CHAPTER 8:  GOVERNMENT SERVICES

Introduction

This chapter describes the information on government services that is required for the ICP2004.  Chapter 3 deals with the expenditure weights that are required for government consumption expenditure and this material is not repeated here. The main focus of the chapter is on the price information needed for government and in particular on the data needed on compensation of government employees.

Definition of General Government

“General government” is the term used in the 1993 SNA
 to describe the institutional sector that consists of central, regional, state and local government units together with the social security funds controlled by these units.  Non-profit institutions engaged in non-market production that are controlled and mainly financed by government units or social security funds are also included in the general government sector. The kinds of non-profit organisations that are included in general government vary from country to country but they often include hospitals, clinics, schools and universities.
The 1993 SNA provides for sub-sectoring of general government into central, state and local governments and social security funds. However, for the 1CP 2004, no sub-sectoring is called for and both expenditure and price information will refer to general government as a whole. For convenience “government” rather than “general government” is used in this Chapter.  

Individual and collective services

Government final consumption expenditure is divided between two main aggregates in the Expenditure Classification for ICP 2004; these are individual and collective services. 
As explained in Chapter 3, the distinction is made because individual consumption expenditure by government is one of three components of actual individual consumption – the other components being individual consumption expenditure by households and individual consumption expenditure by non-profit institutions serving households (NPISHs).  Actual individual consumption is a measure of what households actually consume – rather than what they actually purchase - and as such it is of particular relevance to comparisons of economic welfare. In the ICP 2004, comparisons of household consumption will be made by reference to actual individual consumption rather than to individual consumption expenditure.

Individual services
Expenditures on individual services constitute individual consumption expenditure by government. Individual services are the services that general government provides to specific identifiable households – that is, services, such as health and education, which are consumed by individual households. The distinction between individual and collective services is made by reference to the COFOG 1998 classification
. Box 1 shows the functions of government that are defined as individual. They are denoted by “IS”.  
Individual consumption expenditure by government is of two kinds:

· First, the production of services by government for the benefit of individual households.  Examples are running schools and hospitals.  Here the government is itself organising and financing the production of services for consumption by individual households.

· Second, the purchase of goods and services by government from other producers which are then passed on to households, either free or at prices below the costs of production, without any further processing by government.  Examples are the provision to households of medicines and medical services for outpatients.  In some cases, households get these goods and services free or at very low prices at the point of delivery, while in other cases households pay the full price at the point of delivery and are later reimbursed, in part or in full, by government. For the ICP 2004, the purchase by government of goods and services for delivery to households is relevant for two functions – health and education. In the Expenditure Classification they are described as Health benefits and reimbursements and as Education benefits and reimbursements.
Collective services

Government current expenditure that is not individual is termed collective.  Again, Box 1 shows what kinds of government expenditures are collective.  They mainly fall under the broad headings of general public services, defence, public order and safety, economic affairs and environment protection but they also include certain expenditures under housing, health, recreation and culture, education and social protection that are considered to be for the benefit of the community at large.  These are expenditures on the formulation and administration of government policy at the national level, the setting up and enforcement of public standards, and on research and development. In Box 1 all the COFOG groups highlighted in grey are collective services and are denoted by “CS”.  
By contrast with individual consumption expenditures, collective consumption expenditures are of one kind only, namely the production of services by government.  Collective consumption expenditure does not involve the purchase of goods and services for delivery to households.
	Box 1 :  Collective services (CS) and individual services (IS)

