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Overview 

1. The aim of Class 1 is to refresh our understanding of national accounts 

2. National accounts are important as they are the language 
macroeconomists use to describe the economic world 

3. To understand national accounts we need two key concepts: 

a. Stocks and Flows 

b. Sources and Uses 

4. To understand national accounts  it may also help to  think of the 
economy graphically... 

5. ΦΦΦ¢ƘŜƴ ƳŀǇ ǘƘƛǎ ǘƻ ǘƘŜ άŎƻƴǎƛǎǘŜƴŎȅ ŀŎŎƻǳƴǘƛƴƎ ƳŀǘǊƛȄέ ό/!aύ 

6. The CAM records two types of transactions: 

a. Current Account Transactions 

b. Capital Account Transactions 

7. This can be illustrated using Ugandan data 
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1. The aim of Class 1 is to understand the national accounts 

Example consistency accounting matrix 

Source: Agenor, Table 1.1 
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2. National accounts are important as they are the language 
macroeconomists use to describe the economic world 

ά²ƘƻǎŜ fault is the replacement of serious discussion of world 
trade by what I have come to think of as άǇƻǇ 
internationalism?... 
 
...One should not ignore the role of editors, who often prefer 
what pop internationalists have to say  to the disturbingly 
difficult ideas of people who know how to read national 
accounts or understand that the trade balance is also the 
difference between savings and investment.έ 
 

 - Paul Krugman, Pop Internationalism, 1996 
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3. To understand national accounts we need two key concepts. 
 a. Stocks and Flows 

Stocks 

Example Flows 
Å Revenue 
Å Expenditure 

Example Stocks 
Å Assets 
Å Liabilities 

Flow Flow 
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3. To understand national accounts we need two key concepts. 
 b. Sources and uses 

Å National accounts record how funds flow around the economy 

Å Every flow must have both: 

ï A source: where it comes from 

ï A use: where it goes to 

Å Therefore we deal only with identities and budget constraints to track 
where these flows move 

ï Hence we only use addition and subtraction. 

Å ¢Ƙƛǎ ƛǎ ǘƘŜ ǎŀƳŜ ƛŘŜŀ ŀǎ ǘƘŜ άŘŜōƛǘǎ ŀƴŘ ŎǊŜŘƛǘǎέ ǳǎŜŘ ŦƻǊ ŎƻǊǇƻǊŀǘŜ 
accounting 
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Å National accounts also record stocks. 

Å These are found in national balance sheets 

Å These are ΨƻŦŦ ǎǘŀƎŜΩ ƛƴ ƻǳǊ ŀƴŀƭȅǎƛǎ ǘƻŘŀȅ 

Å They can be constructed from flow accounts 

Å They are also of increasing relevance when considering stocks of 
natural resources  

Å See work by ǘƘŜ ¦bΩǎ {ȅǎǘŜƳǎ ƻŦ bŀǘƛƻƴŀƭ !ŎŎƻǳƴǘǎ ŘƛǾƛǎƛƻƴ 

 

Flows 

Stocks 



3b. Double entry accounting is a method of keeping track of 
these sources and uses.   

Example consistency accounting matrix 

Source: Agenor, Table 1.1 

Sources of 
DƻǾΩǘ funds 
in Current 
Account 

Uses of DƻǾΩǘ funds in 
Current Account 

Sources of 
DƻǾΩǘ funds 
in Capital 
Account 

Uses of DƻǾΩǘ funds in 
Capital Account 

{ŜŎǘƻǊǎ ŀǇǇŜŀǊ ǘǿƛŎŜΥ ƻƴŎŜ ŦƻǊ ǘƘŜƛǊ άŦƭƻǿέ ǘǊŀƴǎŀŎǘƛƻƴǎ όŎǳǊǊŜƴǘ ŀŎŎƻǳƴǘύ ŀƴŘ ƻƴŎŜ 
ŦƻǊ ǘƘŜƛǊ άǎǘƻŎƪέ ǘǊŀƴǎŀŎǘƛƻƴǎ όŎŀǇƛǘŀƭ ŀŎŎƻǳƴǘύ 
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