, more than 5 years)

The use of cross-classifications in the Mode 4 framework

85. The classfications discussed above are used extensively in different parts of the
framework. Each classfication can be used to answer different questions. For example:

“Inwhich sector is the person (foreign or citizen) working?” b ISIC
“What services are produced/consumed?’ b CPC/EBOPS

“What are the skills of theworker?’ b |SCO-88

“Isthe foreign worker working in the country on atemporary basis (eg. lessthan 12
months) or on a permanent bass?’ b Migration gatistics

“What type of contract does the foreign worker holds?” b Labour statistics
“What is hisher country of origin?’ P Migration statistics

“What type of household does the person belong?’ (e.g. household whose main source
of income is wages and salaries, remittances or penson?)
etc.

86. Cross-classfying different units on the bas's of the economic aswell as socid and
demographic characterigticsis key in the measurement of Mode 4 and will prove avery
powerful tool for an improved measurement of the impact of foreign workers (including
Mode 4 workers, as defined by GATYS) in the host and home economies.

. Economic variables for Mode 4

87. Theobjective of the framework is to measure the positive and negative impacts on the
host and home economies of the movement of natural persons. A wide range of economic
variables may be pertinent for analytica and policy purposes. The sdection of the
variables to be collected is based on their usefulness for measuring globa phenomena and
their impacts in home and host countries. With such congderations in mind, the following
variables are consdered fundamentd for the analysis of such impacts: (8) number of Mode
4 persons; (b) remittances; (c) imports and exports of servicesin relation to the deliveries
of services by Mode 4 persons; (d) consumption expenditures; (€) migrants transfers; (f)
net wedlth. These variables should be compiled by both the home and receiving
economies. Asaresult, balancing items such as GNI, GNDI and saving would improve
ggnificantly.

Number of Mode 4 persons

88. InaMaode 4 context, the number of non-citizens classified by category of workers and
industry would be an important variable for the analysis of the impact of Mode 4 persons
on the host and receiving economy.
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89. In particular, thisinformation would be useful to construct more detalled informeation
about the workers and analyze their contribution to the production processes for
productivity analysis (e.g. compile labour accounts and obtain information in terms of full-
time equivdent (FTE).

Imports/exports of services

90. Theincreased importance of trade in services and the internationalization of services
production have led to an increase in the movement of natura persons as service providers
across borders. Imports and exports of services classified by type of service and by the
category of worker delivering the services is an important policy indicator. 1t would alow
to identify: (a) the impact of importsexports of services by Mode 4 personsin the; (b) what
are the types of services delivered/received (e.g. high tech, household services, etc.). This
information is extremely relevant for policy asit would alow policy makersto take an
informed decison about, for example, establishing training programmes within the

countries so as to meet the demand of certain servicesinterndly.

91. Importsand exports of services of Mode 4 persons would only cover services
provided by non-residentsthat is for persons who stay in/leave the host country for less
than 12 months. Thiswould provide an incomplete picture of the impact of Mode 4
persons on the economy as GATS covers “temporary” workers, where temporary does not
refer to a definite length of time but could go up to 5 years. To obtain more detailed
information of the impact on the host and home economy of the services provided by Mode
4 persons, it would be useful to obtain an indication of their contribution to vaue added in
terms of vaue and volume of labour input (e.g. number of persons, wages and sdaries,
mixed income, etc.) of the country where they work. This could be achieved by dassifying
workers according to their length of stay and the industry in which they work.

Remittances

92. Remittances are defined asthe tota income flowsin cash or in kind thet are
payablelreceivable and transferred to/received from anon-citizen household™ residing in
another country and belonging to any of the groupsin Tablel.

93. Inthe case of non-citizens residents, remittances are defined as the part of the
household income, which can be derived from various sources, domestic or from the rest of
the world, which is not consumed or invested but leaves the country where the household
resdes. The various sources of incomeinclude: (d) compensation of employees; (b)
property income (e.g. interests on bonds, rents on land, etc.), (c) socid contribution and
benefits (e.g. unemployment, maternity, and child support benefits, etc.) and (€) other
current transfers (e.g. workers remittances and other remittances).

94. Inthe case of personswho are non-resident (e.g. business travelers and short term
workers), remittances are defined as the difference between gross compensation of
employees receaived, including benefitsin cash and in kind, which is not consumed and

12 Non-citizens househol ds we intend those households in which at least one member is non-citizen.
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travel expense (e.g. hotdls, food, transportation, etc.) in the country where the person
worked.

95. Remittances as defined above explicitly cover hand-carried goods by friends or family
members, or in-kind remittances of jewelry, clothes, and other consumer goods. It dso
includes transfers through informal channels—hawala®®. Information on this may be
difficult to obtain.

96. The definition of remittances used here is broader than the definition used in BPM5
which definesworker s remittances as covering current transfers by migrants who are
employed in new economies and considered residents there. (A migrant is a person who
comes to an economy and stays or is expected to stay for ayear or more). Workers
remittances often occur between related persons (BPM5 para 302). This definition seems
to cover only persons who are employed within the country of resdence. The definition
we propose, ingtead does not make the distinction of the origin of the income, which could
aso, for example be apenson. Some of these flows are covered in BPM5 under other
current transfers.

97. Thedefinition used hereis dso broader than the definition used in Globa
Development Finance (GDF) 2003 (World Bank 2003). Remittances are defined in GDF
2003 as the sum of three components. (a) workers' remittances recorded under the heading
“current transfers’ in the current account of the balance of payments; (b) compensation of
employees which include wages and salaries and other benefits of border workers (such as
local taff of embassies) and which are recorded under “income’ subcategory in the current
account; and (c) migrants' transfers which are reported under capita transfers in the capitd
accounts. (World Bank 2003, Annex to Chapter 7 — Sources of remittance data) This
broader definition is believed to capture the extent of workers remittances better than the
data reported under the heading of workers' remittances in the BPM5. Country practices
have shown that remittances may be recorded ether as compensation of employees —thisis
the case, for example, of the Philippines— or as workers remittances — thisis the case, for
example, of India. The above definition does not include transfers through informa
channels—such as hand-carries by friends or family members, or in-kind remittances of
jewdry, clothes, and other consumer goods, or through hawala, athough they are
recognized their Sgnificance (ranging from 10 to 50 percent of the total remittances
defined above).

98. The GDF 2003 definition combines current transfers (workers' remittances and
compensation of employees (probably net, athough not specified)) with capita transfers
(workers remittances). Although this definition is broader than the BPM5 workers
remittances, it is dtill arestricted definition in the sense as it does not encompass dl the

13 "Hawaa' (also referred as hundi) is an dternative remittance system, which allows transferring money without
actudly movingit. Money changers ("Hawaladar") receive cash in one country and correspondent hawaadarsin
another country dispense anidentical amount (minus minimal fees and commissions) to arecipient or, less often,
to abank account. E-mail, or letter ("Hundi") carrying couriers are used to convey the necessary information (the
amount of money, the date it hasto be paid on) between Hawaadars. It isbased on atrust and the extensve use
of connections such as family relationships or regiond &ffiliations.
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income flows discussed above. Moreover, Migrants transfer is an imputed one time flow
in the capital account reflecting the change in net worth and it should not be mixed with the
income concept of remittances.

