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l. I ntroduction

In accordance with its mandate from the United dtetiStatistical Commission (UNSC),
the Advisory Expert Group (AEG) is assisting theetsecretariat Working Group on National
Accounts (ISWGNA) in resolving issues on the SNée@ch agenda, the implementation of the
SNA, and as well as emerging research issues.niHie purpose of the ninth meeting of the
AEG is to consider guidance on issues relatedeantiplementation of the SNA. These issues
are: accounting for pensions; global productioamgements; the valuation of land and other
non-financial assets; the recording of flows armatlss of international organizations; the SDMX-
initiative related to national accounts, balanceafments and foreign direct investment; the use
of indicators on deficit and debt; manuals, handisand other guidance; statistical units in
supply and use tables and institutional sectorwatsy distribution of income, consumption and
wealth; and practical national accounts issues agdbackcasting and the use of big data for
national accounts compilation.

. Current issues
1 Implementation of the 2008 SNA
1.1. Progress with the implementation of the SNA (LeaNSD)

The global initiative for the implementation of tB808 SNA, endorsed by the UNSC, is
based on an integrated statistics approach. \Wgladoption of this approach, the programme on
the implementation of the SNA has broadened itpst®yond the production of
macroeconomic accounts to the whole statisticalycton process of basic statistics and aspects
of the institutional environment to facilitate tregular and sustained compilation of the
accounts. For example, the institutional environhe®vers aspects such as seeking political
commitment and allocation of adequate resourcesffmial statistics, using statistics for
evidence based policy making, and strengtheningdtienal coordination for statistics.

2. Accounting for pensions

2.1  Methodology for delineation and measurement of jpensntittements (Lead: Eurostat
and OECD)

The 2008 SNA recognises that employment-relatediparentitlements should be
recorded in the set of standard tables of the SAtAhe same time some flexibility is provided
regarding pension entitlements of unfunded pensotremes sponsored by government for all
employees (whether private sector employees orrgavent's own employees) which are
intertwined with social security schemes. Givert thase schemes vary considerably from



country to country, only some of these unfundedsementitiements may be recorded within the
core system of national accounts.

Under this item, the distinction between the vasisahemes will be discussed, including
the possible development of criteria for distinging between pension schemes of which the
pension liabilities are to be recognised in thee@ystem, and those for which the liabilities are
not being recognised. Furthermore, an overview vgalprovided on the progress made so far in
measuring the data needed for the compilationtéth7.10. It will also address the main
methodological issues and possible data sourcasite at high quality comparable estimates.

2.2  Table on household resources for retirement (LE&ICD)

This item will address common issues such as fingnetirement incomes with an aging
population, increasing debt concerns and the swadidity of consumption patterns. Though the
strategy of encouraging increased savings foreragnt, via pension schemes and other
initiatives is common to most countries, theresarestantial differences in how these strategies
have been implemented across countries. To fdeilitee collection and dissemination of
internationally comparable data the compilatioraoradditional table containing an overview of
the household resources for retirement is proposed.

2.3  Treatment of holding gains and losses in investrirexme (Lead: UNSD)

The 2008 SNA recommends that in the absence ofoitXgles, service charges should be
implicitly calculated for non-life insurance, reumance, life insurance, annuities, standardized
guarantee schemes, defined contribution and debeeadfit pension funds. The 2008 SNA
appears to provide conflicting guidance on whetbenclude holding gains/losses in the
estimates of investment income attributable tonasce policyholders and pension beneficiaries
that are treated as premium or contribution supphgmin the calculation of the implicit service
charges for insurers and pension funds. In inseantere the 2008 SNA appears to recommend
the inclusion of holding gains/losses in the estesaf this investment income, it is silent on
whether these holding gains/losses should incluidierealized ones. The 2008 SNA is also not
explicit on whether holding gains/losses shouldnotuded in the change in life insurance and
annuity technical reserves and the change in pemrsiotlements when calculating the implicit
service charges for life insurance, annuities avbspn funds.

