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INTRODUCTION

Economists and statisticians desiring a better basis for measuring economic trends, levels of wellbeing and monitoring poverty across countries have sought to develop measures that convert indicators and aggregates such as Gross Domestic Product (GDP) and other economic statistics, measured in national currencies, into a common accounting unit. Because market exchange rates are based on short- term factors and are subject to substantial distortions from speculative movements and government interventions, comparisons based on exchange rates, even when averaged over a period of time, such as a year, yield unreliable and misleading results. Associated with this is the problem of how to make aggregates that maintain the sense and meaning of their components.  What is the economic growth of a region?  For instance, the economic growth of China and India, is it the growth of each individual country, or an aggregate that somehow blends the performance of each country in such a way as to generate a meaningful aggregate rate of growth.  What is understood by the term economic growth?  Is it just shorthand for the well being of the people of a geographic region, or is it the average well being of a citizen of China (as this is by far the largest country)?  Is it the well being of a typical person, the well being of the median, or even, is it the well being of the poorest person?  All these questions depend critically first on the understood meaning of the measure of income or growth, second on the way in which this measure is obtained, third on the way in which this measure is aggregated in each country, and finally, even more difficult, the way in which this measure is extended beyond a single country to encompass an entire region.  The following quote from the Economist of August 2001 highlights one aspect of the issues.

“Morgan Stanley predicts global growth of 2.4% for this year, down from 4.8% in 2000. J.P. Morgan, on the other hand, is gloomier, with growth forecast at just 1.6%. However, closer inspection reveals that the difference between the two forecasts is due largely to different methods used to add together individual countries' growth rates. Morgan Stanley, like the IMF, uses weights based on countries' GDP measured at purchasing-power parity (PPP), which adjusts for differences in price levels between countries. J.P. Morgan uses weights based on GDP at market exchange rates. The PPP method gives far more weight to emerging economies, especially to China, and since these economies are growing faster than rich ones, the PPP-based figure for global growth comes out higher. Whichever measure you take, though, the world economy is dangerously close to recession.
”

The problems associated with comparing GDP and other development indicators across countries, given the shortcomings associated with conversions based on market exchange rates, are neither new nor unrecognized. Indeed it was the recognition of these problems by the international community in the sixties that led to the launch of the International Comparison Program (ICP), with a view to generating Purchasing Power Parities (PPP). By establishing purchasing power equivalence, where one dollar purchases the same quantity of goods and services in all countries, PPP conversions allow cross-country comparisons of economic aggregates, free of price and exchange rate distortions. 

It is widely acknowledged that exchange rates neither measure relative price levels nor move with domestic prices over time. Their use in converting GDP values yields inconsistent and distorted results.  For instance, according to the World Bank Atlas, which publishes per capita GNP converted to US dollars, using three-year average exchange rates, Japan’s per capita GNP was 67 per cent of that of US in 1985.  It shot up to 147 percent in 1995. This was not because of superior performance of the Japanese economy but because of the phenomenal appreciation of the Japanese yen versus the US dollar. Conversely, China’s per capita GNP remained constant at 2.2 percent of US from 1985 to 1995 despite the fact that the Chinese economy grew five times faster than the US economy.  This was because China depreciated its currency more or less at the same rate as its relative rate of real growth vis-à-vis US. It is further acknowledged the PPP based comparisons provide a more realistic assessment of relative performance.
While the industrial countries have moved ahead and adopted PPP, developing countries have not taken similar steps. It is legitimate to ask: Why have developing countries lagged behind in implementing the ICP program? What are the major impediments and problems faced by developing countries, associated with the collection and compilation of ICP related data? What steps need to be taken to accelerate the collection of data required for the calculation of PPPs? This paper briefly reviews these issues and outlines a strategy of how the ICP program could be successfully pursued in the developing regions of the world. 

DATA REQUIREMENTS

The ICP was established in 1968 as a joint venture of the United Nations, the World Bank and the University of Pennsylvania.  In the initial comparison, launched in 1970, some ten countries participated. By the time of the latest round in 1993, ICP had expanded to almost a global program. However, the progress in collecting price data has not been entirely satisfactory, except in the industrialized countries where the Organization for Economic Cooperation and Development (OECD) in collaboration Eurostat has continued to regularly collect price data to estimate PPPs in its member states.
 Unlike the industrialized countries, the developing countries have not actively participated in the ICP, even though the importance of PPP data has increased in tandem with increased concerns about poverty and the greater integration of markets through the process of globalization.

Underlying the concept of PPPs is a theory, originally attributable to Gustav Cassel, which posits that the value of a currency is closely related to the amount of goods and services that a unit of currency can buy in its country of issue, i.e. its internal purchasing power. Thus, implicit in all PPP calculations is the estimation of the ratio of internal purchasing powers or the inverse of the price levels for all goods and services in the various countries concerned.

Put in its simplest binary form an absolute PPP is given by the ratio of the price levels in two countries.
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These ratios can be calculated in total and in detail for various lower levels of disaggregation of expenditure components.

The ICP produces GDP estimates converted to a single currency by means of PPPs rather than exchange rates. The ICP seeks to establish a system of comparing real income and poverty of nations based on PPPs rather than exchange rates. Computation of PPPs requires comparing prices of like items of expenditure across national boundaries. For these purposes, a first prerequisite, therefore, is that prices are available for a standardized basket of goods and services for all countries. A second prerequisite is that expenditure weights are available for the component elements of GDP.

Ever since its launch, the ICP program has laid greater stress on the collection of prices for standardized baskets of commodities and services than on improving the scope of GDP estimates. Elaborate specifications of the goods and services to be priced have been developed to support the data collection effort. Equally elaborate guidelines for the conduct of price surveys have been established. These cover procedures for selection of outlets, the requirements for ensuring that the prices are nationally representative of the various zones and geographic units in a country. The overriding goals are to ensure that the prices are nationally representative and are comparable across countries. Most other work done has focused on the development of aggregation methods.
For computation of PPPs, detailed expenditure weights of good quality are needed. At the broadest level, information on GDP by expenditure categories broken down by actual consumption by households (consumption expenditures of households and non-profit institutions serving households, plus individual consumption expenditures by government), collective consumption by government, gross fixed capital formation, changes in inventories, acquisitions less disposals of valuables, and net exports is required. For the ICP, national accounts based expenditures need to be reported at the level of 150 to 250 basic headings or expenditure categories (the number of required basic headings varies between regions), as the weights are used to combine basic heading parities in order to arrive at PPPs for aggregated measures such as GDP.  

 
However, for many countries expenditures on GDP are simply not available at a sufficiently detailed level, if available at all. Many countries have tended to focus their efforts on the computation of GDP by industrial origin. In estimates of GDP by expenditure categories, household consumption, the largest component is derived as a residual. A recent review
 indicated that  of the 190 countries reporting NA statistics to the United Nations (UN), approximately 130
 countries report GDP by expenditure, while only 40+ (of which 22 are OECD countries) private final consumption expenditure by purpose (COICOP). Furthermore, the detailed breakdown in the UN database refers to two digit COICOP level (12 purposes), while the required reporting level for the ICP (basic heading level) is four digit level (app. 120 purposes) supplemented with even more detailed product-information for certain groups.
 Therefore, national statistical offices will only be able to extract this information directly from their national accounts if detailed supply-use tables are part of their national accounts. Much of the same story holds for government consumption expenditures. While government expenditures by purpose (COFOG) are needed at a two digit COFOG level, no more than 35 countries (of which 10 are OECD countries) provide a breakdown by one digit COFOG.     