	COFOG 98 GROUPS
	COFOG 98 GROUPS

	01.
GENERAL PUBLIC SERVICES

01.1
Executive and legislative organs, financial and fiscal affairs, external affairs (CS)

01.2
Foreign economic aid  (CS)

01.3
General services (CS)

01.4
Basic research (CS)

01.5
R&D General public services (CS)

01.6
General public services n.e.c. (CS)

01.7
Public debt transactions (CS)

01.8
Transfers of a general character between different levels of 
government (CS)

02.
DEFENCE

02.1
Military defence (CS)

02.2
Civil defence (CS)

02.3
Foreign military aid (CS)

02.4
R&D Defence (CS)

02.5
Defence n.e.c. (CS)

03.
PUBLIC ORDER AND SAFETY

03.1
Police services (CS)

03.2
Fire-protection services (CS)

03.3
Law courts (CS)

03.4
Prisons (CS)

03.5
R&D Public order and safety (CS)

03.6
Public order and safety n.e.c. (CS)

04.
ECONOMIC AFFAIRS

04.1
General economic, commercial and labour affairs (CS)

04.2
Agriculture, forestry, fishing and hunting (CS)

04.3
Fuel and energy (CS)

04.4
Mining, manufacturing and construction (CS)

04.5
Transport (CS)

04.6
Communication (CS)

04.7
Other industries (CS)

04.8
R&D Economic affairs (CS)

04.9
Economic affairs n.e.c. (CS)

05.
ENVIRONMENT PROTECTION

05.1
Waste management (CS)

05.2
Waste water management (CS)

05.3
Pollution abatement (CS)

05.4
Protection of biodiversity and landscape (CS)

05.5
R&D Environment protection (CS)

05.6
Environment protection n.e.c. (CS)


	06.
HOUSING AND COMMUNITY AMENITIES

06.1
Housing development (CS)

06.2
Community development (CS)

06.3
Water supply (CS)

06.4
Street lighting (CS)

06.5
R&D Housing and community amenities (CS)

06.6
Housing and community amenities n.e.c. (CS)

07.
HEALTH

07.1
Medical products, appliances and equipment (IS)

07.2
Out-patient services (IS)

07.3
Hospital services (IS)

07.4
Public health services (IS)

07.5
R&D Health (CS)

07.6
Health n.e.c. (CS)

08.
RECREATION, CULTURE AND RELIGION

08.1
Recreational and sporting services (IS)

08.2
Cultural services (IS)

08.3
Broadcasting and publishing services (CS)

08.4
Religious and other community services (CS)

08.5
R&D Recreation, culture and religion (CS)

08.6
Recreation, culture and religion n.e.c. (CS)
09.
EDUCATION

09.1
Pre-primary and primary education (IS)

09.2
Secondary education (IS)

09.3
Post-secondary non-tertiary education (IS)

09.4
Tertiary education (IS)

09.5
Education not definable by level (IS)

09.6
Subsidiary services to education (IS)

09.7
R&D Education (CS)

09.8
Education n.e.c. (CS)

10.
SOCIAL PROTECTION

10.1
Sickness and disability (IS)

10.2
Old age (IS)

10.3
Survivors (IS)

10.4
Family and children (IS)

10.5
Unemployment (IS)

10.6
Housing (IS)*

10.7
Social exclusion n.e.c. (IS)

10.8
R&D Social protection (CS)

10.9
Social protection n.e.c. (CS)




Basic Headings for Government

Box 2 shows government expenditure broken down into 26 basic headings:  21 cover expenditure on individual services and the other 5 cover expenditure on collective services.

In Box 2 there are three kinds of Basic Headings: 

· For Health benefits and reimbursements, the Basic Headings consist of goods and services, just like the other basic headings in the Expenditure Classification.

· For the Production of health, education and collective services the Basic Headings consist of the costs of producing these services.

