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I. Introduction

1. The Working Group on Wational Accounts at Constant Prices met in
Addis Ababa, Ethiopia, from 21 to 28 November 1366. The Group was the
first in a series of meetings in th: various regions of the world on
national accounts at constant prices, which are being convened in

connexion with the revision of the SNA.

2.. Hecommendations concerning national accounts at constant prices are
not inoluded in the présént SFA. Constant price sstimates will, however,
constitute an integral part of the revised SWA, which will oontain a
special chapter on tke subject based on the conclusions of the regianal
working groupe. Since the subject is of growing importance in connexion
with economic planning and also has many other important uses, the regional
working groups are considering not only conceptual problems but also

practical methods of com:ilation of constant price series.

3. Experts from cight African ccuntries aud from France and the United
Kingdom parsicipated in the Working Group. A 1list of participants is

given in Annex II %o this Teport.

4. The agenda as adopted by the Working Group for its discussions, as
well as the background papers considered by the Group are shown in Annexes

I and IIT to the report.

Se Mr. R.K. Gardincr, Sxecutive Seocretary of the Beonomic Commission for
Africa opened the moeting. The Executive Secretary's opening statément is

reproduced in Annex IV.

6. Mr. Abdelhamid Aocuad (Moroc ") was elected Chairman and Dr. Aziz EL
Din Sayed Ahmed E1 Tigi (United #rab Republic) was elected Vice-Chairman
of the meeting.

. II. The nature of constant prices data most useful for the region

7. Following the lay-out of document ST/STAT/15 "National Acoounts Data

in Constant Prices", prepared by the Statistical Office of the United Nations,
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the Working Group first considered which parts of the full system of
accounts and tables of the revised 3NA should be recommended esfimated

at constant prices. The Working Group was in complete agreement with

the Tecoumendations in ST/STAT/15 that efforts should be concentrated

on obtaining useful estimates of the items on the Product and expenditure
acoounts. These items could for the greater part be disaggregated into
commodity flows or be obtained as differences betwsen such flows which

could be factored into a price and volume component in a unique way.:

8. The Group feit that it would be presumptuous and not very usefﬁi at
the present state of statistical development in the region for 1t to engage
in a detailed and time-consuming theoretical discussion of issues like the
estimation of a complete system of balanced accounts at constant prloes

or the relatlve merits of the various deflators which could be applled

to income flows in order to express them in terms of their purchasing

power,

9. The Group recognized that estimates of income flows expressed in

terms of their purchasing power over specific baskets of commodities might
be required in the region to a limited extent and for 5pecific purposes,
mostly connected with national planning. In such cases the purpnses for
which the estimates were required ought to be defined as clearly as possaible
80 that the choice of deflator would be narrowed down ag far as possible.

In practice, labour income or private disposable income could, for instance,
be deflated by means of the consumer price index in orde® to obtain a
measure of the change in welfare or real income of the labour force or the
population as a whole, saving could be deflated by a price index for gross

‘fixed capital formation, etc.

10. It was agreed that the usual methods of arriving at grosc domestic
product at constant prices, namely by the double deflation method of value
added by industry or by revaluing all expenditure items at base year prices
and. deducting imports so revalued from the sum of the other items at
constant prices, were in principle applicable in the region. In practioce,
however, cther methods such as applying gross output indicators directly

to value added would mostly have to be used in revaluing the preoduct side.
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14. After considerabie discuseion it was agreed that whenever po-sible

net factor incoms from abroad should be estimated at constant prices, so
that both the grosse doncuiic preduct and gross nationzl income total were
presented in real terms. The Qroup reslized the practical and theorstical
difficulties of defla*ing net factor irsome from abroad, but in view of the
importance of payments of intercst and dividends to abroad in many countries
of the region, it was n:cessary to attempt deflation of net factor income
from abroad, for instance in order to derive total gross national product
at constant prices which wac a useful total for many purposes. Some
members of the Group were not in agreement with this decision, on the
grounds that current flows were sufficient for most analytical purposes
and that constant price estimates of net factior income from abroad
obtained by overall deflation, for instence by the impori price index did

4

not have eccnomic sigrifizance.

