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Introduction

Eurostat published a report on the treatment aresorement of R&D. The report contains
calculations of the impact of R&D-capitalisation @DP, based on data for two years. Figures
are calculated for the total economy and by instihal sector. The OECD is processing the
guestionnaire on service lives and country mettiodthe measurement of R&D. The
documentation will be made available for publicatam the SNA and OECD-websites. The
ISWGNA agreed that no further conceptual work iedel in the short term

Guidance on documentation provided
A note on research and development is attached

Main issues to be discussed
This item is for information.







1. Recommendations from the Eurostat Task Force

The following recommendations were agreed by trek Feorce on R&D:

a)full consistency between the data in the agreed compulsory R&D tables and the national
accounts should be ensured in the course of the capitalisation of R& D services;

The Task Force agreed a compulsory set of tablsstiould be used as bridge between data
sources and National Accounts (see Annex to thperte In particular Table 1 and Table 2
concern the calculation of output of R&D. Table hymbe filled in for sectors for which
sufficient information from sources other than Eeds surveys is available (that could most
probably be the case for S13, but maybe also feraectors). In the other cases Table 2, which
is based on Frascati surveys data, should be ibedTask Force made a recommendation that
full consistency between the data in the agreedhotsnry R&D tables and the national accounts
should be ensured in the course of the capitadisati R&D services.

b)until the R& D stocks are available, the consumption of the R& D assets used in the production of
R&D services does not have to be taken into account in the estimates of the R&D output (as a
part of the consumption of fixed capital);

The calculation of the consumption of fixed capitalthe production of R&D services (R&D
output) by means of the PIM method requires estomatf the use of all fixed assets, including
existing R&D assets used to produce new R&D. As dtecks of R&D assets are not yet
available in most of the countries, the Task Foeommended that for the moment the
consumption of the R&D assets used in the prodnatibthe R&D services may not be taken
into account.

c)theinput method is recommended in the calculation of R&D in volume terms;

In view of difficulties in identifying the outputnit in R&D and as no unit value indices exist, the
Task Force recommended to use the input methathéorolume measures of R&D.

d)geometric depreciation function is recommended as a reference method in the calculation of
CFC of R&D; however, countriesthat have devel oped alternative methods may continue to use
them,

The Task Force recommended that countries shoaldhegsgeometric depreciation function as a
reference in the calculation of consumption of di>aapital of R&D assets. However, countries
that developed alternative methods may continueséothem.

e)the R& D services subcontracted by one R&D ingtitutional unit to another R& D institutional unit
should be recorded as intermediate consumption. However, the possibility of recording the
output of R&D institutional unit net of subcontracted R&D or on a gross basis would be left
open to countries that encounter problems in obtaining data needed to adjust the Frascati
intramural expenditureson R&D to gross recording;

Already the previous R&D Task Force encouraged Member States to record the R&D
services subcontracted by one R&D company to anoB&D company as intermediate
consumption. However, the possibility of recorditige output of R&D companies net of
subcontracted R&D was left open to countries timabenter problems in obtaining data needed
to adjust the Frascati intramural expenditures &DRo gross recording.

f) all expenditures by government on Intellectual Property Products (IPPs), including freely
available R&D, should be recorded as GFCF, if they satisfy the requirement that IPPs is
intended for usein the production of more than one year;

While filling in the questionnaires some countreegluded a part of the freely available R&D
from investment. The justification of such a treantwas intensively discussed. Finally the Task



Force was reminded tifie pragmatic decision of the ESA 95 review graupapitalise all freely
available R&D which is intended for use in the protion of more than one year.

g)the net operating surplus of market producers of R&D (as reference to return to capital) is
derived as mark-up including unsuccessful R&D. The method to obtain the mark-up may be
calculated as industry specific or as a single mark-up for all industries. To ensure stability of
the mark-up time series, an average or a weighted moving average of several years should be
used;

Ideally, the averaging technique should be consistith the parameters used in the calculation
of CFC. In practice, however, there could be pnuislaegarding the availability of long time
series and thus a simple average of a limited sp@ should also be allowed.

h)Service Life estimates used in the calculations of R&D should be based on dedicated surveys or
other relevant research information, including information of other countrieswith comparable
market/industry characteristics. In case, where such information is not available, a single
average Service Life of 10 years should be retained. It is also recommended that the above
mentioned Service Life estimates should be investigated regularly, e.g. every 10 years.

