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I nt roducti on

1. It is now becom ng nore and nore common to hear conments from nationa
accountants that “we have inplenmented SNA93”. Unfortunately, it is not

uncommon to hear the view expressed that “we cannot inplenent SNA93 because
we do not have data relating to ............ ". A question which then arises

is “what actually constitutes inplementi ng SNA93”

2. In practice, no country has conpletely inplenmented SNA93 in the sense
that its accounts match the framework set out in SNA93 in all respects.

I nconsi stenci es between a country’s accounts and SNA93 can vary fromthe
trivial, such as using different nanes for itens, to the critical, such as
not including everything that should be included in the production boundary.

3. Thi s paper describes the nore inportant elenments of SNA93 that would
have to be included in a country’s accounts for themto be considered broadly
as “SNA93 compliant”.

* Prepared by M. Paul MCarthy, Statistics Directorate.
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Boundary of production

4, A critical elenent is the boundary of production, for which there are
only minor differences between the old and new SNAs. They relate mainly to
the inclusion in SNA93 of own-account production of goods not nade from
primary products, the processing of primary products by those who do not
produce them the production of goods by househol ds which do not sell any of
them on the market, and the inclusion of illegal activities. Like its
predecessor, SNA93 excl udes the production of services by households for
their own final consunption. Therefore, any country which considers that it
had | argely inplenented SNA68 should have only rel atively mnor changes to
make to its accounts for themto conply with the production boundary set out
i n SNA93.

Ext ensi on of the assets boundary

5. Two areas which have a potentially significant upwards inpact on the
| evel of GDP under SNA93 are the extension of the assets boundary and the
extension of consunption of fixed capital on governnent assets to include
roads, harbours, breakwaters etc.

6. The maj or issues associated with extending the assets boundary are the
i nclusi on of a nunber of itens with the nore inportant being: conputer
software, mneral exploration, literary and artistic originals, certain parts

of defence expenditure, cultivated natural growmh, sonme services with a | ong
production period, valuables, and historical nmonuments. There are conceptua
probl ems involved in inplenmenting sonme of these and some major data problens
in other cases, particularly software, originals, cultivated natural growh
and historical nonunents.

Chai n vol unme i ndexes

7. Annual chain volume indexes are recommended by SNA93 as the “best

si ngl e measure of changes in the volune of GDP’. \While SNA93 reconmends the
use of a “symmetric” chain index (eg, Fisher or Térngvist) it also indicates
that Laspeyres’ chain indexes provide an acceptable alternative to the
symmetric chains. The advantage of the Laspeyres’ chain volune index is that
it is easier to calculate than the Fisher equivalent. Mst countries which
have published chain volume indexes so far have opted for the Laspeyres’
version.

Soci al i nsurance

8. The scope of social insurance was wi dened in SNA93. Under SNA68, the
status of the provider of the insurance determ ned whether it was classified
as social insurance or as private insurance. |n SNA93, the definition was

changed so that the purpose of the scheme now deternmines its classification
Any organi sed insurance schemes that provide for needs arising fromevents
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such as sickness, unenploynent, retirenment etc are now considered to be
providing “social insurance” no matter how they are funded. There are
potentially large differences in the scope of social insurance in some
countries caused by this change in concept. |In addition, paragraph 8.71 of
SNA93 states that “An entry is needed in the secondary distribution of incone
account for the inputed social contributions payable by enpl oyees when

enpl oyers operate unfunded social insurance schemes.... ". The anobunts

i nvolved in such schenes are very large in some countries, particularly for
the governnment sector, because many governments have operated unfunded socia
i nsurance schenmes in the past and sone continue to do so. In cases where
significant amounts are involved, it would be necessary for countries to
adopt the treatment described in paragraphs 8.71 to 8.74 of SNA93.

Institutional sector accounts

9. SNA93 puts a nmuch heavi er enphasis on institutional sector accounts
than was the case in SNA68, which tended to have a stronger enphasis on
estimates classified by industry. The main reason is that, in tinmes of

busi ness restructuring (such as contracting out etc), units are less likely
to change their sector classification than they are to change their kind of
activity classification (this is often referred to as “industry” or
“branch”). However, the traditional means of classifying business units in
statistical surveys has been by their kind of activity rather than by sector
As a result, it is necessary to restructure surveys of businesses to collect
data classified by sector as well as by kind of activity. |In addition, in
many countries the lack of historical data classified by sector nmeans it will
not be possible to build up tine series for the sectoral accounts. VWhile it
is very useful to have accounts classified by sector, not having such
accounts shoul d not preclude a country frominplenenting other critical parts
of SNA93.

Al l ocating FISIM

10. The level of GDP will be raised in nbst countries by allocating FISIM
to final demand conponents of the accounts (although there is provision in
SNA93 for FISIMto be not allocated if there are too nany data probl enms

i nvol ved, SNA93 al so recommends that accounts based on allocated FI SIM be
shown as suppl enentary accounts if it is not allocated in the “officia
accounts”). Not allocating FISIMpotentially distorts a country’s accounts
in two ways. First, in nost countries, it will lead to an understatenment in
the level of GDP. Second, in many countries, financial institutions are
nmoving nore and nore to directly charging for some services, such as
operating cheque accounts, rather than indirectly charging through interest
rate differentials. Not allocating FISIMwould result in an overstatenent in
the gromh rate of GDP for those countries in which financial institutions
are noving to directly charging for a higher proportion of their services.
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Concl usi on

11. There is no sinple answer to the question posed at the start of this
paper. For exanple, very few countries which claimto have inplenented SNA93
actual ly have bal ance sheets. Does this nean they are wong in their clains?
The answer probably is “no” because there is no precise way of defining what
poi nt has to be reached before such a claimis justified. A judgenment has to
be made, based on issues such as how well the critical parts of an econony
have been covered in the accounts, the main interests of the major users of
the accounts and the length of tine series on the basis of SNA93. For
exanple, a country which has fully conplied with SNA93 for only one year
woul d be able to claimto have “inpl enmented SNA93”. However, its accounts
woul d be rather |ess useful than those froma country which has followed the
maj or recomendati ons but which was not able to produce sectoral accounts or
bal ance sheets. At a mininmum for a country’s accounts to be SNA93
conpliant, it would seemto be essential to inplenent the recomendati ons
relating to:

the extensions to the assets boundary

consunption of fixed capital on government assets

chain vol unme i ndexes

allocating FISIM (even if only as supplenmentary information)

the changes in “social insurance”

12. The experience of countries which have inplemented SNA93 is that a
signi ficant amount of work is involved and that a range of new data sets have
to be established. However, it is apparent that the quality of SNA93

i mpl enmentation varies fromone within a country fromone part of the accounts
to another and al so between countries depending |largely on the data
available. A mpjor |esson from SNA93 i npl enentation so far is that
comenci ng the nmove as soon as possible is inmportant; in other words a nove
to SNA93 should not be put off on the grounds that data sets are not

avail able for all aspects that should ideally be included, even if the
resulting accounts are not fully “SNA93 conpliant”.



