REPORT OF 1998 ANNUAL OECD NATIONAL ACCOUNTSMEETING

I ntroduction

1

Mr. Kincannon opened the meeting, noting that it was not ajoint OECD/Eurostat/ECE meeting as
had been the case for the past several years. He welcomed several non-OECD ECE countries who
were attending the meeting as observers and said he hoped that the special session they were
having on Friday afternoon would be successful.

Mr Kincannon then outlined the new process of joint meetings between OECD and UN regional
organisations. Thefirst was held with ESCAP in Bangkok in May 1998 and proved very
successful; the OECD Secretariat particularly welcomed the participation by OECD countries
from Europe and North America at that meeting. The next is scheduled to be held with ECE in
Genevain April 2000. Joint meetings on national accounts with UN regional organisationswill be
organised on an ad hoc basis. The OECD may also participate in meetings on national accounts
organised by the UN regional organisations at other times. The annual OECD meetingsin Paris
will continue, with the agenda focused on issues of particular interest to OECD Member countries.

Asfar asthe 1998 meeting was concerned, there were fewer documents than last year, but with the
same amount of time allocated so asto allow more time for discussion. The agenda mainly
consists of topics that were requested by countries at the end of last year’s meeting. However, two
topics were dropped because of lack of interest in preparing papers (FISIM and Ingtitutional
sectoring). In addition to topics suggested by Member countries, the OECD has also included
some sessions on extensions to the national accounts because of the amount of work currently
under way on such satellite accounts, and on consumer subsidies and PPPs because of their
relevance to the work of the OECD Secretariat.

The meeting has three main themes - practical issues, theoretical issues and satellite accounts:

e practical issues - sessions on chaining, SNA93 implementation, user education, revision
policies, and employment estimates in the accounts,

»  theoretical issues - non-market sector output, consumer subsidies, and PPPs;
+ satellite accounts - tourism, health, and indicators of sustainable economic welfare.
There were a so two short information sessions - one on classifications (which we hope are now

final) and one to obtain feedback on a questionnaire on inventories which the OECD intends to
send out next year.

Agenda

The meeting adopted the draft agenda.

Agendaitem 1: Non-market sector output

Presentation: Valuing the output of housing services in the national accounts - STD/NA(98)1
(France)

7.

The production of non-market services of dwellings has to be imputed, based on a method which
matches the characteristics of owner-occupied dwellings to those of rental dwellings for which a
market rent can be observed. The characteristics used are location, size, facilities, and whether
the dwellings are public or private.



10.

The Ministére de I'Equipement is experimenting with regression techniques using explanatory
variables based on the characteristics listed in the previous paragraph but which also separately
identify new and long-term renters because of their different characteristics. Details concerning
the regressions used are provided in paragraphs 22 to 25 of the paper.

The results of using the model on different types of rental dwellings and details about the
statistical tests assessing the accuracy of the model are set out in the bottom half of the table
headed “Characteristic effects and accuracy of the model”. It is apparent from the results that the
model does not completely explain all the factors.

The EU recommendations stipulate that imputed rent must be calculated on the basis of all
renters in the private sector. In France, the length of rental has a strong effect on the rent paid.
The result is that, in the rental market, the price of the same service can vary from one person to
another. Owners, however, are less likely to move than renters which implies that the valuation
should be lower for imputed rent. It is clear that attributing the same length of occupancy to all
owners means that the imputed rent is sensitive to the assumptions made about the length of
occupancy. A method being tested is the “mobility mean”, which is applied to all the households
within each particular stratum. Satellite accounts are being used to show the impacts of
alternative models.

Discussion: STD/NA(98)1

11.

The issues raised during the discussion were:

* Inthe regression, would better results be obtained by controlling for renter characteristics
(eg, professional/other worker) rather than examining the characteristics of the housing
itself. Then the model could be used to match the characteristics of renters and owners (this
proposal was considered impossible to implement because of lack of data).

* Rent control in France results in a market distortion in favour of long-term tenants so it may
be better to use only new (or recent) renters for the imputation because the prices they pay
more accurately reflect market prices. However, an alternative view was that rents paid by
new renters are too high for use in the owner-occupied imputation because they are a
relatively small subset of the rental population.

e Variables exist which partly control for quality but it is difficult to take into account
different levels of facilities and the relative levels of improvements in similar locations.

* The regression methods have little effect on the constant price values. At the moment, the
constant price estimates (on a 1990 base year) are based directly on the “quantities” of
housing - the regression methods are used simply to obtain the prices to apply to the
volumes to obtain current price estimates.

Presentation: Summary of recent Eurostat work on volume measurement: in particular for non-
market services - STD/NA(98)32 (Eurostat)

12.

There have been various discussions on prices and volumes in the EU over the past couple of
years and a draft regulation has been drawn up covering issues like base year, reference year, and
index number formula to be used. More recently, Eurostat Task Forces have examined non-
market services in general government administration, health and education. They looked at

both input and output methods. The Task Forces all agreed that output methods are to be
preferred because input methods ignore labour productivity.



13.

The Education Task Force considered that the preferred output method is pupil hours, although

pupil numbers would normally be a reasonable proxy. However, the pupil hours would have to

be adjusted for changesin quality. The Health Task Force concluded that number of treatments
isthe preferred method for medical output, also after adjustment for quality changes. The

Genera Government Administration Task Force considered that output data are not sufficiently
developed nor consistent to be useful and so “improved” input methods are preferred in this area,
at least in the short term. In terms of possible implementation, none of the solutions is ideal
because measuring the associated quality change is still a problem.

