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NATIONAL ACCOUNTS REVISION POLICY

Stephen Penneck, Director of National Accounts Division
Office for National Statistics, UK

Introduction

1. All statistics are subject to error.  The national accounts are compiled from a myriad of data
series derived from administrative and survey sources which are subject to sampling and non-
sampling error.  Error can lead to bias (a persistent under or over-recording of an aggregate) or
variation  (around a relatively fixed level).  Early estimates of the accounts have to be based on
less information than will be available later, and later information, based on more
comprehensive and higher quality data sources, yields substantial improvements in the quality of
the accounts.

2. The ONS aims to produce national accounts which are accurate, timely and internally consistent.
These desirable objectives can conflict with each other, and although many users want all to be
achieved, few would argue for the resources needed to attain this ideal state.

3. Revisions policy has been under active reconsideration in the UK for the last three years.  The
current policy is felt to have a number of disadvantages.  Work developing a new policy was
suspended during work on the SNA93/ESA95 revision to the accounts, but with that due for
imminent publication, ONS is turning attention to a new revisions strategy for the accounts.
This paper sets out our initial thinking:   it does not represent the final views of the Office.

Previous and current policies

4. Prior to 1993 a generally relaxed revisions policy was adopted.  A review1 of UK economic
statistics in 1989 was critical of the scale and extent of revisions.  During the early 1990s a more
systematic revisions policy was adopted and the UK began the regular production of revisions
analysis2.  The new policy was set out in David Wroe’s 1993 article3 in  Economic Trends.  This
forms the basis of our current policy, which is summarised as follows:

 Annual revisions

• Each year when the Blue and Pink Book figures are being prepared in the "annual
round", the estimates for the last four complete years (including of course the
quarterly series) will be reassessed.

                                                     
1    Government Economic Statistics: a scrutiny report (The Pickford report).  HMSO 1989.

2   Testing for bias in initial estimates of the components in GDP, Economic Trends, August 1996

3    Handling revisions in the national accounts, Economic Trends, October 1993
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• The accounts earlier than the last four years are not usually re-opened in the annual
round.  However if information on a component series has been revised, possibly
because of a change in methodology, in a way which is likely to have a significant
impact on the picture which is presented then the change will be incorporated.

5. Revisions policy has developed further in the last few years:

• to adopt a more relaxed practice for Sector Accounts revisions to distinguish between
GDP neutral revisions and others

• to include a requirement that in (T-4)4 other revisions should only be allowed if there
is significant evidence to change GDP

6. Current policy is unclear about the level at which the annual policy applies;  whether it is to all
published series, or whether compilers can make their own decisions about changes to
components which do not affect the overall measure of GDP or any other compiler’s series (eg
offsetting changes to services components of GDP(O)).

7. Quarterly revisions practice is summarised as follows:

Quarterly revisions

• Revisions to quarterly figures occur consistently with the annual revisions policy.  In
general terms, the annual figures set in the Blue Book for a year will not be altered
until the next annual round for the next Blue Book.  This is however relaxed for the
latest year at certain points in the quarterly rounds.

• Estimates of quarterly GDP are made at various stages after the close of the preceding
quarter.  They are

3 weeks Preliminary GDP
8 weeks expenditure, income and output components of GDP
12 weeks full national accounts and balance of payments, with a sectoral

breakdown and including a set of financial accounts

• No revisions are made to previous quarterly data until the twelve week estimate.  The
first two releases are wholly geared to estimating quarterly growth of GDP and its
main components in the latest quarter.  In the third release, twelve weeks after the
quarter, revisions are allowed to the preceding quarters in the current calendar year.

• Apart from the annual round, there are two occasions when revisions are allowed to
the preceding calendar year quarterly data.  The first is in November, when the
quarterly accounts are passed to Treasury to assist in their budget forecasts, and
comparisons may often concentrate on year on year, or half year on half year.  Also in
the twelve week estimate of the fourth quarter, the previous calendar year may be
revised to allow best estimates of year on year growth to be estimated.

                                                     
4    In this paper, T is the period of publication, so (T-4) is data for 1994 being published in the 1998 Blue Book.
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8. Quarterly policy was relaxed slightly in February, when the 1997 quarters were opened to enable
new seasonal factors to be applied.  In general the quarterly policy, as currently operated is
considered to work well.

Reason to change

9. There are a number of reasons why ONS feel that the current revisions policy needs to be
reviewed.

10. Current practice has focused on allowing changes to levels, rather than growth rates, with a fixed
revision horizon.  This can lead to discontinuities in the data which causes concern for users
who rely on having a consistent data series.  At the same time the fixed revisions horizon leads
to data adjustments for early periods originally introduced to support low quality data or to
balance the accounts or other purposes, becoming entrenched.

11. A further weakness of the existing policy is the fact that it appears not to be consistent  The
latest developments to the policy, especially the allowance of GDP neutral changes, different
practices for the sector accounts and for lower level revisions gives an impression of a policy
which is not robust and not always clear to users.

12. Another difficulty is the resource intensiveness of the existing process.  The frequent reworking
of revisions puts great pressure on national accountants.  The policy was designed to allow
revisions up to year T-4 in order to give untimely data sources their full weight in balancing the
accounts.  In practice however, lack of resources has led to T-3 becoming the earliest period for
revisions which affect GDP.  As a result some sources, particularly Inland Revenue income data,
do not play a full part in balancing GDP.  Another problem is caused by the inflexibility of IS
systems, which are not all designed with revision policy in mind.