15. The Group felt that the daflator to be used in estimating net factor
income from abroad a+i constant prices devended or the nurpose of thae
caleulation. If fotal naticnal income in we2l terme were interpreted as a
measure of productive capacity, it would be rsasonable to apply the export
price index, while from a welfare point of view the import price index was

more suitabla.

16, The Qroup agrsed that gross concepis should be used throughout and
no attempt should theicloie o3 made to deflats provisicns for ths consump-

tion of fixed capital.

IIX.  The Jonstant Price Tables of the Revised SNHA

17. The Group then proceeded to made a general review of the tables at
constant prices provosed for inclusicn in the revised SNA. These are

tables 8 and 9 and tables 11 - 15 shown in Annex I of docnment E/CNa3/345=

18, In conformity with the gereral prindiple of recommending that only
gross magnitudes are deflated. the Working Group felt that item 9 "Het
domestic product at factor incomes™ of table & which shows value in
constant prices and correlative price indexes for gross demestic product

by type of exwend - -3, should be deleted. The Group avproved of the

*



E/ON.14/38
E/CN.14/CAS. 5/Nag/24
Page 5

proposal by the second session of the Expért Group to sub—divide'item 8
gross domestic product at market prlces into product arlslng in commodlty
producing industries, in general government activities and in perate

nonprofit institutions serving households.

19, The Groub also agreed to include a new table at comstant prices
based on Table B, p. 246 of document £/CN.3/345, after table 8, It wae
recongnized that Tuﬂle B was incomplete since it does not include goods
and services which are no% commodities according to the proposed new
system.' Also, the CGroup noted that the items on the uses side of the
table were valued at market prices and that the model system of price
indexes Bhown in document E/CN 3/328 could not be applied in revalulng
these items since these price indexes were in terms of producer prlces as
far as commodities were concerned. The most appropriate way of arriving
at Table B:;at constant prices therefore would be to use quantum indexes

to extrapolate base year market values,

20. With regard to Table 9 of document E/CN, 3/345, which refers to gress _
domestic product at constant prices by kind of economic act1v1ty, the Grcup
felt that at least for the adaptation of the table to the region, column
(4), net domestic product at factor inoomes, should be excluded. It was
agreed that column (2) gross domestic product at market prices should be
gimen priority, while column (3} gross domestic preduct at factor inoomes -

might be estimated if data permitted.

2l. In this connexion paragraphs 24 to 29 of document ST/bTATYl5, which
deal with valuation at factor incomes and at market prlces, werse dlscussed.
Although the Groupy did not wholly endorse the arguments agalnst estlmates
of gross domestic product at eonstant factor incomes included in theae
paragraphs, it did find that it would .be easisr in the region to estimate
real gross domestic product at market prices than at factor incomes. The
treatment .of import ddties in.a separate row of table 9 gave rise to
considerable discussion. In one opinion, import duties on goods destined
for final consumption should be left out from both the current and

constant price tables on gross domestic product, while import duties on
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goods destined for intermediate consumption only should be included in
theAValue added of the industry using the inkut; From this point of
view, only the import duties on iuteﬁnediqte goods entered into the
producéion brocess and thus contastituted part of gross domeetic product
at market prices, while import duties on final goods did not. It was
pointed “out that it should be indicated in columns 3 and 4 of table 9

that import duties should not be entered in these columns.

22, The Group felt that, in tables 11 and 12, referring to oonsunp+1on
exfendlture of general government and private non-proflt 1nst1tut10ns,.
respeotlvely, columns 3 showing commodities consumed might be deleted, or
be changed to refer to totdl use orf goods dnd services, It was propmased
that the term "Publlc admlnlstratlon" should be used instead of "General

government serv1ces" 1n.Tdble ll,

23. The QOroup agreed that although many comntries of the region 41d not
at present have the data required to fill in Table 23 on household
expendlture at constant prloes, the table formed a very useful part of
the system and efforts should be made to provide the necessary basic data

in the near future.

é&: ,The Group found table 14 on, the composition of gress fixed capital
formation at constant. prices very useful. It was suggested that since
part b of the table could.only be estimated if informaticn on capital
formation by type within each industry were available, this part of the
table might be transformed into a cross—classification of capital
formefion By industry and type, It was proposed to sub-divide item 10,

wérk—ih—pfogress,‘into buildinge and cther work in progress.