Presentation: Measuring government sector output and productivity in Finland - application of the
output indicator method - STD/NA(98)4 (Finland)

14.

15.

16.

17.

The aims of the Statistics Finland project are to:
* develop a measurement system for government sector productivity;
e collect the data required;

« develop alternative volume estimates for all non-market services.

The output indicators used in the experiments are generally based on numbers of operations such
as cases heard, letters responded to, registrations processed, numbers of visitors to libraries, etc.
Over the last year, the project has been extended to local government as well as central
government.

Both output and input indexes are produced for each individual unit to assess the impacts of
using the output measures. Input-based value weights are used for aggregation. Labour
productivity is the ratio of output to changes in hours worked and can be calculated fairly
readily. Total factor productivity also takes account of other factors such as the real value of
capital used and is a much more difficult concept to measure at this degree of detail.

Results are presented in Table 1 in the paper. Some significant differences arise compared with
the old (input-based) methods. Further improvements are required. They include better
coverage (at present only about 40% of administrative services are included), and longer time
series.

Presentation: Note on the experimental calculations of the rates of growth in non-market services
(health and education) - volume comparison resistant services - STD/NA(98)2 (Poland)

18.

The aim of the Polish Central Statistical Office’s work was to estimate indexes based on output
indicators to compare with the input-based estimates. The major problem encountered
concerned the data sources: the output data were not sufficiently detailed to produce estimates of
the quality desired. However, it was still possible to calculate some preliminary estimates, but
quality changes proved to be a problem. The numbers of students in high schools and
universities increased significantly with little change in teacher numbers so there was probably a
decline in quality, particularly in the high schools. It is critical (but very difficult) to assess

quality change. This project is only the starting point. Work will continue to improve and

expand the estimates in future.

Presentation: Indicatorsfor changesin output of non-market services - STD/NA(98)22 (I srael)

19.

Non-market services are a very high share of total GDP in Israel (see table 2 in the Israeli paper).
A very high share of nhon-marksérvices within government final consumption is contributed by
defence (9.4% of GDP in 1995 which, though still high, is down from 22.2% in 1980).



20. The composition of non-market servicesin Israel is shown in Table4. The main civilian
services are in education and health, making up approximately 60% of civilian non-market
services between them. The composition of health expenditure is quite different from that of
education. For example, only 57% of health is compensation of employees, partly because of
high expenditures on medicines etc, compared with 74% of education expenditure that is on
compensation of employees.

21. One of the potential output measures examined was numbers insured under a health insurance
scheme, using the “premium coefficients” by age for weighting purposes. The weights are
determined by the government premium payments to the health management organisations (sick
funds) which vary by age. Table 7 in the Israeli paper compares the growth rates of membership
in funds, the age adjusted membership and constant price production costs. It shows some
significant variations in the relationships between these variables over the past few years.

22. Table 9 in the Israeli paper compares growth rates of “hospitalisation days” (by type, weighted
by the corresponding cost per day), “hospitalisation days” adjusted by changes in the “duration
of stay”, and constant price production costs. It shows a much lower growth in “hospitalisation
days” compared with the constant price production costs of hospitals.

23. One of the problems faced in putting the estimates together is that there is no proper coordination
between the detailed national accounts (input) measures and the health (outputs) data so it is not
always possible to match outputs with appropriate weights. The weights can change
significantly from year to year because of a pattern of no wage increases for several years
followed by a large “catch-up” pay increase.

24, In education, various possible output indicators including quality adjustments are compared with
input measures. In the Israeli paper, Table 13 shows the annual change in the number of pupils,
by level and weighted by costs, compared with constant price production costs. Table 14 shows
the major components of the costs incurred in education while Table 15 shows the percentages of
examinees compared with the percentages entitled to certificates. Table 16 shows the
percentages of recipients of first degrees who received their degrees within five years of starting
studies, classified by faculty. In deriving the total, the different types of students were weighted
together by the cost of each type of course to take account of one aspect of quality change.

Presentation: Measuring non-market sector output - recent work by the Australian Bureau of
Statistics (ABS) - STD/NA(98)3 (Australia)
25. The aims of the ABS project are to:
e improve the constant price estimates in the Australian national accounts;
* help monitor microeconomic reform;
e assist in assessing productivity change in government services.
26. The starting point was to produce some relatively crude output volume measures and then work
towards developing quality-adjusted estimates. Inpatient acute-care hospitals were the starting

point because detailed data were available from the “case-mix” (ie, Diagnostic Related Groups,
or DRG) processes.

27. The results show that the number of bed-days has declined while the new output measures have
increased, both in terms of unadjusted numbers of patients and when patients were weighted
using the 667 DRG categories.



28.

29.

A question to be answered is the extent to which quality change is taken into account. While
changes between DRGs are catered for, it has not been possible yet to assess quality change
within the individual DRGs. However, several methods have been identified which may prove
useful in tracking quality changes. A method which isto be investigated is to assess changesin
health outcomes (eg, changes in average length of life) to infer something about changesin the
quality of health outputs.

At this stage, these output estimates for health are not considered to be sufficiently developed to
introduce into the national accounts. It will be necessary to establish lengthy time series on a
consistent basis beforeit is decided to use these measures in the national accounts.

Presentation: Measuring output of non-market hospital services - STD/NA(98)5 (New Zealand)

30.