2.4  Imputation of property income in the case of lidigis between the sponsor and the
pension fund (Lead: BEA)

The 2008 SNA states that when a pension plan spasesponsible for meeting the
liabilities of the fund in case of any shortfalietshortfall should be recorded as a claim of the
fund on the sponsor. As a consequence, the nehwbthe pension fund should remain exactly
zero at all times. Under the 2008 SNA, the unwigdhthe discount factor on the pension
entitlement is shown as property income flowingirthe pension fund to households. If the
pension fund is persistently underfunded, howeer unwinding of the discount factor also
applies to the claim of the fund on the sponsaggssting that a property income flow should be
recorded from the sponsor to the pension fundctfig the unwinding of the discount factor on
any underfunding of the pension scheme.



3. Global production
3.1 Economic ownership over Intellectual Property PaidijLead: TFGP)

Identifying economic, as opposed to legal, owngrstiintellectual property products
(IPP) assets held by special purpose entities (BRiHgn large multinational groups is a
challenging task. In this context, the Task Foneé&sdobal Production (TFGP) developed a
decision tree for more broadly assigning economioership of IPPs to entities (including SPES)
participating in global production arrangementd®elonging to multinational enterprise groups.
Statistics Netherlands developed a methodologth®recording of output and related
transactions of royalty and licensing SPEs in thonal accounts.

3.2  Factoryless goods producers ( Lead: UNECE)

In 2013, the AEG reviewed the industrial classiima of a new type of global production
arrangement, the so called factoryless goods pevduthe AEG supported the proposal of the
TFGP that ownership of material inputs should rethe sole determining factor in classifying
an FGP and consequently agreed that FGPs shoulddsfied as manufacturers. The
recognition of the factoryless production arrangetmequires further elaboration of the three
global production arrangements: transformationaafdy owned by others (goods for
processing), merchanting, and factoryless gooddyateon. The emphasis is placed on the
recording of the output and respective internafitra@sactions.

4. Manuals, handbooks and other guidance
4.1  Manuals, handbooks and other guidance (Lead: UNSD)

The ISWGNA initiated the compilation of manualspndbooks and guidance notes to
strengthen the statistical capacity for compiliagional accounts in accordance with the
implementation programme for the 2008 SNA and supppstatistics.

5. The outcome of AEG consultations
5.1 Distinction between volumes and prices when thaevaf land changes (Lead: OECD)

The outcome of a written consultation of the AEGhomv to distinguish the changes in
the value of land between balance sheets is pextenter this agenda item. The initial
consultation note was prepared by the joint Euteé3&CD Taskforce on Land and other Non-
financial Assets to further clarify the guidancetod 2008 SNA on whether to record the change
in the value of land as amwther changéin volume or as drevaluation”, when the change in
the value of the land was due to changes in th@gnding amenities of the land instead of due
to a change in the economic use of the land. Whédeaesponses of the various AEG members
were diverse, there was a slight preference (mb8tresponses) to record “changes in the value
of land that are due to changes in the surrounamenities of the land” as holding gains
(revaluations) and not as volume changes.



5.2 Institutional sub-sectors and the delineation @dheffices, holding companies and
special purpose entities (Lead: Eurostat)

The outcome of the consultation of the AEG atats imeeting on the classification of
head offices, holding companies and SPEs is predemthis session. Countries reported that
they experience difficulties when implementing B8 SNA recommendations on the
delineation of the more detailed sub-sectors withenfinancial corporations sector (and the
provision of information related to them), and thassification of head offices, holding
companies and SPEs.

