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THE NEW ASSESSMENT OF GOODS AND SERVICES
IN FRENCH NATIONAL ACCOUNTS

Jean-Pierre Berthier
Division synthèse des biens et services, INSEE

Like those of the other European Union countries, French national accounts are this year introducing the
new European system for national accounting, ESA 95.  Without revolutionising past results, this new
“base 95” brings some substantial improvements.  Conceptual changes, the use of new or re-exploited
statistical sources, and the incorporation of France’s overseas departments (DOMs) into the economic
territory alter the levels of the main aggregates.  Gross domestic product (GDP) is raised by approximately
2% in relation to the former base 80, and investment by 6%, due mainly to the inclusion of investment in
computer software.

Even so, for the period 1991-96, the new changes that emerge confirm the major trends of the old data.
The new figures do lessen the amplitude of movements, however, for both the 1993 recession and the
recovery of 1994-95.

A great many other changes to the figures, some of which cancel each other out, affect the other variables
of the national accounts: the structure of value added and consumption by households and by government.
This paper will also present the new nomenclature of activities and products, which is better suited to the
importance taken on by services in GDP, the new accounts at constant prices, and the improvements that
have been made to quarterly accounts.

This paper draws on the work of the entire Division Synthèse des Biens et Services and of branch
managers.  It has also benefited from the expertise of many other persons in the National Accounts
Department, and particularly V. Madelin, A. Gouezel Jobert and H. Tyrman.

Names and dates in parentheses refer to the bibliography at the end of the paper.
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1. Whenever national accounts switch their base, there are two types of changes: first, definitions
(“concepts”) are adjusted to reflect changes in the economy; and second, data are thoroughly
reconstructed from scratch for one or more so-called “base” years using sources that offer more and
better information or that can be exploited more effectively.  The conceptual changes involved in the
shift to the European System of Accounts (ESA 95) were presented in detail in an earlier article of
Économie et Statistique (Temam, 1998).  The incorporation of the French overseas departments is
one of the main sources of differences vis-à-vis the previous base.  The most significant other
conceptual changes are a long-awaited extension of gross fixed capital formation (GFCF) to
computer software and a refinement of the concept of consumption.  It is these changes that account
for the bulk of the differences in the levels of the main aggregates as compared to base 80.

2. For 1992, which is the primary “base year” for the new accounts, the differences involving GDP and
final uses generally show an increase between base 80 and base 95: GDP becomes 1.8% greater and
final consumption 1.2% (see Table 1).  These differences are roughly the same for the other years
and therefore have only a secondary effect on trends.  The difference is slightly sharper for gross
fixed capital formation, which is 6% higher.  In contrast, foreign trade figures are significantly
lower, with the balance of trade decreasing from FF 94 billion to FF 41 billion.

Table 1.  GDP and final uses in base 95 and in base 80
(data for 1992)

FF billion

Base 80 Base 95 Difference % Difference

GDP 6 999 7 126 + 127 + 1.8
Final consumption 5 529 5 598 + 69 + 1.2
Gross capital formation 1 376 1 487 + 111 + 8.1
Of which: Change in
inventories

- 29 - 11 + 18 ///

Of which: total GFCF (1) 1 405 1 492 + 87 + 6.2
GFCF of NFCIEs (2) 782 838 + 56 + 7.2
GG GFCF (3) 242 262 + 20 + 8.3
Household GFCF 356 347 - 9 - 2.5

Exports 1 588 1 534 - 54 - 3.4
Imports 1 494 1 493 - 1 - 0.1
Foreign trade balance 94 41 - 53 ///
1.  GFCF: gross fixed capital formation (gross investment); total GFCF also includes that of agents other
than those shown on the table (financial companies, private non-profit institutions).
2.  NFCIEs: non-financial corporations and individual enterprises.
3.  GG: general government.

 Source: National accounts.

3. The effects of incorporating the overseas departments (DOMs) into the economic territory of the
new base predominate over the other differences.  They explain the general rise in the aggregates as
well as the decline in foreign trade.  For their part, conceptual changes have negligible repercussions
on GDP but a major impact on GFCF, owing to the extension of its scope to include computer
software and some other new products (see Figure I).
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Figure I.  Breakdown of differences* for the main aggregates between base 95 and
base 80, by origin (data for 1992)
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GDP: gross domestic product
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Source: National accounts

Little effect on macroeconomic trends

4. Over the period 1991-96, the growth rate of the economy has generally been revised by a few tenths
of a percentage point, either upward or downward, from one base to another (see Figure II).  At the
highest level of aggregation, it turns out that the 1993 recession and 1994 recovery are somewhat
cushioned, with GDP dropping in 1993 by 0.9% rather than by 1.3%.  However, the difference
involves a lot more than the base change, since in base 80 there was no revision of the accounts for
1993 and 1994 in the light of exhaustive business statistics, as was done for the new base.
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Figure II.  GDP volume growth from 1991 to 1996
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Source: National accounts.

5. The breakdown of growth between domestic demand and foreign trade remains approximately the
same as in the old base (see Figure III).  Moreover, the trend in the balance of foreign trade in goods
and services is the same in both bases (see Figure IV), although the entire curve is pulled down by
the incorporation of the overseas departments.
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Figure III.  Contribution to growth of domestic demand and foreign trade*

(at previous year’s prices)
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* In 1993, GDP “growth” was negative, since the negative contribution of domestic demand was greater than the
positive contribution of foreign trade.
Source: National Accounts

Contributions of domestic demand and foreign trade

Contributions at previous year’s prices

1991 1992 1993 1994 1995 1996
Foreign trade base 95 0.58 0.77 0.77 0.01 0.04 0.44
Foreign trade base 80 0.31 0.84 0.44 0.06 0.27 0.55
Domestic demand base 95 0.5 0.63 -1.66 2.06 1.63 0.66
Domestic demand base 80 0.47 0.19 -1.73 2.56 1.76 0.77

Transposition

FT FT + DD comments
1991 base 95 0.58 1.08

base 80 0.31 0.78
1992 base 95 0.77 1.40

base 80 0.84 1.03
1993 base 95 0.77 - 1.06 FT alone above; DD alone below

base 80 0.44 - 1.73 FT alone above; DD alone below
1994 base 95 0.01 2.07

base 80 0.06 2.62
1995 base 95 0.04 1.67

base 80 0.27 2.03
1996 base 95 0.44 1.10

base 80 0.55 1.32
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Figure IV.  Trend in foreign trade balance for goods and services
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6. The structure of value added by activity has undergone a number of changes (energy, trade, real
estate rents), due to both conceptual reasons and statistical valuations, as we shall see later (see
Table 5).

The introduction of the overseas departments is responsible for most of the differences.

7. The DOM effect and conceptual changes account for a far greater share of the differences in levels
between the two bases than the impact of new valuations (see Table 2).
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Table 2.  GDP statement (data for 1992, in value)

Breakdown of the difference between bases 95 and 80 by type of change

FF billion
Difference
Base 95 /
Base 80

DOM effect
(former

concepts)

Concept
effects

Valuation
effects

Total final consumption + 69 + 88 - 44 + 25
Household consumption expenditure

(versus consumption)
- 272 + 64 - 339 + 3

Government consumption expenditure
(versus consumption)

+ 341 + 24 + 295 + 22

Total GFCF (1) + 87 + 22 + 55 + 10
GFCF of NFCIE (2) vs. CQCIE (3) + 56 + 11 + 41 + 4
General government GFCF + 20 + 7 + 13 0
Household GFCF (excl. IE) - 9 + 4 0 - 13

Changes in inventories + 18 + 1 0 + 17
Valuables + 6 0 + 6 0
Foreign trade balance - 53 - 29 - 4 - 20

Exports - 54 - 29 - 5 - 20
Imports - 1 0 - 1 0

GDP + 127 + 82 + 13 + 32
1.  Total GFCF also includes that of agents not appearing in the table.
2.  Non-financial corporations and individual enterprises.
3.  Corporations, quasi-corporations and individual enterprises.

Source: National accounts.

8. In the 1992 account, the DOM effect is the main source of the increase in final consumption: it
accounts for 1.5% of household consumption (up FF 64 billion) and total final consumption (up
FF 88 billion).  But the effect of conceptual changes limits that increase.  Above all, the new concept
of “expenditure” brings about a significant shift in the dividing line between household and
government consumption.