31.

32.

Statistics New Zealand has introduced the results of their health output investigations into the

national accounts. They are based on output indicators such as number of outpatient visits and

number of x-rays and diagnostic tests, but some input indicators are also used for items such as
“hotel-type” services and administration. The biggest weight was given to case-mix adjusted
inpatient discharges. Day-patient discharges and the inpatient length of stay (number of nights)
were also included. As in Australia, there are 667 DRGs and they are weighted using costs. The
final outcome is an annual-weighted chain-linked volume index.

There is a huge difference between the old (input-based) and new (output-based) series with the
former declining significantly and the latter increasing steadily over the past 10 years or so.

There are still some significant deficiencies in the data. The day patient indicator is not case-mix
adjusted; it is an output indicator only rather than based on double deflation and it covers only
public hospitals. Work is proceeding on improving the estimates.

Presentation: A method for the derivation of volume indices and deflators of complete treatmentsin
hospitals - STD/NA(98)24 (Netherlands)

33.

34.

35.

A basic assumption made is that no quality adjustment is required for a commodity embodying
unchanged technical characteristics. This assumption, however, does not hold in the case of
complementary commodities. The approach is to examine “complete treatments” (ie, operation
plus nursing care), as opposed to operations and nursing care separately.

One approach is to weight together volumes directly based on data relating to a large number of
Diagnostic Related Groups (DRGs). A second approach is to use price indexes for medical
treatments as deflators. There are two ways of producing price indexes for medical treatments:

»  price the individual components of a treatment, and weight them together;
* price the overall costs of a complete treatment.

The results are quite different; eg, see the example of an appendectomy operation in paper
STD/NA/RD(98)3.

Data on total costs per treatment, however, are not directly available. An example to arrive at this
information indirectly was elaborated. Seven activities were identified along with five product
groups (ie, treatments). The activities and treatments were cross-tabulated to arrive at the total
cost per treatment. Volume changes were then calculated in terms of the previous year’s prices.
Table 5 in the paper demonstrates the ways in which the cross-classified data are used to produce
value, volume and price indexes. Table 6 shows the differences between using activities and
using complete treatments.



36. The datain the example are fictitious and have to be replaced by actual data. However, the
exampleis based roughly on the orders of magnitude which are applicable in the Netherlands. [t
will aso be necessary to extend the numbers of product groups and to expand the model to
include medical care activities outside hospitals. Quality issues also need to be examined in
more depth.

Discussion: STD/NA(98)32, STD/NA(98)4, STD/NA(98)2, STD/NA(98)22, STD/NA(98)3,
STD/NA(98)5, STD/NA(98)24

37. The issues raised during the discussion were:

The fundamental problem with input methods is that they do not take changes in quality and
labour productivity into account.

The purpose of the government agency collecting the data will affect the nature of the
output indicators avail able (eg, health datarelating to preventing health problems will differ
from those involved in curing problems).

In al the non-market work, a distinction needs to be made between output (which iswhat
we are trying to measure in the national accounts) and outcomes (which can include the
effects of other factors). However, outcomes can be useful in estimating the quality effect
on outputs.

Output indicators are clearly better than input series. However, measuring quality changeis
the key issue in obtaining better estimates of non-market output. Waiting lists for hospitals
and “patient satisfaction” surveys were suggested as possible quality indicators.

Significant progress in developing quality adjustments is unlikely in the next couple of

years. It would still be best to use the output indicators at this stage even if they cannot be
quality adjusted because they are likely to be less wrong than those based on inputs (New
Zealand has already included its health output measures in the national accounts and the UK
is now using output indicators for a wide range of government services). However,

opposing views were expressed by several countries with the following points being raised:

implementing major changes before estimates are fully refined could be misleading;
— international comparability could be affected;
— itis impossible to ensure quality consistency with output measures;

— the main criticism of input measures is that productivity is not taken into account but
productivity is not likely to change significantly in education.

Education output (and productivity) can fall significantly (eg, if there is a sharp fall in
student numbers but no corresponding decline in teacher numbers); on the other hand, it is
reasonable to assume large productivity improvements in health over the past few decades
because of the rapid technological advances being made.

Jack Triplett (Brookings Institute) is working on a project on quality measurement in health.

There are different problems to face in measuring services provided directly compared with
those provided indirectly or collectively. It is more difficult to measure the collective
elements of non-markeservices, particularly if political considerations are involved.

The short-term aim should be to focus on improving the comparability of input measures,
particularly by adjusting for product changes.



e Obtaining data on as many product groups as possible isimportant, even if no allowance can
be made in the short term for quality changes within a product group.

e Obtaining full coverage of outputsis critical because volumes of different outputs can move
in different directions.

«  Harmonising the basic statistics (ie, source data) is a critical issue in harmonising the
national accounts.

e Seeking aperfect solution is not sensible - it is better to be roughly right than exactly wrong.
»  Coverageisvery important.

