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ROLE OF THE NATIONAL ACCOUNTS IN THE ICP
1
 

I. Introduction 

1. The ICP is a unique statistical exercise in a number of ways.  First, it requires the cooperation 

of all the national statistical offices (and some other statistical agencies) in each region to supply 

detailed national accounts data and to collect the prices for the products specified in the ICP lists.  

Second, the initial checks on the prices data are a joint effort because the national statistics offices 

have the specific local knowledge which is impossible to acquire within the ICP regional 

coordinators’ offices.  Third, there is a shared responsibility (national statistics offices/Regional 

Coordinators/Global Office) for the quality of the prices and national accounts data used even though 

the Global Office is ultimately responsible for the quality of the overall results finally published. 

2. One of the main purposes of the ICP is to compare real expenditures of GDP, and those for the 

main expenditure components of GDP, between participating countries.  The reliability of converting 

national accounts statistics expressed in local currency units to a common currency using PPPs 

depends on the accuracy and comparability of the national accounts statistics reported by participating 

countries in local currency units.  In addition, the PPPs calculated for each basic heading level are 

aggregated to progressively higher levels and eventually to GDP using national accounts expenditures 

as weights at the basic heading level.  The accuracy and the comparability of the basic heading 

expenditures are important in determining the accuracy and comparability of the PPPs at higher levels 

of the expenditure aggregation, including GDP itself. 

II. Lessons from the 2005 ICP 

3. One of the key challenges faced in the ICP is to ensure that both the national accounts and 

prices data used in the calculations are of the highest possible quality.  In the 2005 ICP round, the 

major part of the overall work focussed on collecting and validating prices, with new approaches 

being devised to overcome the weaknesses identified in the report to the UN Statistical Commission 

on the problems encountered in running the 1993 ICP.  One example of a new approach was the 

“structured product descriptions” (SPDs), which were implemented to ensure the products priced 

within each region were as consistent a possible between countries within the region.  Another was 

the development of the Dikhanov Tables to assist in editing the prices collected by countries within a 

region.  Operational procedures were also refined, with the price data being collected in each quarter 

in 2005 so that prices were not distorted by seasonal influences.  They were also collected across 

localities (metropolitan/urban/rural) within each country to ensure that the effects of regional 

differences were included in the annual national average prices. 

4. The pressures caused by the need to develop new procedures for collecting and validating 

prices led to the situation where little attention was paid to the national accounts data until a fairly late 

stage in the process.  When the national accounts data were collected they proved to be very useful in 

the final stages of validating the prices because some large differences in the per capita real 

expenditures pointed to some inconsistencies between countries in the prices reported.  However, the 

national accounts data proved to be less reliable than had been expected, given that almost all 

countries claimed to be compiling their accounts in accordance with either the 1993 SNA (as 

preferred for the ICP) or the 1968 SNA.  One of the aims of the 2011 ICP is to improve the quality of 

the real expenditure comparisons by collecting the national accounts data earlier and by identifying 

the basic headings that are most likely to have a significant impact on the consistency between 

countries. 

                                                      
1
 Prepared by Paul McCarthy. 
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III. Comparability problems in the national accounts 

1993 SNA versus 1968 SNA 

5. The differences introduced into the comparisons by the use of the 1968 SNA rather than the 

1993 SNA in the national accounts data provided are not trivial.  The major problem with a country 

compiling its national accounts using the 1968 SNA rather than the 1993 SNA is that it results in the 

ICP comparisons being biased.  GDP estimated using the 1968 SNA will always be lower than that 

based on the 1993 SNA because of the 1993 SNA’s additions to the production boundary (e.g. 

software, mineral exploration) and its recommendation to distribute FISIM across final uses (although 

there was also an “opt-out” option for FISIM that would potentially lead to an inconsistency between 

countries, even if they were fully compliant with the 1993 SNA).  The differences between 1968 and 

1993 SNA-based accounts would vary significantly from one country to another but were potentially 

close to the 5% range of error that is usually considered to be an indication of the accuracy of PPP-

based real expenditures. 

Exhaustiveness of GDP 

6. In order to ensure comparability of the national accounts estimates, particularly GDP, it is 

important for the GDP estimates to be “exhaustive”, which means all economic activities have to be 

included, whether legal or not.  Various terms are used to describe those parts of GDP that are most 

likely to fall outside the scope of administrative records and the types of statistical surveys on which 

the national accounts are based; the terms used include the underground economy, the black economy, 

the non-observed economy and the informal economy.  In practice, these terms do not necessarily 

refer to exactly the same thing.  For example, the informal economy and the non-observed economy 

may overlap to a large extent but it is likely that at least some parts of the informal economy are 

included in most countries’ measures of GDP.  On the other hand, little of the non-observed economy 

would be included in GDP unless explicit adjustments are made in a country’s national accounts.  

Some basic headings in developing economies are likely to be dominated by informal activities (e.g. 

horse-drawn vehicles) so it is necessary to explicitly estimate for such activities. 