· For all other Groups, namely Housing, Recreation and culture, Education benefits and reimbursements and Social protection, the Basic Headings do not give any further detail.  This is because PPPs for these Basic Headings will be obtained using Reference PPPs. Reference PPPS are PPPs that have been calculated for similar Basic Headings in other parts of the Expenditure Classification.  Reference PPPs are explained in a later section.
	Box 2:  Basic Headings for Individual services and Collective services

	INDIVIDUAL SERVICES

	Housing

	13.01.11.1
	Housing

	Health benefits and reimbursements

	13.02.11.1
	Pharmaceutical products

	13.02.11.2
	Other medical products

	13.02.11.3
	Therapeutic appliances and equipment 

	13.02.12.1
	Out-patient medical services

	13.02.12.2
	Out-patient dental services

	13.02.12.3
	Out-patient paramedical services

	13.02.12.4
	Hospital services

	Production of health services

	13.02.21.1
	Compensation of employees  

	13.02.22.1
	Intermediate consumption  

	13.02.23.1
	Gross operating surplus

	13.02.24.1
	Net taxes on production

	13.02.25.1
	Receipts from sales

	Recreation and culture

	13.03.11.1
	Recreation and culture

	Education benefits and reimbursements

	13.04.11.1
	Education benefits and reimbursements

	Production of education services

	13.04.21.1
	Compensation of employees

	13.04.22.1
	Intermediate consumption

	13.04.23.1
	Gross operating surplus

	13.04.24.1
	Net taxes on production

	13.04.25.1
	Receipts from sales

	Social protection

	13.05.11.1
	Social protection

	COLLECTIVE SERVICES

	14.01.11.1
	Compensation of employees 

	14.01.12.1
	Intermediate consumption 

	14.01.13.1
	Gross operating surplus

	14.01.14.1
	Net taxes on production

	14.01.15.1
	Receipts from sales


Price data 

Health benefits and reimbursements

Governments in many countries purchase health services, pharmaceutical and other medical goods from market producers, and then pass them on to particular groups of households either free or at much reduced prices. This activity is financed differently from country to country.  In some cases the government may buy the goods or services direct from the producers and provide them without charge to households; in other cases governments reimburse households, in full or in part, after the households themselves have made the purchase.  

The prices paid for these goods and services are collected and used to calculate PPPs in the same way as PPPs for other goods and services. Note however that the prices to be collected are “total prices”.  In countries where households pay the whole purchasers’ price to the market producer prior to being either completely or partially reimbursement by the government, the total price is the price that households pay before reimbursement.  In countries where households pay only a portion of the purchasers’ price to the market producer and the reminder is paid to the market producer by government, the total price is the sum of the non-reimbursable part paid by households and the part paid by government. 
In Box 2, the last item shown under Health benefits and reimbursements is Hospital services. This covers the provision of medical services, pharmaceuticals, etc. that are provided to patients who stay overnight in hospitals during the course of their treatment. The quality of, and the ways in which, these services are provided differ greatly from country to country and in the past it has proved very difficult to collect internationally comparable prices for hospital services.  For that reason it is recommended that for ICP 2004, reference PPPs should be used for Hospital services. (See below for details).

To summarise, prices are only required for the following basic headings:

  13.02.11.1 Pharmaceutical products

  13.02.11.2 Other medical products

  13.02.11.3 Therapeutic appliances and equipment

  13.02.12.1 Out-patient medical services

  13.02.12.2 Out-patient dental services

13.02.12.3 Out-patient paramedical services
These goods and services are also Basic Headings under household final consumption expenditure (Basic Headings 11.06.11.0  to 11.06.23.1) so that the same prices can be used to calculate PPPs for both household and government expenditure.

Production of health, education and collective services
Government services are generally provided free or at low prices that are termed not economically significant.  For this reason government services have to be valued in the national accounts at their costs of production and the same approach is used for ICP 2004 in calculating PPPs. They are obtained by comparing the costs of producing them and not the prices at which they are sold.

The costs of producing government services are: 

· compensation of employees, 

· intermediate consumption

· net taxes on production

· gross operating surplus, and

· (as a negative figure) receipts from sales.