*  Should anon-zero rate of return be used for those areas of the non-market sector which use
input indicators?

e Consistency of methodology in the non-market sector isimportant because stepwise
implementation distorts relativities within the non-market sector (ie, either input or output
measures should be used exclusively rather than having some components based on outputs
and some on inputs). However, alternative views were expressed along the following lines

— thereisaready amix of different methods being used in the accounts so why should
the non-market sector be singled out;

— consistency of methods does not always lead to the best (nor to the most comparable)
results;

- stepwise implementation is acceptable but each step should cover a complete function.
»  Concentrating on inputs implies that multifactor productivity (MFP) is zero.

e Volumes of capital are not measured properly in hospitals and some effort should be
devoted to improving this situation.

e Hedth dataimprove markedly as a country moves large parts of health from the non-market
to the market sector. Double deflation will become possible and price deflators may aso be
available on the basis of “complete treatments”.

e It would be useful to compare productivity changes between non-market sectors and the
equivalent market sectors.

e ltis important to assess the plausibility of the implicit price deflators when constant price
measures are based on output indicators.

e It was suggested that the OECD should establish an electronic discussion group to
disseminate papers on non-markeluation issues.

Agendaitem 2: Chain volume indexes and constant price estimates

Presentation: Introduction of chain volume measures - the Australian experience - STD/NA(98)6
(Australia)

38. The starting point was a detailed empirical analysis to determine the effects on growth rates of
using different index number formulas (Paasche, Fisher and Laspeyres). The two components
most affected by chaining are imports and private gross fixed capital expenditure on equipment,
largely because of computers. There is little impact on GDP growth.

39. An information paper was released reporting on the analysis. It described the issues involved
and announced that the volume measures will be annually linked and reweighted Laspeyres



40.

41.

42.

indexes. Implicit price deflators (ie, Paasche chain price indexes) and Laspeyres chain price
indexes will also be published. The release of the information paper was followed up by
seminars with groups of usersin al Australian capital cities. Some users were familiar with
chain estimates because the fixed-base estimates have been linked every 5 years for the historical
national accounts series. Users expressed a preference for chaining in reference dollars rather
than as index numbers so that relative magnitudes can be readily seen.

The next step was to release chain volume measures in conjunction with the fixed-base measures

in the quarterly national accounts publication from the fourth quarter of 1997 until the second

quarter of 1998. In the chain series, the detailed volume measures are expressed in the previous

year’s prices, and linked annually at the end of each financial year (ie, after the second quarter).
The quarterly series will be benchmarked to the annuals. The reference base year will always
correspond to the weighting base year so that data at the end of the series will be additive.

Understanding the process adopted by Australia to chain the quarterly data is complicated by the
fact that Australia uses a fiscal year which runs from 1 July to 30 June (ie, from quarter 3 in one
calendar year to quarter 2 in the following calendar year). Therefore, the chaining is based on
quarters which are two quarters out of step with the equivalent European (calendar year based)
data. For the latest (incomplete) year (t) and the preceding year (t-1) all quarterly movements are
calculated in year t-2 prices. For earlier years, the movement from quarter 2 to quarter 3 (ie, the
one which cuts across a financial year) is expressed in the prices of the financial year in which
quarter 2 falls. In other words, if the financial year in which quarter 3 falls is year t, then the one
in which quarter 2 falls is year t-1. The movements from quarter 2 in year t-1 to quarter 3 in year
t are expressed in year t-1 prices. All the movements within year t-1 (ie, from quarter 3 to

quarter 4 , from quarter 4 to quarter 1 and from quarter 1 to quarter 2) are expressed in year t-2
prices.

Consistency is maintained between the quarters and the corresponding annual estimates by
benchmarking the quarterly series using the Cholette “curve-fitting” method developed by
Statistics Canada.

Presentation: Quarterly chain series - STD/NA(98)7 (Netherlands)

43.

44,

45,

The starting point is a quarterly input-output table. It is a much smaller table than the annual
tables and is based on extrapolation using a wide variety of economic indicators. The table is
unbalanced but the next step is to eliminate the supply/demand discrepancies, with data
expressed in year t-1 prices.

A critical point is that the quarterly movement from one year to the next (ie, from quarter 4 in
year t-1 to quarter 4 in year t) is expressed in year t-1 prices.

Changes in inventories are a problem. Inventories are derived as a balancing item between
chained total expenditure and a chained estimate of total expenditure less inventories. The price
series in the deflation process are not directly seasonally adjusted. Although implied seasonally
adjusted price series can be derived, they are very similar to the original implicit price deflators.

Presentation: U.S. NIPAs: Annual and quarterly chain measures of quantity and prices -
STD/NA(98)27 (U.S.A))

46.

The volume estimates in the U.S. national accounts are calculated using annually-weighted chain
Fisher indexes. Fisher series are used because of the symmetry between the price and volume

series (i.eValug =V," * P7). The estimates are also shown in terms of reference dollars.



Recently, the Bureau of Economic Analysis (BEA) has developed aformulafor calculating
(additive) contributions to growth using the (non-additive) chain series.

47. In the national accounts, chain volume indexes are calculated quarterly using annual weightsin
al quarters apart from those in the latest incomplete year. The quarterly movement from one
year to the next (ie, from quarter 4 in year t-1 to quarter 1 in year t) is expressed in year t-1
prices. The average of the quarterly indexesis adjusted to equal the annual total. For the latest
year, quarterly weights are used until the annual revision.

48. Inventories are calculated in the chain series by using the Fisher formuladirectly on levels and
then obtaining the change in inventories as adifference. Thisleadsto some small
inconsistenciesin the estimates.

49, It was decided to publish the tables of contributions to growth so that incorrect estimates are not
derived directly by users.

Discussion: STD/NA(98)6, STD/NA(98)7, STD/NA(98)27

50. The issues raised during the discussion were:

»  Seasona adjustment inthe U.S. accountsis carried out at avery detailed level and then the
series are chained at whatever level is required.

e Itisbesttochain at the most disaggregated level possible.

