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1. Introduction

Since the modern definition and establishment dfonal accounts, Gross Domestic Product (GDP) has
always been considered the “indicator” able to mesthe economic performance of a country. The @tter
and consistent system that underlies GDP (the mystenational accounts) provides the methodological
foundations and the structured background thagbriBDP to be the reference macroeconomic indicator.

In this sense, GDP is the ultimate product of ttaistical chain that starts with the collection ldsic
statistics and, through the elaboration of nati@aounts, ends with the key macroeconomic indisateat
are used for economic and monetary policy purposes.

The recent financial and economic crisis has geeérpressure to have a rapid estimate of short-term
macroeconomic indicators principally available wigy makers. Hence, official statisticians haveused
on the provision of an early estimate of GDP.

This specific statistical need has stimulated alemof methodological and technical debates. Whiilst
development of rapid estimates for GDP is, in fisah interesting statistical challenge and a pnove
desirable target for policy makers, a standalop&lrastimate of GDP is only part of the ultimatelgo

Indeed, the relevance of a rapid estimate of GD® tbabe conceived within a sequence of statistical
products. All those products should anticipategbenomic path, describe the economic momentuma@s so
as possible, analyse the economic situation by lgam the past in order to anticipate the futdreerefore,

a rapid estimate of GDP is, in fact, a sequencdiftdrent estimates (statistical products) assedidb the
indicator that is commonly considered as the syittlmeeasure of the economic development.

At the same time, a standalone rapid estimate dP @&Dnot fully operational if it is not complemedtby
additional information on its components and irglted with key macroeconomic aspects. In stadistic
terms, this reasoning leads to a set of key maoramuic indicators. Therefore, a rapid estimate BiPds
to be considered in strict relation with a selectetlof coordinated key macroeconomic indicators.

Nowadays, the idea of a statistical “dashboardinieasingly becoming the reference for monitoring
macroeconomic developments and concrete exampéeslegady available such as the business cycle
dashboard of CBS in The Netherlands, the busingde tracer of Eurostat and the dashboard for 20 G
summit in South Korea.

The set of indicators covered by the dashboardésautput of the entire statistical process: frdma t
collection and elaboration of basic statisticsptlyh national accounts and beyond till key indicatdhe
dashboard, in our context, takes a short-term dweeav of the economy.

The successful implementation of a rapid estimat@€®P requires, therefore, the definition of a $hard
medium term strategy with concrete targets, a defiined methodological framework (glossary, handhoo
guidelines), a coordinated development with othey kmacroeconomic indicators (dashboard), the
establishment of a sequence of statistical procetased to GDP (among which the GDP flash estig)ate
and, in an extended approach related to the dashbaa appropriate communication supporting the
establishment of a “rapid/flash estimate culture”.

This paper addresses these issues on the basis experience cumulated during the sequence ohsesni
on “Timeliness, Methodology and Comparability ofgthEstimates of Economic Trends” in Ottawa and on
“Early Warning and Business Cycle Indicators” ih&eeningen; the experience derived from the worledo
on flash estimates at European level; and theractait in place to react to the statistical consaqes of
the financial and economic crisis.



2. GDP estimates: a sequence of statistical prodsct

Information on GDP is provided almost daily botmational and international level. This offer cdtsttical
products related to GDP (forecasts, nowcasts, #aimates, regular estimates) involves differéatitical
producers (official national statistical authomgtiénternational institutions, private organisasipand targets
different audience.

The flash estimate of GDP is part of this sequenfcestimates associate to GDP. Such a sequence is
characterised by the different amount of basicriméttion required in the compilation, the prominegoen

to the different aspects of quality (first of diettrade-off between timeliness and accuracy) iana,cause-
effect chain, the technical approaches used iwvidegrthe different statistical products.

On the basis of common well established practites,sequential statistical products to the estimafe
guarterly GDP growth, are:

- Forecasts;

- Nowcasts;

- Flash/advanced estimates

- First estimates

- Second and successive estimates

Fig. 1: Sequence of statistical products associatéa rapid estimates
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From a contents-point of view, the amount of a\ddabasic statistical information increases whewinmp
the point of observation — release of the staisficoduct — along the temporal axis.