25, Afiter some discussion, the Group agreed that in table 15 which refers
to lmports and exports at constant prices classified according to
characteristic products of industries, a sub-total should be shown before
the three last items. These items should be made to refer to services

alone by including "other gocds" in the sub-total.
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IV Units of measuremsnt, formulae and base period

26. The Group then proceeded to discuss section IV of document 3T/ STAT/15.
It was agreed that in prineiple, allowznce for quality changes was very
important in constant price estimates. There was reason to believe that
prics indexes overstuted the actual price increans hovause Lt was not
pessible in practice to make sllowance for quality changes. It was pointed
out that some of the refincd methods of ‘allowing for quality ohanges which
were mentioned in ST/STAT/15 are still in an experimental stage and do not
always lead to satisfactory results. The Group concliuded that the more
elementary ways of allowing for quality changes, like revaluating
commodities in as much detail as possible so that different qualities would
appear as different commnodities, or bty using price indexes based on

exactly specified commodities for deflating current price zerier wWere <he

meéthods generally applied and were also most relevant for this region.

27y The CGroup felt that the whole problem of separating "pure price"
changes from price changes due to quallity changes needed auch further
study. The definition of quality characteristics, allowance fe;_general
technical progress, the problem of aircraft and elecironic computers

where the price increase for new models might actually be smaller than

the quality inereass, etc. were some of the points which rneeded clarifica—

tion.

28. The Group agreed that the best year for constant price estimates
should preferably be a year for which particularly ample basic data are
available from censuses and surveys. The Group had no further oomments
on the discussion in document ST/STAT/15 of units of measurement for

commodities and services, index number formulae and base period.

v Techninues and sources of estimation

29. This section of document ST/STAT/IS was conslidered together with
Annexes I and II which show typical indicators uvsed in estimating prodﬁct
and expenditure at constant prices and with document E/CN.14/NAC/23

"National Accounts Practicas at Constant Prices in Africa'.
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30. The Group agreed that no general method for estimation of constant
price data which was applicuble 1o all countries could be established,
since the availability of basic data would determine the methods used by
each country. However, it was agreed that the commodity flow and double-
deflatlon technigues, furnish an ideal bais for the integrated estimation
of data on quanta and prices in respect of the flows on the producticon
acoocunt. Within this framework as consistent estimates as possible should

be aimed at within the limits set by the availability of bhasic data.

3l. It was noted that several countries of the region applied the double
deflation method in estimating value added in agriculture at constant
prices; although the majority used gross output indicators directly on valus
added. The Group found that agriculture could with advantage be sub-lelded
for purposes of constant priea estimation, eince the importance of inputs
varied considerably bstween different parts of the industry; and the
availa®ility of input data dig likewise. Although no definite agreemasnt

was reached as to the actual categories into which agriculture should be
divided for this purpose, the general concern was that small~-scale or leass
productlve agriculture, where inputs were small, oughit to be distinguished
from large-scale agriculture with substantial inputs for which the double
deviation method ought to be used. It was sl#0. suggesied that deflation of
the part of agricultural production which was not marketed was extremely
difficult, but that ihis part of the production was sometimes estimated

directly in quantity terms.

32. The problem of obtaining prices for agricultural products was also
discussed. It was suggasted that market prices may be used instead of
producer prices, which may not be easily available rarticularly for the
products of small farm. Also, it was very difficult %o arrive at

producer prices for agricul turszl products, which was free of elementn of
transport serwices, handling costs etc., if the latter were provided by

the farmer himself. For large-scale agriculture, however, a ¥pure" producer

rrice may be more readily availsble.
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- 33, -With regard to fishing, it was mentioned that some African countries
- engage in industrial fishing, for which the double deflation method could
be applied. It was also suggested that input in mining may some timess
be significant so that the double deflation method should,in rrinciple,
be used for that industry.