Intermediate consumption covers a wide range of goods and services such as printing supplies, office rent, computer services, office cleaning, electricity, and so on. Intermediate consumption of defence services will includes the purchase of weapons. Prices are used to calculate PPPs for three items of intermediate consumption – namely pharmaceutical products, other medical goods and therapeutic appliances and equipment. For other goods and services used up in the production of hospital services (intermediate consumption n.e.c.) Reference PPPs are used.

Net taxes on production consist of taxes on products payable when they are produced, taxes and duties on imports, taxes on the ownership of land, buildings or other assets used in production, and taxes on the labour used in production. Subsidies on production are considered to be negative taxes and so are deducted.  In most countries, net taxes on production of government services are insignificant or zero and are included in Box 2 mainly for completeness. For ICP2004 Reference PPPs are used for this item.

Gross operating surplus consists of the net operating surplus plus consumption of fixed capital.  In most countries the net operating surplus is insignificant or zero so this item consists only of consumption of fixed capital.  Consumption of fixed capital should be calculated in respect of government-owned buildings and other structures and machinery and equipment. For ICP2004 Reference PPPs are used for this item.

Receipts from sales

Receipts from sales cover things such as partial charges for education and health services, passport fees, entrance charges for museums, etc. These expenditures are recorded under household final consumption expenditure and, in a few cases, under the intermediate consumption of enterprises. They must therefore be deducted from government consumption expenditure. Receipts from sales is shown as a Basic Heading in Box 1 for both Individual and Collective Services.  In practice most receipts from sales will come under Individual Services. For ICP2004 Reference PPPs are used for this item.

Compensation of employees is the largest component of the costs of producing government services. It is the only cost component for which separate price collection is required. Compensation of employees is to be reported for a selection of occupations in general government, public education and public hospitals.  The selection of occupations is made by the Global Office and countries in all regions are required to use the same list of occupations.  The intention is to represent the various education and skill levels that are commonly to be found among employees working in these three government services.  Regions may, however, make minor modifications to fit particular conditions in their regions. 

Box 3 lists the forty-six occupations that are used for the OECD-Eurostat comparisons.  The list of occupations to be used for ICP 2004 will be similar though not identical. The civilian occupations are defined using job descriptions taken from the ISCO-88
.  These descriptions specify the occupations in terms of the kind of work done. The military occupations refer to members of the regular armed forces and not to conscripts.
Note that several of the occupations in Box 3 are relevant to more than one type of service. For example, nurses are primarily relevant for health services but they may also be employed in schools. Secretaries, cleaners and drivers are employed in the production of educational, health and collective services, and so on.  This means that the information on compensation of employees for these and other occupations can be used to calculate PPPs for more than one basic heading.

PPPs will be calculated for each Basic Heading by taking the un-weighted geometric averages of the price relatives for all the relevant occupations. Thus, for example, the PPP for BH 13.02.21.1 (compensation of employees for the production of health services) is obtained by calculating the price relatives for occupations 01 through 12 in Box 3 and finding their geometric average. In the case of BH 13.04.21.1 (compensation of employees for the production of health services) the PPP will be based on the occupations 13 to 17 and, in addition, occupations 06, 24 to 35 and 39 because persons with these occupations are also employed in schools and universities. 
	Box 3: Selected occupations

	Production of health services
	Doctors
	Other medical staff
	Non-medical staff
	

	01.  Doctor, head of department
	X
	
	
	

	02.  Doctor, senior consultant
	X
	
	
	

	03.  Doctor
	X
	
	
	

	04.  Nurse, head of department
	
	X
	
	

	05.  Nurse, operating theatre
	
	X
	
	

	06.  Nurse
	
	X
	
	

	07.  Nursing auxiliary
	
	X
	
	

	08.  Physiotherapist
	
	X
	
	

	09.  Laboratory assistant
	
	X
	
	

	10.  Hospital chief executive
	
	
	X
	

	11.  Secretary I
	
	
	X
	

	12.  Cook
	
	
	X
	

	Production of education services
	Pre-primary & primary
	Second-ary
	Post-secondary
	Tertiary