From the methodological point of view, the adheeent the compilation process of rapid estimatethéo
compilation process of regular estimates increadesg the temporal axis; by consequence the process
becomes less and less econometric/statistical icpods based.

In the case of flash GDP, the increased availghifitbasic statistics along the temporal axis gftleens the
basis for the calculation of GDP and makes avagla&stimations of the components, in particularbioth

the expenditure and output side. In parallel, nmelated key macroeconomic indicators are availabtkéthe
reliability/accuracy of the estimates increases|swtimeliness decreases.

The amount of basic information and/or use of eowgtoic/statistical techniques used in the comgitati
gualifies the different statistical products asatexl to the estimation of GDP; these are the distim
elements analysed in the glossary of rapid estsndterthermore, the forthcoming handbook on flash
estimates intends to provide the necessary guidantie specific product that flash estimates espnt.

In addition, the movement along the temporal afiscés the nature of the “statistical actor” thabguces
the different statistical products. At the end teé thain stand national/international statistioatifutes in
charge of the compilation of the official GDP figgr at the beginning of the chain the key roldaggd by
research entities and/or planning bureaus. Theeblond is traced around nowcasts and flash estsnate
where a clear role for national statistical ingéituis not fully evident. The forthcoming handbawk flash
estimates should help to clarify the qualificatimfreach of this products and the associated rolefficial
statisticians.



Fig. 2: Who does what in rapid estimates?
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3. A set of coherent macroeconomic indicators — treashboard approach

The financial and economic crisis has producedv@act on statistics by pointing out the need fatistical
information going beyond GDP and complementing ithvother macroeconomic indicators more or less
directly related to GDP.

In fact, a comprehensive analysis of several indisaoffers an inclusive picture of the economithpand
provides policymakers with a broader and coordoh@térmation set to rely on for monetary and eaoim
policy-decisions.

The recent developments of dashboards (The Netfuey|&Eurostat, the G20 Korean dashboard) wants to
give an answer to the increasing demand for coatedéhsets of macroeconomic indicators. Within Battos
the Principal European Economic Indicators (PERLts) evolving in this direction, as well as thetfles/el

of the template promoted by the UN Statistical Bimh as follow-up of the Ottawa-Scheveningen-Moscow
seminars and the first level of the Principal Globalicators as set up by the Inter Agency Group on
Economic and Financial Statistic.

The dashboard approach has the advantage to higldlexd adaptable to diverse and evolving inforomat
needs by simply varying its composition. From alittanal macroeconomic point of view, information o
prices, national accounts, labour market statisthert-term statistics and external trade seemepesent
the minimum amount of statistical information nexagy to understand the developments of the economy.

Whilst the above mention coverage of statisticalaaris the target for a comprehensive macroeconomic
statistical framework, a dashboard has to focus aelection of indicators derived from these diasb
domains: consumer price index, GDP and key compen@onsumption, gross fixed capital formation,
sectoral information), industrial production indaexemployment and employment, external trade, otirre
account.

Furthermore, the composition of a dashboard sheutilve along with the dynamics of the sequence of
statistical products described in the previousisectForecasts, leading indicators, flash estimated
regular estimates of the different macroeconomilicators interact in providing a dynamic overviefatlee
economic path, its components and their intercaiomes (a revision-dynamic dashboard — or, in other
words, a real time dashboard).

In relation to the GDP flash estimates, the dastibead its dynamic evolution, can offer the podigbto
understand the context of a specific flash estim@iteough the interconnections with the key
macroeconomic indicators and selected GDP compshet# accuracy (through the sequence of revigjons
the prediction abilities of forecasts, nowcasts laading indicators.



3. The statistical framework

As already mentioned, GDP is the ultimate proddiche statistical chain and has his roots deeplguich a
chain. Other key macroeconomic indicators (thosé should ideally be part of the dashboard refetoad
the previous section) are in a similar positionGi3P, but without the underlying framework offereg b
national accounts. Furthermore, the derivationomfijgosite indicators is based on the set of keycatdrs.