 

7. Subsistence production/consumption is potentially an important area of understatement in some 

developing countries’ accounts.  It could have implications for the accuracy of poverty analysis 

because of the possible understatement of some of expenditures on some of the basic headings in 

Food. 

8. The scope of economic surveys may exclude some businesses.  For example, a survey frame 

may be restricted to larger units (e.g. those with more than 5 employees) to reduce the cost of the 

survey.  An appropriate adjustment should be made in the national accounts to cover the activities of 

such units, even though it may be relatively subjective. 
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9. Eurostat has developed a framework to ensure that a country’s national accounts are exhaustive.  

Details are contained in chapter 3 (“GDP and the Main Expenditure Aggregates”) of the ICP 

Handbook. 

Estimating basic headings 

10. Estimating basic headings is an important exercise for the ICP.  Ideally, the basic headings 

would be estimated from “bottom-up”, so that the value for each basic heading would be estimated 

separately, with these estimates then being aggregated to higher levels such as household final 

consumption expenditure and GDP.  The other extreme is to estimate the basic heading values from 

“top-down”, in the sense that the values for GDP and its major aggregates would be split into basic 

headings using various indicators which may or may not be closely related to the national accounts. 

11. In practice, a combination of the two approaches is applied.  For example, a country may 

compile some national accounts expenditures at quite a detailed level that may correspond reasonably 

closely with some of the ICP’s basic headings.  In such cases, these values can be used directly in the 

ICP.  However, the country may compile other expenditures at only broad levels and so they have to 

be broken down to the basic heading expenditures using indicators from sources other than the 

national accounts. 

12. The Global Office therefore recommends 5 approaches as explained in a separate paper. These 

are: 

 Direct estimation. 

 Extrapolation from a recent year or from 2005. 

 Borrowing a per capita quantity or volume from a country in the same cluster related 

to a particular basic heading. 

 Borrowing a structure related to a class, sub-group or group from a country in the 

same cluster related to a particular higher level heading. 

 Splitting a category’s volume or quantity (class, sub-group or group) into its 

composing basic headings, using expert opinion. 

 

13. The Global Office would like to focus attention on some of the basic headings that proved to be 

problematical in the 2005 round with a view to improving the consistency of the real expenditures at 

the basic heading level in the 2011 round.  In particular, the variations in the per capita real 

expenditures for imputed and actual rents were unbelievably large.  In some countries, this basic 

heading contributed up to 10% of GDP while, in others, it was close to zero.  Admittedly, this is a 

problematical basic heading for countries to estimate, particularly if a country does not have a 

broadly-based rental market.  As a result, the Global Office recommends an alternative method (the 

“unit cost” method) that countries could use to produce reasonable estimates of rents. A description of 

the method as well as other operational material related to imputed and actual rents can be 

downloaded from the following section of the ICP website under “B. NATIONAL ACCOUNTS 

ACTIVITIES”: 

http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/ICPEXT/0,,contentMDK:2258

0648~menuPK:7070032~pagePK:60002244~piPK:62002388~theSitePK:270065,00.html 

14. Another basic heading for which countries did not provide consistent estimates in the 2005 

round was consumption of fixed capital for government.  Including an allowance for these estimates 
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would be preferable to the (implicit) assumption that it is zero.  One of the issues to be discussed 

during this meeting will be the sorts of assumptions that could be used to produce some estimates. 

15. The Global Office has suggested that countries use supply-use tables to assist in estimating 

basic headings.  However, if this is not feasible, a possible alternative may be to use a commodity-

flow approach to estimate values for basic headings that are particularly important in the country 

concerned. 

16. An important point to note is that improving the basic heading estimates goes hand in hand with 

improving the quality of the overall national accounts estimates, including GDP.  For example, 

improving the estimates of the rents basic heading will affect the level of a country’s GDP because 

there will not be any offsetting adjustment made elsewhere in the accounts.  A further point is that 

making a country’s estimates of GDP more comprehensive for ICP purposes has an important spinoff 

in that it will improve the quality of their time series as well (omitting some components of the 

accounts will distort growth rates over time, particularly as a developing economy moves towards a 

greater share of market-based transactions in its GDP). 

IV. Basic headings that relate to production processes 

17. The basic headings required for the ICP relate to expenditure on GDP so it may appear 

anomalous that some basic headings refer to production rather than expenditures.  Clearly, there is a 

link between the production and consumption of products that are produced for subsistence purposes.  

however, it may not be quite so clear as to why  the ICP defines a number of basic headings in 

government final consumption expenditure that refer directly to production (for health, education and 

collective services).  In these cases, the aim is to obtain the details required to estimate these purpose 

categories of government final consumption expenditure as the sum of the costs of production less any 

receipts from sales. 

18. The basic headings for each of health, education and collective services are: 

 Compensation of employees 

 Intermediate consumption 

 Gross operating surplus (generally equal to consumption of fixed capital in practice) 

 Net taxes on products 

 Receipts from sales. 

19. Most of these estimates should be available from the Government Finance Statistics systems, 

although it may be necessary to estimate the splits by purpose.  The most problematical figure to 

estimate is receipts from sales. 