 In the face of these circumstances, past PPP calculations used a variety of methods to gap fill. These have included the use of available expenditure data in the national accounts  of a given country. When data were available only on the broad expenditure categories of GDP, these data were used as control totals for allocations across more detailed categories. In instances where no expenditure data on GDP were submitted by countries, the first option was to consult national statistical offices, and statistical publications of other international organizations for actual data. Household expenditure surveys, and CPI weights were tapped; however, if no data were available, the option used was to apply the percentage distribution of a comparable country that participated in the ICP phase. In brief, the resulting expenditure weights in some instances were no more than guesstimates. The data sets available are not strictly comparable and thus impact on the ultimate reliability and accuracy of comparisons under the ICP program.
In respect of the price information required for ICP computations, special price surveys are mounted. However, most countries find the price surveys that are conducted every five years or so relatively costly and resource intensive.  Countries are confronted with difficult choices involving statistical priorities; countries have to fund these price surveys in order to participate in a new round of the Program.  Many are unable to join the international effort and others find it hard to continue.  Also, countries do not find the price data of much direct relevance for setting country policies.  A key question that proponents of the ICP have grappled with is how to increase the policy relevance of the data and make the data collection more affordable so that the ICP survey becomes regular and continuous. To this end much methodological work has been done to evolve “short cut” and “limited information” based methods to lighten the burden on developing country national statistical systems. Attention has also been directed at incorporating ICP related price requirements into national statistical programs of price collection in the context of work on Consumer Price Indices (CPI).
Other factors that have seemingly inhibited progress include a) unfounded fears and misconceptions about the possible use of ICP based numbers in the determination of eligibility and access to concessional assistance (including IDA), trade preferences linked to the Generalized System of Preferences; the use of ICP data are seen as detrimental;  b) unresolved debates on methodological issues have contributed to the reluctance; c) gaps in the availability of basic data to permit the calculation of GDP in accordance with international recommendations as embodied in the 1993 SNA. 

Despite the limited success of past rounds in expanding country coverage, PPP based estimates remain in great demand as they largely eliminate the inconsistencies inherent in exchange rate conversions. The need for PPP based estimates has become even more urgent because of greater volatility in currency markets. For instance, in the aftermath of the 1997 East Asian crisis, the GDP levels of the affected countries, converted into US dollars for purposes of comparisons, were grossly distorted by the sharp depreciation of currencies. Thus, as a consequence of the exchange rate changes of 1997-8, the weights of stable currency countries like India and China increased, versus the previously fast growing economies of East and South East Asia, even more than previously. 
On the other hand, PPP based comparisons, however weak, underpin global and comparable estimates of poverty; in the European Union the PPP based GDP numbers are firmly established and extensively used. Indeed the EU, acting through Eurostat, is now contemplating introduction of regulations governing the calculation and use of PPPs.

 
The ICP is in a vicious circle – without better quality, continuity and coverage, the data cannot be used for policy and administrative purposes; without more extensive policy and administrative use, countries and organizers find it hard to muster resources to join and stay in the Program and improve coverage, continuity and reliability of the data.  

It is against this background that the international community, spearheaded by the World Bank, the International Monetary Fund and the United Nations, has planned the next ICP round – the Millennium Round.    In-depth reviews of ICP have concluded that the Program must be improved rather than abandoned.  The group of experts has made many recommendations, notably to make it easier for countries to participate in the Program by integrating it into their regular statistical activities and making the data more policy relevant.  Thus, the next round of surveys, to be launched in a year or two, is built around the hope that the round would break the vicious circle. Before launching the survey, these organizations have commissioned a number of research papers addressing issues including data availability, quality, and policy use of the data.  The present study is one of several such studies commissioned by the World Bank
. 
While the international agencies will continue to focus on resolving thorny issues connected with the price related aspects of the ICP program, closer attention will be paid to improving the quality, comparability and level of detail of the GDP numbers entering into PPP based international comparisons. This paper takes up these issues relating to the improvement of GDP estimates.
THE SNA AND ITS IMPLEMENTATION

From an ICP perspective detailed estimates of GDP by expenditure are an essential prerequisite. As noted earlier, most developing countries have focused on the preparation of GDP estimates by industrial origin while largely ignoring the expenditure side of the national accounts.  For purposes of the ICP, the level of detail required in the national accounts of a participating country can be summarized in the following terms.
Table 1
Expenditure breakdown as required for the ICP

	GDP
	Consumption exp. by households

(incl. NPISH)
	Consumption exp. by government
	Gross fixed capital formation
	Changes in inventories
	Acquisitions of valuables, net
	Net exports

	Level of required details
	Breakdown by purpose / product-groups (CPC or similar)

117 or more ‘basic headings’
	Breakdown by purpose (COFOG) – to separate individual and collective consumption. 

In addition, collective consumption should be broken down by cost: Compensation of  employees; Intermediate consumption; and Consumption of fixed capital
	Breakdown by type of asset

15-20 ‘basic headings’
	No breakdown required
	No breakdown required

(Not included in the 1968 SNA nor the list of expenditures needed for ICP)
	No breakdown required


Source: Expenditure Weights for PPP Aggregations:  by Barbro Hexeberg, Chandrakant Patel and Thilak Ranaweera
While the 1993 SNA, in theory, provides a road map and uniform standards designed to aid the compilation of reliable and internationally comparable national accounts, these objectives remain a distant goal for a variety of reasons. Many countries have yet to move towards full implementation of the system. The statistically less advanced countries, in particular, have made slower progress than the more advanced and statistically developed countries. Progress has been constrained by a number of factors. A principal and common limiting factor has been the availability of basic data, representing the building blocks upon which the SNA based accounts are constructed. Limited resources and organizational limitations have impacted on the ability of countries to launch comprehensive surveys and censuses and take full advantage of available administrative data to measure fully the totality of economic activity. In the absence of full and recent data, national statistical offices fall back on outdated benchmarks that are then extrapolated. Two areas of particular concern are the measurement of agricultural activity and that of services. In addition, as noted earlier, in many countries private household consumption, the largest component of aggregate demand, is not directly measured but derived as a residual.

Limited data availability translates into weaker and poorer coverage of various sectors of an economy, and in particular the hard to measure informal sector activities. Thus, countries with large informal sectors tend to under-estimate overall output. Similarly, countries with a sizable underground or “black” economy face acute problems of fully capturing all economic activity. 

Country circumstances and situations have also influenced the adoption of internationally recommended classifications. Countries at different stages of economic development have adopted classifications with varying degrees of detail. Thus inter-country comparability of data is adversely affected.
History has also played a role in that countries that had previously adopted a system of central planning, as the mechanism for economic management, used a framework for the compilation of economic accounts based on Marxist economic theory. The system of accounting in use, the Material Product System (MPS), excluded the measurement of “non-productive services” and used a set of prices that were centrally set. Although, China and the Transition countries in re-orienting their statistical systems have adopted market-based economic concepts, there are remnants of the MPS embedded in current statistical methodologies and concepts employed by these countries. Thus, the national accounts of these countries do not strictly conform to the SNA and are not wholly comparable to those of other countries.

A problem of some significance concerns the measurement of price trends. In many countries these represent the weakest set of statistics. Weak price statistics translate into weak deflators. These in turn impact on the resulting calculations of output and growth in real or constant price terms. A linked or related issue concerns the choice of base years. In many countries the base years are revised at infrequent intervals. Thus, structural changes in an economy, particularly one that is growing rapidly and diversifying its production, are not fully reflected in the accounts. The resulting overall growth rates reported in the national accounts are distorted.

The issues alluded to above contribute to the reality that individual country estimates of GDP are approximations of the true levels of output. Thus, the GDP numbers for different countries are not strictly comparable. Equally, the growth rates derived for each country are also not comparable across countries. It must be emphasized that inter-country comparisons of economic performance need to be viewed as, at best broad and reflecting trends rather than be seen as precise measures. Due caution must therefore be exercised in making cross-country comparisons irrespective of whether the comparisons are based on national currency denominated aggregates or in terms of either exchange rate or PPP converted numbers.
From the perspective of the ICP program, a key and critical requirement is that countries take steps to improve their national accounts. The improvements entail closer adherence to international standards, e.g. the SNA and various classification schemes, comprehensive coverage of all economic activities, and closer attention to issues of data quality. Therefore, the first priority should be a clear strategy for improving the availability of basic data to permit fuller and systematic implementation of the 1993 SNA. Along side these actions, there needs to be a refinement of the system of price collection with ICP requirements more closely integrated into regular price collection programs. The ICP program cannot and must not be pursued as a stand alone exercise. It needs to be viewed as an integral part of a country’s overall statistical program. ICP related tasks need to be factored into overall national statistical priorities.
The 1993 SNA provides an integrating framework for data collection. Indeed, the SNA is more than a system for guiding the compilation of national accounts. It represents an organizing framework for the collection of comprehensive economic statistics serving multiple purposes and user needs. The underlying data needed for estimating national accounts, useful as a tool for macro economic policy formulation, economic analysis, and monitoring economic performance also underpin poverty analysis and the tracking of social developments embodied in the Millennium Development Goals (MDG).  