	13.  Kindergarten teacher
	X
	
	
	

	14.  Primary school teacher
	X
	
	
	

	15.  Secondary school teacher
	
	X
	X
	

	16.  Head teacher 
	X
	X
	X
	X

	17.  University lecturer
	
	
	X
	X

	Production of collective services
	Defence
	Other than defence
	
	

	18.  Private of infantry regiment
	X
	
	
	

	19.  Commander of infantry regiment
	X
	
	
	

	20.  Able seaman
	X
	
	
	

	21.  Commander of frigate
	X
	
	
	

	22.  Airman
	X
	
	
	

	23.  Fighter pilot
	X
	
	
	

	24.  Finance department manager
	
	X
	
	

	25.  Executive official (skill level III)
	
	X
	
	

	26.  Executive official (skill level IV)
	
	X
	
	

	27.  Computer operator 
	
	X
	
	

	28.  Bookkeeping clerk
	
	X
	
	

	29.  Data entry clerk
	
	X
	
	

	30.  Secretary II 
	
	X
	
	

	31.  Telephone switchboard operator
	
	X
	
	

	32.  Messenger
	
	X
	
	

	33.  Maintenance electrician 
	
	X
	
	

	34.  Building caretaker
	
	X
	
	

	35.  Cleaner
	
	X
	
	

	36.  Policeman/woman
	
	X
	
	

	37.  Prison guard
	
	X
	
	

	38.  Fire-fighter
	
	X
	
	

	39.  Social worker
	
	X
	
	

	40.  Town planner
	
	X
	
	

	41.  Civil engineer
	
	X
	
	

	42.  Draughtsman
	
	X
	
	

	43.  Construction labourer
	
	X
	
	

	44.  Driver
	
	X
	
	

	45.  Agricultural scientist
	
	X
	
	

	46.  Librarian
	
	X
	
	


The compensation of employees that participating countries are to report for the selected occupations is defined in Box 4. It is consistent with compensation of employees as defined in the 1993 SNA 93 except that:

· Overtime payments are excluded from gross salaries and wages.  Experience has shown that it is very difficult to obtain data on overtime that are comparable across countries.  Although this results in volume measures that are marginally inflated, their comparability is judged to be improved by ignoring overtime. 
· The only benefits in kind to be taken into account are the provision of free or subsidised housing and food or meals. Other forms of income in kind are both difficult to evaluate in ways which are internationally comparable and are insignificant in the majority of countries.

	Box 4:  Compensation of employees

	Compensation of employees includes all payments in cash and kind made by general government in a year.  These payments in cash and kind comprise:

· Gross salaries and wages in cash (before deduction of taxes and social contributions payable by employees) cover:

· Basic salaries and wages as laid down in the salary scales;

· Other payments, over and above the basic salary or wage, such as: housing or residence allowance, passage or leave allowance, family allowance, special duty allowance or acting allowance, 13th month pay and other cash payments except overtime payments.  (As noted above it is very difficult to obtain data on overtime that are comparable across countries and so overtime payments are excluded.  
· Benefits in kind cover things such as free or subsidised housing, meals, transport allowance, reimbursement of medical expenses and the like.  Many of these benefits are difficult to evaluate, as they can vary from one general government institution to another. However income in kind in the form of housing and food or meals is important in many countries and must be included in compensation of employees. According to the 1993 SNA, income in kind is valued at the costs of production when the items concerned are produced by the employer and at purchasers’ prices when they are bought by the employer and passed on to the employee.
· Employers' actual social contributions are payments made by general government for the benefit of their employees and cover contributions for old age pensions, and for insurance against sickness, accident and disability.  They are calculated on the basis of the schemes in operation in the various countries.

· Imputed social contributions represent the counterpart to social benefits paid directly by general government institutions without participating in, or establishing a fund, reserve or other special scheme for this purpose.  Since these contributions do not involve actual cash flows, they have to be imputed.  The imputations have to be done in line with the corresponding imputations made in the national account.  