34. With regard to manufacturing, the Oroup felt that industrial surveys
in the region should be planned in such a way that as much information as
poesible be made available for the construotion of production indexes and
national aocounts at constant prices. It was agreed that it was extremely
diffioult tu obtainuinformationubn handiorafts even at current prices,
except for that part which was subject to organized marketing. The enly
feasible way of covering handiorafts inm the eatimatea for.-manufaetmring

at constant prioces therefore appeared to be th:ough the use of more cox
less arbibmry coefficients. It was also suggqsted that éifrapolétion by
means of quantum indicators for materials used was applicable fer very few
industrial groups. The narrewness of the application of this method

ought therefore to be indioated in Annex I in comnexion with the

deseription of indicators for "Other manufasturing industries".

35. There was considerable disoussion about the indicators to be ueed
~in estimating v..lue added of electricity, gas, steam and water supply at
constant bricés. It was agreed that not only quantaties produced, but
also quaﬂtitias sold or consumed may be used as indicators for the grraa
output of elsctricity. Some members of the Group felt tha.t. electrioity
production should be separated from‘électricity distribution. It was the
general concern of the Group that the double deflation method should be

used in revaluing value added of electriocity works, since data were

generally available for a deflatlon of inputsa.

36._ The Group felt that deflatlon_by means of a prioe index for building
materials combined with an earnings index for lsbour mas the most -
appropriate method of estimating value added in the construetion industry
at oonstant‘ﬁrioes. The need for guidance as to the best methods of

obtaining thélﬁésiu.estimatés of congtruction activity at constant prices

N

tr
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was siressed. It was pointed out that in cases where gross output af
the construction industry wae revalued in terms of information on inputs,

the double deflation method could not be applied for this industry.

37. The Group noted the great detail in which constant price estimates for .
transport and communications are usually made, particularly when quantum

- indicators are applied, and agreed that information was usually available
which made it possible to apyly these detailed methods also in developing

countries,

38. The Group noted the methods applied in estimating constant price

series for wholesale and retail trade in a number of countries of the

region, These methods were similar to those indicated as most oommonly
‘applied in document ST/STAT/15.”

. . . a0
39. It was noted that 1ndlcators for extrapolating constant price geries

for the service industries were usually not available in the reglon.
Current as well as constant price data for these industries were extremely
difficult to make on the basis of the information available and the Group
felt that it would be useful if a special Working Group were convened in
the Region to consider the conseptual and practical problems conneéted
“with estimates of value added in the service industries. Such a Group
- would have to depend for its documentation on information obtained'from

_oountries concerning their actual practices and the difficulties met.

:40, It was pointed out that where several volume indicators were possible
'fo: one particular industry, like number of pulils registered, teachers!
hourg taught etc. for education, and number of outpatients, number of
hpspital beds, number of doctors eto. for health services, there was no
real solution to’the question of finding the most appropriate deflator
for services. A large number of indicators might be collected, but there
was no basis for determining the weights which might be used in combining
them.

41. The Working CGroup then proceeded to discuss the price and volume. -
indicators which might be used in estimating the various expendi ture

categories at constant priceas.
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42, 'The Group noted the unrepresentativeness of consumer price indexes
for deflation of household consunption expenditure, because theme indexes
usually referred to a special segment of the population and to certain
narrowly defined areas. It was therefore required to ormbine a number of
such indexes, if available; by mcans of appropriate weightse. Thus the
indexes for the high income part of the population may be combined with
the indexes for the low income part of the population available in many
countries of the region. It was desirable that any combined index should
take into eccount the different expenditure patterns in urban and rural
areas. The observation was also made that the consumper price indexes in
the region may not be cufficiently detailed to permit separate deflation

of the various categories of consumer expenditure.

43. It was suggested that lncally produced and imported food should he
estimated separately in constant prices. A gquantum indicator for rent
might be obtained Ly considering the changes in a sample of modern and
traditional buildings. In one country number of dwellings could be

derived from the number of meters for water supply in residential areas.

44. The Group felt that price deflation of medical care and health
expenges was more convenient than extrapilation by volume indexes as
suggested in ST/STAT/IS. Also, it was suggested that petrol consumption
might not be a good volume indicater for the use of personal transport
egquipment, since petrol was used for many wther purposes than personal

transportation.