1. New issues
6. Recording flows and stocks of international organizations
6.1 Treatment of output international financial indtibms (Lead: IMF)

International financial institutions (IFIs) suchtag IMF, World Bank, and regional
development banks are public financial corporati@msl, by implication, institutional units) that
are, as a rule, non-residents vis-a-vis countressging in the “international economic territory”.
Like other financial corporations, they use inpotproduce financial intermediation output,
which has a directly measured (fee) and an indyeseasured FISIM component. They are
jointly owned by the governments of their membarrtdes under cooperative arrangements,
such as the IMF Articles of Agreement. The charazaéon and compilation of their output, and
the use of that output by their member countrigsiire elaboration under the current SNA
guidelines, but also may have implications forgbhepe of the financial instruments associated
with the production of FISIM as well as the finaadnstruments associated with the use of
FISIM.

This subject falls under the 2008 SNA Research Agetems for FISIM (2008 SNA,
paragraph A4.33), Income arising from assets (ZI98, paragraph A4.36), and Definition of
income (2008 SNA, paragraphs A4.23 and A4.27).

6.2  Equity claims on international organizations (LeBdFE)

IFls such as the IMF, World Bank, and regional demament banks are institutional units
and, as such, have net worth calculated as therelifte between their assets and liabilities. The
member countries of these institutions are themens under cooperative arrangements, such as
the IMF Articles of Agreement, and thus have amalan the institutions’ breakup values that is
characterized as AF519 — Other equity (2008 SNAagraph 11.88 and Annex 1, paragraph
Al.26, and BPM6, paragraph 5.26). The concepOthér equity as it applies to the IMF has
been explored with the Balance of Payments Comen{fB©PCOM), but applies to a broader
class of cooperative financial institutions, sustceedit unions. In view of its broader
applications, the paper provided to BOPCOM woulgtesented to the AEG under this agenda
item.



7. Thevaluation of natural resources (Lead: OECD)
7.1  Methodology for the valuation of natural resourfiesad: OECD)

The new System of Environmental-Economic Accoun{®BEA) Central Framework
has been adopted and awaits implementation. Toftehger this work, methodological guidance
on the measurement of natural resources in themataccounts will be developed over the
course of the next two years. Under this item, atate on this work will be provided. In this
respect, some more concrete proposals will begrutaird to take into account risk elements in
the valuation of natural resources.

8. Practical issuesin national accounts
8.1 Backcasting (Lead: UNSD)

Long time series are very important for analytjpatposes and maintaining the economic
history of a country. Breaks in time series ocaue tb the adoption of new or updated
international standards leading to changes in qascelassifications, delineating institutional
sectors, and sequence of accounts. They couldalstdroduced due to statistical revisions such
as implementing new or revised data sources, imgihéimg new interpolation/projection
techniques and other methodological changes. Batikgas a statistical technique employed to
ensure the coherence of the time series acrossmini@ maintaining economic history of a
country. Under this agenda item some practical gtasnof backcasting methodology will be
explored.

8.2  Big data: The use of big data in national accouatapilation (Lead: UNSD and country
presentations)

The advent of the Internet, mobile devices andraehnologies has caused a
fundamental change to the nature of data. Big Basamportant and distinct qualities that
differentiate it from “traditional” institutional ata, particularly the timeliness of the data. Big
Data could provide information on topics that auerently under the purview of national
statistical offices (NSOs). Consequently, some NB&® started to explore how best to harness
Big Data in order to supply quality statistics fimproving economic performance, social well-being
and environmental sustainability. For example, cotimg a price index to estimate inflation by
collecting price information over the internet abide published daily with a three day lag as opgpose
to the official inflation numbers which are pubkshmonthly with a an even longer lag. A quick turn-
around allows for early detection of inflation tdsrand may allow policy makers to tailor policies i
a much timelier manner. This session will exploeysvof usindBig Datain the compilation of
national accounts aggregates.