The statistical framework behind the compilationa®P, including the flash estimates of GDP, is efane
structured on the classical approach to the statigiroduction process:

- A first layer ofbasic statisticsorganised by statistical domain (the pillars): éxample, business
statistics, trade statistics, labour market stafisetc.

- A second layer ofdccounts that combines the basic information collected ataborated in the
first layer: for example, national accounts.

- A third layer ofindicators that are compiled in a coherent and consistent evathe basis of the
information structured in the second layer: forrapée GDP, key macroeconomic indicators.

- Afinal layer ofcomposite indicatorsthat synthesise the information associated tdiéyandicators
of the third layer.

This structure of the statistical information canassociated to a pyramid as illustrated in fig. 3.

Fig. 3: The pyramid of statistical information
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The pyramid conveys a key message on the statiptioduction process by visualising the dependenicie
the statistical chain and highlighting the causes effects that qualify the final products (qualifythe final
product depends on the quality of the input usezbtopile it).

The analysis and work conducted in the frameworkhef Ottawa-Scheveningen-Moscow seminars focus
mainly on the last two layers of the pyramid, watlview on the accounting-systems layer (having imdm
that the underlying statistical accounting systeitihe one established by the SNA).

In the case of rapid estimates (for GDP and/ortf@ set of indicators included in the dashboare) th
statistical pyramid can be seen as a sequencatidtistal pyramids (or a sequence of parent anidirehi
pyramids) that reflect the change in the compasitibbasic information/econometric-statistical teicjues).

The logic behind the statistical pyramid drives #lations to be set for the development of a systerapid
estimates for key macroeconomic indicators. Inddkd, successful achievement of the targets fordrapi
estimates of GDP highly depends on the way theeestatistical framework necessary for the comipitat
of the GDP and its rapid estimates evolves. Thk tdccoordination could introduce an important rfsk
the achievement of the final targets. Thereforeah@coming years, efforts have to be concentratedoth
the final target and on the consolidation of thei®af the pyramid so to get the necessary haninmdtion
for the compilation.



Fig. 6: The pyramid of statistical information andrapid estimates
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4, How to move towards a system of rapid estimateer a set of key macroeconomic
indicators

The first step to implement this strategy isdefine a coherent set of indicatorshat addresses the
requirements of policy makers.

The second step corresponds to define the difféypotogies of statistical productsto be associated to the
rapid estimates: forecasts, nowcasts, flash/addaestimates, regular estimates and interlinks betwe
them. This role is assumed by the glossary

The third step is to reinforcaternational cooperation to steer the progress in this field through isguin
guidelines (drafting of handbooks), fixing strateghort and medium term objectives and to set up an
appropriate roadmap to be implemented and monitdileel handbookwill serve in this purpose.

In parallel, the methodological background has to be strengthened via coordinated develomment
international seminars and by sharing best pragtice

The pyramid of statistics described in the previeastion highlights the importance of having théren
statistical production process moving towards tjedefined targets for the key indicators at the ¢ the

pyramid. The achievement of the identified target®s on the improvement at the level of basitisties,

accounts and, eventually indicators.

The following steps can be considered as constitelements for a set of action plans/roadmapsee!td
short-term macroeconomic statistics:

What?

- consider the higher level of indicators asc@herent set of indicators produced by statistical
authorities adequately covering the real sectorcamgplemented by selected financial indicators.

- consider as a target a set of statistical pradextended from forecasts to regular estimates.
How? — Preparatory actions

- run anin-depth analysis of interlinks between the production processes of the indicatoidentify
synergies, cross-links and potential coordinategtld@ments, both at national and internationallleve

- enhance coordination of the production processes ahacroeconomic indicators.Promote the
"data warehousé approach to the compilation of the indicators.