99. Given the suggested broad definition of remittances, the most reliable source of
information to identify remittances will lie in household budget surveys and specidized
household surveys focusing on international migration. Such surveys could aso be used to
identify the factors affecting the use of remittances and by the recipient household as well
as the factors motivating migrants to send remittances (Billsborrow et a.1997).

Consumption expenditure

100. Consumption expendituresin an indicator relevant for the measurement of Mode 4,
saving can be obtained as aresdud from disposable income and consumption
expenditures. Consumption expenditure covers transactions on find consumption of goods
and services for which the unit (in our case) households bear the cost. In addition to
consumption expenditures, one could aso look at actua final consumption, which covers
as0 goods and services regardless of the bearer of expenses. Actud find consumption
includes dso hedlth, education and other services provided to the households in the form of
socid benefitsin kind.

101. Itispolicy rdevant for the analyss of Mode 4 to caculate these indicators by
different categories of workers and further cross-classify the households on the basis of
socid and demographic characteristics. Thiswill provide a better picture of the
saving/consumption patterns across different households, which may vary sgnificantly.

For the home economy, it would aso be important to track down how remittances received
are spent. Are they saved? Spent in fina consumption goods? Would remittances have an

impact for poverty andysis, etc.

Migrants' transfers

102. They are defined in BPM5 as contra-entries to flows of goods and changesin
financid itemsthat arise from migration. If the migrant retains ownership of land or non-
movable structures, these assets become foreign claim of the migrant and as a consequence
aclam of the economiesin which they have migrated. Those flows should be recorded a
the time of migration, but in practice it may be difficult to record al assets upon entry in

the new economy (BPM5 para 352-355).

Net wealth

103. Obtaining an indication of the wedlth of the nations which is owned by non-citizens,
possibly cross-classfied by the length of stay is an important policy-relevant indicator.
Thiswould entall to the identification of assets (financid and non financid assets) and
ligbilities held by non- citizens. In part, changes in net worth are explained by migrants
transfers.
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104. Dataon assets and liability positions are more easily obtained in the countries where
they are held. For this reason, we recommend that information on this variable is obtained
for both residents non-citizens by country of citizenship and non-residents citizens by
country of residence.

105. Net wedlth and changes therein identified, in the host country, by non citizens
residents reflects the strength of non-citizens in the development of the economy of the
host countries. The same indicators identified in the home economy by citizens non-
resdent, indicate the contribution of migrants to the development of the home country
€economy

. Social Accounting Matrix (SAM)

106. In this context, the SAM isatool to elaborate the inter-relationship between economic
and socid datigtics, by linking the macro-gatigtics of nationa accounts with the micro-
datistics of migration, labour and tourism. They focus on the role of people in the
economy alowing for extra breakdowns of the households. The choice of the SAM asthe
framework to measure the movement of natura persons was dictated by the fact that the
SAM isaflexible framework that integrates the nationa accounts and the BOP framework
and dlows expanding and condensng the accounts by: @ subdividing the economy into
subgroups of units, which can be different for each accounts (e.g. units can be grouped by
product groups, industries, primary input categories, by ingtitutional sectors and by types of
asts); and b) digtinguishing sub-accounts, which will lead to andyticdly rdevant
baancing items (e.g. the didtribution of income accounts can be subdivided into the
generaion of income, primary distribution and secondary distribution of income accounts
leading to indicators such as gross nationd income (baancing item of the primary
distribution of income account) and GNDI, the balancing item of the secondary distribution
of income account.

107. The Mode 4-oriented SAM dlows for the descriptions in monetary and volume terms
of both demand and supply of labour. The description on the demand side focuses on
demographic, socia and economic characteristics of employed persons and for the supply
sde on relevant breakdowns of employees and households.

108. The chdlenge of implementing thistype of sysem isto integrate different deata
sources in a coherent framework. This requires a clearly defined coverage which is
congstent in the various data sources and harmonized concepts and definitions. Although
this demands additiond efforts, the results will be consistent, coherent and credible
indicators as a result of consgstency checks built in the system.

109. The core of the SAM isthe nationa accounts matrix, which presents the nationd
accountsin matrix form at various leve of detall. At the highest level of detall thereisan
aggregate nationd accounts matrix which distinguishes between the kinds of accounts.
Figure Il shows the aggregate nationa accounts matrix. The following types of accounts
are distinguished: supply and use accounts (first two rows and columnsin Figurell),
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digribution of income (further disaggregated into generation of income, alocation of
primary income and secondary distribution of income), use of income, accumulation
account (in rows and columns 7,8,9), and rest of the world (current and capital in rows 10
and 11). Therest of the world account in the 1993 SNA isfully consstent with the BPM5.

110. A matrix presentation permits each transaction to be inferred from its pogition. Each
account is presented by arow and column pair and the convention is followed that
incomings, or resources are shown in the rows and outgoings or uses are shown in the
columns.

111. The subdivision of the economy into groups of unitsis most useful as the most
appropriate unit of classfication for each account can be different. For example, difference
accounts can be classified by product, by industries, by primary input categories, by
inditutiona sectors, etc. These subdivisons dlow highlighting links such as “who does
what”.

112. The SAM dlowsfor the expansion of the sub-matrices presented in the NAM. The
expansion focuses on the role of people in the economy. For example, the household

sector may be broken down into categories of households to show a detailed presentation of
the labour market. Further, households may be grouped according to the
nationdity/ethnicity, education atainment or skill levels of the head of household. The
interesting feature of the SAM isthat it is possble to goply severd classficationsto the
same group of transactors. For example households may be grouped by income classin the
dlocation of primary income account and by main source of income in the use of income
account.

113. The SAMs are tools that severa countries have been using to provide detailed
information on the demand and supply of labour in monetary terms. This approach can be
extended for the measurement of Mode 4. Annex V discusses how some of the sub-
matrices presented in Figure 11 can be expanded for the measurement of the variables
indicated in Section 4.

6. Labour accounts®®

114. The Labour Accounts can be described as a Satistical system of core variables on
labour acquired through integration. The Labour Accounts conssts of a set of tables
providing a systematic and consstent overview, mutualy and over time, of the core
variables. The task of the Labour Accountsis to address the problems mentioned above by
combining various statistical data sources so as to enhance their strengths and overcome
their weaknesses as effectively as possible, thus producing new datistica serieswhich are
superior in qudity to the origina data sources.

14 Based on the paper by Buhmann, Luenis, Vuille and Wismer (2002).
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115. The centrd variablesin labour Satistics are @) persons in employment and jobs b)
unemployed and underemployed persons, ¢) vacancies, d) hours of work and full-time
equivaents, €) income from employment and labour costs, f) organization of the labour
market: atistics on collective labour agreements, strikes and trade- union membership
figures, etc. Statistics describe variables and their characterigtics (like age, sex, and
education) in quantities (totas, averages and volumes) and follow them intime.