45. As far as expenditure on sorvices was concerned, the CGroup felt
that some guantum indicators migh* ba available for recreation, entertain-
ment and cultural cervices, lile number o seats sold in theatres and

cinemas, nuambey of admissions to museums oic.

46, It was suggested tha® item 4 General goverpment consumption
expenditure might be shown separately for each activity greup. It was
realized that take in all other cuses where employment was used as
indicator, the estimates suffered from +th: disadwantage that productivity

changes were not tzken into account.
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47.  The Oroup noted with interest that for some items of gross fixed

- cpital formation, i.e., for aircraft and electronic computers, price
changes might be assumed to just compensate for quality changes, so that
deflation of these items was not necessary. It was suggested that quality

improvements for such items were even greater than the price changes:

A8. The Group found that developing countries might have difficulties
in using price indexes for the deflation of machinery and equi?mént

- because of the importance of local transportation and installation costs
the unigueness and infinite variety of capital goods and the important

changes in the composition of imports which might take place.

49. The Group considered briefly whether it ought to recommend the
inclusion of Tables 2 and 3 of Appendix II of document E/GN.3/345 at
constant prices. These tables refer to supply and use of commodities

and ¥o gross output and input of industries, respectively. After some
discussion it was agreed that it would have little meaning'to recommend
the inclusion of so complicated tables at the present stage of statistical

development of the countries of the region.
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Adjoint au Directeur A*
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El Tigi, Director,
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Mr. C.H. Harvie
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Ministry of Overseas Development
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Mr. Hans Th. Pedersen
National Accounts Prices and
Finance Branch
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Division/
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ARNEX" IV

OPENING STATEMENT OF MR. R.K.A. GARDINER

Gentlemeﬁ;

It is with great pleasure that I welcome you to this Working
Group on National Accounts at Constant Prices. You are not unaware of
the considerable interest that African countries and the Economic
Commigsion for &frica attach to these studies, whose importanoelin the
drafting of development plans and the assessment of progress achieved

cannot be over-emphasized.

Your Working Group, the seventh to meet under the auspices of ECA
in the field of national accounts, was called for by the Third and
Fourth Conferences of African Statisticians. Tt is part of the revision
of the United Nations System of National Accounts, which is now in hand
and indeed will =moon be completed. The aim is to discover how data on
the great economic aggregates expressed in monetary terms can be measured
by means of constant units, in particular by eliminating the effect of

monetary depreciation and variations in prices.

It will be your task to discuss methods put forward for your
consideration to amsess how they can be applied to the countries in the
region and perhaps to suggest new improvements. The emphasis now being
blaced on the "production" aspect should make it fairly easy to use the
concepts of physical quantities and constant Prices to arrive at coherent
estimates. Some aggregates, in particular those referring to income and
the distribution of income, will not be covered by this method and we
shall therefore be concentrating our efforts more on the problems of

production and consumtpiorn for the time being.

You will alse be determining what practical methods can be used to
estimate quantitiss and prices-and in particular to study what adjustments
are necegsary and possible when changes occur in the guality or definition
of the products. The Working Group should alao give its opinion on the

suggested model of the price indices system.

Finally, may I inform you that the Working Group on the Adaptation
of the Revised SNA to African Conditions, which met in July 1965, adjourned



“EB/CN.14/382
E/CN.34/CAS.5/NAC/24
Annex IV
Page 2

its discusgsion of the constant price tables with the request that they

be studied by you in this meeting and that you give an opinion with a

"oy o

view of final recommendations for the adoption of the new system. The
secretariat has prepared for you a document summing up the presenf
practices of African countries in these fields, which is intended to serve

as a guide in your discussions.

Moreover, the United Nations Statistical Office has prepared the
docurents on methodology and has sent here Mr. Pedersen, who is particularly
well briefed on special African problems, since, only a year ago, he was

chief of the ECA Netional Accounts Section.

As you know, the tasks awalting you are numerous and some of them
are doubtless rather difficult. However, I am convinced that you will
accomplish them effectively and thus incresse economic knowledge about
each of your countries, for the sake of Africa as a whole. It now only
remains for me to wish you every success in your work and a pleasant stay
in Addis Ababa.