Moving towards implementation of the 1993 SNA will demand a quantitative improvement in the flow of basic data. It must be stressed that without such improvements, the goal to move to the 1993 SNA will be unattainable. It is in this context that it is necessary to comprehend the nature and scope of the 1993 SNA. Based on such an understanding, it is feasible to formulate a strategy for basic data development centered on the launch of new surveys and the greater and more systematic exploitation of administrative statistics generated through regulatory processes of government.
THE SNA AS A FRAMEWORK
The 1993 SNA provides an updated organizing framework for compiling comprehensive economic accounts for a nation. The SNA 1993 has been accompanied by a revision of industry, commodity and other classifications. The SNA 1993 also embodies many new features. Beyond updating, clarification, simplification and harmonization of the system, the new system highlights the concept of institutional sectors into which the economy can be divided, and provides clearer rules of accounting and valuation. A more comprehensive view of the economy is provided through the incorporation of balance sheets for the institutional sectors. The framework is also applicable to all circumstances, irrespective of the stage of economic development. The SNA 1993 has emerged as the single unified system for national accounting; the Material Product System, used in socialist countries in the past, ceases to exist. However, some features of that system are now incorporated into the new system. The 1993 SNA
 thus offers a comprehensive framework around which a detailed work plan covering the range of economic statistics can be established.  
The full SNA, although ambitious and comprehensive in scope, is flexible and can be adapted to the needs of countries, large and small, statistically advanced or in transition. The inbuilt flexibility of the system permits countries to implement the SNA in gradual stages and enables them to emphasize those parts that are particularly relevant to their circumstances and stage of economic development. It should be further noted that the framers of the system had no expectation that all countries would implement the full system. 

A key feature of the SNA 1993 is that it looks at an economy as consisting of six major institutional sectors, namely:

Government

Non-financial corporate and quasi- corporate sector

Financial corporate sector

Households

Rest of the world

Non-profit institutions serving households

The output of the above institutional sectors, taken together makes up Gross Domestic Product, a key aggregate measure of economic activity. Thus data gathering can be linked to these institutional sectors and organized appropriately. 
A LONGER TERM STRATEGY FOR DATA DEVELOPMENT
Using the SNA institutional sectoring outlined above as a point of departure, it is feasible to define the basic data elements that are needed. National statistical offices should be encouraged to review existing data flows as a first step. Once the gaps and shortcomings in existing statistical collections are identified for each of the sectors, it would be possible to systematically organize an overall approach for data improvements and new collections. 
Implementation of the SNA in most countries that have limited or weak basic data sets will demand actions that address current data gaps. It must be stressed that without called for improvements in the availability of basic data, implementation of the 1993 SNA is unlikely.  Countries need to put in place a well defined and coherent work program that emphasizes an optimal and cost effective approach. In most countries, national statistical services rely upon a combination of data sources made up of administrative data, censuses and sample surveys to compile value added. To this end, new initiatives should be a combination of new surveys and more intense exploitation of administrative data.
Two other major features of the SNA 1993 merit comment. The system permits disaggregation of key aggregates through the use of classification schemes. Thus, for example, within each sub-sector, it is feasible to classify by industry categories in accordance with the International Standard Industrial Classification (ISIC); government expenditures can be classified by function through the use of the Classification of Functions of Government (COFOG).  It is therefore important that attention is directed to the development and adoption of appropriate classifications. The SNA also permits the preparation of the full sequence of accounts covering current, capital and financial transactions. To this end information needs to be collected in an integrated manner from reporting units.

A broad assessment of potential data sources is in order. This is done in respect of each institutional sector.

For estimating the Government sector’s contribution to GDP, the revenue/expenditure and development budgets of the government represent the primary data source. In the case of most countries the Ministries of Finance are in a position to provide the requisite information. The basic data however needs to be classified by COFOG at a detailed level (70 functions). National statistical offices need to develop collaborative arrangements with Ministries of Finance to implement COFOG. In the interim a more aggregated version with a breakdown on 12 divisions, can be used with appropriate adjustments.

For the Non- Financial Corporate and quasi-corporate sector, made up of all incorporated businesses and entities that maintain full accounts, irrespective of size and type of sector activity, most countries obtain the data either from tax returns or by canvassing special surveys of enterprises. In a large number of countries, data in respect of this institutional sector are weak. In instances where existing data are not available or are weak, it would be necessary to launch a new Integrated Business Enterprise Survey (IBES). Since the survey represents potentially a major survey initiative, some elaboration is appropriate.
Integrated Business Enterprise Survey: The IBES should be designed and launched as an annual survey to collect comprehensive data from enterprises. It should be designed to collect relevant data for compilation not only of the National Accounts, but should also provide information for the estimation of certain components of the Balance of Payments, and private capital flows and other investment indicators. The survey should cover all enterprises, irrespective of industry sector of operations, and should be modular in structure, covering the full set of financial accounts appropriately disaggregated to support the national accounts compilations. Other appropriate modules to obtain output information, employment and wage data, should accompany the main form. 

The importance of the IBES as a statistical tool cannot be over emphasized. Beyond serving the data needed for compilation of institutional sector accounts, the IBES outlined below, if implemented, will serve two other objectives: that of developing a system for monitoring private capital flows and the creation of a database profiling the size, characteristics and development of the private sector, thus permitting close monitoring of the most dynamic sector in the economy. The rationale for an IBES is further strengthened if account is taken of the fact that the resulting new database would permit studies of competitiveness; the roles played by foreign and domestic capital, the effectiveness of tax concessions and holidays as a device for attracting capital and more importantly provide vitally needed information for better debt management. 

The survey should cover these entities either on a complete enumeration basis or by sampling the entities, which are registered joint stock or limited liability companies operating in the country. The corporations covered would include locally incorporated entities, direct investment corporations, subsidiaries of foreign companies and branches of foreign corporations operating in the country. Each of these sub-groups would need to be separated in a master list. Developing a master list or directory will be a first and necessary step. Existing records supplemented, where necessary, by lists maintained by the tax authorities, Chambers of Commerce and other entities would need to be tapped to create a register. An initial screening questionnaire should then be used to collect key characteristics of the enterprises to reflect size in terms of either paid up capital or sales volumes or employment and by the ISIC classification at the two digit level. Following the creation of the list, it will be appropriate to decide if a complete enumeration of all enterprises on the list or a combination of complete coverage of the larger entities along with a sample of the smaller sized enterprises is appropriate. Given the history of poor response in most countries, the survey cannot take the form of a mailed questionnaire inquiry. A two-stage approach is suggested. During the initial visit the interviewer would drop off the questionnaire and outline the nature of information that was being requested and set a date for the substantive visit during which the questionnaire would be administered. This would provide respondents time to prepare and assemble data. This approach is also likely to build confidence and lead to greater cooperation from respondents. A highly trained team of interviewers will need to be constituted to interview senior level corporate executives. The interviewers should be at the level of statistical officers and will need to be trained in accounting methods.

 
A key consideration that requires close attention concerns the issue of which agency in the government should take responsibility for managing and carrying out the survey. In the majority of countries the national statistical office has the prime responsibility for such surveys. These offices also have legal powers, under the statistical laws of the country, to seek information and where necessary to compel respondents and in appropriate circumstances apply penalties specified in the statistical laws of the country. It is recommended that the NSO should assume the lead role in the carrying out of the survey. However, there must be a clear and unequivocal understanding that the data generated through the survey is to be shared with other agencies. 