The compensation of employees to be reported for the selected occupations should not be extracted from government payrolls.  Dividing the total compensation of employees paid to employees in a selected occupation by the total number of employees in the selected occupation gives an average that is representative of the country, but it does not give an average that is comparable across countries.  This is because the distribution of the employees in the selected occupation over the various grades, categories and steps that make up the pay scale for the occupation will differ from country to country.  Instead, the compensation of employees should be derived by a less representative but more comparable approach that involves working from government salary scales directly.
The recommended approach is as follows.  Underlying the compensations of employees paid by government are the basic salaries and wages that are laid down in government salary scales.  Once the basic salary or wage has been established for an occupation, it is relatively straightforward to compute its compensation of employees because most of the other components of compensation of employees (such as housing or residence allowance, family allowance, special duty allowance, etc) are normally related to the salary scale by being defined as percentage additions to the basic salary or wage.  To determine the compensation of employees for the selected occupations, countries have first to locate the basic salary or wage for each selected occupation in the government salary scales.  The procedure to be applied is described in Box 5.
	Box 5:  Determining the basic salary for a selected occupation using a salary scale

	Grades and Categories
	Steps

	
	1
	2
	3
	4
	5
	6
	7

	
	
	
	
	
	
	
	

	P4
	88,900
	91,400
	93,900
	96,400
	98,900
	101,400
	103,900

	P3
	76,800
	78,800
	80,800
	82,800
	84,800
	86,800
	89,000

	P2
	66,100
	67,900
	69,700
	71,500
	73,300
	75,100
	76,900

	P1
	53,600
	55,000
	56,400
	57,800
	59,200
	60,600
	62,000

	
	
	
	
	
	
	
	

	T4
	47,900
	49,500
	51,100
	52,700
	54,300
	55,900
	57,500

	T3
	41,200
	42,600
	44,000
	45,400
	46,800
	48,200
	49,600

	T2
	35,500
	36,700
	37,900
	39,100
	40,300
	41,500
	42,700

	T1
	31,100
	32,100
	33,100
	34,100
	35,100
	36,100
	37,100

	
	
	
	
	
	
	
	

	W4
	34,700
	35,700
	36,700
	36,800
	36,900
	37,000
	37,100

	W3
	31,300
	32,300
	33,300
	34,300
	35,300
	36,300
	37,300

	W2
	28,400
	29,200
	30,000
	30,800
	31,600
	32,400
	33,200

	W1
	25,700
	26,500
	27,300
	28,100
	28,900
	29,700
	30,050

	
	
	
	
	
	
	
	

	1.
Employees in public administrations are usually paid on the basis of a salary scale such as in the table shown above.  The scale is divided into grades – P, T and W.  Grades generally correspond to levels of education or skills.  

2.
Within grades there are four categories and each category is itself divided into steps - 1 to 7 in this example.  Each step is usually 12 months, though steps of 18 or 24 months are not uncommon.  For each selected occupation the category that is most representative in each country is to be identified.  Representative here means the modal category associated with the selected occupation. The appropriate step within the category is determined by the seniority specified for the selected occupation.  

3.
Take, for example, a Draughtsman– selected occupation number 42 in Box 3.  If the distribution of Draughtsmen is 15 per cent T1, 25 per cent T2, 35 per cent T3, 20 per cent T4 and 5 per cent P1, then T3 is selected as the modal category.  If 5 years seniority has been specified for this particular occupation and if each step is 12 months, the salary for category T3 with five years seniority will be 46,800 (equivalent to five steps).  But if each step was 18 months or 24 months, five years seniority would be equivalent to four steps and a salary of 45,400 in the case of 18 month steps and to three steps and a salary of 44,000 in the case of 24 month steps.  