9. Household consumption expenditure decreased by FF 339 billion as compared to the base 80
concept of consumption.  The shift from one concept to the other is complex.  The most substantial
difference stems from the exclusion of FF 359 billion corresponding to benefits in kind (e.g.,
reimbursements of drugs, housing allowances, etc.) that had been counted as household consumption
in base 80 (see Table 3).  In base 95, this amount corresponds to individually attributable general
government expenditure on market goods and services, which is included in general government
expenditure.  This makes it possible to isolate a “purer” concept of household expenditure.  On the
other hand, the concept of effective household expenditure — another creation of ESA 95 — does
incorporate these benefits, but it is far broader than the notion of household consumption under
base 80.  Because it is independent of the extent to which the economy is socialised, its main use
will be for international comparisons.
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Table 3.  Conceptual changes affecting final consumption

Conceptual changes House-
holds

Govern-
ment

Exclusion of benefits in kind now corresponding to the amount of
individually attributable general government expenditure on market goods
and services.

-359 + 359

Redefinition of the dividing line between taxes/transfers and purchases of
services by households (garbage taxes and fees for passports, driving
licences and identity cards switch from current taxes and transfers to
purchases of services).

+15 - 15

Redefinition of the dividing line between taxes/transfers and purchases of
services by business enterprises (intermediate consumption).

- 2

Social insurance agencies shifted to insurance companies (Provident
Institutions, Supplemental Pension Institutions and Independent Mutual
Insurance Funds), with general government final consumption shifting to
household consumption.

+7 - 7

Rental values attributed to owner-occupants of garages separable from their
homes.

+5

Valuation of employer-provided free rent at basic prices instead of
production cost.

+6

State payments of civilian and military transport benefits considered as
subsidies.

-8

Deduction to provide for the “valuables” item created by ESA 95.  (Owing
to a lack of statistical sources, a portion of this amount is estimated.)

-6

Reclassification of certain activities from non-market to market. - 40
TOTAL -340 + 295

10. Once the impact of the DOMs and of conceptual changes regarding the overall difference on
household consumption is taken away, there remains an increase of only FF 3 billion, which is due
to changes in valuations that are attributable to either new sources or sources not available when the
account for 1992 was prepared in base 80, to changes in the methodology adopted, or to corrections
of errors in base 80.  The fact that this amount is virtually nil must not give the impression, however,
that estimations from the old base were merely carried over.  Each item did in fact give rise to new
estimations and new trade-offs.  When products are broken down, the changes made are significant
in many cases, as will be seen later on.

11. General government consumption expenditure reflects the FF 359 billion in benefits, which now
swells general government consumption.  But other conceptual changes also affect this aggregate,
narrowing the difference between the two bases to FF 295 billion.  The largest (about FF 40 billion)
corresponds to the fact that some expenditure by general government (e.g., on child care centres and
facilities for the handicapped) and private non-profit institutions (e.g., works committees, which are
classified as non-financial companies) was shifted from non-market to market activity.  In base 80,
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the output of child care centres, for example, was calculated from costs because it was considered
non-market.  It is consumed by households, with consumption equal to the amount they pay, but also
by general government, which itself is deemed to represent the public.  In base 95, this output —
now deemed market — is valued on the basis of sales, which correspond to payments by households,
and general government consumption is eliminated, without in any way increasing consumption by
households.  The fact that the status of some bodies was shifted from non-market producer to market
producer therefore reduced final uses and hence GDP.

12. In comparison, changes to the valuation of government consumption are very slight (about
FF 22 billion).  Primarily, they involve non-profit institutions serving households (NPISHs),
previously known as private non-profit institutions, which base 80 under valued.  The sole cause of
discrepancy due to general government-related revaluation stemmed from the revision of the method
for calculating consumption of fixed capital (economic depreciation periods were updated for the
various types of capital investment).

Upward revision of investment

13. The upward revision of GFCF is substantial (up FF 87 billion), since the DOM effect is exceeded by
the impact of extending the conceptual scope of GFCF to new products.  Base 95 incorporates
FF 32 billion worth of investment in computer software (see Box 1), FF 5 billion in audio-visual
assets, FF 2 billion in literary or artistic works and FF 1 billion in geological prospecting.  Adding to
this list of new products is FF 15 billion worth of material that could be used for civilian purposes
but was purchased for military activities (buildings, troop transports).  In base 80, such purchases
constituted intermediate consumption of defence activity (non-market branch).  Moreover, the
extension of the scope of corporations, to the detriment of government, results in a shift of some
FF 15 billion in GFCF between the two sectors.

14. Conceptual issues and the DOMs account for the bulk of the FF 87 billion difference regarding total
GFCF.  The FF 10 billion change in statistical valuations stems from a lower assessment of
household GFCF and a higher valuation of the GFCF of financial companies (former credit
institutions and insurance undertakings, plus financial auxiliaries).  The FF 13 billion decrease with
regard to households results from an improved estimate due to research carried out in connection
with the satellite account for housing.  This made it possible, inter alia, to correct how GFCF for
housing is apportioned between households and subsidised public housing, classified among non-
financial companies, since the households’ share proved excessive in base 80.  The base change also
made it possible to correct a substantial under-valuation of the GFCF of credit institutions, causing
the GFCF of financial companies to increase by some FF 20 billion.

15. In contrast, the valuation changes were nil for general government and negligible for non-financial
companies (up by FF 4 billion, or 0.5%).  For the latter, however, as in the case of household
consumption, the overall stability masks changes, some of which were substantial, at lower levels of
aggregation (see below).
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Box 1

VALUATION OF GFCF IN COMPUTER SOFTWARE

This box on computer software was written by A. Greliche and G. Brillault.

GFCF in computer software comprises acquisitions of dedicated or standard software and software developed in-
house.  It also includes expenditure on improvements or extensions to existing software.  Not all such purchases or
outlays constitute GFCF, however, and they are sometimes considered intermediate consumption:

- Computer software may constitute GFCF only if it is intended to be used in production for longer than
one year and is of substantial value.

- System software already integrated into computer hardware before the hardware is purchased must not
be booked as software GFCF because it is already counted as computer hardware GFCF.

Moreover, a portion of the computer software sales reported by businesses represents subcontracting or purchases for
resale.  Household consumption is still slight in comparison with purchases by businesses and government.

For all of these reasons, GFCF is valued independently, despite the relative scarcity of statistical sources, rather than
from the sales of computer software manufacturers and foreign trade figures.

To establish the base 95 series (see table below), essentially two sources were available:

- Data on (capitalised) acquisitions of computer software in the Annual Business Survey (EAE) for
industry.  The annual business surveys for other sectors of activity do not, however, provide any
information relating specifically to computer software.  From 1996, the new (“fourth generation”) EAE
ought to enable us to extend our statistical knowledge to other activities.  But here the 1996 EAE has
unfortunately not been reliable enough to be used.  It is probably necessary for the questionnaire (and
businesses) to adjust and come up to speed.

- The estimates of a private firm — also covering industry, but including both acquisitions and
expenditure on in-house development.

With regard to acquisitions by non-financial enterprises, these two sources indicate (for industry) roughly equivalent
amounts, and the figure taken is that of the EAE, which is available every year.  Estimations of the GFCF of non-
financial companies outside the industrial sector are based on the ratio obtained for industry between the selected
GFCF and “acquisitions of intangible capital assets” of the SIE (Système intermédiaire d’entreprises) business
reporting system.

For the other institutional sectors, a survey devised by the Electronic and Computer Industries directorate is used,
providing a breakdown of turnover for computer businesses by customer sector.

Production on own account is assessed using the ratio of such output to acquisitions, which is calculated for the
industry on the basis of the private firm’s study.  For IT enterprises, however, the totality of capitalised production for
own account calculated in the SIE is taken.

Table e1.  Computer software GFCF from 1992 to 1996

1992 1993 1994 1995 1996

         TOTAL 32 226 30 082 31 318 36 092 43 241

Source: National accounts   
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A downward revision for foreign trade

16. Foreign trade figures are very much affected by the DOM effect.  With the overseas departments
showing a structural trade deficit of FF 29 billion in 1992, their incorporation into the economic
territory caused the trade balance to decline by the same amount.  Import and export flows can be
described as follows: in base 95, exports to the rest of the world from the entity consisting of France
proper and the DOMs are equal to total exports from France proper, including those to DOMs (i.e.,
exports as in base 80), plus total DOM exports (including those to France proper), less the net result
of reciprocal flows between France proper and the DOMs (i.e., exports from France proper to DOMs
+ exports from DOMs to France proper).  The same equation applies to imports, the final term being
the same inasmuch as reciprocal imports are identical to reciprocal exports.  This final term
(estimated at FF 38 billion) almost exactly offsets the DOMs’ total imports, which explains why, for
1992, the DOM effect on imports is nil.  In contrast, since the DOMs’ total exports account for only
FF 9 billion, the aforementioned FF 29 billion decrease in the balance also appears for total exports.