Some observations in respect of the scale and scope of the survey are in order. The structure of the questionnaire should be modular. Suggested lists of the items and data elements that ought to be incorporated are listed below. It must be emphasized that the data elements suggested are broad in scope but cover all essential items of information needed for the preparation of national accounts, the balance of payments, and the subset of information needed for monitoring flows of private capital. It must be further emphasized that a final determination of the content and scope of the survey must be done in consultation with both users and providers of data and be pre -tested in a pilot exercise. The range of information to be collected should include:

Classificatory Information: legal status, holding status, main areas of activities, tax status

Profit and Loss Statement: On the revenue side, apart from special earnings from sales of goods and services, investment income receipts, particularly from foreign sources would need to be identified. On the expenditure side the items shown should include sufficient detail to calculate intermediate consumption. The expenditure side of the statement should be disaggregated to identify payments to the rest of the world in respect of key service items (royalties, insurance, interest charges, and consulting fees).

Appropriation Account: Provision for taxes, and taxes paid; dividends paid, reinvested profits, grants received, other special appropriations, changes in shareholders funds would all be items of interest, and therefore identified in the questionnaire. Undistributed profits would need to be clearly identified as these, represent part of the reinvestment.

Balance Sheet: Both in respect of assets and liabilities, a distinction will need to be made between domestic and foreign holdings. Assets should be specified by type - investments and claims in branches or affiliated companies, fixed assets, inventories, long-term loans to non-residents, investments in other companies and holdings of foreign securities. A similar breakdown of liabilities would be needed. Aggregate shareholders funds would need to be broken down into equity capital, reserves and unappropriated profits. The information in this part of the questionnaire will be the core information for estimating FDI and other capital flows from abroad. 

Other Modules: It is suggested that a number of other modules be added. These should include one on employment and employee compensation. An attempt should be made to separate out expatriate workers and the amounts paid to them. A further module on ownership of the reporting company by type of holder - nominee company, resident individuals, resident corporations and foreign corporations would be highly desirable. A third module should seek information on investment in fixed assets by type - buildings, plant and equipment, other construction etc., - during the reporting period. Disposal of fixed assets would also need to be recorded in this module.
BOX 1: ESTABLISHMENT VERSUS ENTERPRISE SURVEYS
Most national statistical systems have hitherto geared their primary data collection pertaining to non- household based production on an establishment basis. The concept of the establishment, a unit or sub-unit engaged in production of commodities or services at a particular location, has been a core concept and central to data collection. Additionally, the focus was on the nature of inputs to generate a particular type of output. Commodity homogeneity was a key aspect in the measurement of output. The establishment based data collection approach precludes the collection of information on certain aggregates and data elements that are only available at the enterprise level and are recorded in profit and loss and balance sheet statements of enterprises. The 1993 SNA and its adoption of institutional sectoring, with emphasis on legal status and the need for integrated financial accounting information, it becomes necessary to collect data at the enterprise level. While in some countries data pertaining to enterprises are available from administrative sources, including tax records, in many countries it is necessary to carry out special surveys of private corporate entities. 

Conventional establishment surveys conducted by national statistical agencies have several features that do not fully lend themselves to gathering the data needed for the compilation of data on private capital flows.  Establishment Surveys  do not cover profit & loss and balance sheets accounts as these are not maintained at the establishment level but are only prepared at the corporate level. The establishment surveys have also conventionally used underlying concepts that are based on economic theory and are not sufficiently linked to business accounting. There are a number of other features associated with establishment surveys that merit mention. Establishments are more numerous and hence increase the survey workload on national statistical offices. There are other aspects associated with establishment surveys; such surveys are focused on the collection of data on production and distribution of commodities and services by geographic location. The data generated by such surveys are good for micro studies and micro planning. On the other hand, an enterprise or corporate based survey limits the number of units to be surveyed. The smaller universe reduces the work burden on NSOs, enabling them to pay greater attention to issues of data quality and timeliness. More timely reporting and production of data is an important gain. Requiring corporations to report financial data, based on business accounting concepts, also reduces the reporting burden on respondents.

It is for these reasons that surveys  that treat corporations or enterprises as the primary unit of enumeration represent an optimal approach that permit focused  collection of financial data in an integrated manner. It is in that context that surveys such as the Integrated Business Enterprise Surveys (IBES) have unique advantages.

A number of developing countries have either carried out or are contemplating the launch of surveys of the IBES type. Malaysia started a Financial Survey of Limited Companies in the late 1960s in order to collect financial data. Although the survey was not directly linked to data needed for national accounting purposes, it generated extensive data for monitoring FDI and other private capital flows, dividend remittances, equity ownership by foreign and domestic owners, and gross capital formation estimates for organized sector of the economy. In recent years the survey has been redesigned to meet SNA requirements. Bangladesh carried out an IBES in 1998. The Bangladesh survey was designed to generate data for both the compilation of institutional sector accounts for the non-financial corporate sector and for the balance of payments. The data were also used in the measurement of private capital flows. The Government of Jamaica considered the adoption of an IBES, primarily to measure private capital flows. The International Finance Corporation, in urging the launch of the IBES, pointed to the opportunities the survey provided for collection of relevant information from corporate entities in the context of national accounting requirements.  In recent years, The Macroeconomic and Financial Management Institute of Eastern and Southern Africa (MEFMI) commissioned a special study in respect of measurement of private debt and capital flows. The study recommended the use of IBES instruments for the purpose and presented the gains from better data flows that could contribute to the availability of national accounting purposes. The Ukrainian State Statistical Committee has agreed in principle to incorporate the IBES as a high priority survey in its work program under the statistical reforms it is launching. 

The data for the Corporate Financial Sector, made up of commercial banks, financial institutions including insurance companies, can generally be obtained from statutory returns filed with the Central Bank.  Central Banks normally collect comprehensive information from banks and other financial institutions on a regular basis in the context of exercising a regulatory and surveillance role. With some refinements, and greater collaboration between national statistical offices and Central Banks, it should be entirely feasible to collect all of the required information to compile institutional sector accounts. 
For estimating the contribution or share of Households to GDP, most countries rely upon a combination of tax records, retail sales and household surveys of expenditure. However, past Household Income Expenditure Surveys (HIES) have not yielded the types of data needed. These surveys have been narrowly confined to measuring household expenditures. A redesigned HIES would represent a high priority activity in many countries. 
Household Income and Expenditure Survey: The conventional view has been to treat households as consuming units. As such, surveys covering households have focused largely on expenditures incurred. As noted earlier, the 1993 SNA takes a broader view. It takes account of the fact that clusters of economic activities are anchored at the household level. Households are engaged in production as farmers, industry, and service sector activities or as sellers of labor services. They are owners of businesses either as sole proprietors or as partners with other households. In the past, these were deemed to be establishments. The conventional approach to measuring economic activity emphasized data collection at the establishment level.  Developing registers for such small- scale businesses, largely in the informal sector, has proven difficult and the problems are unlikely to be overcome. The 1993 SNA addresses this issue in part through the institutional sectoring arrangements. Such economic activities are seen in the institutional context as household activities. The new treatment accorded to households in the 1993 SNA therefore has important implications for data gathering. Coverage of such activities is best captured systematically through integrated household inquiries that cover both the income and expenditure dimensions. 


Although most countries have conducted HIES surveys in the past, these have taken a conventional approach with emphasis placed on covering household expenditures. Information on incomes is limited to seeking respondents to report total income without probing source or the nature of such income. Such aggregate information is of limited value from an analytical viewpoint or from the point of view of national income accounting. 


Moreover, such surveys have not been geared directly to generating data for either estimating the contribution of households to GDP or for developing income distributions for purposes of poverty analysis. The surveys have been somewhat narrowly directed to estimating weights for the Consumer Price Index (CPI). 

To satisfy the broader needs of the government, including data for estimation of institutional sector accounts for households, it will be necessary to carry out an integrated household survey, patterned on the methodologies incorporated in the World Bank’s Living Standards Measurement Study (LSMS)
. Such a survey would have, at its core, modules designed to collect both incomes and expenditures. The income module would attempt to measure incomes by source; wage income, entrepreneurial incomes, incomes arising from farming; production of goods, receipts from the sale of goods and services and transfer receipts would need to be covered.  In order to obtain estimates of net incomes, the survey would need to obtain information about inputs used in generating incomes. The expenditure module would be somewhat more traditional in scope and be patterned on conventional household expenditure surveys. It would however provide for imputations, a principal one being for owner occupied housing. 