4.
It can happen that the distribution of employees over the categories associated with a particular occupation is bimodal, or approximately bimodal.  In such cases the salary of both categories should be determined and an arithmetic average taken of the two.  For example, if in the distribution of executive officials in the previous paragraph categories T2 and T3 were both 30 per cent, the salary – assuming steps of 12 months - would be 40,300 for T2 and 46,800 for T3.  In this case the basic salary for an executive official with skill level III would be the arithmetic average of the basic salaries established for these two categories – which is, (40,300 + 46,800) / 2 or 43,550.





The compensation of employees reported for each selected occupation must be annual.  This is not a particularly difficult requirement.  Salary scales usually show annual amounts and any revisions to the salary scales that take place during the reference year are relatively straightforward to accommodate.  When there are revisions, a weighted average needs to be calculated.  This can be illustrated by returning to the example of the Draughtsman in Box 5.  If a five per cent increase in salaries came into effect in October of the reference year, then for the first nine months the salary for category T3 would be 46,800 and for the last three months it would be 49,140.  The weighted average of the two – ([46,800 x 9] + [49,140 x 3]) / 12 – provides the basic salary required, namely:  47,385.

The compensation of employees should also be the national average taking into account the differences in compensation which may arise both between various levels of government – that is, between central, regional, state and local governments - and within the same level of government – that is, between different ministries and departments of central government or between different regional governments, state governments or local governments.  Unless there are national salary scales, this can be a problem because information on the various salary scales that need to be consulted may not be readily available.  Even if it is available, there is still the question of how to combine them.  In principle some form of weighted average should be used.  

One solution that may be used in the absence of national salary scales is to use only the salary scales of central government.  The validity of this approach depends on the extent to which the wages and salaries paid by central government are representative of those paid by general government.  Some adjustments may be necessary to make them more representative such as excluding the allowance paid to compensate for the higher costs associated with working in the capital city.  But it is not a complete solution because there are occupations – such as teachers or doctors in some countries – that are only employed by regional, state or local governments and not by the central government.  For the selected occupations that fall into this group, the need to refer to the salary scales of the appropriate level of government remains.
For international comparisons, the compensation of employees reported for the selected occupations needs to be adjusted for differences in the numbers of hours actually worked in the different countries.  In addition to compensation of employees, countries are therefore required to report the number of hours regularly worked per week – excluding overtime – and the number of weeks worked per year.  The latter is obtained by deducting all paid holidays including annual leave and public holidays. This information is to be supplied on the reporting form in Box 7 below.

Reference PPPs

Box 2 showed 26 Basic Headings for government. Of these, prices are to be collected for six health goods and services and information on compensation of three types of employees.  No price data will be collected for the remaining 17 Basic Headings. The PPPs for these Basic Headings will be calculated from price data that have been collected for other Basic Headings.  Such PPPs are called Reference PPPs.  The reference PPPs are listed in Box 6.  
	Box 6:  Reference PPPs for individual services and collective services 

	Basic heading
	Reference PPP

	INDIVIDUAL SERVICES

	Housing

	  13.01.11.1 Housing
	PPPs for actual rentals

	Health benefits & reimbursements

	  13.02.12.4 Hospital services
	PPPs for production of health services by government (before deducting receipts from sales)

	Production of health services

	  13.03.22.1 Intermediate consumption 
	PPPs for individual consumption expenditure by households on the domestic market (excluding all basic headings with reference PPPs)

	  13.02.23.1 Gross operating surplus
	PPPs for gross fixed capital formation

	  13.02.24.1 Net taxes on production
	PPPs for production of health services by government (without net taxes on production and before deducting receipts from sales)

	  13.02.25.1 Receipts from sales
	PPPs for production of health services by government (before deducting receipts from sales)

	Recreation and culture

	  13.03.11.1 Recreation and culture
	PPPs for individual consumption expenditure by government (excluding social protection, recreation and culture, and before deducting receipts from sales)