17. In addition, a conceptual difference of FF 16 billion on each of the two flows, but which by
construction has no effect on the balance, stems from whether they are valued in CIF (cost,
insurance and freight) terms or FOB (free on board).  To achieve greater similarity with the balance
of payments presentation, and in accordance with ESA 95, goods are now valued comprehensively
on a FOB rather than a CIF basis.  The impact of this change may be summarised as follows:

a) On the various detailed goods balances, there is no change: imported goods are valued CIF and
exported goods FOB.  But a CIF-FOB correction is introduced in the aggregate, in respect of
total goods, which are therefore presented FOB-FOB, in contrast to their base 80 presentation
of CAF-FOB (see Table 4).

b) Services are valued so as to be compatible with the FOB treatment of goods.  The shift from a
CIF-FOB to a FOB-FOB assessment causes an overall decrease in the valuation of imports and
exports corresponding to the cross-border transport of imports, when carried out by businesses
residing in France.  In contrast, the balance of trade is not affected.

Table 4.  Treatment of cross-border transport of imported goods

Transport carried out by...

a resident a non-resident

Base 80
• to import goods

• to export services, in addition to the
production of transport services

• to import goods

Base 95 • only in the production of transport
services

• to import services

18. Because of the CIF-FOB correction, base 95 gives a more satisfactory description of foreign trade
than base 80: no longer is it necessary to add transport by residents to imports of goods and exports
of services.  In base 80, CIF imported goods incorporated this transport, which then had to be added
to exports of services so that accounts would balance — artificially inflating foreign trade flows in
the national accounts.
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19. The rest of the concept-related differences stem from royalties on patents and literary, artistic or
audio-visual works.  Whereas base 80 (and ESA 79) treated them as property income, they are now
considered services, in line with ESA 95, and they account for the negative FF 4 billion trade
balance difference.  The effect on GDP is the same, the impact on other final uses being negligible.

20. The remaining factors contributing to the overall foreign trade difference are a number of valuation
changes primarily affecting services.  These changes have a limited impact on flows, but they cause
the trade balance to decline by a further FF 20 billion.  The main change is that the nation’s net
lending is no longer derived from the balance of payments, and there has been an item by item
harmonisation.  In particular, “other goods and services” in the balance of payments are no longer
incorporated into foreign trade in services as financing expenses, but as financial transactions, in
view of the convergence between customs statistics and goods settlements as monitored by the
balance of payments.  Moreover, the “other goods and services” line was deleted from the balance of
payments in 1997.  Conversely, “commissions” and “ancillary expenses”, which were neglected in
base 80, are incorporated into imports and exports in third-party international trade, which explains
the appearance of external flows in base 95 trade figures.  In addition, improvements were made to
the statistical treatment of transport and insurance.

21. The revision of changes in inventories (up FF 18 billion), to reflect a lesser drawing down of
stocks, is attributable almost entirely to the fact that their value had been revised upward by users
(materials inventories) and in trade.  ESA 95 introduced the option of changes in inventories for
services.  As a result, base 95 shows such changes in respect of real estate development, engineering
and technical studies, computer activities, research and audio-visual activities.  Even so, the overall
impact of this conceptual shift is practically nil for two reasons.  First, base 80 already booked
changes in inventories for real estate development and for engineering and studies, albeit to
construction and industrial products respectively.  Next, amounts relative to other products offset
each other in 1992.

A change to how value added is split

22. The major conceptual change concerning value added by industry involves a shift to measuring
value added at “basic prices” (see Table 5).  Starting with value added at market prices (as in base
80), taxes on products are deducted, while the amounts of product subsidies are added
symmetrically.  This new estimation brings the production prices used in the accounts, and thus
value added, closer in line with the amount of income effectively received by producers.  The old
system added a number of taxes collected by producers but not accruing thereto (e.g., the domestic
tax on petroleum products) and did not incorporate subsidies received.  The new system therefore
allows a better comparative analysis of the production process.  As a result, aggregate value added
was reduced by FF 183 billion in 1992.  In contrast, the shift to basic prices makes no impact on the
amount of GDP because the transition from value added to GDP has been adjusted accordingly.
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Table 5.  Comparison of value added between bases 95 and 80 (data for 1992)

FF billion

Branch of activity (1)

Base 95 Difference
with respect
to base 80

Tax-subsidy
effect on base

95 income

Treatment of
research

effect

Residual
difference

(valuations,
DOM, etc.)

Agriculture 216 + 18 + 27 0 - 9
Agri-food 185 - 6 - 11 - 1 + 6
Manufacturing 1078 - 59 - 5 - 49 - 5
Energy 197 - 76 - 82 - 1 + 7
Construction 408 + 45 - 6 - 1 + 52
Trade 691 - 176 - 76 - 1 - 99
Non-financial market services 2435 + 171 - 16 +53 + 134

Of which real estate rents 688 + 83 + 4 0 + 79
Excluding real estate rents 1747 + 88 - 20 + 53 + 55

Financial services 332 + 28 - 15 0 + 43
Non-market services 1136 - 10 0 0 - 10
FISIM - 269 + 6 0 0 + 6
Total 6409 - 59 - 183 0 + 124 (2)
1.  The major industries considered correspond to the following items:

Base 80 Base 95
Agriculture U01 EA
Agri-food U02 EB
Manufacturing U04 to U06 EC to EF
Energy U03 EG
Construction U07 EH
Trade U08+T29+S66 EJ
Non-financial market services U09 to U11 -T29 - S66 EK+EM to EQ-GN4b-GP2b-GP32-GQ1b-GQ2b-

GQ2e
Of which real estate rents U11 FM2

Financial services U12+U13 EL
Non-market services U14 ER+GN4b+GP2b+GP32+GQ1b+GQ2b+GQ2e

2.  The FF 124 billion total difference excluding VAT and product subsidies can be reconciled with the FF 127 billion in total
GDP by the FF 3 billion difference stemming from VAT on products and customs duty (see Table 2).
Source: National accounts.

23. Independently of the shift to basic prices, the new treatment of research activity changes the way
value added is split, without, in this case, altering the overall estimate thereof.  By using data from
the satellite account for research, two improvements were made to provide a better reflection of this
activity as a whole.  First, research services sold by businesses not belonging to the research sector
were incorporated into the market research industry.  In base 80, this activity was not set apart at
industry level, the breakdown coming only at product level, via research transfers.  Second, the new
base introduces research output for own account, which had been ignored in base 80, and posts it to
the market research branch.

24. The greatest difference stems from value added in trade, which was revised downwards by
FF 176 billion.  While the shift to basic prices provides a partial explanation (the trade branch
accounts for a substantial share of the taxes on tobacco and the domestic tax on petroleum products),
the residual difference is roughly FF 100 billion.  Part of this revision corresponds to the correction
of a deficiency of base 80, which failed to fully reflect the erosion of sales margins in connection
with the development of large chain stores and heightened competition, in a context of price
liberalisation.  A further improvement of base 95, the annual exploitation of the accounts of
businesses in the trade sector, ought to head off any such distortion.  A change in the breakdown of
the difference between theoretical VAT and actual VAT receipts, which is analysed as VAT fraud
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and re-incorporated into the accounts, is another factor that reduces the value added in trade, because
less of it is attributed to the industry’s output.

25. The value of non-financial market services was also raised by a similar amount (FF 171 billion).
Here, taxes and product subsidies are not the reason (they in fact exert a slightly opposite effect).
Part of this substantial increase stems from the impact of the new treatment of research.  Much of the
remaining FF 134 billion comes from the FF 79 billion revision of the value added of real estate
rents.  This is directly tied in with the improved estimations of actual and “imputed” (formerly
“notional”) rents which, under national accounting, owner-occupiers pay notionally to themselves.
This major revision is due to the fact that the 1988 and 1992 housing surveys could not be
incorporated into base 80 accounts.  To do so would have caused major breaks in the series, not only
because of the amount of time needed for survey results to become available, but also because the
survey is used to interpolate rental values for a number of previous years.  Quite naturally, then, the
base change afforded an opportunity for alignment with the 1992 survey which had shown the
previous valuations to be underestimated.

26. Apart from real estate rents, the slight rise in valuations of non-financial market services does not
preclude decreases, such as in the value added of the hotel-café-restaurant sector.  But problems in
changing nomenclature make it especially difficult to explore the differences within a given service,
since the former nomenclature of activities and products (NAP) makes only very poor distinctions
between services at a detailed level.  From this standpoint, the new nomenclature is a good deal
better (see Box 2).