»  Thechoice of chain Laspeyres versus chain Fisher volumesin Australia came down to
practical issues related to the annual supply/use balancing. It proved easier in practice to
use a Laspeyres chain volumein this area.

«  Changing the reference year every year (to coincide with the weighting base) has the major
advantage of maintaining additivity at the end of the series, but has the disadvantage of
changing every term in the series each year in conjunction with moving to anew base year.

e Itwould be useful to agree on a set of internationally-accepted terms for describing different
aspects of fixed base and chain estimates.

e Apart from the non-additivity of the components, there is a problem in the way that
negatives affect the calculations for contributions to changes.

e Canadaiscurrently using a 1992 base year, but chains historical volume estimates every 5
years. Statistics Canada also publishes chain Fisher volume indexes every quarter, which of
course are different from the fixed-base estimates (which provide the “headline” rates of
growth).

e« The U.K. is planning to introduce annual chain series.

« Itis necessary to deflate the levels of stocks, not the changes, and then derive changes as the
difference between the end of period and beginning of period levels.

e Current price values of inventories are revised less with chain estimates (ie, if year t-1 prices
are used) than if 5-yearly rebases are carried out.
Agendaitem 3: Tourism satellite accounts (TSAS)
Presentation: A tourism satellite account for OECD countries - STD/NA(98)21 (OECD)

51. Mr. Alfred Franz, as chairman of the OECD expert group on Tourism Satellite Accounts,
introduced the OECD System of Satellite Accounts for Tourism. He noted that tourism




52.

53.

54.

55.

authoritiesin OECD countries are much concerned with the importance of tourism relative to
GDP as awhole; amain purpose of the OECD system was to answer this question. Two basic
principles underlie the OECD system:

e comparability with national accounts definitions;

e comparability with the World Tourism Organization (WTO-OMT) basic definitions of
tourism.

Mr. Franz explained that the OECD system was designed to make full use of the existing OECD
“Tourism Economic Accounts” and of the kinds of tourist statistics typically collected by OECD
countries. He emphasised that the OECD satellite accounts have an essentially practical
orientation which reflects the wishes of the Member country experts who have worked with the
OECD to develop the system.

The OECD TSA Manual sets out the concepts and definitions related to tourism. They have
been set up in a way which ensures consistency with the core national accounts. The main
problem areas relate to defining the tourism aspects of investment, treatment of second
dwellings, determining how expenditure on package tours should be allocated, whether gross or
net valuation should be used, and whether total retail sales or just the retail margins should be
shown in the TSAs.

TSAs use a supply and use framework as their basis. It is clear that extra data are required to
enable TSAs to be produced because national accounts in virtually all countries (even those with
very detailed supply and use tables) are not sufficiently detailed. Broadly, additional data
dissections are introduced into a standard supply and use table.

There is a difference in philosophy between the OECD and the WTO-OMT proposals presented
to the meeting. From the beginning, the conceptual approach of the OECD manual was
determined to be put into practice as soon as possible (in particular, figuring out the impact of
tourism on the economy) whereas the WTO-OMT manual primarily focuses on the conceptual
framework.

Presentation: A conceptual framework for a tourism satellite account - STD/NA(98)20 (World
Tourism Organization)

56.

57.

58.

Ms Marion Libreros, as consultant to the WTO-OMT, introduced the paper on the WTO-OMT
system of satellite accounts for tourism. To date, the main focus of the work had been to create a
conceptual framework. It will be published as a separate document to be followed by a manual
giving practical advice on sources and methods.

The WTO-OMT system includes a central core which defines the coverage, classifications and
basic definitions of the system. Additional elements provide for further extensions useful for
particular kinds of analysis. The system aims also to provide a link between macro-economic
statistics and the quantitative information on numbers of tourists and numbers of visits which are
the kinds of data that form the basic tourism statistics in most countries. The WTO-OMT system
is compatible with the SNA93 and, in particular, it fully respects the SNA production boundary.
However, there has to be a certain amount of reclassification of national accounting flows in
order to incorporate tourism within the SNA framework. Defining fixed capital formation for
tourism is a problem which still has to be resolved.

Ms Libreros also noted particular problems in designing satellite accounts for tourism. These
were similar to those noted by Mr Franz and included:

10



Discussion:
59.

treatment of package tours (should these be “unpackaged” into their separate elements (net
treatment) or recorded as a composite service (gross treatment)?); these issues were
particularly acute in the case of outbound and inbound tourism;

treatment of purchases of consumer durables such as motor cars and leisure boats during a
trip and outside the context of a trip;

the economic measurement of the effect of the purchases of goods by visitors as compared
to that of services; and

treatment of second residences.

STD/NA(98)21, STD/NA(98)20

The issues raised during the discussion were:

Concerns were raised that the OECD and WTO-OMT satellite systems were not fully
harmonised, which could impose an unnecessary reporting burden on countries

- inreply both Mr Franz and Ms Libreros noted that many of the differences were more
apparent than real but they agreed that there are still inconsistencies between the two
systems regarding, for example, definitions of “characteristic” tourist products and
activities, the coverage of total tourism expenditures and the solutions adopted to some
of the problem areas listed above.

There was unanimous agreement by participants that they were concerned about the
development of two similar satellite systems.