A majority of countries have neither detailed neliable information on service life for each
component of R&D. The proposed single average wicelife of 10 year is a practical solution
for those countries that have no information owiserlife of R&D assets. There is no intention
to prevent countries from using more specific infation resulting from their research efforts.

The complete report of the Eurostat Task Forcedsgnted in Annex 1.

2. Synthesis of the results of the OECD surveynballectual Property Products

This synthesis below on the methodology and thesareanent of R&D has been derived from the
OECD-paper “Synthesis of the results of the sureey Intellectual Property Products”. The full
document is available on OLIS in its original fotn(&T D/CSTAT/WPNA(2012)9).

Background

The Handbook on Deriving Capital Measures of Ietlial Property Products (OECD, 2010) provides
detailed background and guidance for the collecéind measurement of Intellectual Property Products.
At the OECD Working Party on National Accounts agh-28 October 2011, however, it was discussed
that there was a need for sharing greater detadleovice lives, depreciation rates and nationattjmes
related to Intellectual Property Products (IPP$)e Eharing of methodology and measurement practices
between OECD-countries in this relatively new arexy indeed be helpful in the implementation of the
2008 System of National Accounts (SNA).

For the above reasons, the OECD recently develapddaunched a questionnaire on IPPs. The purpose
of the questionnaire was to arrive at improved et on issues related to country best practiee, th
availability of data sources, improving understagdmeasurement of capital stocks and update the
current progress related to the implementationNA 2008 for specific aspects. Topics covered inetlid
Research and Development; Mineral exploration araduation; Software and databases; Entertainment,
literary and artistic originals; and Other intetiesl property products.

This note summarises the key issues related to R&Daised by the 23 OECD countries who responded
to the questionnaire.

Expected impact:

There is a wide range of the estimated impact pitalisation of Research and Development (R&D) on
GDP, although there was some uncertainty on theninate with some countries noting it would be
minimal. Estimates range from 0.5% to 3.5% of GDithvan average of around 1.7% of GDP. Four
countries have not yet fully analysed the estimatgzhct. 5. Data sources: A large majority of coigst
have not needed to use any new surveys, althofeh eountries have captured the new requirements by
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revising existing surveys. The main data sources ase specific research and development survays: e
GERD (gross domestic expenditure by governmentRIBEgross domestic expenditure by business),
and specific surveys for private non-profit bod@sher data sources include: a) administrative, data
universities and grant information, bank recordsinbernational trade in services; c) additionaiveys,

e.g. on structural business statistics, earningtssts, monthly labour force estimates; d) tazes
subsidies data; e) operating surplus and consumpfidixed capital; f) corporate goods price indice
Where data is not available on a regular annuaspsgme countries use a supplementary surveyhéor t
years in between by using aggregated estimates dther survey data, administrative data such as tax
deductions, or extrapolating for the missing ye@nse country noted that there was limited covefage
business sector expenditures on social sciencardse

Methods:

All countries implement, or intend to follow, theethods in both the conclusions of the Eurostat R&D
task forces and the OECD manual. For some counthies: are still specific outstanding issues.
Examples included: a) source limitations makindjfiicult to collect information about external fds to
post graduate students; b) no information aboutetnaargins, or taxes and subsidies on products and
changes in inventories; c) for some countriesxgkeaditures on R&D have been considered as prayidin
a benefit; d) for one country lags are not usegl,R&D is registered as an investment in the saenog@

as the production costs occur so there are no elainginventories; and e) for one country R&D
purchases by R&D industries are capitalized in R&D production account with the primary reason
being that there is a lack of information to digtirsh single from repeated use and that there is an
expectation that single use is small. Where Frascairce data does not exist, some countries wese th
historical survey data and tax data to estimataritssing part of R&D activities, and/or transfortrta

the definitions according to the Frascati Manu&isTican include adjustment for missing size claasels
exhaustiveness.