	Education benefits & reimbursements

	  13.04.11.1 Education benefits and  reimbursements
	PPPs for production of education services by government (before deducting receipts from sales)

	Production of education services

	  13.04.22.1 Intermediate consumption
	PPPs for individual consumption expenditure by households on the domestic market (excluding all basic headings with reference PPPs)

	  13.04.23.1 Gross operating surplus 
	PPPs for gross fixed capital formation

	  13.04.24.1 Net taxes on production
	PPPs for production of education services by government (without net taxes on production and before deducting receipts from sales)

	  13.04.25.1 Receipts from sales
	PPPs for production of education services by government (before deducting receipts from sales)

	Social protection

	  13.05.11.1 Social protection
	PPPs for individual consumption expenditure by government (excluding social protection, recreation and culture, and before deducting receipts from sales)

	COLLECTIVE SERVICES

	  14.01.12.1 Intermediate consumption 
	PPPs for individual consumption expenditure by households on the domestic market (excluding all basic headings with reference PPPs)

	  14.01.13.1 Gross operating surplus
	PPPs for gross fixed capital formation

	  14.01.14.1 Net taxes on production
	PPPs for production of collective services by government (without net taxes on production and before deducting receipts from sales)

	  14.01.15.1 Receipts from sales
	PPPs for production of collective services by government (before deducting receipts from sales)


The choice of reference PPP is self-explanatory in most cases.  For example, the reference PPPs for housing are the PPPs for actual rentals and the reference PPPs for gross operating surplus - which in fact is equal to consumption of fixed capital as net operating surplus is likely to be insignificant - are the PPPs for gross fixed capital formation.  
When there is no obvious choice of a reference PPPs, a neutral average is chosen instead.  For example, the reference PPPs for intermediate consumption in collective services are the PPPs for individual consumption expenditure by households on the domestic market (excluding all basic headings with reference PPPs) and the reference PPPs for recreation and culture and for social protection are the PPPs for individual consumption expenditure by government (excluding recreation and culture, social protection and before deducting receipts from sales).  

There is a certain amount of duplication in the derivation of some of the references PPPs.  For example, the reference PPPs for hospital services are the PPPs for the production of health services by government before deducting receipts from sales.  These reference PPPs are therefore weighted averages of the PPPs for compensation of employees, intermediate consumption, gross operating surplus and net taxes on production.  Of these four items, only the PPPs for compensation of employees are based directly on price data.  The PPPs for intermediate consumption, gross operating surplus and net taxes on production are themselves reference PPPs.

Reporting prices

The prices of pharmaceutical products, other medical goods, therapeutic appliances and equipment, and for medical, dental and paramedical outpatient services are collected at the same time as the prices of other goods and services for household consumption expenditure.  For government, the only additional price collection relates to compensation of employees.  Box 7 shows the information required for each of the selected occupations.

	Box 7. Information to be reported for compensation of employees in general government

	

	Occupation code number
	E.g. 06

	Occupation description
	E.g. Nurse

	SPD code
	

	

	Annual compensation of employees
 of which:
	

	Gross wages and salaries
	

	Employers’ actual contributions to social security funds
	

	Employers’ imputed contributions to social security funds
	

	Income in kind
	

	Housing
	

	Food and meals
	

	

	Number of regular hours worked per week
	

	Number of days worked per week
	

	Number of days of annual leave per year
	

	Number of public holidays per year
	

	

	Year for which data are reported (2004 or nearest year available)
	

	

	Currency unit
	


� 	System of National Accounts 1993, Commission of the European Communities, International Monetary Fund, Organisation for Economic Co-operation and Development, United Nations, World Bank, 1993. The detailed  definition of  government is given in paragraphs 4.101 to 4.131.


� “Classification of the Functions of Government (COFOG)”, in Classification of Expenditure According to Purpose, United Nations, New York, 2000.





�	International Standard Classification of Occupations 1988, International Labour Office, Geneva, 1990.