It should be observed that The World Bank’s LSMS surveys have been widely used; they have been tested and applied in some forty large and small countries at different stages of development, - developing and transition economies in the process of becoming market economies. It should be further noted that the LSMS type surveys are flexible instruments as additional modules can be added. A well designed HIES, with appropriate supplementary modules reflecting emerging data priorities, could generate adequate measures of social change and permit poverty monitoring in conformity with the objectives of the Millennium Development Goals.


The LSMS type surveys have a number of other attractive features which merit mention. The World Bank has developed manuals and analytical frameworks. The latter provide guidance on the preparation of poverty profiles, an area of considerable policy interest. Data processing packages exist that permit speedy processing. Taken together, what is being suggested is that existing World Bank and other initiatives in the area of household surveys be utilized more systematically to generate data needed for improving the availability of data required for the compilation of national accounts.
BOX 2: THE ROLE OF HIES IN BANGLADESH: A CASE STUDY


Bangladesh estimated Private Final Consumption expenditures as a residual in its national accounts prior to 1997.  In the revised national accounts, this component was estimated directly using data from the Household Expenditure Survey (HES). Total household expenditures from HES were divided into 8 groups and 40 expenditure categories. These expenditure categories include 35 major food items and 30 major non-food items. The estimates of private consumption from the HES data were adjusted with the aid of product account of various commodities and other data sources to arrive at final private consumption expenditures. The commodity flow approach implies working of commodity balances of various consumption items, taking into account production, intermediate consumption, net exports, stock variations and household and non-household consumption.


The resulting private consumption estimates were still weak because no adjustments were made imputed consumption covering own produced goods and services, especially for owner occupied dwellings. A second kind of adjustment, which is needed for hard to measure items of consumption, particularly of so-called socially undesirable expenditures, on items such as tobacco and alcoholic beverages. Nevertheless, the use of HES data represented a major departure from past methodology and a distinct improvement in the scope of the accounts.

For the new HES in 1998-98, it was decided to redesign and expand the scope of the survey in a manner to collect a fuller range of data that would serve to aid the estimation of Private Household Consumption in the context of the 1993 SNA. It was further agreed an endeavor be made to collect household incomes in an effort to compile institutional sector accounts for households.

The draft questionnaire, patterned on the LSMS survey canvassed in Nepal,, took account of broader data requirements. The questionnaire incorporated ten sections covering:

An expanded Household Roster designed to collect some employment/labor market information.

A module dealing with information on dwellings and the amenities available including activities connected with the collection of fuel wood and water for household use.


Another module deals with access to social facilities.

The fourth module dealt with household outlays on food and non-food items. The questions are structured in a manner to elicit information on both purchases, consumption out of home production, and in-kind receipts. 

For non-food items of a durable nature, an inventory of items owned was to be included. The inventory was to serve two purposes: firstly, improve reporting of infrequently purchased items (thus improving data quality) and second provide a broad measure of ownership of items of a "luxury" nature.

A module on wage income from farm and non-farm activities was included.

In an endeavor to obtain reliable information on non-wage farm incomes, information on land and livestock holdings, along with cropping patterns was to be collected. The core of the module dealt with production and uses of output and also inputs into production and information on livestock rearing and the ownership of farm equipment.

A module on non-farm activities anchored around households, in their role as producers of goods and services, was also included. The module was designed to collect information on the general characteristics of non-farm activities undertaken by households, the nature of inputs used, and the revenues earned.

The extent to which loans and borrowings underpin the production activity, information was sought on the assets owned, and the use of credit. 

Since Bangladesh migrant remittances are an important source for funding both household consumption and investment a module to capture these flows was added.  

To aid effective exploitation of the new Bangladesh HIES, external consultants mapped the survey data to the household institutional sector accounts that were to be prepared in the near term.

The Rest of the World Accounts are based on the balance of payments compiled from a combination of data from administrative records and special surveys. The currently compiled BoP can be significantly improved, especially when new data flows from the IBES, the banking sector surveys, and the analysis of the government accounts are incorporated. Most countries have adopted IMF recommendations pertaining to the compilation of the BoP. It should therefore be entirely feasible in most countries to make rapid progress in the compilation of the Rest of the World Accounts.
Non-profit institutions serving households are made up of a variety of organizations. They include voluntary organizations, trade unions, religious societies, civic associations etc. In most countries these entities account for a relatively small share of GDP. A pragmatic and somewhat ad hoc approach to data gathering is called for. For the greater part, tax and administrative records, including annual reports of the larger entities, should provide the required information to estimate their contribution to GDP.
IMPROVING GDP ESTIMATES FOR THE MILLENNIUM ROUND
The proposals outlined above are more in the nature of longer term actions, and if implemented, will generate new and improved basic data. The availability of such data over the long run will lead to improved national accounts with sufficient disaggregation of GDP to satisfy ICP requirements. However, progress will only come about in the medium term and is unlikely to have a tangible impact in the short term. Thus, for the Millennium Round, alternative approaches for obtaining disaggregated GDP estimates will need to be explored and pragmatic solutions found. 

Based on both past practice and the proposed approach for the Millennium Round, GDP breakdowns by the following groupings are required: a) actual consumption by households (consumption expenditures by households and non-profit institutions serving households, plus individual consumption expenditures by government), b) collective consumption by government, c) gross fixed capital formation, d) changes in inventories, e) acquisitions less disposals of valuables, and f) net exports. 

As noted in Table 1, expenditure details are needed at the level of 150 to 250 basic headings or expenditure categories (the number of required basic headings varies between regions) to enable the calculation of  weights for basic headings and  the calculation of parities.

Such detailed information is not generally available for a large number of countries. Only some 40 countries (of which 22 are OECD countries) report private final consumption expenditure by purpose (COICOP). Such expenditures are generally reported at the two digit COICOP level (12 purposes), whereas ICP requirements demand data at the four digit level (app. 120 purposes). Compounding the problem is the fact that many countries calculate private consumption as a residual even though it accounts for as much as two-thirds of GDP. Similarly, for government consumption expenditures are needed at a two digit COFOG level; however no more than 35 countries (of which 10 are OECD countries) provide a breakdown by one digit COFOG.  Successful implementation of the Millennium Round will demand a major effort to close information gaps.   

Past rounds of the ICP have by necessity used approximations based on partial information; in other instances, when data were available only on the broad expenditure categories of GDP, these data were used as control totals for allocations across more detailed categories. In instances where no expenditure data on GDP were submitted by countries, a variety of estimation methods were used. These included the use of available data from household expenditure surveys and CPI weights. In instances, when no data were available, the option used was to apply the percentage distribution of a comparable country that participated in the ICP phase. For these reasons, the PPP based GDP estimates were not strictly comparable, and adversely impacted on the ultimate reliability and accuracy of comparisons.

Current proposals under consideration (see Expenditure Weights for PPP Aggregations) call for a somewhat more rigorous and focused approach.  They call for a more intense use of available data sources to improve the existing GDP estimates, particularly in respect of three component estimates of GDP: final consumption expenditure of households; individual and collective consumption expenditures by government; and gross fixed capital formation. The proposals can be briefly summarized as follows:

· For Households final consumption expenditure, when the national accounts incorporate an aggregate estimate or only a broad breakdown by purpose of household consumption, more detailed categorization should be attempted with the aid of data from household surveys and/or other suitable sources such as retail sales, VAT tax records and commodity flows.  If no breakdown of GDP by expenditure categories is available, total household consumption expenditure as well as the detailed weights should be based on the household expenditure survey (supplemented with additional sources available).Since survey data often underestimate household spending on alcohol, tobacco and the like, appropriate adjustments based on data on imports and domestic production should be made. The thrust of these proposals is essentially to eliminate reliance on the residually calculated estimate of household consumption and build independent estimates.