116. The fundamentd relaionshipsin the labour accounts are:

a. total population = employed persons + unemployed persons + persons outside
the labour force;

b. total number of posts = filled posts + vacant posts;

c. employment national concept (living in the country) + non-resident workers
employed in resident production units - resident workers employed in non-
resident production units = employment domestic concept (working in the
economic territory of a country

117. Linking labour accountsto the SAM is a powerful tool to the analyss of the economic
impact of movement of natura personsin the home and host economies. The reaionship
between SAM and labour accounts is eaborated in Annex V1. Linking the two accounts
will require that definitions and classifications in the two approaches are consstent. Box |1
provides the definitions used in labour accounts and in the 1993 SNA.

118. The definitions used by ILO and 1993 SNA are broadly consistent. 1993 SNA uses
ILO definitions of employment, etc. and ILO uses 1993 SNA definitions for the production
boundary. However, there are some small differences. For example, ILO has an age limit
on people classfied as employed, nationa accounts has not. The biggest challenge remains
in the reconciliation of the various data sources (e.g. adminisirative sources, surveys, €ic.)
which may not use ILO or nationd accounts definitions.

119. There are no forma guiddines for the implementation of labour accounts. Only few
countries have implemented, in somewhat different ways, focusng on different aspects. In
generd, the main objective of the labour accounts as implemented by a handful of countries
isto measure the vaue and volume of |abour underlying input in the economic system.
Thisis done through labour matrices which cover not only the number of people of
employed persons, but aso the hours worked and full time equivaent employment.
Disaggregating this information according to socia and demographic characterigtics yidds
to matrices Smilar to Table |1 and Table 11 in Annex V, having as unit volume rather than
vaue. Expanding the labour accounts for the measurement of Mode 4 looks promising and
should be further explored.
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Box Il Definitionsused in labour accounts and in 1993 SNA

Labour accounts

Post: Set of tasks that are designed to be carried out by one person.
Job: Implicit or explicit contractual relationship between a specific person and a post.

1993 SNA

Employed persons: “In order to be classified as occupied-i.e., employed or self-employed-the person must be
engaged in an activity that falls within the production boundary of the System. (1993 SNA para7.23). The
relationship of employer to employee exists when there is an agreement, which may be formal or informal,
between an enterprise and a person, normally entered into voluntarily by both parties, whereby the person works
for the enterprisein return for remuneration in cash or inkind. (1993 SNA para.23). Employeesreceive
compensation of employees (1993 SNA, para 7.24).

Self-employed worker s are persons who are the sole owners, or joint owners, of the unincorporated enterprisesin
which they work, excluding those unincorporated enterprises that are classified as quasi-corporations. The self-
employed are persons who work for themselves, when the enterprises they own are neither distinguished as
separate legal entities nor separate institutional unitsin the System. Sdf-employed persons receive mixed incomes
(1993 SNA, para 7.24).[Students in their capacity as consumers of educational or training services are not
employees. However, if students also have aformal commitment whereby they contribute some of their own
labour as an input into the enterprise's process of production-for example, as apprentices or similar kinds of worker
trainees, articled clerks, student nurses, research or teaching assistants, hospital interns, etc.-they are treated as
employees, whether or not they receive any remuneration in cash for the work which they do. (1993 SNA, para
7.24).

Jobs: job is defined as an explicit or implicit contract between a person and an institutional unit to perform work in
return for compensation for a defined period or until further notice (1993 SNA, para 17.8).

A job in the economic territory of country X is an explicit or implicit contract between a person (who may be
resident in another economic territory than that of X) and an institutional unit (which may be itself acting as self-
employer) resident in the economic territory of X to perform work in return for compensation (or to earn a mixed
income) for a defined period or until further notice ((1993 SNA, para 17.26).

Hours worked: Total hours worked is the aggregate number of hours actually worked during the year in employee
and self-employment jobs. (1993 SNA, para17.12).

The truism, for employee jobs, that hours worked equal hours paid less hours paid but not worked, plus hours
worked but not paid, is a useful one, since many establishment surveys record hours paid, not hours worked, so that
hours worked have to be estimated for each job group, using whatever information is available about paid leave,

etc.

Total hours worked in country X is the aggregate number of hours actually worked during the registration period in
employee and self-employment jobs within its economic territory, including work outside that economic territory
for domestic employer institutional units who have no centre of economic interest there, and excluding work for
foreign employer ingtitutional units who have no centre of economic interest within the economic territory of
country X.

Full time equivalent employment is the number of full-time equivalent jobs, defined as total hoursworked divided
by average annual hours worked in full-time jobs. (1993 SNA, para 17.14).

Even if the data are good enough to permit an estimation of total hours worked, full-time equivalent employment
should nevertheless also appear in the national accounts. One reason is that this facilitates international
comparisons with countries which can only estimate full-time equivalent employment. The other reason is that,
since the full-time annual hours of ajob group vary through time, the two concepts carry a partially different
message. |f, for example, more sickness or annual |eave is taken, both shortening average annual full-time hours
and, ceteris paribus, reducing total hours worked, full-time equivalent employment will scarcely change, while
total hours worked will fall. So if the former rather than the latter is used as the denominator in calculating
productivity changes, productivity will rise less or fall more. A similar point applies to international

comparisons. If, however, full-time annual hours did not exclude paid sick leave, but total hours worked continued
to do so, more sickness would cause full-time equivaent employment to rise more or fall less than would an equal
increase in annual leave, so that productivity would rise less or fall more. Thiswould make good sense - sickness
undesirably interferes with production, while annual leave is a desirable aternative to it. But if information on
absence from work through sicknessiis not available for estimating full-time annual hours, it will not be available
either for estimating total hours worked. (1993 SNA, para 17.16).




H.

Future work

120. Some of theissues raised in the paper and suggested proposal are listed below in the
form of question for discussion at the meeting:

Do you agree that the universe of non-dtizens for the measurement of Mode 4 is
appropriate?

Do you agree that the 6 economic variables for Mode 4, suggested in the paper are relevant
to Mode 4? Would you suggest removing/adding new variables? Do you agree with the
proposed definition of remittances?

Do you agree that in the current work towards harmonization of definition and
classfications of touriam, migration and baance of payments statistics, focus should be
given to the definition of vigtor, the concept of residence?

Do you think that the classifications proposed in the paper are appropriate for the
measurement of Mode 4? Do you think that other classifications of households should be
used/devel oped? Should the households be classified on the basis of the characterigtics of
the head of household? Or of the highest paid member of the households? Or...?

Should the TSG provide an input in the current revision of 1ISCO-88 and so that to ensure
that jobs that are the object of GATS Mode 4 negotiations are included in the revised
classfication?

Do you think that the Mode 4 oriented SAM (NAM+BOP) is an appropriate elaboration for
amore in depth analyss of the economic impacts of Mode 4? Should the framework only
be redtricted to dternative definitions of BOP?