The objective of OECD and WTO-OMT should be to devise systems which are compatible.
One possible approach would be for the more limited OECD accounts to be viewed as
building blocks for the wider WTO-OMT system. The WTO-OMT conference planned for
June 1999 would provide a good occasion to demonstrate that differences between the two
systems have actually been eliminated. The Chairperson undertook to bring this
recommendation to the attention of the OECD Tourism Committee and the WTO-OMT
Steering Group.

Presentation: U.S. Travel and Tourism Satellite Accounts for 1992 - STD/NA/RD(98)2 (U.S.A))

60.

The tourism satellite accounts for the United States, which had been compiled for 1992, were to
be seen as prototype accounts. In particular, user input had been limited, in some cases range
rather than point estimates were shown, and there were a number of omissions compared with

the OECD and WTO-OMT recommendations. During his presentation, Mr Parker emphasised
that satellite accounts provide an opportunity to introduce concepts that differ from the core SNA

accounts. As an example the U.S. system records the value of services produced by consumer
durables, such as automobiles, rather than their acquisition prices. He argued that the
international agencies should aim to provide guidelioesatellite accounts rather than strictly-
applied international standards.

Presentation: Satellite Accountsfor Tourismin Norway - STD/NA/RD(98)9 (Norway)

61.

The Norwegian tourism satellite accounts have been compiled from 1988 and will be continued
on an annual basis. As with the U.S. accounts, the annual starting point is the full supply and use

table which is then re-aggregated after identifying tourism activities and products. Fourteen
tourism activities are identified; package tours are treated on a gross basis and the monetary

accounts are supplemented by details of employment in tourism industries. The Norwegian
system incorporates features of both the OECD and the WTO-OMT satellite systems.
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Discussion: STD/NA/RD(98)2, STD/NA/RD(98)9

62.

The issues raised during the discussion were:

* IntheU.SA.the TSAsarecdled “Travel andTourism Satellite Accounts” to show
explicitly that they include business travel as well as tourism.

e TSAs can legitimately diverge at times from SNA concepts (one of the major purposes of
satellite accounts i® enable divergence from SNA concepts).

e ltis essential to use a very detailed supply and use table as the starting point. Further
disaggregations are required for some industries and for some types of expenditures.

e Tourism is a demand-based activity. Once the tourist demand has been calculated the
output, value added, employment etc caused by this demand can be calculated by using
ordinary input-output techniques. More emphasis should be given to this aspect in the
OECD and WTO-OMT manuals.

Agendaitem 4: Problem areasin implementing SNA93

Presentation: Remaining differences between the 1997 Canadian SNA and SNA93 - STD/NA(98)15
(Canada)

63.

64.

65.

66.

67.

68.

It proved impossible to implement some of the SNA93 recommendations on sectoring in the
CSNA. The result was that a combined sector was set up for all incorporated and unincorporated
businesses in the production accounts. It is referred to as the “business sector”. The issue was a
practical problem based on data availability rather than on conceptual issues. However, in the
income and outlay accounts, and in the capital and financial accounts all unincorporated
businesses owned by households are in the households sector as recommended in SNA93. The
households sector also includes NPISHs because it proved to be impossible to obtain separate
data for them.

At the moment, Statistics Canada is trying to set up data collections which show
enterprise/establishment links to enable a better sectoral split to be included in the CSNA.

For presentation purposes, the CSNA shows the “Primary distribution of income account”, the
“Secondary distribution of income account”, and the “Use of income account” as a single income
and outlay account. However, most of the detail required for the SNA93 presentation is
available.

SNA93 does not cover regional accounts well. In particular, it does not recognise as an
establishment a unit which provides ancillary services, notably head offices. In the regional
accounts, if a head office is in a different region from that of its producer units, it will have no
output recorded for its activities in the region in which it is situated.

In the CSNA, producer units are not subdivided to meet the SNA93 requirement of creating
“mutually exclusive units of homogeneous production” because it is unrealistic to do so.

lllegal production has not been able to be fully included in the CSNA because of data problems.
Similarly, software on own account has not been able to be included as part of investment
because there is no data at all on own account software. In fact, it is very difficult to even define
it, so it is impossible to collect data on it.
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69.

70.

Statistics Canada believes that “own funds” should be included in FISIM and has done so in the
CSNA. Also, the treatment of the Bank of Canada is on the basis of input costs (as is the case for
other parts of general government) rather than on the basis of the FISIM produced.

Fairly detailed data are available in Canada for the liabilitities of the unfunded retirement
benefits scheme to which all Canadian workers belong. However, Statistics Canada has not
included the estimates in the CSNA at this stage because of the large government deficit which
would be shown in comparison with other countries, most of whom have not included such
estimates in their accounts at this stage.

Discussion: STD/NA(98)15

71.

The issues raised during the discussion were:

e Splitting households into business and other components is contrary to SNA principles on
which sectoring is based.

*  The statement that full production accounts for an institutional sector are not necessary to
analyse the income and outlay accounts was questioned (see paragraph 28 of the Statistics
Canada paper).

*  Omitting software on own account could have a significant effect on GDP.

* Itis very difficult to identify and separate out the assets which households hold in unfunded
superannuation schemes.

« A useful topic for next year's meeting would be how unfunded superannuation schemes are
treated and how the estimates are compiled.

* The problem of collecting data in basic prices relates to the final users only - businesses do
know what they pay in taxes and what they receive in subsidies.