V. Negative values 

20. Several expenditure aggregates can potentially be negative (change in inventories, net 

acquisition of valuables, net balance of exports and imports of goods and services, and net 

expenditures by residents abroad).  Other than for net expenditures by residents abroad the ICP basic 

headings ask for the gross expenditures that are used to obtain the net estimates.  Therefore, in the 

case of inventories, the basic headings relate to both the opening and closing levels of inventories.  

There are two basic headings or valuables – acquisition of valuables and disposal of valuables.  

Similarly, for the net external balance, separate basic headings are defined for exports of goods and 

services and for imports of goods and services.  Net expenditures abroad is a special case because 

many countries will record a zero value (legitimately); this basic heading is considered in more detail 

in the INAG paper “Ensuring the consistency of national accounts for the ICP”. 
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21. Negative values are an issue for the Global Office to consider because they complicate the 

process of aggregating PPPs above the basic heading level.  However, they should pose no particular 

problem for individual countries other than for them to be checked for their plausibility. 

VI. Possible data sources 

22. There are various sources and methods for estimating each of the major expenditure aggregates.  

Even within an aggregate it may be necessary to use a number of different data sources.  For example, 

household final consumption expenditure covers a wide variety of goods and services no single data 

source will ever provide information on all the items in this aggregate.  Household expenditure (or 

household budget) surveys and retail trade statistics may be quite comprehensive in some countries 

but even so both sources will need to be supplemented by estimates of the various imputed items 

(such as output produced for own consumption and rent of owner-occupied dwellings). 

23. Some countries carry out household expenditure surveys (HES) on a regular basis; others may 

have carried out such a survey in the last few years and the results may be sufficiently recent that they 

can be used for the 2011 ICP.  Ideally, the HES will cover all areas of the country and all types of 

households and will provide estimates of expenditure over a full twelve months, but in practice the 

survey data may be deficient in several respects. 

24. It is important to ensure that the household expenditure survey data are consistent with the 

national accounts requirements.  If not, then some special adjustments may be required.  For example, 

the HES may not cover the whole country so the results will need to be adjusted to take into account 

this source of understatement.  The conceptual basis of the HES may differ from the SNA.  For 

example, when purchasing a car, a HES may ask for data on the amounts paid out in a year so, if the 

car is being purchased via a loan, then only the loan repayments are included in the HES.  On the 

other hand, the SNA requirement is for the full value of the car to be recorded in the year in which it 

is purchased, no matter how it is financed. 

25. Retail trade statistics are another important data source.  Their usefulness depends on the 

degree of commodity detail that they provide and in some countries this may only be enough to 

provide weights for main commodity groups such as food, clothing, furniture etc.  Some retail trade 

surveys collect broad commodity detail from most respondents but ask for more detailed information 

from a sub-sample of outlets.  Retail trade statistics can be particularly useful for estimating 

expenditure on expensive consumer durable goods that are purchased infrequently and so have high 

sampling errors in household expenditure surveys.  They may also provide more reliable information 

for products that are renowned for being understated in household expenditure surveys, such as 

alcohol and tobacco.  Another potential source for data on these products is excise statistics because 

most countries levy a tax on alcohol and tobacco. 

26. Even if household expenditure data are quite old and even if they cover only part of the 

population they can provide useful information for estimating expenditures.  If the most recent 

expenditure survey is quite old (say five years or more) it may be possible to update at least some 

parts of it by using more recent information from other sources.  These might include foreign trade 

statistics, food balances, data from nutrition surveys, information from administrative sources, such as 

sales tax or excise data, electricity sales, vehicle registrations, etc.  The weights from the CPI also 

provide a means of splitting broader level expenditures for household final consumption expenditure. 

27. Some basic headings relate to activities that are illegal in many countries (e.g. narcotics, games 

of chance, prostitution).  Estimates should be included in the national accounts if these activities are 

significant in a country.  The methods that can be used to estimate the values for these basic headings 

are to obtain quantities from records such as those held by the police and apply an average price to the 

quantities.  Expert judgment (e.g. from a drug enforcement agency) is another possibility. 
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VII. Summary 

28. The consistency of the national accounts at all levels from basic heading to GDP is critical in 

ensuring the accuracy of the real expenditures measured in the ICP.  One of the objectives of this 

working group is to identify the major potential areas of mis-measurement in countries’ accounts and 

to determine ways of overcoming the consistency problems. 

29. Over the next day or so we will be discussing in detail some of the problem areas that have 

been identified using data from the 2005 ICP. 

  



 

9 

 

VIII. Issues for discussion 

(a) Do INAG members agree that the Global Office should focus on the issues outlined above in 

order to improve the quality and consistency of the national accounts data used in the ICP? 

(b) Is there a priority order in which issues should be covered by regional coordinators or should 

they be addressed on a country by country basis? 

(c) Do INAG members have any areas of particular concern that have not been mentioned in the 

agenda and which they would like included in the discussions? 