Should the possibility of using labour accounts for the measurement of Mode 4 be
explored?
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Annex I. Definition of natural and juridical person in the GATS"™

() "person" means either a natural person or ajuridical person;

(K) "natural person of another Member" means a natural person who resides in the territory of that other
Member or any other Member, and who under the law of that other Member:

(i) isanationa of that other Member; or
(i) hasthe right of permanent residence in that other Member, in the case of a
Member which:
1. does not have nationals; or
2. accords substantially the same treatment to its permanent residents as it does to its nationals
in respect of measures affecting trade in services, as notified in its acceptance of or accession
to the WTO Agreement, provided that no Member is obligated to accord to such permanent
residents treatment more favourable than would be accorded by that other Member to such
permanent residents. Such notification shall include the assurance to assume, with respect to
those permanent residents, in accordance with its laws and regulations, the same
responsibilities that other Member bears with respect to its nationals;

() "juridica person” means any legal entity duly constituted or otherwise organized under applicable law,
whether for profit or otherwise, and whether privately-owned or governmentally-owned, including any
corporation, trust, partnership, joint venture, sole proprietorship or association;

(m) "juridical person of another Member" means ajuridical person which is either:

(i) constituted or otherwise organized under the law of that other Member, and is engaged in
substantive business operations in the territory of that Member or any other Member; or

(ii) in the case of the supply of a service through commercia presence, owned or controlled by:
1. natural persons of that Member; or
2. juridical persons of that other Member identified under subparagraph (i);

(n) ajuridical personis.

(i) "owned" by persons of a Member if more than 50 per cent of the equity interest initis
beneficially owned by persons of that Member;

(i) "controlled" by persons of a Member if such persons have the power to name a majority of its
directors or otherwise to legally direct its actions;

(iii) "affiliated" with another person when it controls, or is controlled by, that other person; or when
it and the other person are both controlled by the same person;

15 Annex 1B Generd Agreement on Tradein Services—Part IV — Artide XX V111 — Definitions.
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Annex Il.

Relationship between ISC0O-88 and ISCED

The table shows the relationship between |SCED based skill levd (last column) and the Mgor
Groups of 1SCO (1% leve), indluding the information how the Mgor Groups are disaggregated

onthe2™ 39 and 4™ levd.

TableA. 1. Relationship between | SCO-88 and | SCED

Major Groups
(1% level)

Number of
Sub- major
groups
(2" level)

Number of
Minor
groups

(3rd level)

Number of
Unit groups
(4" level)

ISCO skill
level

1| Legidators, senior officials and managers (main tasks consist of
determining and formulating government policies, aswell aslaws
and public regulations, overseeing their implementation, representing
governments and acting on their behalf, or planning, directing and
coordinating the policies and activities of enterprises, or
departments)

3

8

33

2 | Professionals (main tasks require a high degree of professional
knowledge and experience in the fields of physical and life sciences,
or social sciences and humanities. Main tasks consist of increasing
the existing stock of knowledge, applying scientific and artistic
concepts and theories to the solution of problems and teaching about
the foregoing in a systematic manner)

18

55

3| Technicians and associate professionals (main tasks require technical
knowledge and experience in one or more fields of physical and life
sciences, or socia sciences and humanities. Main tasks consist of
carrying out technical work connected with the application of
concepts and operational methods in the above-mentioned fields, and
teaching at certain educational levels).

21

73

3{(1

4| Clerks (main tasks require the knowledge and experience necessary
to organise, store, compute and retrieve information. Main tasks
include performing secretarial duties, operating word processors and
other office machines, recording and computing numerica data, and
performing a number of customer-oriented clerical duties, mostly in
connection with mail services, money-handling operations and
appointments).

23

2nd

5| Service workers and shop and market sales workers (main task
require the knowledge and experience necessary to provide persona
and protective services, and to sell goods at shops or at markets.

Main tasks include providing services related to house-keeping,
catering, personal care, protection of individuals and property, and to
maintaining law and order, or selling goodsin shops or at markets.)

23

2nd

Skilled agricultural and fishery workers

6

17

Craft and related trades workers

16

70

Plant and machine operators and assemblers

20

70

Elementary occupations

[@] K{e] Keo] BLN] Ko))

10

25

Armed forces

1

1

Total

B | wlw] &[ro

116

390

Source: ILO, 1SCO-88 with amendments from OECD, Service Providers on the move: acloser look at labour mobility and the

GATS, Annex VI, p.89. NOTE: no skill levels have been attributed to either category 1 (legislators, senior officials and

managers) nor major group 0 (armed forces) as skills for executing task and duties of occupations belonging to each of these

groups vary too much to be linked to ISCO skill levels.
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Annex lll. Definitions of the categories included in the taxonomy of Migration
statistics

A. Categories of transients not relevant for international migration

1. Citizens departing as border workers > Foreign border workers: Foreign persons granted the permisson to be employed on a continuous besis
in the receiving country provided they depart at regular and short intervals (daily or weekly) from that country.

2. (a) Citizens in transit: Persons who arrive in their own country but do not enter it formally because they are on their way to another destination.
(b) Foreignersin transit: Foreign persons who arrive in the receiving country but do not enter it formally because they are on their way to another
destination.

B. Categoriesrelevant for international tourism

3. Citizens departing as excursionists = Foreign excursionists (also called “same-day visitors'): Foreign personswho visit the receiving country for
aday without spending the night in a collective or private accommodation within the country visted. This category indudes cruise passengerswho
arrive in a country on acruise ship and return to the ship each night to sleep on board as well as crew members who do not spend the night in the
country. It also includes residents of border areas who visit the neighbouring country during the day to shop, visit friends or relatives, seek medical
treatment or participate in leisure activities.

4. Citizens departing as tourists > Foreign tourists: Foreign persons admitted under tourist visas (if required) for purposes of leisure, recregtion,
holiday, visitsto friends and relatives, health or medical treatment, or religious pilgrimage. They must spend at least anight in a collective or private
accommodation in the receiving country and their duration of stay must not surpass 12 months.

5. Citizens departing as business travellers > Foreign business travellers: Foreign persons granted the permission to engage in business or
professional activities that are not remunerated from within the country of arrival. Their length of stay isrestricted and cannot surpass 12 months.
C. Categoriestraditionally excluded from international migration statistics

6. Citizens departing with the status of diplomatic or consular personnel or as dependants and employees of that personnd - Foreign diplometic
and consular personnel plus their dependants and employees: Foreigners admitted under diplomatic visas or permits. Their dependants and
domestic employees, if admitted, are also included in this category.

7. Citizens departing with the status of military personnel or as dependants or employees of that personnel - Foragnmilitary personnd plusther
dependants and employees: A category encompassing all foreign military servicemen, officials and advisers together with their dependantsand
domestic employees stationed in the country of arrival for alimited period.

8. Nomads: Persons without a fixed place of residence who move from one site to another, generally according to well-established patterns of
territorial mobility. When their trajectory involves crossing current international boundaries they become part of the international flows of people.
Some nomads may be statel ess persons because, lacking a fixed place of residence, they may not be recognized as citizens by any of the countries
through which they pass.