IV.  The SNA research agenda
9. The 2008 SNA resear ch agenda
9.1 Issues going beyond the 2008 SNA recommendatioeasdLUNSD)

Annex 4 of the 2008 SNA lists research issueshthae emerged during the update of the
1993 SNA, but where more extensive consideratioreeded than was possible in the course of
the update process. At its meeting in 2012 the Algeed with ISWGNA to focus only on
issues related to practical implementation, cleaiions and interpretation of the 2008 SNA, and
not touch upon issues beyond the 2008 SNA. Howaveumber of issues particularly related to
the definition of income were brought to the ati@miof the ISWGNA, which require a general
discussion on the way forward with issues goingonelythe 2008 SNA recommendations. These
issues include: the financial instrument and ucoipe of FISIM and the connection between the
recommendations on implementation of FISIM anddéinition of income; whether the capital
income derived from the investment of insurer’'s dwmds should be included in the calculation
of the output and value added of insurance; andréa@ment of statistical units in the supply and
use tables and institutional sector accounts.

9.2  Statistical units in Supply and Use Tables andtitginal Sector Accounts (OECD and
UNSD)

The rapidly changing nature of production and irtipalar the ways in which producers
produce goods and services has cast a spotligiteoBNA’s preference for the use of the
establishment as the preferred unit to compile stril statistics, and in particular, supply and
use tables. One of the primary motivations for gresference reflected the view that
establishments classified to the same industraalsification grouping shared similar
characteristics in their production functions, aswl, were considered broadly ‘homogeneous’.
However the increasing international fragmentatibproduction, coupled with the growing
emergence of new types of producers has weakerdstlyimg assumptions of homogeneity. In
addition to practical problems in implementing tomcept of the establishment, this calls for a
reconsideration of the statistical unit used inghpply and use framework.

Another discussion regarding statistical units tesato the interpretation of the SNA-
definition of an “institutional unit” for the comigition of institutional sector accounts. Criteria
such as autonomy of decision making or the abibtyake economic decisions, and even the
availability of a complete set of accounts, arernpteted in quite different ways, leading to a lack
of an international comparable implementation. Somes, this may be caused by the
availability of source data, in other cases it imatter of interpreting the SNA differently. In
practice, one can notice, for example, differerinethe delineation of institutional sectors when
it comes to the recognition of quasi-corporatidnsother cases, one can observe the use of legal
units, enterprises or even enterprise groups asgbequivalent to institutional units, as a
consequence of which for example unconsolidatec et debt differ substantially across
countries. Another issue relates to the recogniiforaptive units as institutional units or not.



V. | ssues for information
10. Government finance statistics

10.1 Towards enhancing international comparability aier@l government debt data
(Lead: IMF)

Differences in instrument and institutional seaoverage can have a significant impact
on public deficit and debt data. To enhance intgwsnal comparability of general government
data the IMF Statistics Department has developeataix with a cascading approach for
instrument coverage (D1-D4) and levels of governnf@h1-GL5). The IMF is adopting this
approach in the recently revised questionnaireliect data from member countries for
publication in the Government Finance Statisticareok, which will also allow countries or
regions to disseminate data using their nationthiiens of debt. Further, the Task Force on
Finance Statistics (TFFS), the relevant internatidrody for debt statistics, has agreed to adopt
the same cascading approach for the presentatigovernment and public sector debt statistics
in the publicly available World Bank/IMF/OECD Publsector Debt Statistics database.

11.  SDMX-initiative
11.1 SDMX Ownership Group for NA, BOP and FDI ( Lead: CIE)

Much progress has been made to facilitate the exgehaf national accounts data, using
Statistical Data and Metadata eXchange (SDMX) fariiae global data structure definitions
(DSDs) are now publicly available on a Global SDMRXgistry. The next step is to enhance the
implementation of SDMX in national accounts worldej and how to support countries in their
endeavours in this regard.

12. Distribution of income, consumption and wealth
12.1 Distribution of income, consumption and wealth (le@ECD)

The most recent progress in arriving at informatorthe distribution of income,
consumption and saving across household groupsijstent with macro aggregates of national
accounts, will be discussed under this agenda itém®.main objectives and timelines of the
“OECD Expert Group on Distributional Information ércome, Consumption and Savings
within the SNA”will be introduced, in addition to other initiatis/eon this issue.