 Homogeneous production units are essential for producing homogeneous input-output
tables.

e It would be useful to have a similar session on SNA93 implementation problems at a future
meeting (perhaps next year).

e The chairman encouraged all OECD countries to produce similar documents to the Statistics
Canada paper once they have implemented SNA93.

Agendaitem 5: Revisionsto national accounts from introducing SNA93

Presentation: The new base for annual accountsin France (ESA95) - I nitial valuations of goods and
services - STD/NA(98)8 (France)

72.

73.

The main reason for the current update of the French national accounts is to align them with
ESA95 and to introduce a more up to date base year for the constant price estimates (changed
from 1980 to 1995). Data were introduced from new surveys, covering issues such as housing
rents and household consumption (from family budget surveys).

Revisions in growth based on previous year’s prices resulted from both conceptual modifications
introduced via ESA95 and new evaluations. A quite different picture was presented for 1992.

For estimating growth in constant price terms on a fixed base, the base year change from 1980 to
1995 was essential because the structure of prices within the economy has changed significantly
in that time. A fixed base year (1995) is being used for both annual and quarterly accounts.
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74.

75.

76.

e

The coherence of the accountsimproved, particularly in the commerce area, as new data were
introduced from new business surveys. The concept used for basic prices was introduced in line
with SNA93.

Changes in nomenclature were introduced, eg, for industries, which are now classified according
to NACE. However, difficulties arose in the accounts because some data collected from
enterprisesin 1992 were not consistent and there were also problems with data from business
surveysin 1993 and 1994. Some local reclassification of activitieswas required. In addition, a
split of government consumption into individual and collective consumption was introduced so
that the SNA93 concept of actual final consumption could be implemented.

The SNA93 extensions to gross fixed capital formation were introduced and foreign trade data
have been compiled on the basis of both CIF and FOB (a CIF-FOB correction has been
introduced as indicated in SNA93). Data on transport margins were introduced. A lot of work
was involved in determining the correct treatment of transport margins, particularly the split
between transport on own account and the transport industry (branch) activities.

As aresult of the changes, the level of GDP increased by about 2%, total final consumption by a
little more than 1%, and gross capital formation by about 8%; exports and imports both fell (by
4% and 1% respectively).

Presentation: New national accountsin Denmark - ESA95 - STD/NA(98)9 (Denmar k)

78.

79.

80.

81.

82.

The presentation was divided into two main parts:
e the scope of the revision process; and

+ the effect on numbers.

There were 4 magjor types of changes to the accounts:

e using new sources and methods in the accounts;

e introducing new classifications (NACE, rev 1 and COICOP);
e introducing new definitions (ESA95);

e updating the base year for constant price estimates.

The major part of the process was revising sources and methods. New primary statistics were
used to adjust activity levelsin various parts of the accounts. In the production-based estimates,
al branches are now based on accounting statistics collected from businesses. A new business
register was set up as one element in improving the quality and coverage of source datafor the
accounts. All calculations are now based on primary data at the most detailed level (including
sector).

The new methods involved matters such asimproved deflators for computers, introducing better
price series for financial services, and setting up a new central accounting database. Also, new
requirements of ESA95 were implemented such as cal culating consumption of fixed capital for
roads and bridges. The base year for constant price estimates was changed from 1980 to 1990.

The graphsin the Danish paper show the impact of the changes. One of the biggest changes was
in gross fixed capital formation, where there was an actual increase (as opposed to definitional
increase) of about 12% due to improved data sources and increased estimates of expenditure on
motor vehicles.
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83.

Total prices growth between 1988 and 1996 is aso shown graphically. The major feature was a
big fall in the rate of increase for prices of gross fixed capital formation. It is attributable to the
introduction of the hedonic computer price index, which declines very rapidly over the whole
period.

Discussion: STD/NA(98)8, STD/NA(98)9

84.

The issues raised during the discussion were:

»  Length of backcasting of 8 yearsin Denmark does not seem sufficient to calculate
seasonally adjusted estimates.

*  The hidden economy is slightly more than 1% in Denmark. The hidden economy isaso
relatively small in the French accounts and allowances were made in the old systems so
thereisvirtually no change coming from this source in either country in introducing the new
systems.

e Itispossibleto derive implicit estimates of the hidden economy by, for example, calculating
the maintenance required on the cars on the vehicle register and comparing this with the
amount of work actually recorded.

e Backcasting is avery time consuming task if it is done systematicaly. For example, under
SNA93 the universities changed sector in the Canadian accounts and this was backcast to
1961. Similarly with defence equipment investment and those taxes which are now
classified as the purchase of goods and services. Prorating using growth rates from the
SNAB68-based data was used only where it was not possible to access actual data.

* InFrance, backcasting is being done using an econometric model which identifies
relationships between SNA93 and SNA68 based data during the 5-year overlap. The model
will then be applied to the old time series. It has been necessary to simplify the model from
what was originally envisaged.

* In Denmark, data have been published from 1988 to 1996 on an SNA93 basis. Datawill be
backcast to 1966 largely by using movements from the SNA68-based estimates but this
approach will be modified where benchmarks are available. It isestimated it will take 3
staff 2 yearsto complete the backcasting.

Agendaitem 6: Educating user s about changesto national accounts

Presentation: I mplementing SNA93: Educating the user - the Australian Bureau of Statistics strategy
- STD/NA(98)12 (Australia)

85.

86.

87.

The Australian national accounts include national income, expenditure and product accounts,
financial accounts, balance sheets, and related estimates such as balance of payments and the
international investment position.