D. Categoriesrelevant for the compilation of international migration statistics

9. Citizens departing to study abroad - Foreign students: Foreigners admitted under specia permits or visas alowing them to undertake aspedfic
course of study in an accredited institution of the receiving country. If their dependants are admitted, they are also included in this category.
10. Citizens departing to be trained abroad = Foreign trainees: Foreigners admitted under special permitsor visas alowing them to undertake
training that is remunerated from within the receiving country. If their dependants are admitted, they are also included in this category.
11. Citizens departing to work abroad > Foreign migrant workers: Foreigners admitted by the receiving State for the specific purpose of exercising
an economic activity remunerated from within the receiving country. Their length of stay is usually restricted as is the type of employment they can
hold. Their dependants, if admitted, are also included in this category.

12. Citizens departing to work for an international organization abroad > Foreigners admitted asinternational civil servants: Foragners admitted
under special visas or residence permits as employees of international organizations located in the territory of the receiving country. If their
dependants and employees are admitted, they are also included in this category.

13. Citizens departing to exercise their right to free establishment = Foreigners having the right of free establishment: Fordgn personswho have
the right to establish residence in the receiving country because of special treaties or agreements between their country of citizenship and the
receiving country. Their dependants, if admitted, are included in this category.

14. Citizens departing to settle abroad > Foreigners admitted for settlement: Foreign persons granted the permission to reside in the receiving
country without limitations regarding duration of stay or exercise of an economic activity. Their dependants if admitted, are dso induded in this
category.

15. Citizens departing to form a family or join immediate relatives abroad - Foreigners admitted for family formation or reunification: This
category includes the foreign fiancé(e)s and foreign adopted children of citizens, the foreign fiancé(e)s of other foreigners aready residing in the
receiving country, and all foreign persons allowed to join their immediate relatives already established in the receiving country.

16. Citizens departing to seek asylum -> Refugees: Foreign persons granted refugee status either at the time of admission or before admission. This
category therefore includes foreign persons granted refugee status while abroad and entering to be resettled in the receiving country aswel &
persons granted refugee status on a group basis upon arrival in the country. In some cases, refugee status may be granted when the personsinvolved
are still in their country of origin through “in-country processing” of requests for asylum. Refugee status may be granted on the basis of the 1951
Convention relating to the Status of Refugees and the 1967 Protocol, other pertinent regional instruments, or humanitarian considerations.
E. Other categoriesrelevant for the measurement of inter national migration but encompassing per sonswhoseduration of stay in the
receiving country isuncertain

17. Citizens departing to seek asylum > Foreigners seeking asylum: A category that encompasses both persons who are eventudly dlowed to file
an application for asylum (asylum-seekers proper) and those who do not enter the asylum adjudication system formally but are nevertheless granted
the permission to stay until they can return safely to their countries of origin (in other words, foreigners granted temporary protected satus).
18. Citizens departing without the admission documents required by the country of destination - Foredgnerswhoseentry or Sayisnot sanctioned:
This category includes foreigners who violate the rules of admission of the receiving country and are deportable, as well as foreign persons
attempting to seek asylum but who are not allowed to file an application and are not permitted to stay in the receiving country on any other grounds.

Source: United Nations (1998)
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Annex IV. Relationship between concept of residence of BPM5, TSA and
Migration statistics
Time frame Relevant
of BPM5 AO-BMP5 . TSA RSIM
GROUP (intended) | (Residency) | (Residency) varigble (Visitor) (Migrant) GATS coverage
16 (BPM5)
stay
Migrants are not
mentioned in GATS,
workers' GATS does not apply
1) Migrants®, including remittances to measures which
workers who are migrants’ affect
residents but not transfers - seeking access to
nationals of the transactionsin | Travel from labour market,
countries in which they external country of - citizenship,
work (including. intra- Resi_de_nts of the No changes to financial origin to Long-term - residence or
corporate transferees, >12 months | receiving BPM5 assets and country of miarants - employment on a
staff of international country ligbilities destination g permanent basis
organization not ~ investment doesn’t count
working in enclaves, income on astourism GATS applies for
self-employed and external temporary
foreigners employed by financial movements, where
local companies) assets and ‘temporary’ isup to
liabilities 2-5yearsin
countries’
commitments
Border
workers: are
considered non-
Compensation migrant (RSIM
2) Persons who are not of employees | Commuting | Box2, A.1,) Border-workers are
residents of the Travel towork is
; ] - excluded from GATS
countries where they Remain expenses traveling, but | Seasonal itself. since these
work (border workers, | Any duration | residents of the | No changes Current is not workers are WO rkérs are part of
seasonal workers, short- home country transfers considered as | only coveredif | o\~ |ab§ur
term migrants (<12 (expenses and | tourism they stay longer market
months) social activity than 3 months
contributions) (short-term
migrants)
otherwise they
are not covered.
Any duration
(usually
these
persons are
3) Personswho work for | residents of
entities that are not the country
residents of the where the Not Not oolicabl
countries where the embassy, ; : ; ot applicable
entities are located (g, consﬁ?te, Eggdgct; gfn:he No changes Compensation appll_cable to for migration Excluded from GATS
; e y of employees | Tourism -~ Mode 4
locally recruited staff of | military base Statistics statistics
foreign embassies, is located)
consulates, and military
bases)

16 Herewe intend long-term migrants. Short term migrants are covered under 2) and 6).
17 Defined for BOP (and SNA) purposes as persons who change the country of residence to live for 12
months or more in another country
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Time frame

Relevant

of BPM5 AO-BMP5 ; TSA RSIM
GROUP (intended) | (Residency) | (Residency) "Ef;',f/lbge (Visitor) (Migrant) GATS coverage
Stay16 ( )
Students are
- Travel
treated as , expenses
residents of Residents of includes Student
0-12 months | their countries | country of tuitions. room | Tourists (+dependents
of origin, origin and boa,rd where
irrespective of etc.) ’ applicable) are
4) Students studying in the_ Iength of Compensatio m.d uded.a;SIM Excluded from GATS
foreign countries their studies n of . migrants; Mode 4
abroad, as long employees Residents of | Box2, D.9,
as they remain (BOP) —in the host p.lll)é: studenlz
members of Residents of the economy, not | entitled to worl
>12 months their home host economy ;ausggnvtv;\\;e\ll’grk within t)r/1e counts as
country (BOP c i TSA student
Manual, para trgr:rs?grs boundary
71)
- Travel
expenses:
including
patient
Medical Residents of ]?xpenéj(;_tu;les
patients are or medic .
0-12 months treated as g(r)ilé’rilrt]ry of services, Tourists
residents of goods and
their countries servicesin the
" . of origin, host country
?gc'\e/ll Sﬂl‘;ai rzgtnrﬁgtnsi " irrespective of Current Excluded from
foreign countries: the length of the transfers migration Excluded from GATS
prisonersinforeién stay abroad, as . Travel (RSIM, para37 | Mode 4
. Iong as they expenses: and BOXl)
countries remain including
members of patient
their home expenditures -
country (BOP | Residents of for medical .| Notwithin
>12 months Manual, para host country services, Lhe T(;SA
71) goods and oundary
servicesinthe
host country
Current
transfers
' Zig\éﬁlses IIncl uded,has
ong as the
(%Lé?shgnsg of mai?q purpose | Excluded from
gervices) is other than | migration
6) Persons, excluding c " the exercise | (RSIM, para
transport crews and Residents of trléqurs?gr <Com of an activity | 37), but
excursionists, traveling | 0-12 months | country of No changes . remunerated | relevant for Included in GATS
for business or personal origin penslanon Of | from within | international
reasons e(rjnp 033.965 the place tourism (RSIM,
\(Ngﬁevchgg visited (TSA | Box2, B.4-BS5,
they are 2.4); p.13)
remunerated otherwise,
from) see case 2)
- Transactions
in and stocks
of external
financial
8) Persons having Primary i’ﬁs _and Not
external financial assets | Any duration | residenceis No changes iabilities licable Not applicable | Not applicable
and/or liabilities only criterion :rqxc?i(rengrqt ap
external
financial
assets and
liahilities
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Time frame