Double counting:

Nearly all countries take account, or use appraathaninimise, any double counting. Some countries
noted that information on this issue was not easilgilable, but for other countries it was not itifesd

as a significant issue. Different approaches useckdtimate double counting included: a) use of
information about the number of employees in theaswe industry, e.g. ratio of software developters

all researchers, comparison of employment data datia on persons employed in R&D at the level of
the reporting unit to identify any double countirg,unit record matching; b) the addition of quess,

or use of aggregation checks, in the surveys; itlgus historical ratio, or deducting a proportieng.
10% or 50% of user-produced software; d) focus ambte counting in particular industries where the
issue of double counting is known to be significang. elements of R&D in oil exploration; e) ude o
survey information on product fields where all exgitures reported by respondents as software is
excluded.

Sector and industry:

Nearly all countries break down data by instituéibsector, although slightly less break down thia tbg
industry. For both sector and industry this is dgménarily by the use of the underlying source
information, or the allocation of individual unit® the different sectors which are subsequently
aggregated. Some countries referred to the udeediridge table approach noted in OECD (2010). Some
countries have not yet decided on methods foréhtodal breakdown of private R&D.

Historical data:

For years where estimates do not exist the mostmmmapproach is the use of modelling. However,
there are a small number of countries who havedaotded what approach to use. For some countries,
there is additional detail available at a microaewuit level for recent years, but only macroeconomic
data for earlier or intermediate years which meémsthose earlier periods a set of simplifying
assumptions, or models, will be used to derive bdata. Other approaches included: a) the use of
backcasting with a suitably chosen end point, &plying average growth rate of R&D expenditures to
historic data; b) use of interpolation or extrapiola based on relative or declining proportionsugg of
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a benchmark value and then indicators such as wagdsintermediate consumption to construct
estimates earlier than the benchmark; and e) usdaesification adjustments to align earlier data t
earlier collected data.

Capital stock and depreciation:

All countries will, or plan to, use the Perpetuavéntory Method (PIM) to calculate capital stocldan
depreciation. The majority of countries use a gadmeepreciation function. Mortality functions wke
included: delayed linear, log normal, Weibull andi@ble declining rate. Service lives differ across
countries; see table 1 for a summary. These cdardifaised on the type and industry of R&D. For
example, 13 years (basic research), 11 years éappdsearch), 9 years (experimental developmemt), a
for specific industries: 7 years (computer prograng)) 9 years (electronics), and estimates of Ib, 2
and 60 years (chemical and pharmaceutical produ€isjand and Israel (see Israel, 2008) have
calculated detailed service lives for a wide ranfjéndustries, ranging from 7 — 10 years, and 50— 6
years respectively. The Netherlands’ approach ukgd on patent values and amortization. For all
countries, overall service lives used for aggredi® were: 4.6 years, 6.2 years, 7 years, 8 yedrs,
years, and 12 years. Where service life informatiais not available, assumptions were based on other
countries, or the recommendation by the recent fardaskforce on R&D which notes that "... where
such information is not available, a single aversgwice life of 10 years should be retained".