27. Financial services, including insurance, also saw an increase in value added (of FF 28 billion) — an
increase that is even sharper when the effect of the shift to basic prices is cancelled out (up
FF 43 billion).  The new treatment of UCITS (SICAVs and FCPs) accounts for FF 15 billion of this:
whereas, in base 80, national accountants had attributed no output (and thus negative value added) to
UCITS, in base 95 they imputed output equal to their intermediate consumption.  The correction of
an error in base 80 also raised the value added of financial services by some FF 15 billion.  The
residual difference is due primarily to the extension of this institutional sector, to include financial
and insurance auxiliaries, social insurance bodies (which were shifted from general government to
insurance companies) and corporations or quasi-corporations, such as COFACE, henceforth
classified as financial institutions.

28. The sharp drop in the value added of energy and the lesser decrease in that of agri-food are due to
taxes on products (TIPP and taxes on tobacco and liquor).  Symmetrically, the higher value added of
agriculture stems from the inclusion of subsidies for agricultural products.  The slight drop in the
value added of non-market services is due to the reclassification of some of those services as market
activities.  With regard to manufacturing, the decrease stems above all from the new treatment of
research.

29. Lastly, apart from real estate rents and trade, the only major change in the valuation of value added
involves construction (approximately FF 50 billion).  The decision to increase the base 80
estimations was prompted by a review of statistics from business accounts, after aggregation at
industry level.

By product, many of the changes in consumption are substantial.

30. While the aggregate household consumption difference between the two bases can be explained in
great part by the incorporation of the DOMs and the main conceptual changes, the same does not
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hold true when consumption is broken down by products: the DOM effect (which averages 1.5%),
for example, is insignificant in comparison to the main differences by product group.

Box 2  A BRIEF GUIDE TO NOMENCLATURES OF ACTIVITIES AND PRODUCTS

Base 80 used the Nomenclature d’Activités et de Produits (NAP).  Dating back to 1973, the NAP warranted revision
in order to be a better reflection of changes in the economy (such as the development of services) and was not
compatible with the Nomenclature of Economic Activities of the European Communities (NACE Rev. 1) used under
ESA 95.  Initially, the European NACE was tailored to the case of France, splitting a number of items apart (e.g., a
distinction being made within “construction” between building and public works).  The result was NAF
(Nomenclature d’Activités Française).  NAF is fully compatible with NACE, and thus with the United Nations’ ISIC
Rev. 3.  Similarly, for products, the French CPF, which uses NAF but adds greater detail, is tied in with the European
Union’s Classification of Products by Activity (CPA) and the United Nations’ Central Product Classification (CPC).

Using NAF as a base, INSEE wanted to have a nomenclature of activities that was tied in with NACE, but one that
could yield better economic analysis, of business cycles in particular, by grouping together, for example,
manufactured goods on the basis of their destination (the classic distinction for French economists between
intermediate, capital and consumer goods).  This led to the Nomenclature Économique de Synthèse (NES).  Finally,
using NES as a base, their own needs prompted national accountants to split up a number of items (and in particular
to separate the market and non-market components of certain activities).  Ultimately, the nomenclature used in base
95 is that of the IOT (Input-Output Table, which gives a breakdown similar to the NES).  It is a nomenclature of both
products and activities (with trade not broken down with regard to products into trade, maintenance and repair
services of motor vehicles and motorcycles, wholesaling, and retailing, as it is for activities).

The IOT allows a far better analysis of the major economic sectors than the base 80 nomenclature.  For example, the
automotive sector is much purer in the IOT (now that it has been rid of railway material and electrical vehicle
equipment, which is a typical intermediate good), and intermediate goods no longer include nuclear materials (now
classified under “energy”) but do include electronic components, which had previously been misplaced under capital
goods.  With regard to services, which have become far more important since the old NAP was devised, the main
difference is that descriptions can be far more detailed in the IOT.  For instance, “services rendered primarily to
businesses”, which with nearly 10% of total value added accounted for only one of the NAP’s 90 branches, has nine
branches in the new IOT.

The distinction between services is no longer made primarily according to production method (“market/non-market”),
but by nature of service (such as education, research, etc.).  The notion of market GDP is gone, but inasmuch as the
“administrated services” aggregate made up of education, health care, social welfare and government is grouped
together in the same item of the nomenclature at the highest level of aggregation, the economic analysis of the non-
market sector will be preserved if not enhanced.  Whereas the portion of these activities considered “market” in
national accounting (e.g., general medical practice) formed part of market GDP, its economic determinants are in fact
nearer to the non-market portion of those same activities than those of industry or primarily market services.

Whereas base 80 had four levels — R (or 600), S (or 90), T (or 40) and U (or 16) — base 95 distinguishes between
five levels — H (or 472), G (or 118), F (or 41), E (or 16) and D (or 5).  Level H is the one at which certain items are
introduced to balance sources and uses by branches and by products.  This is essentially a working level, while the
Input-Output Table is formulated from level G.  For reasons of statistical confidentiality, some activities are combined
for release in tables comprising 116 activities rather than 118.  The IOT is fully compatible with NACE, but in order
to preserve certain French particularities, the conversion table goes through level G, even at NACE level 16.

The following tables describe the correspondence between the level-16 nomenclatures of the two bases.  More
specifically, for each of the 16 items at level E in base 95, they show the origin from among the 16 items at level U of
base 80.  These tables specify only sufficiently important differences between the two nomenclatures.  They show
that the correspondence is far from diagonal, even at a highly aggregated level.  This is especially true in
manufacturing, and even more so in services.  Branch U10 is broken down into many E-level branches, whereas in
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addition, the distinction between market and non-market activities being made at level 118, branch U14 is also broken
down into a number of E levels.

…/…

Even so, the almost diagonal split between goods and services facilitates the presentation by making it possible to
have two separate tables.

Table e2A.  Correspondence at level 16 between the IOT (base 95) and NAP (base 80) nomenclatures

(Goods*)
U01 U02 U03 U04 U05A U05B U05C U06

Agricul.,
forestry,
fisheries

Agri-
food

Energy Inter-
mediate
goods

Business
capital
goods

House-
hold

capital
goods

Land
transport
equip’nt

Consumer
goods

Other

EA U01
EB U02
EC  p.s34 U05B U06

- s441 to 3
- s48

- p. s18
ED U05C

- s312
- p.s311

EE p.s21 U05A
- p.s28
- p.s291
- p.s34

s312
+ p.s311

EF U04
- p.s13
- p.s21

+p.s28
+p.s291

p.s311 s441 to 3
+ s48
+p.s18

s56 (U10)

EG U03
-p.s08

p.s13

Other +p.s08
(EN)

see Table B

Note: p. = part of
* Excluding construction

Comments
- EA (agriculture) and EB (agri-food): The table does not show that the “production and upkeep of ornamental
plants” was switched from U07 to EA.  Also, in products, wine was moved from agriculture to agri-food.
- EC (consumer goods): s441 to s443 = textiles; s48 = wood; p.s18 = parachemicals (GF43);
p.s34 = optical equipment, photography and clocks (GC46)
- ED (automobile): s312 = railway equipment; p.s311 = electrical equipment for automobiles and cycles
- EE (capital goods): s28 = electrical equipment (p.s28 = GF61); p.s291 = electronic components
s312 = railway equipment; p.s311 = cycles
p.s21 = GE21+GE22 (boilerwork, metal items for construction, etc.)
p.s34 = optical equipment, photography and clocks (GC46)
- EF (intermediate goods): p.s13 = GG13 (aluminium ore) + GG14 (coking, nuclear)
s441 to s443 = textiles; s48 = wood; p.s18 = GF43 (parachemicals);
s28 = electric equipment; p.s291 = electronic components
p.s311 = automotive electric equipment (HF61G)
p.s21 = GE21+GE22 (boilerwork, metal items for construction, etc.)
s56 = salvage
- EG (energy): p.s13 = GG13 (aluminium ore) + GG14 (coking, nuclear)
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p.s08 = wastewater purification (HN34A)

Source: National accounts
…/…

Table e2B.  Correspondence between the IOT (base 95) and NAP (base 80) nomenclatures at level 16
(Services*)

U07 U08 U09 U10 U11 U12 U13 U14
Building,
civil/agri.

Engin.