Relevant

of BPM5 AO-BMP5 . TSA RSIM
GROUP (intended) | (Residency) | (Residency) (";',f/lbge) (Visitor) (Migrant) GATS coverage
stay
Traveling
No specific Residence will bue;\jvdeen is someone with
9) Individuals with treatment be determined . multiple residences
multiple residences; by the environments (who gets assigned to
individuals leaving recom:n ded predominant L_rtavel doetsn ¢ aacountry of
country of residence Any duration (154?821)- . location during lgﬁ)l’(%?)':)(jlsu;’]eg ?g&lr?ﬁ e | Notclear primary residence)
with intention to reside sta.tus énd the period (in Services TSA 2 i6 still alocal service
intwo or more citizenship as terms of time 217 fér ' provider/local
economies proxies spent) [AO tr'eatment of employment, see
4.40] “Questions” below
second
homes
Included.
Classified as
students if
Residents of the Travel " LZ?go;a;Q Isﬂﬂ?td?gr?ns
0-12 months | country of No ch (expenditures for dyi i
untry o o changes goods and studying or migrants
origin services as business (RSIM, Box2,
visitors if D.10, p.14)
their main
purpose is Graduate trainees
working primary reason for
migrants’ relocation is
transfers education in another
. workers country (by an
remittances enterprise or a
10) Graduate trainees . transactions university); they
in external could be seen as
financial Mode 2 consumers of
assets and education service
liabilities :gzgj?z?n?s with labour service
>12 months Eg:tdceglt;;)rf;he No changes :Eggﬁtgﬁﬂt Excluded migrants gzg\ggn(:; tothe host
extornal (RSIM, Box2,
financial D.12,p.14)
assets and
liabilities
passenger
faresand
travel
compensation
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Annex V. Mode 4 - Social Accounting Matrices

The following accounts are particularly rdevant for the measurement of the economic
impacts of the movement of natura persons as they generate the indicators/variables
mentioned before:

Supply and use table

Thefirg two rows and columns of Figure I represent the supply and use table.
Column 1 presents the supply and use of goods and services. It includes severd sub-
matrices, the most relevant ones for the measurement of the movement of natura
persons are;

(2,1) isthe trangposed sub-matrix of output valued at basic prices.

(10,1) represents imports by productsit dso includes the final consumption
expenditure of resdent households outside the economic territory. It includes taxes
less subsidies on products by products paid to/received by the rest of the world.

We suggest that this row vector be further sub-divided by adding rows which
separatdly identify information on:

certain goods which are often imported by migrants (e.g. gold, consumer durables,
such as air conditioners, refrigerators, etc.), by mode of import (e.g. hand carried or
transported);

households and persond effects of migrants, together with any movable capital goods
from the old to the new economy. Contra-entries of these goods flows (together with
changesin financid items) are offset in the migrants transfer flow in the capital
account;

certain sarvices (eg. : trave services, by category of workers, including the specid
cases of students, border and seasona workers, etc.)

fina consumption expenditures by resident households outside the economic
territory, by: (i) partner country; (ii) educatiorvskill leve; (iii) category of worker
(including the specid cases);

taxes less subsidies on products by products identified in (&) and (b).

(1,2) corresponds to intermediate consumption (products by industries). This
includes reimbursement paid by the employersfor travel, remova and related
expenses made by employees when they take up anew job in another country.

(1,6) correspondsto find consumption expenditure (products by ingtitutiona sectors).
It would be useful to further disaggregete find consumption expenditures for those
households whose head of household is aforeign worker possibly by (i) partner
country; (i) skill and education level and (jii) category of worker. Thisvarigbleis
particularly important for the estimation of remittances. 1t would aso be useful to
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gplit the column rdlated to the government into collective find expenditure and
individud find expenditure.

(1,10) corresponds to the exports by products. 1t dso includesthe fina consumption
expenditure of non-resident households in the economic territory. Asindicated for
the sub-matrix (10,1), we would suggest asmilar disaggregation.

Value added

It breaks down the value added payable by the producers into primary inputs
categories. They are represented in the value added sub-matrix (3,2) and the column
vector of the rest of the world (3,10). The sub-matrix (3,2) reflects monetary flows
from productive units to kinds of primary inputs (labour, capital). Columns
correspond to industries, and rows to primary inputs. The vaue added sub-matrix
playsacrucid rolein alabour-oriented SAM. It describes the characterigtics of the
labour employed in the productive process. Employed persons as considered as
separate units who receive compensation of employees and digtribute thisincome to
their household in the dlocation of income accounts. These units are subsequently
classfied into groups of saf-employed persons.

Compensation of employees received by resdent non-citizensaswdl as
compensation of employees recaeived by non resident is a crucid varigble for the
caculaion of remittances. Our definition of remittances, in fact includes not only
workers remittances, which can be estimated from households surveys looking at the
compensation of employees, consumption patterns, etc. but aso the part of the
compensation of employees of temporary workers which is sent back to the country
of origin, net of expenditures incurred in the host country.

This account displays what kind of labour (socia, demographic or economic
categories of employed and sdlf-employed) is demanded by which industries. Sub-
matrix (3,10) describesthe kind of resident labour, which is demanded by non-
resdent units. In these sub-matrices, value added is assigned to vaue added
categories. In the case of labour, compensation is received by the employee or a sdif-
employed person, not a household. Vaue added is distributed to indtitutiona units
through the allocation of income account (i.e. through the generated and property
income sub- matrices). See discussion on the alocation of income account.

In the case of Mode 4, it would be particularly interesting to breaking down domestic
employment between foreign workers and citizens. The foreign workers category
could be further disaggregated by:

category of worker (e.g. intra-corporate transferee, foreign workers,
employed by loca companies, );

partner country;

educationd/skill levd;

gender.
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Smilarly, employment provided by the ROW could be further disaggregeted in the
same way as the domestic employment, using different categories of vistors. These
would include non-resident workers (e.g. business visitors, border and seasona
workers, graduate trainees, foreign students working in the country where they are
studying, etc.). Table |l provides an example on how to present the remuneration of
primary inputs in the Mode 4-oriented SAM. It disaggregates compensation of
employees by partner country and educationd level. Another column could be added
to the table to further classfy employment on the basis of the category of workers.