Some countries continuing research to derive estisrare Germany, Sweden and the United Kingdom.
Other issues:

Issues raised included: a) an inconsistency betweemBalance of Payments and International Position
Manual (BPM6) on the one hand and the 2008 SNAhenother hand in the treatment of R&D, where
BPM6 incorporates trade in patents in commercialises under R&D services and includes a much
broader definition of patented entities than wisadefined as R&D fixed assets in the SNA, b) faneo
countries, a need for clarification of the treatin@nR&D by multinational corporations, e.g. is tR&D
produced by them mostly exports or domestic invests?; c) integrating into calculations the treatme
of consumption of fixed capital used for the prditut of new R&D results, as it can have an
accelerating impact on R&D outputs; d) how to eastonsistency between different data sources, e.g.
R&D surveys and structural business surveys; ejcehand sensitivity of the deflation method; and f)
how to calculate the cost of capital in the R&Dpuitas it could be sensitive to the choice of datan.



Tablel

Summary table on methodology for estimating capital stock and depreciation of R& D,
based on country responsesto an OECD survey in 2012

Country Method  [Service life Depreciation function Mortality function

Austria PIM 13 years (basic research) (Geometric Delayed linear
11 years (applied research)
9 years (experimental
development)

Belgium PIM 10 years* Geometric Double-declining
Canada PIM 6.2 years Geometric

Czech Republic PIM 8 years Linear Log-normal
Denmark PIM Geometric

Finland PIM Detailed information Geometric

available by industry: range
of 7 — 10 years.

Germany PIM Survey in progress, Linear
alternative is 10 years*
Ireland PIM Work in progress
Israel PIM Detailed information by [Linear Truncated normal

industry available from a
pilot study**

Italy PIM 10 years* Geometric Double-declining
The Netherlands | PIM 12 years (exc. Chemical dWinfrey Weibull
electronics)

15 years (chemical)
9 years (electronics)

New Zealan PIM
Norway PIM 10 years*
Portugal PIM 10 years* Linear Delayed linear
Slovak Republic | PIM Various
Slovenia PIM 10 years* Geometric Double-declining
Sweden PIM 10 years*, additional work (Geometric
progress
United Kingdom | PIM 4.6 years, additional work@eometric Weibull
progress

* Recommendation from a Eurostat task force: "Isecavhere such information is not available,
a single average Service Life of 10 years shoulcetened”

** hitp://www.unece.org/fileadmin/DAM/stats/documntsrfece/ces/ge.20/2008/sp.3.e.pdf



3. Eurostat Manual on Research and Development

The new System of National Accounts (2008 SNA) #rel new European System of Accounts (ESA
2010) recognise that Research and Development ditpenshould be recorded as capital formation.

Developing National Accounts R&D estimates is dficlilt area and continued work is needed to
continue improvement in the quality of the R&D swtes. In order to prepare the implementation ef th
capitalisation of Research and Development in natiaccounts, Eurostat set up two Task Forces which
prepared the templates of supplementary tables &D;Rvorked on the identification of the main
difficulties for completing these supplementaryl¢éatas well as conducting reliability tests ondaga. A
number of EU-countries have constructed sateltitmants showing R&D as capital formation.

In its meeting on 7 November 2012, the Europeaeddars of Macroeconomic Statistics (DMES) were
invited to express their opinion on the capitalsabf Research and Development in National Accaunt
The DMES recommended the implementation of thecjpie of capitalization and asked Eurostat to
follow-up on the issues mentioned in its discussibms relates amongst others to the productioa of
manual on Research and Development.

Work on the first draft of the manual is under waie structure is as follows:
1. Purpose of the manual

2.Introduction
3. A step by step guide to the production of estimatdR&D as capital formation.

a. This is the key section of the manual. It sets that sources and methods to generate
reliable and consistent estimates of creation &edofi R&D products in the economy.

b. It describes how the surveys supporting the Fras¢ahual can be adapted to ensure
good estimates of R&D according to national accegnncepts.

c. It sets out how annual and quarterly estimatesegoroduced.

d. It describes how volume estimates can be derived.

Interim stages

4.Many Member States will not have all the data sesirset out in section 3, and this section
describes how acceptable approximations can be sadeat estimates of sufficient reliability
can be produced, pending introduction of the datsices specified in section 3.