· For estimation of individual and collective consumption expenditures by government, the proposals call for greater disaggregation by applying 

COFOG. For countries that use a more aggregated version with a breakdown on 12 divisions, it is proposed that COFOG divisions 07 Health and 09 Education, 08 Recreation, Culture and Religion and 10 Social Protection be treated as individual consumption. For countries lacking this level of information in their national accounts, alternative data sources will need to be tapped. These include the use of GFS type tables based on an economic and functional analyses of government accounts. In instances where coverage is limited to central government expenditures, and when health and education services are mainly carried out by local government units, it will be necessary to analyze the accounts for local government units. Furthermore, with regards to some required details on health expenditures, such as out-patient versus hospital services, cost reimbursements for medical supplies used by households versus medicines used in hospital treatment, it might be necessary to go back to the initial sources or supplement with administrative data from the Ministry of Health. 

· Gross fixed capital formation has two main dimensions in terms of breakdown, one by category or type of asset, and one by kind of activity. Altogether, 55 types of assets are specified, grouped into 7 main categories: Dwellings (4); Non-residential buildings (10); Other structures (16); Transport equipment (7); Other machinery and equipment (13); Cultivated assets (2); and Intangible fixed assets (3). The ICP requires a relatively detailed breakdown of capital formation; however, the required details and aggregates are likely to be available from  supply side information; if however data by type of assets based on industries’ or institutional sectors’ demand for capital goods, no breakdown by type of assets is necessarily available. Most commonly, a wealth of different sources such as surveys of capital expenditures by businesses, data on finalized and ongoing construction projects, building permits, supply of building materials, Government accounts; trade data and motor vehicle registration records can be utilized to derive estimates of capital formation by type of asset.

Implementing the above data strategies will nevertheless present challenges. It will not be sufficient to merely provide participating countries with general specifications and guidelines. The agencies at the global and regional levels spearheading the Millennium Round will need to collectively mount a concerted effort to aid and assist countries. Assistance will need to take a variety forms. Four major initiatives can be envisaged. These should cover:

· An updated ICP Handbook elaborating on the methodologies outlined above. Practical examples should be provided to help countries embark on the types of calculations that will lead to the estimation of the disaggregated basic headings or expenditure categories needed for estimation of weights.

· To promote the systematic adoption of the standardized methodologies, important from the point of view of improving cross-country comparability, a series of regional workshops will need to be organized. The first round of workshops should aim to impart training, with a clear practical orientation, to statisticians from the participating countries. A second round of workshops would take the form of “clinics” at which country representatives would present preliminary outputs. 

· It is critically important that in each of the regions, the lead responsible agency deploy one or more experts to delivery advice and technical assistance to the national statistical agencies in the finalization of the data. 

· In countries that have limited human and budgetary resources, it would be necessary to provide modest supplementary resources to the national statistical offices to enable them to hire short-term domestic consultants to carry out the planned tasks.

Adoption of an approach that that emphasizes data improvements can be justified on several counts. Beyond generating the immediate ICP driven information sets, data improvements will directly contribute to improving the content and scope of the national accounts of the participating countries. The pay-offs from such improvements are considerable and would contribute to putting in place better macro-economic accounts for use in economic monitoring, expanded capacity for the adoption of sound macro-economic policies. Several other obvious benefits merit mention. The effort to improve the national accounts can be seen as a direct contribution to national statistical capacity building. Additionally, a well conceived national data improvement program linked to the global ICP is likely to change country perceptions of what the ICP contributes to the fulfillment of national data needs. The linkage will enhance country ownership of the ICP, thereby reducing latent resistance to the Program. Last but not least, the goal of integrating ICP into the main stream of national statistical programs would be greatly advanced if the ICP is seen to make a tangible contribution to improved national accounts and general capacity building. 

POTENTIAL ICP ROLE IN CAPACITY BUILDING

Past rounds of the ICP have been faulted on several counts. The rounds have been carried out at intervals of time and have not aimed at sustainable capacity creation in the participating countries. The ad hoc nature of the data collection effort has contributed to the lack of national ownership. The Program has clearly been under funded and such limited resources as were channeled, were for data collection rather than for strengthening national data collection capacities or for introduction of improvements in regularly collected data. The ICP was not conceptually linked to improving the national accounts of a country even though it was the GDP of countries that was being compared. There was a somewhat disproportionate emphasis on collection of prices with limited attention paid to the other pillar of the ICP, namely national accounts.
Can these weaknesses be addressed, and if so how? The forthcoming Millennium Round presents challenges. The challenges are represented by the need to re-evaluate the modalities for conduct of the Round; the application of lessons learnt from past Rounds; better funding of the Program; new governance arrangements for managing the global ICP effort; and coming to terms with the fact that that better GDP estimates are crucial to improvements in PPP numbers. In the final analysis, improvements in the national accounts will only come about if the issue of basic data is addressed. Countries need to mount a sustained effort at enhancing the flows of needed basic data in a systematic manner. The ability to do so is critically dependent on the development of effective statistical capacity through appropriate investments of domestic national resources, with supplementary resources from external sources. A carefully designed and balanced national work program is crucial. However, it must be noted that capacity building is manifestly difficult and can only come about in the medium term. It would not be inappropriate to view capacity building as an over-arching goal within the context of the ICP program. Thus, the ICP needs to be seen as a vital and catalytic program with broader goals than presently defined. To this end, there is a clear need to coordinate ICP activities with other global initiatives such as Paris 21 and the work on standard setting mounted by the IMF under its SDDS and GDDS programs. It is also imperative that special data collection programs such as the World Bank’s LSMS become better integrated.

As regards capacity building, there are number of important considerations that need to be borne in mind.  Much of the technical cooperation effort in the past has been directed at particular parts of the statistical system. Most technical cooperation projects have neglected, in their design, the notion of overall institutional strengthening. Projects launched were in a sense free standing in nature and were not designed to impact on the system as a whole but address particular data sets. The ICP was no exception. Past capacity building efforts have focused largely on issues of statistical methods, the transfer of these methods and the application of technology. For the most part there has been a neglect of management strengthening. This neglect may have contributed to distortions. For instance, under the piece by piece approach, training imparted was not fully applied, partly because of project trained staff losses linked to the prevailing working conditions and low salary levels. Indeed, one broad conclusion that emerges from a review of five decades of statistical cooperation efforts is the absence of a coherent effort to strengthen overall managerial capacities. A significant missing element in past international assistance programs has been the relative inattention to the need to transfer best practice in the management area, centered around rigorous budgeting, greater accountability, attention to human resource management and focused attention to client satisfaction. It is noteworthy that only a handful of developing countries, Hong Kong, Singapore, Mexico to name a few, have taken advantage of the innovative and rigorous management practices developed and applied by the more advanced statistical systems as represented by Canada, the UK, Australia, the Netherlands and the Scandinavian countries.
Looking ahead, the key question that needs to be addressed by those responsible for formulating and charting strategies for statistical development over the medium term is: what package of measures will best contribute to capacity building and make statistical systems more responsive to changing global conditions which are changing the perceptions about development goals? There are no ready and simplistic answers. However, it is suggested that a broader strategy be employed. The observations made below, while general in nature, have relevance to the ICP program more especially if the ICP is seen as a catalytic program with capacity building as a central goal. That strategy should encompass three prongs. 
The first prong should deal with the need to changing the culture surrounding statistics. Statistical offices need to better understand the changed circumstances in which they operate. Globalization has brought about a new set of users; and it has led to demands for data series that are linked to the functioning of markets. It is suggested that statistical offices begin the process of renewal and strengthening by recognizing and embarking on an understanding of these trends. Statistical offices also need to accept the demand for transparency and accountability. Equally important are efforts to educate major users about the nature, role and functioning of statistical systems in a market oriented environment. Users need to be disabused of the notion that good statistics are a free commodity.
The second prong should deal with the need to introduce management change by adopting better techniques of budgeting and costing operations as part of the overall programs of public sector reform and the adoption of better governance practices. Past technical cooperation and national reform efforts have largely side-stepped the management dimension. While the IMF initiatives touch on these issues both directly and indirectly, a more focused approach is needed. It is suggested that other donors should not only be supportive but should incorporate these considerations into their technical cooperation efforts. Helping countries to better address management issues should be seen as a priority activity. The introduction of better management should be recognized as a prerequisite and a first step. Institutional strengthening should be seen as an essential element in the efforts at upgrading technical capacities
The third prong in a capacity building strategy must continue to emphasize the development of technical capabilities. However, the pace of development must take full account of the absorption capacity of the national system. The absorption capacity must take account of available human resources and national budgetary finances. Past technical cooperation programs have paid insufficient attention to these issues and external user demands have introduced distortions, contributed to the non-sustainability of programs launched and generally led to less than satisfactory outcomes.