Tablell. Remuneration of primary input in Mode 4 —oriented SAM — An example

Generation of income account Production account ROW Total
)Agric [Mining] Con |[Trade, [Financia | Publid Total (current)
ulture, |etc. struc |[etc. intermed. | admin account
etc. tion etc. etc.

Compensation of employees
Of which received by
foreigners/non citizens of:
Country A ISCO-1
ISCO-2
ISCO-3
ISCO-4
Country B ISCO-1
ISCO-2
ISCO-3
ISCO-4

(Net) mixed income
Of which received by
foreigners/non citizens of:
Country A ISCO-1
ISCO-2
ISCO-3
Country B 1SCO-4|
ISCO-1
ISCO-2
ISCO-3
ISCO-4

(Net) operating surplus

Other taxes less subsidies on
production

Total

It would be useful to further break the compensation of employees according to its
components, that is wages and salaries and other remuneration in cash or in kind. The
latter includes contribution paid by employers on behdf of employees of socid
security schemes or pension funds to secure benefits for the employees. This
information would be interest for ROW (contributions paid to non-residents) as well
asfor resdent foreign workers.

Ancther ussful disaggregation would be to bresk down the mixed income into its
components, salf-employment income and operating surplus. Thiswould be useful
for estimating more accurately remittances.

The SAM, as opposed to the 1993 SNA, distinguishes the employed personsas a

Separate entity. This dlows to obtain a more accurate description of the demand for
[abour in acountry. Itispossble to see whether the demand for labour is met by
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resident or non-resident workers and, according to the leve of disaggregation, the
compensation received by foreign resdent workers (possibly even further
disaggregated). Thisisavery important indicator for the caculation of remittances.

Table 1l can dso be expressed in terms of hours worked or full-time equivdent units
thus adlowing to measure the volume of work provided by each category of labour
factor to each industry. Thiswould be useful to measure performance indicators on
the amount labour is actualy contributing to the production process.

Allocation of primary income

The value added sub-matrix shows how the income is ditributed to the inputs of
production. The dlocation of primary income account alocates the labour income
received by one or more (self-) employed household members (including
compensation of employees from the rest of the world) to the household sector (sub-
matrices (4,3) and vector (3,10)) and property income receivable by the owners on
financid and tangible non-produced assets (sub-matrices (4,4), (4,10) and (10,4)).

Allocation of generated income by group of households

This sub-matrix identifies the kind of labour supplied by each group of households.
For non-resident workers, it identifies the kind of labour supplied by the rest of the
world.

The submatrices (4,3 and the row vector (3,10)) require households to be divided into
sub-groups. The classfication of households could be based the basis of the largest
income category of the household. The following classfication, which aso linksto

the 1993 SNA classification of households, has been used by some European
countries for the compilation of labour-oriented SAM (CEC 2003)

Wages and salaries — employees (S.143)

Mixed income including property income — employers (including

own account workers) (S.141 + S.142) and recipients of property
income (S.1441)

Income in connection with old age (recipients of pensions (S.1442)
Other trandfers income — recipients of other transfer incomes (S.1443
and other households (S.145).

For the measurement of Mode 4 it would be useful to bresk the compensation of
employees and mixed income on the basis of the citizenship, category of worker and
kill level of the resdent foreign workers (e.g. intra-corporate transferee, foreign
workers, employed by loca companies, etc.). The supply of [abour by the rest of the
world can be disaggregated as discussed above for the value added sub-matrix. Table
[11 provides an example of how to present the alocation of generated incomein the
Mode 4 oriented SAM.
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Tablelll. Allocation of generated income— An example

Allocation of primary Generation of income N Other | T
income g taxes o)
Compensation of employees Net mixed income S| less t
Country A Country B Country A Country B subsidi Ia

es

Skill level (1SCO-88) 112 |3 141112 |13 141112 |13[412[34
18

Households
Wages and salaries
Mixed income
Income in connection
with old age
Other transfers
income

Total national generated

income

ROW (current account)
Total

The link between kinds of labour supplied and industries in sub-matrix (3,2) tracks
households’ labour back to the industries value added. Thistable isthe monetary
counterpart of the labour supply table - abour supplied by residents and by non-
residents to the domestic production system.

Table 11l can dso be shown in terms of number of persons employed (units of labour
input). Such matrix shows what kind and how much labour is supplied by each group
of households. It can be used to link the result of the production process (in terms of
income) to those who benefit from the income produced Input of labour is linked to
the persons providing it and the persons are linked to the househol ds to which they
belong. Jobs represent an intermediate step from full-time equivaent units or hours
worked to persons employed.

Allocation of property income by group of households

It includes property income receivable and payable by ingitutiona units. Categories
of property income include: interest, distributed income of corporations, reinvested
earnings, property income attributed to insurance policy holders and rents (on non-
produced assets such as land and mineral resources). Property income corresponds to
investment income in the BPM5 and it includes direct investment (distributed income
and reinvested earning), portfolio investment (derived from holdings of shares and
bonds, notes, etc.) and other investment income. The latter is an important indicator
for the measurement of Mode 4, especialy when linked to the domestic financid
asset/tangible non- produced assets (broken down by citizenship of the
investor/owner) and internationd investment positions (broken down by the resdence
and citizenship of theinvestor.

18 Other sector are not shown for ease of presentation.
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The baancing item of the primary digtribution of income account is the Net Nationa
Income (submatrix (5,4)).

Secondary distribution of income

This account is central for the measurement of Mode 4. 1t shows dl current transfers,
where transfers are defined as “transactions in which one inditutiona unit provides a
good, service or asst to another unit without receiving from the latter any good,
service or asset as counterpart. A cash transfer congists of the payment of currency or
transferable deposit by one unit to another without any counterpart. A transfer in

kind conssts either of the transfer of ownership of a good or assat, other than cash, or
the provision of a service without any counterpart.” (1993 SNA para 8.3 and 8.27).
Transfers can be current or capita. There are three main kinds of current transfers:

Current taxes on income, wedth, etc.
Socid contributions and benefits
Other current transfers

It corresponds to sub-matrix (5,5) in Figurell. It records current transfers paid and
received by indtitutional sectors. As mentioned above, it would be useful to
disaggregate the household sector according to the classification of households
presented in Table 111 and further by the country of citizenship of/category of worker
of/skill level of the head of household.

The following flows, disaggreagated by foreign resident households'®, are particularly
important for the measurement of Mode 4:

Taxes on income (D.51): Provide an indication of the payments made by the
households to the government as charges on their income.  Since taxes on
income may aso be payable by non-residents, it would be useful to
disaggregate them on the basis of the country of residence of the
worker/category of worker/skill leve, etc.

Other current taxes (D.59): Include, anong others, taxes on internationa
transactions paid by residents. They consist of taxes on travel abroad, foreign
remittances, foreign investment, etc., except those payable by producers (1993
SNA, para8.54 (d)). It would be useful to identify these types of taxes asthey
could provide abass for estimating remittances, as defined above.