5. There will also be description of production methaehich are not sufficient to form the basis of
reliable and consistent estimates of the capitatisaf R&D. Such methods may be used given
the lack of alternatives, but it will be of the hasgt priority to replace these by the methods
described in sections 3 and 4 of this manual.

6. Special issues

a. Multinationals — the treatment of these is notigtrdiorward, especially with regard to
the creation and use of R&D within the same enisepbut across national boundaries
products. It is likely that the measurement of srberder imputed payments for
multinational R&D products will not be captured.



b. Other sources — Information on patents, tax rediefl tax credit systems, and other
administrative records have the potential to playnaportant part in the checking of the
survey based estimates of R&D.

c. Payments for the use of R&D products. Headingsuimenit use such as licence fees,
royalties, franchise payments etc. can confusedmtvpayments for non-produced assets
such as marketing and brand names, and producets ass the result of research and
development.

d. Back series — this will unavoidably require the o$g@roxy information to create back
series which will not be of the same quality agnesttes based upon sources and methods
designed and introduced to generate reliable etstgnan the future. Nevertheless,
proposals will be made for suitable proxies as ltinge series are necessary for the
running of Perpetual Inventory Models to enablelstevels and depreciation estimates
to be made for R&D capital assets.



Annex 1
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A Directorate C: National Accounts, Prices and Key Indicators

FINAL REPORT
SECOND TASK FORCE ON THE CAPITALISATION OF RESEARCH AND
DEVELOPMENT IN NATIONAL ACCOUNTS
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| ntroduction

1.

The share of goods in GDP has been steadily deglini favour of services in the European
Union Member States and other developed countBieth inputs into production process
and outputs of production have become more "intdegiln many cases most of the value
of these intangible products is to intellectual eadbur they embody — a feature that calls for
their treatment as investment. However, researdhdanelopment (R&D) services have not
been so far included in gross fixed capital formatin ESA95. Instead, they are treated as
intermediate consumption. Given the fact that R&43 Imany characteristics of investment,
its capitalisation has become one of the majorcomf the revision of the System of
National Accounts and the upcoming revision of B®A95. As a result of the work of the
Canberra 1l Group on the Measurement of Non-finAnéssets in particular, it was
proposed to include R&D expenditure as gross figapital formation in the core national
accounts. Hence, the latest System of National &aso(SNA2008) explicitly recognises
that expenditure on research and development sheutdcorded as capital formation.

Before achieving the aim of capitalisation of R&bBe quality of the data must first be tested
in the satellite accounts. A high level of religilof data and its international comparability
have to be ensured. A statistical basis for thesldgwment of harmonised European R&D
satellite accounts exists, since, under CommisRiegulation (EC) No 753/2004 of 22 April
2004, all European Union countries must gatherissizdl information in the field of
research and development. The Regulation lays dbainMember States must obtain the
necessary data using a combination of differentrce®) such as sample surveys,
administrative data sources or other data souldesemphasis is placed on comparability at
the international level, since the Regulation dlegpecifies that the statistical areas it covers
are based on harmonised concepts and definitidruse the latest versions of the Frascati
and Canberra manuals.

However, data currently collected are insufficitartthe comprehensive preparation of R&D
satellite accounts. The fair application of Eurapdegislation therefore means that the
required estimates must be harmonised, clearltifteshand discussed between the Member
States. In this context the main objective of tinst fEurostat Task Force on R&D was to
prepare templates for supplementary tables of R&fh e long-term aim of enabling the
capitalisation of R&D.

The second Task Force made use of the outcomeedfirst Task Force, completed two
rounds of the templates for supplementary tableR&D and by doing so the Task Force
tested the reliability of the R&D data. The religlitests and the identification of the main
difficulties encountered in completing the suppletaey tables was the main objective of
this Task Force. The second objective of the Tamkd-was the promotion of exchange of
experience with regard to the capitalisation of RB&ween the participants.

