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Introduction
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Principle

Practice

A basic heading consists of a set of very similar goods 
and services

A trade-off between the theoretical need for close 
similarity and the practical difficulty of estimating 
expenditures for very detailed basic headings

Some basic heading expenditures are 
calculated directly while others are by 
splitting a higher-level expenditure 
using one or more indicators



Some basic headings are particularly 
important  in most countries (e.g. 
housing, health and education)

Gross fixed capital formation and net  
exports vary significantly in importance

Basic heading values
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1

Consistency 
between prices 
and values

2

3
Unavailability of 
source data

Important vs. 
less important 
basic headings

Underground/illegal activities, informal 
sector and NPISHs may be difficult to 
estimate

No basic heading should have a zero 
value if there are corresponding price 
data or reference PPPs



Five approaches to splitting GDP
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“Borrowing” 
a structure

Expert 
opinion

“Borrowing” 
a per capita 
quantity or 
volume

Extrapolation

Direct 
estimation

Adjust the “borrowed” structure by a 
vector of the price level indexes 
between the two countries

Consult retailers, manufacturers, marketing experts, 
chambers of commerce and other sources

Multiply the per capita quantity or 
volume by the population of the 
“borrowing country” and the price 
level index between the two countries 

Update an earlier expenditure breakdown using 
assumptions on population growth, price changes etc

The preferred method, if data sources exist

Requires 
clustering 
countries 
for each 
BH or 
group of 
BHs

1

2

3

4
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Clustering the Countries According to GDP 

Structure
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Clustering According to Food Consumption 

Structure
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Country A  B

Borrow GDP 

Structure
Borrow  per 

capita volumes

Food-beverages 33.9 31.7

Clothing 5.7 8.4

Housing 8.3 8.0

Health & Education 2.2 2.7

Transport & Commun. 5.9 9.1

Other household services 7.1 10.0

Government services 19.1 10.5

Construction & Equipment 15.8 19.3

Other expenditures 2.0 0.3

Borrowing From Same Cluster 

Country
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Country C  D

Borrow  GDP 

Structure

Borrow  per 

capita volumes

Food-beverages 20.6 27.0

Clothing 7.4 14.4

Housing 5.0 7. 7

Health & Education 4.9 20.8

Transport & Commun. 5.6 3.2

Other household services 5.2 7.2

Government services 15.7 12.8

Construction & Equipment 29.5 6.6

Other expenditures 6.1 8.0

Borrowing From Same Cluster 

Country



1. Borrowing per capita quantities/volumes 
is better than borrowing structures

2. Borrowing from multiple lenders may be 
required

3. Borrowing structures implies that 
borrower and lender have the same price 
structures

4. Borrowing from a lender with a 
significantly different price structure results 
in meaningless structures of real values 
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1 Clustering

2

Approaches:

3 Vs 4

To the extent possible, should be done at the 
lowest level possible [BH, Class, Sub-group]

Lessons Learned



Data validation procedures
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Basic edits

Further steps

The Regional Offices are responsible for the first state of editing 
the national accounts data provided for the ICP (e.g. ensuring 
that expenditures have been reported for all basic headings, 
that the sum of components is equal to the corresponding 
aggregates, and that correct +/- signs have been applied)

Comparing the share of GDP contributed by each basic heading 
in similar economies

Comparing per capita real expenditures for each basic heading 
in similar economies

Comparing per capita volumes at various levels of aggregation 
between countries in the same cluster 



Issues for discussion
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1

2

3

4

To what extent will the commodity-flow approach be able to 
be used?

Do INAG members have any comments on the potential 
usefulness of the price-factor method for estimating gross 
fixed capital formation on equipment?

Are INAG members aware of any alternative means of 
estimating basic heading expenditures?

Can INAG members describe any other possible validation 
procedures?
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THANK YOU