Trade Transport
Telecom

Other
market
services

Real
estate
rents

Insurance
services

Financial
services

Non-
market
services

Other

EH U07
EJ U08 T29

+ s66
EK T31
EL p.s75 p.s76-9 U12 U13
EM p.s76-9 U11
EN T32

- p.s75
p.s76-9
+ s80

+ p.s85-7
+ p.s82-3

s93 p.s08 (U03)

EP T30
+ p.s85-7

 s98
+ s96

EQ p.s82-3
+ s84

+ p.s85-7

 s92
+ s94
+ s95

ER  s90
+ s91
+ s97

Others s56
(EF)

See Table A

Note: p. = part of
* and construction
Comments
- EH (construction): The table does not show that the “production and upkeep of ornamental plants” was switched
from U07 to EA.
- EJ (trade): T29 = Trade, maintenance and repair services of motor vehicles and motorcycles (GJ10); s66 =
miscellaneous repairs.
- EK (transport) = T31 (transport).
- EL (financial services): p.s76-9 = auxiliary financial and insurance services (GL03, which also includes post office
financial services previously classified in item s75).
- EM (real estate): p.s76-9 = real estate development (GM01).
- EN (business services): T32 = postal; p.s75 = post office financial services.
p.s76-9 = s76-9 excluding real estate development and auxiliary financial and insurance services;
s80 = real estate rents; p.s85-7 = waste management;
p.s82-3 = market research (the new treatment of market research also means that the market research activity of each
industry is transferred to GN4A);
p.s93 = non-market research; p.s08 = wastewater purification.
- EP (individual services): T30 = hotels-cafés-restaurants; p.s85-7 = audio-visual, recreational, cultural and sporting
activities (market), personal services; s98 = domestic services;
s96 = non-market recreational, cultural and sporting activities.
- EQ (education, health care, social welfare): p.s82-3 = market education; s84 = market health care; p.s85-7 =
market social welfare;
 s92 = non-market education; s94 = non-market health care; s95 = non-market social welfare
- ER (government): s90 = general government; s91 = social security;
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s97 = non-market volunteer activities.  ER in fact comprises market volunteer activities as well (HR20A).

Source: National accounts.

31. The main conclusion to emerge from a detailed examination of the differences by product group
stems from the distinction between goods and services (see Table 6).  The base change means that
national accounts show households as consuming more services (up by FF 140 billion) but fewer
goods, whether in agri-food (down FF 34 billion), energy (down FF 12 billion) or non-agri-food
manufactured goods (down FF 23 billion).  At the level of total consumption, these variations
largely offset each other.

Table 6.  Household consumption from base 95 to base 80 (data for 1992)

FF billion

Base 95
Base 95

retro-corrections
Base 95

with Base 80 Diff-
erence

%
Diff-

erence
Household

FCE (1)
GG exp.

(2)
Other

concepts
Base 80
concepts

(inc.
DOM)

(inc.
DOM)

Agricultural and agri-food products 780.2 0.0 0 780.2 814.5 -34 -4.2
FA0 Agriculture, forestry, fisheries 136.4 0.0 136.4 134.6 2 1.3

FB1 Meat and dairy industries 286.2 0.0 286.2 328.6 -42 - 12.9

FB2 Other agri-food 357.6 0.0 357.7 351.3 6 1.8

Manufactured products excl. agri-food 1 068.2 76.9 6.0 1 151.1 1 173.9 - 23 - 1.9
FC1 Wearing apparel, leather 202.7 0.2 202.9 227.5 - 25 - 10.8

FC2 Publishing, printing, reproduction 68.7 0.1 68.7 78.6 - 10 - 12.6

FC3 Pharmaceuticals, fragrances and
maintenance

111.0 69.7 180.7 178.2 3 1.4

FC4 Household equipment industries 233.5 3.8 4.8 242.2 249.2 - 7 - 2.8

FD0 Automotive industries 241.0 0.0 241.0 226.2 15 6.5

Other manufactured products 211.3 3.1 1.2 215.6 214.2 1 0.6

Energy 310.6 0.1 0 310.7 322.5 - 12 - 3.7
FG1 Fuels 163.5 0.0 163.5 179.0 - 15 - 8.6

FG2 Water, gas, electricity 147.0 0.1 147.1 143.6 4 2.5

FH1 Construction 42.4 0.1 0 42.5 45.6 - 3 - 6.9

Services 1 775.8 282.2 - 26.4 2 031.6 1 891.4 140 7.4
FJ1 Trade, maintenance and repair services of

motor vehicles and motorcycles
91.9 0.0 91.9 91.8 0 0.2

FK0 Transport 110.4 2.4 7.6 120.4 117.0 3 2.9

EL Financial activities 116.9 0.0 - 7.4 109.5 85.3 24 28.3

FM2 Real estate rents 636.3 47.0 - 11.2 672.2 594.6 78 13.0

FN1 Post and telecommunications 69.6 0.0 69.6 68.4 1 1.8

FP1 Hotels and restaurants 299.3 0.1 299.4 302.3 - 3 - 1.0

FP2 Recreational, cultural and sporting activities 101.1 0.0 101.1 84.4 17 19.8

FP3 Personal and domestic services 94.0 1.5 95.4 105.7 - 10 -9.7

FQA Health care 91.0 184.7 275.6 267.5 8 3.1

FQB Social welfare 42.5 45.8 88.3 81.9 6 7.8

Other services 122.8 0.7 - 15.3 108.2 92.5 16 17.0

PCHT Territorial correction - 59.7 - 59.7 -58.5 - 1 2.1
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R

National consumption 3 917.5 359.3 - 20.4 4256.4 4 189.5 67 1.6

1.  Household final consumption expenditure.
2.  Individually attributable general government expenditure.
Source: National accounts

32. The upward revision of services (by FF 140 billion, or 7.4%) stems in part from that of rents (real
and imputed), based on information from the 1992 housing survey (see above).  As a result, the
consumption of real estate rents rose by FF 78 billion (13.0%).  But the rest of services increased as
well (up 4.8% excluding real estate rents).

33. Consumption of the services of financial activities (which combine financial intermediation and
insurance) was revalued by FF 24 billion (or by 28.3%).  First, the FF 11 billion difference on
financial intermediation stems from the recognition of a service output by UCITS, as mentioned
above (this difference is counted as a valuation variance, but it could just as well have been
considered a conceptual variance).  Second, re-exploitation of more exhaustive statistics showed that
base 80 had underestimated the FF 13 billion consumption of life insurance and capitalisation.

34. For aggregate services other than real estate rents and financial activities, the overall increase was
FF 38 billion.  In particular, consumption of recreational, cultural and sporting activities rose
sharply.  In contrast, personal services were revised downward.

35. Regarding goods, base 95 involved a fairly widespread downward revision from base 80 (keeping
concepts and scope constant).  The decrease can be seen in respect of some of the most traditional
items of household consumption: food (actually meat and dairy products) and wearing apparel
exhibit the greatest revisions with a total decrease of FF 59 billion.

36. These revisions stem from a comparison, over an extended period, between base 80 accounts and a
variety of multi-year surveys: food surveys in 1982 and 1989 and family budget surveys in 1984-85,
1989 and 1994-95.  These surveys could not be used for base 80, for the same reasons as the housing
surveys (late availability and series continuity).  Moreover, the development indicated between two
successive family budget surveys is subject to caution: because the survey leads to structurally
underestimated levels (with households under-declaring), one consequence is that improvement in
the coverage ratio from one survey to the next causes any trends to be overvalued.  As a result, it is
only over a long period, and by criss-crossing a number of different data, that the survey can be used
to calibrate the accounts.

37. With regard to food, the two surveys mentioned above provide enough information to confirm that
the prior base had overestimated consumption (see Figure V).  The conclusion that was drawn from
the family budget survey about clothing, which had also been overestimated in base 80, is confirmed
qualitatively by surveys carried out by the Centre textile de conjoncture et d’observation
économique (CTCOE).  More generally, cross-checks with industry accounts showed that household
consumption excluding rents needed to be revised downward from base 80.
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Figure V.  Household consumption overestimated by base 80:
Comparison* with the Family Budget survey

Food, beverages, tobacco

1

1.2

1.4

1.6

1.8

2.00

2.20

2.40

2.60

2.80

1989 1995

 Base 80

 FB

Clothing, including footwear

1

1.2

1.4

1.6

1.8

2.00

2.20

2.40

1989 1995

 Base 80

 FB

*as compared to 1979 consumption (1979 = 1 in each source)
Sources: National accounts, Family Budget surveys

38. Other items were also revised sharply downwards.  The revision of publishing-printing-reproduction
also took the family budget surveys into account.  Here, the products involved are basically those
that were launched or that gained popularity while the estimates were being compiled on base 80,
making trends difficult to assess (e.g., audio and video cassettes, compact discs, and so on).  The
case of energy is somewhat different: here the decrease stems from the revised valuation of
household fuel consumption.  Better use of Ministry of Transport figures (including the road
haulage survey) showed that the split in consumption between households and businesses
(intermediate consumption) had to be corrected, with less being attributed to households.  This is a
typical example of how national accounts are improved by using a re-exploited statistical source to
reset base years from scratch.