CONCLUDING REMARKS
 The global statistical system has done much that is invaluable. It now faces new challenges that must be met. A full stock-taking of what works and what does not is a first step that must then be followed by the adoption of new approaches. The Millennium Round of the ICP presents a challenging opportunity. Appropriately conceived and designed, it can contribute to overall capacity building, lead to an acceleration in the implementation of the 1993 SNA, based on improvements in the flows of basic data. It is also important to note that basic data are needed for decision making, poverty analysis, monitoring of the Millennium Development Goals and contribute to a general  improvement in information flows.
There are several downside risks of the Project not delivering the desired outputs and outcomes. The first and foremost risk is that counterpart human and financial resources will not be available in a timely manner to support the activities to be pursued under the Project. To mitigate against this eventuality, firm commitments will need to be sought from the national authorities that needed resources will be provided from national sources. A second risk pertains to the implementation of needed institutional strengthening. Amongst other statistical reforms, Governments will need to take steps to adopt the recommended standards such as those prescribed under the IMF’s GDDS standards.
Finally, the authorities and managers of national statistical systems need to be cognizant of the fact that statistical systems need to be flexible and responsive to changing national needs; and accept the proposition that modern statistical systems serve more than the needs of governments. With economic reforms and the role played by globalization, the private sector and civil society are key users of statistical outputs. Thus, data dissemination and greater transparency are vital considerations that need to be factored into the operations of an efficient statistical system. As countries proceed to strengthen their statistical systems, these considerations need to be taken into account. Concurrently, data users need to be made aware of the fact that collecting reliable data is not costless. Great care needs to be exercised in determining priorities and in sequencing new statistical initiatives. Periodic reviews of statistical outputs are essential with the objective of eliminating series that have outlived their usefulness or are no longer needed. The Millennium Round can and should contribute to these broader aspirations.
The World Bank has played a major role in advancing the ICP in the past. The Bank now needs to take steps to modify and broaden its approach in promoting ICP.  The ICP needs to be integrated with other Bank initiatives in the data area (e.g.LSMS). Taking advantage of its partnership arrangements with other development agencies, the Bank should play a lead role in building capacities. Without such a role, there are significant downside risks that, as a narrow stand alone program, ICP is likely to falter.

