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AN ARGUMENT FOR A COMMON IMPLEMENTATION OF FISIM

Paper presented by Colin Yeend, Office for National Statistics, United Kingdom

Summary

Financial intermediation services indirectly measured (FISIM) was identified in the System of National
Accounts (SNA) as a major topic which needed further development. Although the SNA set out some of
the characteristics of FISIM and presentation of the figures in the accounts, it did not specify a
methodology for its calculation in any detail. Also the method of implementation was not specified: for
instance, the option of setting out FISIM within satellite accounts was left open. In the past most
international debate has centered on reaching agreement on a common method for calculating FISIM. This
has largely been successful and there now appears to be a broad consensus on the approach to be used. The
Office for National Statistics is concerned that considerations should now be given to how FISIM is
implemented too. A simple form of satellite account is suggested as an initial step until the problems
associated with the new FISIM concept are resolved, after which full incorporation within the national
accounts could take place more easily.

Background

Since last year’s UNECE/OECD/Eurostat conference there has been significant progress made on the
development of a methodology for allocating FISIM. The breakthrough came from the paper by Peter Hill1

which supported the approaches presented previously by the Australian Bureau of Statistics2 and Statistics
Canada3. All of these supported the use of a “bottom-up” method of compilation, where the sectors
consuming the financial services are identified first and FISIM calculated for each in turn using the
reference rate approach: total FISIM is simply the sum of these sectors.

The methodology currently proposed by Eurostat can be used to produce estimates of FISIM in isolation
from the rest of the national accounts. This has been demonstrated by the Office for National Statistics
which during 1996 produced informal quarterly estimates of FISIM from 1987 to 1995. This work in turn
was essentially an update of the seminal work carried out for the Central Statistical Office (as it was then
known) in 1993 by the Department of Applied Economics, University of Cambridge.

One of the original key objectives/motives for developing a methodology for allocating FISIM was to help
improve international comparisons of GDP and GNP. (This is of course especially important in the
European Union where GNP, eventually to be based on the new European System of Accounts (ESA), is
                                                     
1 The Services of Financial Intermediaries or FISIM Revised
2 FISIM: An Elaboration of Earlier Proposals
3 Calculating and Allocating FISIM: Comments on Eurostat Method
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the basis of the majority of EU financing: FISIM would become an extra factor in this.) Even so the
importance of finding a FISIM methodology acceptable to most countries - and not just EU member states
- has always been recognised. Non-EU countries were invited to participate in the EU technical working
groups. Given this and the fact that the SNA does allow for more than one form of implementation, it is
right to ask whether we should attempt to adopt a common approach to the implementation of FISIM.

Why a satellite account

It is worth considering what would be meant by a satellite account in the FISIM context. A satellite could
be a stand-alone (top to bottom) account of the financial sector. In this case it may be necessary  to
consider issues such as whether capital assets of the financial sector would be valued in terms of their
ability to produce FISIM for instance. At its most basic however it would be a “bolt-on” to existing
national accounts, adding on FISIM to give an augmented form of national accounts (to an agreed level of
detail). It is this sort of development which the ONS has been pursuing so far and which is envisaged here.

If satellite accounts were used in this way it would still mean that there exists at least one unaffected (non-
FISIM) measure of GDP/GNP which could be used for the purposes of international comparison. This is
particularly important in an European Union context but increasingly globally as well. There is a risk that
as each country interprets the SNA - especially on FISIM - they will each arrive at a different solution. For
instance Statistics Canada have already been experimenting with FISIM but have still not yet resolved the
treatment of FISIM in the Balance of Payments.

There are some compelling reasons for using a satellite account. For example, it would give an opportunity
to revise estimates in a less significant way if the method or data needed changing during the earlier phase
of implementation. But perhaps one of the strongest arguments is that by using a satellite account a clear
signal will be given (especially to users) that FISIM is still experimental. When a discussion paper from an
influential UK private body was recently published which suggested FISIM would increase GDP by
around 2 per cent, the line taken by the press was that GDP figures were being manipulated. This was
understandable given that no new industry has been identified and no new data used (only put together in a
slightly different way). By presenting FISIM in official satellite accounts this will allow users time to get
used to it as a concept and assess its impact. It may also help avoid some of the more critical press
comments and allow the opportunity for the methodology to be developed further based on  any problems
encountered without unduly disturbing the existing official view of history.

One of the important message from the ONS’ point of view is to encourage other countries to start carrying
out trial calculations now. Let us experiment with the calculations now and we can use our experiences to
help us solve the more detailed problems such as the composition of the reference rate or identification of
loans for house purchase. For example, lack of data on interest flows has often been put forward as an
argument for not being able to progress with the calculations. In the UK there is in fact little data collected
directly on the actual interest amounts but these have been estimated using representative (or published)
interest rates sector by sector. These have been provided by UK banks: it is hard to conceive that banks in
other countries do not have similar information (for instance individual borrowers represent quite different
risks from say a sole trader and so will also have quite different interest charges).
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Conclusion

In conclusion, the UK is committed to the allocation of FISIM in principle and has welcomed the
development of a workable methodology over the last year. This methodology is still experimental
however and there needs to be a wider sharing of experiences for compiling estimates of FISIM and the
problems. Moreover the UK is keen to ensure that international cooperation is maintained and for these
reasons we would support the use of satellite accounts as a precursor to full inclusion in the national
accounts. We would envisage this occurring once enough countries have produced time series of sufficient
length and detail.

Adopting this approach would allow Eurostat to coordinate initial estimates from all Member States,
discuss the data problems and assumptions made and improve the estimates over time. It would also be
possible, for the first time, to assess the impact of FISIM implementation across the EU.

Some suggested points for consideration include:

• How important is it to treat FISIM the same across OECD and EU in terms of both methodology and
presentation

• What happens if FISIM is rejected by the EU Council of Ministers later this year: the ESA would then
be inconsistent with the SNA.

• How will countries present FISIM to users for the first time and what are the anticipated problems.

• What is the state of other countries’ data and where are the major problems in calculating FISIM.
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