39. The overall downward revision of goods consumption does not preclude a number of increases, the
largest of which (FF 15 billion) concerns automobiles.  Household consumption of spare parts was
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revised upward; in addition, base 95 incorporates sales to households of used cars by hire firms
(whose fleets are replaced very quickly, and which now sell directly to individuals), which the old
base had not included.

Clearly higher total GFCF

40. Any analysis of aggregate GFCF for all sectors combined is heavily influenced by that of companies
(financial and non-financial), to which individual enterprises are traditionally added.  Inter alia, this
scope of consolidation solves problems arising from the defeasance of real estate assets that
complicate economic analysis of series.  The defeasance bodies set up by certain banks following the
real estate crisis of the early 1990s is reflected in the national accounts by a negative GFCF flow for
financial companies, towards the non-financial property corporations (SCIs) set up to assume
ownership of the real estate assets in question, with aggregate GFCF remaining unchanged.

41. For individual companies and enterprises, GFCF was lowered slightly for construction and raised
more sharply for “other products” (see Table 7).  In the case of construction, there was an important
conceptual change: GFCF in real estate development (architectural and engineering expenses) is
identified as such in the new base, whereas base 80 had incorporated it into the relevant buildings.
The amounts involved were posted to intermediate consumption of services, then consumed by the
construction branch (the building, civil and agricultural engineering branch of base 80), which
converted them to housing output, for example, without value added, with an offsetting GFCF in
housing.

Table 7.  GFCF by product (data for 1992)

FF billion

Total GFCF Construction output Transport equipment Other products

Base 80 Base 95 Base 80 Base 95 Base 80 Base 95 Base 80 Base 95

Total GFCF 1405 1492 791 746 117 121 497 625

Corporations and IEs
(1)

803 883 300 284 109 111 394 488

General government 242 262 194 206 9 10 40 46

Households 356 347 294 256 0 0 62 91

1.  Companies and IEs: corporations (financial and non-financial) and individual enterprises.

Source: National accounts

42. This conceptual change in itself did not alter total GFCF, or GFCF by institutional sector.  It did,
however, shift GFCF from construction output to services.  Once the effect of this problem is
cancelled out, the decrease for construction in fact turns into an increase — one that corresponds
roughly to the correction of base 80’s aforementioned underestimation with regard to credit
institutions (about FF 15 billion for construction) and a shift in the split of housing GFCF between
households and subsidised public housing more heavily weighted to the latter (also about
FF 15 billion).

43. GFCF for transport equipment, which is not affected by these conceptual changes, but only by the
incorporation of the DOMs, may be considered stable from one base to the other.  As for “other
products”, the substantial increase stems in the aggregate from the various conceptual changes, the
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most significant being the incorporation of computer software into GFCF, and from changes in
scope (both geographical and in terms of institutional sectors).  There are, however, a great many
valuation differences, some of which are substantial, although to a large extent these cancel each
other out.

44. Independently of these conceptual treatments, GFCF in real estate development has been revised
substantially upward to reflect the development of office buildings.  At the same time, thanks to the
base 95 surveys, GFCF in electrical equipment was seen to have been highly underestimated in base
80.  These two upward corrections, brought about by the exhaustive exploitation of business
accounts (for all products combined), triggered an overall decrease in respect of other products.  This
downward revision seems to support the idea that a number of products (in information processing,
for example) are counted as GFCF whereas they are intended for use as components of other capital
goods, thereby running the risk of being counted twice.  This point should be looked into for the next
rebase.

45. The revision of general government GFCF is due entirely to conceptual changes and changes in
scope.  In particular, the rise for construction, despite the aforementioned change in treatment for
companies, stems from the extension of GFCF to certain military construction.

46. Lastly, with regard to households, we have already seen the decrease in housing GFCF (shifting to
subsidised public housing corporations) in connection with the alignment on the satellite account, as
well as the more general problem of a transfer of a portion of construction GFCF to services.

As a rule, the base change has little effect on macroeconomic trends.

47. Rates of economic growth were generally revised by only a few tenths of a percentage point, either
upward or downward, for the period between 1991 and 1996 (see Figure II).  However, the last real
final account that can be used to make comparisons is that of 1992.  The 1993 account was
technically a so-called “semi-final 2” account, while those for 1994 to 1996 were “semi-final 1”
accounts.  Accounts for the same period in the new base incorporate all statistics corresponding to
final accounts (including business statistics derived from tax sources).  As a result, most trend
differences reflect the usual revisions that arise from the use of exhaustive sources from final
accounts (see Box 3).  These corrections are therefore of a type other than the ones described so far
(see Box 4 on revisions of the accounts).  The conceptual changes analysed in respect of 1992 have
scarcely any impact on trends, apart from two notable exceptions analysed below.

48. Each of the main aggregates may be causing significant differences on volume GDP growth between
the two bases (see Table 8).  The contribution of foreign trade was revised upward by 0.3 percentage
points for 1991 and 1993, and downward by 0.2 percentage points for 1995, mostly because of the
revised split between volume and price. Revisions of the contribution of changes in inventories were
in some cases even greater (e.g. up 0.5 percentage points for 1991 and down 0.4 percentage points
for 1994), but that aggregate traditionally poses valuation problems. GFCF also plays a large role in
the revision of growth for certain years (a 0.3 percentage point decrease for 1991, a 0.3 percentage
point increase for 1992). This essentially reflects the revision of corporate GFCF at the beginning of
the period, but the introduction of a GFCF in computer software then has only a very marginal
impact on trends (although its influence begins to have a significant effect in 1995; see Box 1).
Lastly, final consumption accounts for 0.3 percentage points’ worth of the downward revision to
economic growth for 1995 and 1996.
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Box 3

CORRECTIONS DUE TO BASE CHANGES AND THOSE DUE TO ORDINARY REVISIONS OF THE
ACCOUNTS

The new base’s revisions of annual trends in the main aggregates are of roughly the same magnitude as those that
took place in base 80 between semi-final and final accounts, and they are less than the differences between
provisional accounts and final accounts (see Table e3A).  The usefulness of this comparison is enhanced by the fact
that no final accounts were established in base 80 for years beginning in 1993 (see body of the text).

Moreover, the revisions introduced by the shift to base 95, which are comparable to those brought about in 1985 by
base 80, are much smaller than those introduced by base 71 in 1975 (see Table e3B).

Between base 62 and base 71, substantial differences, arising primarily from conceptual problems, were introduced:
the scope of productive activities was extended to insurance and financial bodies and to non-market services.  In
addition, it is since base 71 that uses have been valued exclusive of deductible VAT rather than fully inclusive of
taxes.

Between base 71 and base 80, the conceptual changes had been minor, and differences in levels had primarily
reflected new statistical valuations thanks to new sources or improved use of existing ones.  Along with the
downward revision in the level of household consumption was a sharply higher assessment of the level of final
general government consumption, causing GDP to be revised upward.

Box 1. Table e3-A.  Comparative corrections due to base changes and ordinary revisions

In % (1)

Base95/base80 revisions Ordinary revisions Base80

Average 1991-
1996

Average 1993-
1996

Final /
Provisional

Final / Semi-
final 1

Final / Semi-final
2

GDP 0.26 0.36 0.69 0.46 0.18

Household consumption 0.35 0.36 0.70 0.34 0.14

GFCF 1.10 0.89 2.66 1.53 0.67

1.  The above percentages refer to the average differences in absolute value.  For base 80, they are computed over all
of the years for which both provisional and final accounts were compiled (1986-1992).

Source: National accounts

Table e3-B.  Corrections due to successive base changes

Base 71/Base 62
(data for 1971)

Base 80/Base 71
(data for 1984)

Base 95/Base
80

(data for 1992)
GDP + 9.5% + 1.9% + 1.8%

Household consumption + 2.6% - 3.9% - 6.5%

GFCF - 10.6% + 3.7% + 6.2%

Source: National accounts
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Box 4.  EFFECT OF CONCEPTUAL CHANGES ON GDP AND NEW GNP CORRECTIONS TO BE
REPORTED IN ESA 79

For the past few years, GNP (a concept similar to GDP) has been used as part of the basis for computing each
country’s contribution to the European Union budget. The purpose of having all of the EU countries switch to ESA 95
at the same time is to achieve complete harmonisation of national accounting systems.  This raises the question of
whether the new valuation of GDP will led to a substantial revision of the French contribution.  It is still too soon to
ascertain this completely, but already it can be surmised that the new figures will have only a marginal impact.  First,
INSEE had already been providing the Commission with GNP figures that incorporated the DOMs, and so a large
part of the revision was already taken into account.  In addition, despite the transition to national accounts that are
compatible with ESA 95, the measure of GNP that is used to calculate EU contributions will still be calculated,
provisionally, in ESA 79.  In the future, then, it will be necessary to provide the Commission with a GDP in ESA 79
calculated on the basis of ESA 95!  It would appear that the Commission and the Member States wished to test the
new system before applying it for real.  Paradoxically, GDP in ESA 95 will be used from March 2000 in notifications
to the Commission under the excessive deficit procedure (as the denominator of government deficit and debt ratios).