The Task Force met 3 times in 2011 and 2012. Inptleearation to the meetings, the EU
Member States and the EFTA countries were requéstedmplete the R&D questionnaire
containing the R&D capitalisation templates. Funthere, the countries were encouraged to
provide comments on their preliminary experiencthwegard to the capitalisation of R&D
services. In the course of the work carried outhgyTask Force difficult issues, such as the
treatment of the freely available R&D services #imgl issue of service life of R&D assets,
were thoroughly discussed.
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Recommendations of the second Task Force on the capitalisation of R&D in National
Accounts

6. The following recommendations were agreed by trek Force on R&D:

i) full consistency between the data in the agreed compulsory R& D tables and the national
accounts should be ensured in the course of the capitalisation of R&D services;

The Task Force agreed a compulsory set of tabldsstiould be used as bridge between
data sources and National Accounts (see Annexisad¢port). In particular Table 1 and
Table 2 concern the calculation of output of R&@ble 1 may be filled in for sectors for
which sufficient information from sources otherriharascati surveys is available (that
could most probably be the case for S13, but mayse for other sectors). In the other
cases Table 2, which is based on Frascati survatgs should be used. The Task Force
made a recommendation that full consistency betwleenlata in the agreed compulsory
R&D tables and the national accounts should be redsun the course of the
capitalisation of R&D services.

) until the R&D stocks are available, the consumption of the R&D assets used in the
production of R&D services does not have to be taken into account in the estimates of
the R& D output (as a part of the consumption of fixed capital);

The calculation of the consumption of fixed capitalthe production of R&D services
(R&D output) by means of the PIM method requirenestion of the use of all fixed
assets, including existing R&D assets used to presiew R&D. As the stocks of R&D
assets are not yet available in most of the caesitthe Task Force recommended that for
the moment the consumption of the R&D assets useithe production of the R&D
services may not be taken into account.

k)the input method is recommended in the calculation of R&D in volume terms,

In view of difficulties in identifying the outputnit in R&D and as no unit value indices
exist, the Task Force recommended to use the mgtiiod for the volume measures of
R&D.

[) geometric depreciation function is recommended as a reference method in the
calculation of CFC of R&D; however, countries that have developed alternative
methods may continue to use them;

The Task Force recommended that countries showddthes geometric depreciation
function as a reference in the calculation of comstion of fixed capital of R&D assets.
However, countries that developed alternative nathoay continue to use them.

m) the R&D services subcontracted by one R&D institutional unit to another R&D
institutional unit should be recorded as intermediate consumption. However, the
possibility of recording the output of R&D institutional unit net of subcontracted R&D
or on a gross basis would be left open to countries that encounter problems in
obtaining data needed to adjust the Frascati intramural expenditures on R&D to gross
recording;

Already the previous R&D Task Force encouragedMbenber States to record the R&D
services subcontracted by one R&D company to an®B& company as intermediate
consumption. However, the possibility of recordthg output of R&D companies net of
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subcontracted R&D was left open to countries timabanter problems in obtaining data
needed to adjust the Frascati intramural experetitan R&D to gross recording.

n)all expenditures by government on Intellectual Property Products (1PPs), including
freely available R& D, should be recorded as GFCF, if they satisfy the requirement that
I PPsisintended for usein the production of more than one year;

While filling in the questionnaires some countréexluded a part of the freely available
R&D from investment. The justification of such @dtment was intensively discussed.
Finally the Task Force was remindedtbé pragmatic decision of the ESA 95 review
group to capitalise all freely available R&D whihintended for use in the production
of more than one year.

o)the net operating surplus of market producers of R&D (as reference to return to capital)
is derived as mark-up including unsuccessful R&D. The method to obtain the mark-up
may be calculated as industry specific or as a single mark-up for all industries: To
ensure stability of the mark-up time series, an average or a weighted moving average
of several years should be used;

Ideally, the averaging technique should be consistéth the parameters used in the
calculation of CFC. In practice, however, there Ildobe problems regarding the
availability of long time series and thus a simalerage of a limited time-span should
also be allowed.

p)Service Life estimates used in the calculations of R&D should be based on dedicated
surveys or other relevant research information, including information of other
countries with comparable market/industry characteristics. In case, where such
information is not available, a single average Service Life of 10 years should be
retained. It is also recommended that the above mentioned Service Life estimates
should be investigated regularly, e.g. every 10 years.