ANNEX I
Annex I

Expenditure Data Needed for the ICP 

1

HOUSEHOLD CONSUMPTION

1.1

FOOD, BEVERAGES, TOBACCO 

1.1.1

FOOD

1.1.1.01
BREAD AND CEREALS

1.1.1.01.1
Rice

1.1.1.01.2
Flour and other cereals

1.1.1.01.3
Bread

1.1.1.01.4        Other bakery products

1.1.1.01.5
Pasta products 

1.1.1.01.6
Other cereal products

1.1.1.02
MEAT

1.1.1.02.1
Beef

1.1.1.02.2
Veal

1.1.1.02.3
Pork

1.1.1.02.4
Lamb, mutton and goat

1.1.1.02.5
Poultry

1.1.1.02.8
Other meats and edible offal

1.1.1.02.9
Meat preparations

1.1.1.03
FISH

1.1.1.03.1
Fresh, or frozen fish

1.1.1.03.3
Fresh, or frozen seafood

1.1.1.03.5
Dried, preserved or processed fish and seafood

1.1.1.04
MILK, CHEESE AND EGGS

1.1.1.04.1
Fresh milk

1.1.1.04.2
Preserved milk

1.1.1.04.3
Other milk products

1.1.1.04.4
Cheese

1.1.1.04.5
Eggs

1.1.1.05
OILS AND FATS

1.1.1.05.1
Butter

1.1.1.05.5
Margarine and other edible oils and fats

1.1.1.06
FRUIT AND VEGETABLES

1.1.1.06.1
Fresh fruit

1.1.1.06.2
Dried fruit and nuts

1.1.1.06.3
Frozen and preserved fruit and fruit juices

1.1.1.06.4
Fresh vegetables

1.1.1.06.8
Dried, frozen, preserved vegetables

1.1.1.07
POTATOES AND TUBERS

1.1.1.07.1
Potatoes and other tubers 

1.1.1.07.2
Potato products

1.1.1.08
SUGAR

1.1.1.08.1
Raw and refined sugar

1.1.1.09
COFFEE, TEA AND COCOA

1.1.1.09.1
Coffee

1.1.1.09.2
Tea

1.1.1.09.3
Cocoa

1.1.1.10 
OTHER FOODS

1.1.1.10.1 
Jams, jellies, honey and syrups

1.1.1.10.5 
Salt, spices, condiments and food n.e.c.

1.1.1.10.6 
Chocolate, confectionery and ice cream

1.1.2 

NON-ALCOHOLIC BEVERAGES

1.1.2.01.1 
Mineral water

1.1.2.01.2 
Soft drinks

1.1.3

ALCOHOLIC BEVERAGES

1.1.3.01.1 
Spirits and liqueurs

1.1.3.01.3
Beer

1.1.3.01.5 
Wine and other alcoholic beverages

1.1.4 

TOBACCO

1.1.4.01.1 
Cigarettes

1.1.4.02.1 
Other tobacco products

1.2

CLOTHING AND FOOTWARE

1.2.1 

CLOTHING

1.2.1.01.1 
Men's clothing

1.2.1.01.2 
Ladies' clothing

1.2.1.01.5 
Clothing materials and accessories

1.2.1.01.6
Children's and infants' clothing

1.2.1.02.1
Repair and maintenance of clothing

1.2.2

FOOTWEAR

1.2.2.01.1
Men's footwear

1.2.2.01.2
Ladies' footwear

1.2.2.01.3
Children's and infants' footwear

1.2.2.02.1
Repairs to footwear

1.3 RENTS, FUEL AND POWER

1.3.1

GROSS RENTS AND WATER CHARGES

1.3.1.01.0
Gross rents, incl. repair and maintenance

1.3.1.02.1
Water charges

1.3.2

FUEL AND POWER

1.3.2.01.1
Electricity

1.3.2.02.0
Gas

1.3.2.03.1
Liquid fuels for heating and lighting

1.3.2.04.1
Coal, firewood and other fuels

1.4

FURNITURE,, HOUSEHOLD EQUIPMENT AND OPERATION

1.4.1

FURNITURE, FLOOR COVERINGS, INCL. REPAIRS

1.4.1.01.1
Furniture and fixtures

1.4.1.01.2
Floor coverings

1.4.1.02.1
Repairs to furniture and floor coverings

1.4.2

HOUSEHOLD TEXTILES. INCL. REPAIRS

1.4.2.01.1
Household textiles and other furnishings

1.4.2.02.1
Repairs to household textiles

1.4.3

MAJOR HOUSEHOLD APPLIANCES. INCL. REPAIRS

1.4.3.01.1
Refrigerators, freezers

1.4.3.01.2
Washing machines, driers, dishwashers

1.4.3.01.3
Cooking appliances

1.4.3.01.4
Heaters and air-conditioners

1.4.3.01.5
Vacuum cleaners, polishers etc.

1.4.3.01.6
Other major household appliances

1.4.3.02.1
Repairs to major household appliances

1.4.4

GLASSWARE. TABLEWARE AND UTENSILS. INCL. REPAIRS

1.4.4.01.0
Glassware, tableware and household utensils

1.4.4.02.1
Repairs to glassware, tableware and household utensils

1.4.5

HOUSEHOLD OPERATION

1.4.5.01.1
Household cleaning and maintenance products

1.4.5.01.2
Paper products and other non-durable household goods

1.4.5.02.0
Laundry and other household services

1.4.6

DOMESTIC SERVICES

1.4.6.01.1
Domestic services

1.5

MEDICAL CARE AND HEALTH SERVICES

1.5.1

MEDICAL CARE AND PHARMACEUTICAL PRODUCTS

1.5.1.01.1
Drugs and medical preparations

1.5.1.02.1
Other medical supplies

1.5.2

THERAPEUTIC APPLIANCES AND EQUIPMENT

1.5.2.00.0
Therapeutic appliances and equipment

1.5.3

MEDICAL SERVICES OUTSIDE HOSPITALS

1.5.3.03.1
Services of dentists

1.5.3.04.1
Services of nurses

1.5.3.07.0
Services of physicians

1.5.3.08.0
Other medical services and analyses

1.5.4

HOSPITAL CARE

1.5.4.00.0
Hospital care

1.6

TRANSPORT AND COMMUNICATION

1.6.1

PERSONAL TRANSPORT EQUIPMENT

1.6.1.01.1
Passenger vehicles

1.6.1.02.1
Motor cycles and bicycles

1.6.2

OPERATION OF TRANSPORT EQUIPMENT

1.6.2.01.1
Tires, parts and accessories

1.6.2.01.2
Maintenance and repair services

1.6.2.02.1
Motor fuels and oils

1.6.2.03.1
Other expenses related to personal transport

1.6.3

PURCHASED TRANSPORT SERVICES

1.6.3.01.1
Local transport

1.6.3.02.1
Long-distance transport by road and rail

1.6.3.02.2
Long-distance transport by air and sea

1.6.3.03.1
Other purchased transport services

1.6.4

COMMUNICATION

1.6.4.01.1
Postal services

1.6.4.02.1
Telephone, telegraph and telex services

1.7

RECREATION, ENTERTAINMENT AND EDUCATION

1.7.1

RECREATIONAL EQUIPMENT AND ACCESSORIES

1.7.1.01.0
Radio, TV and audio equipment

1.7.1.02.1
Photographic equipment

1.7.1.02.2
Other durable recreational goods

1.7.1.03.0
Other recreational goods

1.7.1.04.1
Parts and repairs to recreational goods

1.7.2

ENTERTAINMENT, RECREATIONAL AND CULTURAL SERVICES

1.7.2.01.1
Cinemas, sports stadiums, museums, zoos etc.

1.7.2.02.0
Recreational and sporting activities, rental and subscription

1.7.3

BOOKS, NEWSPAPERS AND OTHER PRINTED MATTER

1.7.3.01.0
Books, newspapers and other printed matter

1.7.4

EDUCATION SERVICES

1.7.4.00.0
Education services

1.8

MISCELLANEOUS GOODS AND SERVICES

1.8.1

PERSONAL CARE AND EFFECTS

1.8.1.01.1
Services of hairdressers and beauty shops

1.8.1.02.0
Toilet articles

1.8.2

GOODS NOT ELSEWHERE CLASSIFIED

1.8.2.01.1
Jewellery, watches and their repair

1.8.2.02.0
Personal accessories n.e.c.

1.8.2.03.1
Writing and drawing supplies

1.8.3

RESTAURANTS AND HOTELS

1.8.3.01.0
Restaurants, cafes and staff canteens

1.8.3.02.1
Hotels and other lodging places

1.8.4

WELFARE SERVICES

1.8.4.00.0
Welfare services

1.8.5

FINANCIAL SERVICES

1.8.5.01.1
Charges for financial services n.e.c.

1.8.6

SERVICES N.E.C.

1.8.6.01.1
Fees for other services n.e.c.

1.9

NET PURCHASES ABROAD BY RESIDENTS

1.9.1.01.1
Net purchases abroad by residents

2

CONSUMPTION OF NON-PROFIT INSTITUTIONS

2.1.1.01.1
Consumption of non-profit institutions n.e.c.

3

GOVERNMENT CONSUMPTION

3.1.1.01.1
Compensation of employees

3.1.2.01.1
Intermediate consumption

3.1.3.01.1
Consumption of fixed capital

4

GROSS FIXED CAPITAL FORMATION

4.1

MACHINERY AND EOUIPt6EjT

4.1.1

MACHINERY AND NON-ELECTRICAL EQUIPMENT

4.1.1.03.1
Agricultural machinery

4.1.1.05.0
Equipment for mining and building, incl. metal structures

4.1.1.06.0
Machinery for textile, food, chemical, paper etc. industries

4.1.1.08.1
Office equipment

4.1.1.09.0
Precision and optical instruments

4.1.1.10.1
Other machinery

4.1.2

ELECTRICAL EQUIPMENT AND APPLIANCES

4.1.2.01.1
Electrical equipment, including lamps

4.1.2.02.0
Telecommunication, electronic and electrical equipment n.e.c.

4.1.3

TRANSPORT EQUIPMENT

4.1.3.01.1
Motor vehicles and engines

4.1.3.02.1
Ships and boats

4.1.3.02.2
Locomotives, wagons

4.1.3.02.3.
Aircraft

4.1.3.02.4
Other transport equipment

4.2

CONSTRUCTION

4.2.1

RESIDENTIAL BUILDINGS

4.2.1.03.1
Residential buildings

4.2.2

NON-RESIDENTIAL BUILDINGS

4.2.2.05.1
Non-residential buildings

4.2.3

CIVIL ENGINEERING WORKS

4.2.3.04.1
Civil engineering works

4.3

OTHER PRODUCTS

4.3.1

OTHER PRODUCTS

4.3.1.01.1
Land improvement, development of plantations and breeding stock

5

CHANGE IN STOCKS

5.0.0.00.0
Change in stocks

6

NET EXPORTS OF GOODS AND SERVICES

6.0.0.00.0
Net exports of goods and services

� Economics Focus, The Economist, 4 August, 2001


� The World Bank, Proposal for the International Comparisons Program: Providing Reliable Data to Measure Global Economic and Social Progress, Washington DC, 2001.


�  See Expenditure Weights for PPP Aggregations  by Barbro Hexeberg, Chandrakant Patel and Thilak Ranaweera





� The number of countries reporting GDP by expenditure differ slightly from year to year, 130 refers to the year 1995.


� E.g., ‘Bread and Cereals’ need to be  separated into ‘Rice’; ‘Flour and other cereals’; ‘Bread’; ‘Other bakery products’; ‘Pasta products’; and ‘Other cereal products’.


� See paper presented at the World Bank Conference, March 11-13,2002 entitled The Planned  Regulation on PPPs





� See “International Comparison Program (2003): Plans for a new round and progress report on the preparatory work”, paper presented by World Bank at the ESCAP Working Group of Statistical Experts, Twelfth Session, 27-30 November, Bangkok.


� For a complete list of expenditure data required, see Annex I.


� The System is built around a sequence of interconnected flow accounts linked to different types of economic activity taking place within a given period of time, together with balance sheets that record the values of the stocks of assets and liabilities held by institutional units or sectors at the beginning and end of the period.  Each flow account relates to a particular kind of activity such as production, or the generation, distribution, redistribution or use of income.  Each account is balanced by introducing a balancing item defined residually as the difference between the total resources and uses recorded on the two sides of the account.  The balancing item from one account is carried forward as the first item in the following account, thereby making the sequence of accounts an articulated whole.  The balancing items typically encapsulate the net result of the activities covered by the accounts in question and are therefore economic constructs of considerable interest and analytical significance - for example, value added, disposable income and saving.  There is also a strong link between the flow accounts and the balance sheets, as all the changes occurring over time that affect the assets or liabilities held by institutional units or sectors are systematically recorded in one or another of the flow accounts.  The closing balance sheet is fully determined by the opening balance sheet and the transactions or other flows recorded in the sequence of accounts.


� The World Bank’s LSMS surveys are flexible instruments for the collection of household data. Although they have been primarily concerned with the collection of data for poverty analysis, the modular approach underlying the survey provides considerable flexibility for collection of relevant data, including what is required for national accounting purposes. However, such surveys are costly and can only be canvassed at intervals of two to three years. Therefore, for national accounting purposes, estimates of final household consumption for the inter-survey years would of necessity have to be based on extrapolation.
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