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2. DESCRIPTION OF THE THEORETICAL SAM

To begin with, social accounting matrix is a data system that is consistent and
complete on transactions among sectors and institutions. It is consistent because for
every receipt there is a corresponding outlay and complete since both the receiver
and the sender of each and every transaction are clearly identified (Sadoulet & Janvry
1995). Hence, SAM is a socio-economic information system, which describes all i

transactions that occur in an economy at a point in time. As summarized in
Vandemoortele (1987), SAM consists of three words. The word social refers to
different socio-economic groups and treated separately in the database. The word
accounting means that all transactions are expressed in monetary values and
accounts. Finally, matrix refers to these socio-economic groups and the monetary
values of transactions that are represented and arranged in rows and columns. The
rows of the SAM record incomings, while the columns of the same record the
outgoings or expenditures. Hence, the intersection of the rows and columns has a
dual meaning, that is, receipts for one account and expenditure for another. It is an
accounting necessity that receipts and expenditures must balance and this ensures
the consistency of the system.

;

SAM depicts the interconnections that exist among production activities, production
factors, and institutions. Such interrelationships can be presented diagrammatically in
figure 2.1.
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Figure. 2.1. Interrelationship among Activities, Institutions and Factors of Production

The arrow shows the direction of influence. As indicated in the diagram, production
activities require factors of production, such as labour, capital, and land in order to
produce goods and services. Production factors obtain income from the service they
rendered and the income so obtained is channelled to institutions according to their
factor endowments. Institutions allocate their income to final consumption of goods
and services, transfers, and savings. Production activities sell their outputs to other
sectors (intermediate consumption) and institutions, or export to the external sector
and obtain income. On the other hand, these sectors pay for the factors of production
for their factor services and circular flow is closed.

In order to use SAM for analytical framework, it is necessary to partition the SAM into
endogenous and exogenous accounts. This will enable us to identify the impact of a
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