A majority of countries have neither detailed neliable information on service life for
each component of R&D. The proposed single aveodgeervice life of 10 year is a
practical solution for those countries that haveimformation on service life of R&D
assets. There is no intention to prevent counfrim® using more specific information
resulting from their research efforts.
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Impact of the R& D capitalisation - Reliability of theresults

7. The main objective of the Task Force was to testréiability of the R&D data. The
results showing the impact of capitalisation of R&D GDP using the statistical information
provided in the questionnaires in 2011 and in 2&¥2best illustrated bg§hart 1 below.

Chart 1. Impact of R&D capitalisation on GDP — in per cehGDP — Preliminary results
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Source: Results of the questionnaire on capitaisaitf R&D in 2011(blue) and in 2012 (green)

8. The Task Force also analysed the correlation betvaeRD expenditure and impact of
R&D capitalisation on GDP. The results are ploite@hart 2 below.

Chart 2: Correlation between GERD expenditure and impa&&D capitalisation on GDP
— Preliminary results
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9. Chart 1 visualizes the progress of the Member Statiaile calculating R&D figures.
Several countries were able to fill in the questare twice and the number of reporting
countries increased significantly with the secorereise. Furthermore, the chart shows that the
estimates on the impact of R&D capitalisation foode countries delivering two data sets are
considerably stable.

10. Chart 2 shows a strong positive correlation forcallintries between GERD expenditure
and impact of R&D capitalisation on GDP. Some cdaatstated that their R&D data are still
subject to further improvements (e.g. methodoldgiegpanding coverage of survey currently in
operation) and that their data are expected to bee momparable with the other countries'
results.

11. The joint analysis of Chart 1 and Chart 2 shows tiva widespread results presented in
Chart 1 are in line with the information provideg Ghart 2. Low GERD expenditure leads to a
low impact of the capitalisation of R&D expenditume GDP and vice versa.

12. A self-assessment of the countries with resped¢héoplausibility of results and to the
coherence across the different approaches wasda\ny the R&D questionnaires. The self-
assessment is in line with the positive resultgigin Chart 1 and Chart 2. The vast majority of
countries classified the results of their calcolasi as plausible and coherent.

Final Conclusions

13. The Task Force on R&D completed its work accordmgs mandate: 1) to analyse the
results of the supplementary tables on the capétitin of R&D sent by the Member States, in
particular the reliability of the data and the mdifficulties encountered in completing them; 2)
to promote the exchange of experience with regarth¢ capitalisation of R&D between the
countries.

14. The Task Force had identified the main practicabf@gms in compiling R&D estimates
and put forward solutions, as presented in patthé, will help to further improve the reliability
and comparability of the R&D estimates.

15. Developing National Accounts R&D estimates is didlift area and continued work is
needed to keep on improving the quality the R&Dnestes. In order to foster this, Eurostat will
produce a dedicated compilation guide and will argatraining on R&D for R&D compilers.