SNA93 implementation was done in parallel with a number of other major tasks. The main ones
were implementing the fifth edition of the Balance of Payments Manual (BPM5), adopting the
input-output strategy (ie, benchmarking the annual accountsto I-O tables), improving the
alignment of the accounts with other economic statistics, moving to an accruals basisin
government finance statistics and extending price indexes into the business services industries.

An Information paper was released in December 1994, and then public seminars were held in all
capital citiesin February/March 1995.
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88. In late 1995 there was areview of the SNA93 implementation strategy. An Economic Statistics
User Group was set up in 1996 to provide advice on key aspects of the proposed changes. In
February 1997, another information paper was released on “Developments in Government
Finance Statistics”.

89. A seminar on chaining was held in March 1997 and two more information papers (national
accounts and international accounts) were released in September 1997. In November 1997, an
information paper was released describing changes to the balance of payments and the
international investment position statistics. An information paper on chaining was released in
March 1998 and the final information paper on the SNA93 will be released in October 1998. It
will contain SNA93-based estimates for the second quarter 1998 (the SNA68-based estimates for
the second quarter were released in early September).

90. The education program has worked well. The information papers were an important element and
preparing them has been a major discipline on the ABS, both in working out what to do and in
explaining the major changes to users.

Presentation: The U.K. approach to educating users - STD/NA(98)25 (U.K.)

91. The Office for National Statistics (ONS) will be publishing SNA93-based accounts on 24
September. There are some significant changes, with the new presentation being a particularly
major change.

92. While the UK accounts are currently based on SNA68, in practice the presentation has not
changed much since 1946. ESA79 accounts were maintained separately from those on an
SNAG8 basis. Inintroducing SNA93, changes have included integrating SNA93 and ESA95 into
a single set of accounts, rebasing to 1995, and introducing new sectors using a new business
register.

93. There are four key groups of users and ONS has close contact with these groups. In particular,
the National Accounts User Group meets regularly and it reviewed the changes proposed.

94. The start of the SNA93 education program was in 1996. The new SNA was described, the major
changes outlined and examples of changes were provided. An “lllustrative Guide” was
produced. It showed existing data in the new layout, provided background on the introduction of
ESA95 and described the new concepts, sources and methods. The aims were to provide an early
warning of what the new accounts would look like, check the need for some tables and test the
new systems. Also, ONS released a near-final data set up to 1995 in August this year so that
econometricians could re-estimate their models before facing the “live” data for the first time.

95. Producing the Guide was more difficult than expected. Users asked for more detail, particularly
on the new layouts and links to the old layout.

96. The launch concentrated on users with immediate needs (press, financial analysts and marketing
agents), and electronic subscribers. There will also be a series of post-launch seminars.

Presentation: | mplementing chain-type indexesusing a Fisher formula: Educating the data user in
the United States - STD/NA(98)26 (U.S.A.)

97. Presenting chain Fisher indexes as the “headline” growth rate changed their status from an
interesting theoretical issue to an important measurement issue. The impact was as critical as the
introduction of the hedonic price indexes for computers in the mid 1980s.
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98. The starting point was the theoretical advances in price index theory pointing to the improved
estimates achievable from using superlative price indexes such as Fisher or Térngvist. There
was no opposition from users on conceptual grounds. However, the issue of non-additivity in the
chain indexes was a major concern to users. In particular, they disliked the idea of not being able
to reaggregate estimates in the ways they had been used to doing. Non-additivity was a major
problem for forecasters but the majority accepted that it was a necessary step on the way to
obtaining improved growth estimates.

99. When the change to chain estimates was made, there were several press articles critical of the
change and some business economists also criticised “moving the goalposts”. However, most of
the critics have now accepted the need to make the change.

100. More recent steps have been to present historical data on several different reference periods and
to develop new methods to calculate (additive) contributions to growth.

Discussion: STD/NA(98)12, STD/NA(98)25, STD/NA(98)26
101. The issues raised during the discussion were:

« France has produced constant price estimates expressed in the previous year’s prices for
many years as well as fixed-base estimates. However, there was strong opposition from
users to a proposal to publish only the chain volume estimates. Non-additivity and the costs
of re-estimating models were the main reasons.

 The USA used to continually rewrite economic history by using a single base year for the
full length of the national accounts series (back to the 1920s). The question that should be
asked is “do you want additivity in the constant price series or an accurate measure of
growth”.

e The National Accounts User Group was set up by the ONS as a means of keeping users in
contact with changes in the accounts. ONS provides a secretariat for it but the group sets
the agenda, for example by asking for presentations on particular aspects of the accounts.
The ABS has set up a similar group (the Economic Statistics User Group). Statistics Canada
has a “post-mortem” on the accounts the day after each set of quarterly accounts is released.

e User education is becoming even more important due to a general lack of knowledge about
price index theory and national accounts because so little emphasis is placed on these topics
in universities.

Agendaitem 7: Consumer subsidies

Presentation: Consumption subsidiesin international accounts systems - STD/NA(98)10 (Eur ostat)

102. The SNA93 identifies subsidies largely on the basis of the goods and services produced. Some
subsidies, however, really impact more on households than on producers.

103. Payments by general government to market producers serve several purposes, which can be
allocated into four groups:

e so producers can charge lower prices to particular categories of consumers with special
social needs;

e so producers can charge lower prices to all final consumers;
e to help industries or regions in economic