The following table lists the 23 potential causes of corrections between GNP according to ESA 79 and GNP as
computed using ESA 95, which were analysed in an annex to the Official Journal of the European Communities of
15 March 1997.  The same matrix was used to assess GDP differences between the two bases.

A number of different cases arise.  Some of the potential causes of differences do not in fact matter, and no difference
is noted.  Others have no impact on the differences in GDP but do affect the GNP correction.  Such cases involve
either an issue that affects only income flows with the rest of the world, or one for which the former base for French
national accounts had already anticipated the conceptual change of ESA 95.  Lastly, other causes produce the same
difference in GDP between the two bases as between GNP under base 95 and ESA 79 (except for differences in
rounding off).  These differences have opposite signs.

Table e4:  Corrections to be made to GNP for notification in ESA 79 (In %)

Conceptual changes GDP difference (base
95 - base 80)

Corrections to GNP

(1) Residence criteria - -
(2) Financial intermediation services indirectly measured (FISIM) - -
(3) Insurance - - 0.79
(4) Reinvested earnings on foreign direct investment - - 0.16
(5) Interest income - -
(6) Natural growth of cultivated plants - -
(7) Computer software and large databases + 0.46 - 0.46
(8) Military equipment and vehicles (other than weapons) + 0.21 - 0.22
(9) Work in progress on services ε ε

(10) Expenditure on prospecting for minerals and oil + 0.01 - 0.01
(11) Consumption of fixed capital on roads, bridges, etc. - - 0.46
(12) Government licences and fees - 0;03 + 0.04
(13) Valuation of output for own final use and output from voluntary activities - -
(14) Value threshold for capital goods - -
(15) Market/non-market criteria - 0.57 + 0.58
(16) Subsidies - 0.11 + 0.03
(17) Entertainment, literary and artistic originals + 0.10 - 0;10
(18) Services associated with the license to use entertainment, literary and artistic originals - 0.04 -
(19) Garages + 0.07 - 0.07
(20) Car registration taxes paid by households -
(21) Wages and salaries in kind + 0.09 - 0.09
(22) Licences for the use of intangible non-produced assets - 0.01 -
(23) Stamp taxes - -

Leasing (1) - (+ 0.14)

TOTAL
+ 0.18%

or FF 13 bn
- 1.71 %

or FF -119 bn
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Table 8.  Contributions to volume growth in GDP (at previous year’s prices)

Changes in %

1991 1992 1993 1994 1995 1996

GDP base 95 1.08 1.40 - 0.89 2.07 1.67 1.10

base 80 0.78 1.03 - 1.29 2.62 2.03 1.32

Final consumption base 95 1.07 1.29 0.83 0.84 0.66 1.25

base 80 1.19 1.38 0.68 1.07 0.93 1.57

GFCF base 95 - 0.34 - 0.34 - 1.33 0.29 0.39 0.00

base 80 - 0.03 - 0.68 - 1.39 0.19 0.44 - 0.17

Foreign trade base 95 0.58 0.77 0.77 0.01 0.04 0.44

base 80 0.31 0.84 0.44 0.06 0.27 0.55

Change in inventories base 95 - 0.23 - 0.32 - 1.16 0.93 0.57 - 0.59

base 80 - 0.70 - 0.51 - 1.02 1.30 0.39 - 0.63

Source: National accounts

49. The resultant profile of GDP trends is roughly the same from one base to the next (see Table 9 and
Figure II).  In both cases, the erratic growth profile between 1992 and 1995 is above all due to gross
capital formation (GFCF plus changes in inventories).  However, the 1993 recession and 1994
recovery are somewhat lessened in base 95 because of the final consumption and foreign trade
differences.

Table 9.  GDP in volume (at previous year’s prices)
% change

1991 1992 1993 1994 1995 1996 �����

GDP base 95 1.1 1.4 - 0.9 2.1 1.7 1.1 6.6

base 80 0.8 1.0 - 1.3 2.6 2.0 1.3 6.6

Final consumption expenditure base 95 1.4 1.7 1.1 1.0 0.8 1.6 7.8

Final consumption base 80 1.5 1.8 0.9 1.3 1.2 2.0 8.9

Household consumption expend. base 95 0.8 0.7 - 0.6 1.2 1.2 1.3 4.7

Household consumption base 80 1.2 1.3 0.1 1.4 1.5 1.8 7.4

Government consump. expend base 95 2.7 3.8 4.9 0.8 0.0 2.3 15.2

Government consumption base 80 2.7 3.3 3.3 1.1 0.2 2.5 13.8

Total GFCF base 95 - 1.5 - 1.6 - 6.4 1.5 2.0 0.0 - 5.9

base 80 - 0.1 - 3.2 - 6.9 1.0 2.5 - 1.0 - 7.7

GFCF of NFCIE + FC (1) base 95 - 1.2 - 2.3 - 7.6 0.6 3.0 - 0.1 - 7.7

GFCF of CQCIE + credit
institutions + insurers

base 80 0.3 - 4.6 - 8.6 1.0 3.5 1.1 - 7.6

Household GFCF base 95 - 6.9 - 3.7 - 5.2 4.4 2.1 0.4 - 9.1

base 80 - 4.2 - 4.3 - 7.4 2.1 2.4 - 1.0 - 12.1

General government GFCF base 95 6.1 4.1 - 3.7 0.6 -1.1 - 0.3 5.6

base 80 5.3 3.7 - 0.9 - 0.3 -0.6 - 7.6 - 0.8

Exports base 95 5.9 5.4 0.0 7.7 7.7 3.5 33.9

base 80 4.2 5.0 - 1.2 6.5 5.8 5.4 28.2

Imports base 95 3.1 1.8 - 3.7 8.2 8.0 1.6 19.9

base 80 2.8 1.3 - 3.4 6.9 5.1 3.4 16.9

1.  Leasing is indicated here for the record.  Because it is not included on the official list of the causes of differences between ESA 95 and
ESA 79, its impact is not incorporated into the grand total.
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1.  Aggregate enterprises in both bases (non-financial and financial) and individual enterprises

Source: National accounts
50. The first case of conceptual change having a significant impact on trends is the shift in the dividing

line between the consumption of households and that of government.  The trend in individually
attributable government consumption expenditure on market products (social security
reimbursements, housing aid, etc.), which in base 80 was an integral part of household consumption,
and which base 95 does not include in household consumption expenditure, is very different — and
generally more sharply upward — from the rest of consumption.  This is a major factor in base 95’s
lower growth in household consumption.  In 1993, for instance, the 0.6 point impact of this change
in the boundary line accounts for virtually all of the 0.7 point difference between the two bases (a
volume decrease of 0.6% in base 95, versus a 0.1% increase in base 80 — see Table 9).

51. The downward revision of exports and imports in the first half of the 1990s stems from
manufactured goods and, to a much lesser extent, agricultural products (see Table 10). Moreover,
price indices for GFCF in manufactured goods were also revised downward (by an average of 0.6%
per year, versus a 0.5% increase for the first half of the 1990s.