- trace thestatistical consequence®f the "domino effects" of financial and econongicenomena
encompassing financial, economic and social siEjstaking into account the new challenges posed
by a dynamic, global and fast-speed evolving sgciet

- build up on the experience acquired following #et up of theeconomic-fiscal and structural
surveillanceandthe European semester



How? — Strategic elements

fixing leading targets the development of the integrated set of indisatwill require the
establishment of a strategic integrated approadkh &n approach could be based on a threefold
strategy:

> theassessment of the current and future gaps the integrated set of indicators.

> the identification of targets for single indicators to match current and future users’ and
producers’ requirements (coverage and quality).

> theidentification of targets for the indicators as anintegrated dataset

set-up anmplementation processbased on therioritisation of the identified targets, the building-
up of aroadmap and associated timetable, the definition of aafléprogress-monitoring process
the definition of appropriaténdicators to measure the progress, the development dédicated
communication strategy

co-ordinate methodological and implementation aspés the interrelations among the indicators

will become more evident; all developments of sfieandicators will impact on most of the others

and will have to be run in accordance (methodoklgitevelopments, compilation practices, major
policies, monitoring activities). The role of intetional institutions as coordinators of the entire
process will increase encompassing new and moréeljués, recommendations and harmonised
policies (handbooks, international guidelines, gioies, common targets).

The proposed strategy has a double dimension:tetnah and international level. National developtsen
should aim at offering a coherent national picthag evolves along time (sequence of statisticadlpcts on

a set of coordinated indicators generated by thiomea pyramid of statistical information. Interiatal
developments should aim at ensuring the compatabdt international level and the coordinated
development through the methodological and stratggjdelines.

5.

Creating a culture of rapid estimates

Communication a key aspect in the strategy for isigathe statistical infrastructure underlying ttegid
estimates approach.

The following dimensions of communication have éotéaken into account:

Efforts must be maintained or even increased toimoa fostering affash estimate culturé among
stakeholders and users through an adequate comationion the different aspects of data quality.
An essential part of this part of communicationolves informing users on the reliability of the
different estimates of GDP, in particular flashirestes, which will help managing expectations.
This requires using appropriate revision compassamd indicators.

The characteristics of the different estimatesatieal products associated to GDP (but also to the
other indicators) have to be clearly explainedders so to create awareness of the meaningfulness
and quality of such estimatestransparency. Therefore, statistical authorities have to make a
effort in disclosing the methodologies used for¢bhepilation of the different estimates, the amount
of hard information used and the adherence todbelar production process.

The coordination of the releases of the differaaguence of GDP (and other indicators) estimates
within pre-defined release-windowgideally at the same time) has to be pursued sgetwrate
expectations for each statistical product in speaifornents in time.

A clear definition ofwhat estimates whati.e. what each statistical product is aimed foit 80 what

its performances have to be compared, will fa¢dithe quality assessment of the different estisnate
and, by consequence, the judgement of their siiitalbor different purposes (e.g., a good flash
estimate of GDP is an estimate that is close tofiteregular estimate and not to the final one,
therefore its performance has to be assessedsigdhtext).

The idea of a set afoordinated indicators (dashboard) and the need to define short, medndn a
long term targets for the indicators as a set have promoted.



6.

Summary

The main messages of this paper can be resumetiagst:

Rapid estimates of GDP are important for econométraonetary policy purposes;

Rapid estimates for GDP correspond to a sequenicdenfelated statistical products fit for diffeten
purposes;

Each statistical product is characterised by diffierequirements in terms of basic information ghar
data), degree of use of econometric/statisticahriggies, quality aspects (timeliness, accuracy,
reliability);

A standalone rapid estimate of GDP is not sufficfen policy makers: there is the need to link the
rapid estimates of GDP to other macroeconomic atdis;

The "dashboard" approach seems to offer the apptepanswer to the requirements of policy
makers;

A coordinated set of key macroeconomic indicatbautd be the target statistical tool for describing
the economic path;

Key macroeconomic indicators are the final prociidhe statistical production process (pyramid of
statistical information);

The definition of clear targets, an implementastrategy and a well established roadmap are of the
utmost importance.

Communication is paramount for establishing a ‘ttagstimates culture”.