Social contributions (D.61): Households pay socia contributions to generd
government (this includes dso pension funds). These are usudly based on the
compensations (e.g. wages and saaries, etc.). Similar breakdowns as the one
used for the compensation of employees asin Table 11 would be useful for an
anadysis of Mode 4.

Social benefits other than social transfers (D.62) They are payments by all
indtitutional sectorsto households. They indude: Sckness and invalidity
benefits, maternity alowances, children or family dlowances, unemployment

19 The term resident foreign households is used in this paper to identify a household where the heed of
household is resident non-citizen.
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benefits, retirement and survivors pensions, death benefits and other
dlowances. The didribution of socid benefits to different household types
can vary markedly depending on the specific benefit being paid. 1t would be
useful to separatdly identify these benefits by different types of households.
This information would provide an indication of the impact of government
policies on the digtribution of income between foreign and domestic
households and may have an effect on future government decisions about
migration.

Miscellaneous current transfers (D.75): They consst of dl current trandfersin
cash or in kind made, or received, by resident households to or from other
resident or non-resident households. They include : (8) goods hand-carried by
migrants, such as consumer durables, jewery, clothes, and other consumer
goods, or through hawala?®; and (b) remittances between members of the same
family resdent in different parts of the country or different countries, usudly
from amember of afamily working in aforeign country for a period of ayear
or longer. These are the workers remittances as defined in BPM5?L. Eamings
remitted by border and seasona workers are not considered international
trandfers as the workers remain resdents of the country of origin. (1993 SNA
para8.95) Smilarly, cash transfers to students studying abroad for tuition and
living expenses and vice-versa tranders from sudents to the family in the
country of origin, are not considered internationa transfers, as sudents remain
resdents of the country of origin.

Disposable income

It is the balancing item of the secondary distribution of income account. It is derived
from the balance of the primary incomes by adding dl current transfers, except socia
transfersin kind, receivable by that unit or sector and deducting al current transfers,
except socid transfersin kind payable by that unit or sector. 1t may be recorded net
or gross. It ispresented in a sector-by-sector sub-matrix (6,5) with each sector’s
disposable income on the diagond. Thisis further distributed among the different
categories of households. Disposableincomeisnot dl available in cash asit includes
non-monetary transactions such as internationd transfers of food, clothing and
medicines, €c. to rdieve the effect of hardship. It aso includes transfersin kind
which are, by convention, recorded as making imputed consumption expenditures on
the goods or services in question, asif the transfers were conceived in cash.

Disposable income can be calculated for different types of households, according to
the classfications adopted in the generation of income and secondary digtribution of
income accounts. It isan important indicator as it represents the maximum amount
that a household can afford to spend on consumption of goods or services during the
accounting period without having to finance its expenditures by reducing its cash, by

20 These are believed to be significant in many countries, ranging from 10 to 50 percent of total remittances,
but often are not recorded in the officia statistics (Puri and Ritzema 1999; El-Qorchi and others 2002)

21 \Workers remittances are current transfers by migrants, where amigrant is defined as a person who comes
to anew economy and stays or is expected to say, for ayear or more. Workers remittances often occur
between reated persons (BPM5 para 302).
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digposing of other financid or non-financia assets or by increasing itsliabilities. The
part of disposa income which result from remittances could be a sgnificant part for
certain groups of households. Capital transfers, other changesin volume of assets
and red holding gains and losses are excluded from digposable income and will be
discussed below.

Use of income account

It shows how households, government units and non-profit indtitutions serving
households dlocate their digposable income between final consumption and saving.
This account corresponds to sub-matrix (1,6) in Figurell. Inthe Mode-4 oriented
SAM, find consumption expenditure can be broken down by products and different
categories of households. This account has two versons, oneincludes only fina
consumption expenditures, that is expendituresin goods and services which are born
by the households, and the other includes also socid trandfer in kind, such as medica
sarvices. Both flows are rlevant for the measurement of Mode 4 for both the home
and host economies.

Saving

Saving isthe baancing item of the use of income account. It is presented in a sector-
by-sector submatrix (7,6) with each sectors saving on the diagond. 1n the Mode-4
oriented SAM, saving is further distributed among the different categories of
households. By combining thisinformation with income by household typeit is
possible to obtain estimates of the savings ratio by household types.

Capital and gross fixed capital formation account
The most important flows of this account for the measurement of Mode 4 include:

Increasesin fixed assets: Sub-matrix (8,7) would provide an indication of investment
by indtitutiona sector and by industry. It would show the value of acquisitions and
disposal of assets such asland, houses, etc. It may be useful to disaggregate the
household sector on the basis of whether the head of household is foreign resdent,
non-resident citizen or resdent citizen.

Migrants transfers. Are contra-entriesto flows of goods and changesin financia
itemsthat arise from migration. They correspond to the column vectors (7,11) and
(11,7) depending on whether the SAM refersto the country of origin or destination of
the migrant. If the migrant retains ownership of land or non-movable structures,

these assets become foreign claim of the migrant and as a consequence a claim of the
economiesin which they have migrated. Those flows should be recorded &t the time
of migration, but in practice it may be difficult to record al assets upon entry in the
new economy.

Financial account

It records transactions that involve financid assets and liabilities by type of financd
asst and indtitutiond sector. In the Mode 4 oriented SAM, it would be interesting to
cross-classfying the flows according to “who” isinvolved in the transactions. The
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cross-classfication could be based, for example, on length of stay, category of worker
and education/skill level.

Assets and liabilities

The SAM can be expanded to include aso balance sheets. The vaue of assets and
liabilities could be disaggregated according to types of households. Thiswould give
an indication of net wealth owned by foreigners disaggregated by partner country.
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Annex VI. National accounts SAMs and labour accounts

Fgure A. | illustrates schematically the relationship between SAMS, nationd
accounts and labour accounts.

Figure A. |. Relationships between accounts

National accounts F
A
B E
D C
SAM Labour accounts

Source: European Commission (2003).

Thejob isthe main unit linking labour accounting system and nationa accounts and
SAMs. Jobs connect demand and supply sides of the labour market. B in Figure A. |
represents the volume of work relating to jobs (hours worked and/or full time
equivaents), and the compensation (e.g. wages and sdaries). It is part of dl three
accounts. C are where that volume of work and its compensation are distributed by
s0ci0-economic variables such as education level, gender and statusin employment in
the SAM. This, together with B, is where SAMs and labour accounts overlap. The
remaining part of labour accounts (E) relates to aspects that are not included in
nationa accounts and SAMs, like other distributive variables, unmet supply
(unemployment), unmet demand (vacancies) and organisation of the labour market.
Unemployed persons are, of course, included in the household sector, and the receipt
of unemployment benefitsisincluded as transfer income in nationd accounts).

A relates to those flows which, together with those included in B, are recorded in
nationa accounts and SAMS, (for example reditribution of income and
consumption). D isthe expanson of the flowsincluded in A, usng socio-
demographic classfications. F isthose parts of nationa accounts not subject to SAM
expansions.