Table 10.  GDP Price trends

% change

1991 1992 1993 1994 1995 1996 Total

96/90

GDP base 95 3.0 2.0 2.3 1.7 1.7 1.4 12.7
base 80 3.3 2.2 2.4 1.8 1.6 1.4 13.4

Final consumption expenditure base 95 3.2 2.4 2.5 2.0 2.1 1.8 14.9
Final consumption base 80 3.3 2.6 2.4 1.9 1.9 1.9 14.9
Household consumption expend. base 95 3.5 2.5 2.4 2.2 2.0 1.9 15.4
Household consumption base 80 3.4 2.4 2.3 2.1 1.7 2.0 14.8
Government consump. expend

base 95 2.5 2.2 2.7 1.6 2.3 1.6 13.7
Government consumption base 80 3.0 3.1 2.7 1.4 2.5 1.7 15.3
Total GFCF base 95 2.7 0.3 0.3 0.6 - 0.2 0.9 4.6

base 80 3.4 1.0 0.2 0.5 0.7 0.8 6.9
GFCF of NFCIE + FC (1) base 95 2.0 - 0.1 - 0.3 0.6 - 0.2 0.6 2.6
GFCF of CQCIE + credit
institutions + insurers

base 80 3.1 1.0 - 0.1 0.7 0.7 0.4 5.9

Household GFCF base 95 4.3 1.1 1.2 0.8 - 0.1 1.2 8.8
base 80 4.3 0.8 0.8 0.4 0.7 1.0 8.2

General government GFCF base 95 2.8 0.5 0.8 0.4 - 0.4 1.4 5.6
base 80 3.2 1.4 0.5 0.3 0.9 1.7 8.2

Exports base 95 - 0.6 - 1.7 - 2.3 - 0.1 0.6 1.7 - 2.6
base 80 0.6 - 1.6 - 0.8 1.6 1.2 - 0.1 0.8

Imports base 95 - 0.2 - 3.0 - 3.3 0.5 0.4 2.3 - 3.4
base 80 0.2 - 2.7 - 2.7 1.4 1.3 0.9 - 1.5

1.  Aggregate enterprises in both bases (non-financial and financial) and individual enterprises

Source: National accounts
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52. Changes in value added at current prices by major branches (see Figure VI) show a divergence
between the two bases, primarily in agriculture: whereas in base 80 value added fell by a total of
20% over the first half of the 1990s, base 95 shows that, in the aggregate, agriculture lost nothing
over the period.  This reflects the impact of reforms to the CAP (Common Agricultural Policy),
which are represented differently in the two bases for conceptual reasons (the switch to basic prices).
Between 1992 and 1995, there was a gradual shift in agricultural aid policy from price supports
(export refunds) to subsidies.  In base 80, the drop in agricultural prices triggered that of value added
at market prices.  In base 95, the aid that base 80 considered to be operating subsidies was
reclassified as product subsidies, with value added computed at basic prices, hence a neutral effect
on value added.  Here, these changes in conceptual treatment have a preponderant impact on value
added trends, but they have no effect on the computation of GDP, since the move from total value
added to GDP was adjusted accordingly.

Figure VI.  Value added in 1995, according to the two bases
(in current FF, base 100 = 1990)
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Annex I

Accounts at constant prices

The French national accounts will continue to feature two types of account by volume, one at prices of a
fixed year (1995), the other at previous year’s prices.  The general principle of calculation will remain
unchanged.

On the other hand, there will be some major innovations in respect of methodology and presentation.
These are designed to accommodate the importance of accounts at previous year’s prices, in accordance
with international recommendations.  Whereas with the old base 80 chaining of annual movements was left
to the user, with the new base it will be supplied direct for most of the aggregated series.  These will be the
series "prix de l'année précédente, chaînés, base 1995" (at previous year’s prices, chained, 1995=100) and
they will be given priority in publications of the annual accounts.  The series will be calculated by applying
to the accounts (base 95) at current prices the successive movements at previous year’s prices.

The disadvantage here, however, is that these series no longer fit the accounting equations exactly.  For
this reason, accounts "at 1995 prices" will be calculated and published also; they will replace the series at
1980 prices of the former base.  Compilation of these accounts will be simplified and made more
automatic, on the basis of IOTs by value and at prices of the previous year.

The price base of the accounts published in 1999 will be 1995 (instead of 1980 in the present accounts).
From experience with the 1980 base, it is estimated that this shift to a recent year will have the effect of
reducing GDP growth at constant prices by approximately 0.2 point, this being the same as the average
difference in recent years between growth at 1980 prices and growth at previous year’s prices (base 80).  In
accordance with European requirements, there will be a rebasing every five years so that the price structure
used will not become too out-of-date.

To illustrate the relevance of chaining, but also its non-additivity, the example of GFCF between 1990 and
1997 may be used.  Within this aggregate, GFCF in computers soared in value terms and especially by
volume, prices having fallen steeply.  For purposes of simplification, only two categories of investment
(assumed notionally homogeneous) will be considered here: computers and the remainder.  Two types of
calculation of total GFCF by volume can then be made:

a) After chaining the price movements for each of the two investment categories, one can calculate
the two volume series at prices for 1980 (a distant date but serving until now as the base year).
Investment in computers then rises from 1980 FF 36 billion in 1990 to 1980 FF 56 billion in
1997,  while the rest of investment declines from 1980 FF 772 billion to 1980 FF 700 billion.
On that basis, total GFCF at 1980 prices can be calculated as the sum of the two terms.  This
aggregate then declines from 1980 FF 808 billion in 1990 to 1980 FF 756 billion in 1997, a fall
of 6.5% over the period.

b) One can instead directly chain the prices of total investment and directly calculate the series for
total investment by volume.  The aggregate then declines from 1980 FF 811 billion in 1990 to
1980 FF 750 billion in 1997, a fall of 7.5% over the period.

The first method amounts to a volume calculation at constant prices for a fixed year (in this case 1980),
while the second represents a chaining of accounts at previous year’s prices.  If one is interested only in
total investment, the second method has the advantage of not perpetuating a price structure (here, that of
1980) which does not reflect the economic reality of recent years (and which can only, at best, correspond



STD/NA(99)52

31

to a part of the period under consideration).  Moreover, with the chaining method, the movements between
two dates are independent of the base year chosen for prices, which is not the case with the first method
(fixed year).  In the numerical example offered, the fixed price method gives an upward skew to recent
movements  by enhancing the strong growth of computers at a high price (that of 1980), when it was the
fall in that price which permitted this growth in volume terms.  It will also be noted that a smaller decrease
in total GFCF is obtained than with direct chaining at the aggregated level (-6.5% as against -7.5%).

While the chaining method is therefore better suited to economic description, it has the disadvantage of not
fitting the accounting equations.  Thus total GFCF is not exactly equal to the sum of its components.  For
example, in 1990 it is 1980 FF 811 billion, compared with 1980 FF 808 billion when the two components
are added (772+36 bn).  This non-additivity may be troublesome for modellers, which is why the system of
fixed-year prices will also be retained.
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ANNEX 2

Quarterly accounts adjusted for working days

By Guillaume Rabault

The new base 95 brings some significant improvements to the quarterly accounts.  The functional
classifications are now presented in a more detailed breakdown; the price baseline has been moved forward
from 1980 to 1995; and there will now be quarterly accounts adjusted for working days.

The purpose of the quarterly accounts is to present as readable a picture as possible of short-term
movements of the main economic aggregates.  For the majority of users, readability is greatly increased by
the elimination of systematic seasonal fluctuations and variations in the number of working days.  The
quarterly accounts on the old base were therefore seasonally adjusted, but they were not fully adjusted for
working days.  The purely seasonal component of the impact of changes in the number of working days
was erased by the seasonal adjustment procedure, but there were still fluctuations attributable to the non-
seasonal component.  For example, no specific adjustment was made for the first quarter of leap years.

With the changeover to the new national accounting system, this limitation has been removed.  Quarterly
accounts adjusted for working days and for seasonal variations will be compiled.  The adjustment for
working days is made by an econometric procedure applied at the most disaggregated level of the quarterly
accounts.  The method used is to extract by regression a component systematically correlated to the
variables representing the working-day content of each period.

Two comments are in order here.  First, the adjustment calculated is not proportional.  The proportional
method is to calculate the excess or shortfall of working days in the period concerned as a percentage of
the number of working days in that period, and then to apply this coefficient to the magnitude to be
adjusted.  In practice, the proportional method tends to overestimate the variability attributed to the impact
of working days.  The econometric technique, on the other hand, identifies the past average sensitivity of
the data to the number of working days.  It also isolates the sensitivity of the series to specific days of the
week.  In particular, it does not assume that every day of the week (Saturday and Sunday excepted) has the
same effect on the series concerned, although this constraint can be imposed ex post.  With this method,
too, the coefficients for the different days can be modified, since it seems that in some cases the sensitivity
of the series to working days changes with time.

Once the series has been adjusted for the effects of working days, a seasonal adjustment procedure is
applied.  All told, the final series is smoother than the series simply adjusted for seasonal fluctuations.
This is illustrated by the figure below showing manufacturing output on the new base.

The working-days adjustment alters the link between quarterly accounts and annual accounts.  Seasonal
adjustment is assumed to have a neutral effect on annual magnitudes.  This assumption is a fair
approximation if the seasonal coefficients remain largely unchanged.  On the other hand, there is no reason
to assume that the adjustments for working days have a neutral impact on the year as a whole.
Consequently, the data adjusted for working days (and for seasonal variations) cannot be reconciled with
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the annual accounts data, which are not adjusted for working days.  The difference will be due solely to
working-days adjustment.  The extent of the differences depends on the variable concerned.  It may be as
much as some tenths of one point of annual growth for the most sensitive variables.

Manufacturing output, sa and wda-sa, volume
(Quarterly growth rates %)
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   wda-sa : adjusted for working days and seasonal variations