16.  Taking into account its discussions and recommémugtthe Task Force on R&D saw
no major obstacles against implementing the cagatiddn of R&D in National Accounts. One
member expressed the view that it is too early a@erthis decision.
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Annex to the Final Report - Templates of tables presenting the impact of reiflaation of
R&D on the value added by industries and on Gramsi&stic Product

Table 1

OUTPUT OF R&D
Year:

S11 S12 S13 S14 S15 TOTAL

Intermediate consumption

Compensation of employees

Other taxes on production

Other subsidies on production

Gross operating surplus

Adjustment for exhaustiveness

Other adjustments

N0 W|IN|F

TOTAL = OUTPUT
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Table 2

OUTPUT OF R&D

Year :
S11 S12 S13 S14 S15 TOTAL
+ + + + + + -

1 | Frascati Manual Intramural expenditures
on R&D

2 | Subtract payments for licences to use
intellectual products (principally R&D
assets, such as patents) that should be
recorded as GFCF

3 | Subtract expenditure on own-account
production of software

4 | Add payments to postgraduate students
not included in FM data

5 | Subtract capital expenditures

6 | Add other taxes on production not
included in FM data

7 | Subtract other subsidies on production

8 | Add extramural purchases of R&D that
should be recorded as intermediate
consumption. Applies only to R&D
industry

9 | Sub-Total (1 to 8): current expenditures

10 | Add estimate of consumption of fixed
capital plus a return to capital (for non
market producers only consumption of
fixed capital):

11 | - Option 1: As percentage of current
expenditures (line 9) or compensation of
employees

12 | - Option 2: As cost of capital services
measured with a PIM

13 | Adjustment for exhaustiveness

14 | Other adjustments

15 | Balance : Output of R&D
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Table 3

GFCF OF R&D
Year:
S11 S12 S13 S14 S15 TOTAL
+ + + + + - +

1 R&D output

2 Add Imports of R&D

3 Add trade margins

4 | Add taxes on products

5 Subtract subsidies on products

6 Subtract extramural purchases of R&D
that should be recorded as intermediate
consumption. Applies only to R&D
industry

7 Subtract Acquisitions of R&D not
expected to provide a benefit

8 Subtract changes in inventories of
finished R&D

9 Subtract Exports of R&D

10 | Add Net purchases of R&D between
domestic sectors

11 | Sub-Total

12 | Balance: Total GFCF of R&D

13 | Add/subtract capital transfers of R&D

assets between sectors in capital
account
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Table 4

R&D ASSETS AND CONSUMPTION OF FIXED CAPITAL

Year:
R&D assets CFC
1 S11
2 S12
3 S13
4 S14
5 S15
6 TOTAL
Table 5
IMPACT OF RECLASSIFICATION OF R&D ON THE VALUE ADDED BY INDUSTRIES
Year:
Market producers Non-market
of R&D (by producers of R&D TOTAL
NACE) (by NACE)
1 | Output before R&D capitalisation
2 | Changes in output because of own
account production of R&D
3 | Changes in output because of
government consumption of fixed
capital of R&D
4 | Output after R&D capitalisation
5 | Intermediate consumption before
R&D capitalisation
6 | Changes in intermediate
consumption because of
capitalisation of R&D purchases
previously included in IC
7 | Intermediate consumption after R&D
capitalisation
8 | Value added before R&D
capitalisation
9 | Changes in value added
10 | Value added after R&D

capitalisation
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Table 6

IMPACT OF RECLASSIFICATION OF R&D ON THE GROSS DOMESTIC PRODUCT

Year:

Before R&D
capitalisation

After R&D
capitalisation

FROM THE OUTPUT

Output (basic prices)

Intermediate consumption (excl. deductible VAT) (-)

Value added (gross, basic prices)

Taxes less subsidies on products

Taxes on products

Subsidies on products (-)

Difference imputed and paid VAT

Domestic product (gross, market prices)

FROM THE GENERATION OF INCOME

Compensation of employees

Wages and salaries

Employers’ social contributions

Taxes on production and imports less subsidies

Taxes on production and imports

Subsidies (-)

Operating surplus/mixed income (gross)

Consumption of fixed capital

Operating surplus/mixed income (net)

Domestic product (gross, market prices)

FROM THE FINAL EXPENDITURE

Final consumption expenditure

Fixed capital formation (gross)

Changes in inventories

Acquisitions less disposals of valuables

Exports of goods and services

Imports of goods and services (-)

Domestic product (gross, market prices)
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