13. Compilers have pointed to problems caused by the relationship between national accounts
and non-national accounts data with different timetables and revisions policies.  This is a
particular problem for monthly data, such as the detailed figures of trade in goods from HM
Customs.

14. The experience of the 1998 Blue Book, where revisions were allowed in a controlled way to
early periods of the accounts, shows that occasionally allowing a less restrictive revisions policy
to earlier periods can lead to substantial quality improvements and the need for smaller
balancing adjustments.

15. These criticisms generally apply to the annual revision policy.  The quarterly policy is
considered to work well.

User views

16. Consultation with users has so far been limited.  Users want the most accurate data possible, but
are often irritated by frequent revisions.  These two requirements are not always compatible, and
it is difficult to strike the right balance between them.  Any new revisions policy would need full
discussion with users.  Users have different requirements for GDP, which focuses on growth
levels, and sector accounts, where users are concerned with maintaining levels.  This tension can
cause problems for revisions policy.
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Towards a revisions policy for all economic statistics?

17. There are good reasons for adopting a consistent revisions policy for all economic statistics
(including labour market statistics), and this is also being considered.  Many independently
published series are used as data sources for the national accounts.  It is highly desirable to have
a consistent policy to ensure complete consistency between the economic picture portrayed by
the national accounts and that shown by component data series.  Even beyond the accounts a
consistent policy is desirable, partly to ensure that there is common agreement across the office
on how the trade-off between accuracy and timeliness can be struck, and partly to present a
uniform policy to the outside world.  There have been some tentative discussions within ONS on
the development of an Office wide policy for all statistics, but these are unlikely to come to an
early conclusion.

Practice of other European countries

18. Work commissioned by Eurostat shows a variety of revisions policies adopted by EU member
states.  Nearly all EU members adopt a more rigid revisions policy than the UK.  The European
practice is generally to allow fundamental revisions to levels only periodically.  In between these
periods, which may last for five or ten years, revisions, often derived by linking growth rates, are
allowed back to a  ‘benchmark’ year.  The periodic five/ten yearly revision will incorporate
agreed improvements in methodology and inclusion of benchmark data sources5.

Towards an international policy?

19. Policy developments in the European Union have led to increased use of national accounts data
for administrative purposes.  Not only is GNP used to determine part of the members’
contributions to the EU budget, but constant price GDP and other aggregates are important
determinants of economic convergence for monetary union.  Rules have been drawn up which
require policy action to be taken if economic aggregates move outside certain limits.

20. In this context the scale of revisions and the revisions policies adopted by member states assume
some importance.  What would happen if GDP were to indicate a recession, trigger international
action, only to be subsequently revised?  Even worse would be the case of a member states
revision policy masking the true picture of an economy and preventing policy action from being
taken forward.

Principles guiding a new revisions policy

21. The criticisms of the current arrangements suggest a number of governing principles need to be
agreed before a new policy can be set out.  Future ONS policy could be based on the following
strategy:

i. Early estimates of the accounts, and the short term indicators which feed them,
should be unbiased.  The performance of early estimates is monitored, and action
taken to correct any emerging bias.

                                                     
5    This is a rather sweeping summary of practices which vary considerable from country to country.
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ii. Variations in successive estimates of more recent periods - until the time when
comprehensive data sources have been included - are allowed through to the
published data set.  Allowing the full effect of revisions to these recent periods to be
published gives users a fair idea of the error limits likely to be associated with the
data.

iii. As the more comprehensive data sources are received (usually over a three year
period) the accounts are balanced using supply-use tables.

iv. Earlier years are generally not revised, except for constant price rebasing, major
changes to the accounts or for methodological improvements.  Proponents of
methodological change are required to make a case to their colleagues and explain the
impact of their changes before the change is agreed.

22. A number of general principles are being considered for the new revisions policy:

i. Policy must be simple to understand and be able to be applied generally for a number
of years.

ii. Policy applies to all areas and levels of the accounts, including the sector accounts
and balance of payments.

iii. Policy must determine the development of  IS systems, not vice versa.
iv. New data, correcting errors and methodological improvements must all be subject to

the same policy
v. Supplier and producers of other economic series should support our policy and work

to bring their own policies into line.
vi. In the short term, revisions should aim to give best estimates of growth not levels.

There should be regular, planned opportunities for fundamental revisions to levels.
vii. Revisions to levels should be modelled before decisions to take them on are made.
viii. The process for agreeing revisions should be open, controlled and managed.  Some

analysis of revisions is needed to show how far back revisions have an impact.
ix. Reasons for revisions should be regularly analysed and results used to improve

quality.

Questions for discussion

1) Should the policy apply  to all areas and all levels of the accounts, including the sector
accounts and balance of payments.  Should offsetting revisions within GDP be outside the
policy?

2) Should all revisions, regardless of their cause:  new data, correcting errors and
methodological improvements;  be subject to the same policy?

3) Should data suppliers and publishers of other economic indicators adopt a consistent
revisions policy?.

4) Should the aim of a revisions policy, in the short term, be to give best estimates of growth not
levels?  How frequent should there be planned opportunities for fundamental revisions to
levels?

5) How can user views best be taken account of?


