
w*|-

United Nations

Distr.

LIMITED

DESIPA/STAT/ECA/95/WSSDE/doc. 2

October 1995

Original: English

Workshop on services in the domestic economy

17-21 June 1996, Addis Ababa, Ethiopia

SOME NOTES ON THE ESTIMATION OF SERVICES ACTIVITY IN THE NATIONAL

ACCOUNTS, WITH SPECIAL REFERENCE TO SELECTED AFRICAN COUNTRIES

by

The ECA Secretariat



TABLE OF CONTENTS

Paragraph(s)

I. Introduction and delineation of the Services Sector in the domestic economy . . 1- 9

(a) Definition of services 2-5
(b) Extension of the production boundary in the revised SNA

in connection with services "" '

(c) Delineation of the Services Sector 8-9

n. Methods of estimation, data sources and problems 10-44

(i) Market services 10-33

1. Distribution services and hotels and restaurants 10-13
2. Transport, storage and communications services 14-16
3. Real estate and renting & business services *7-33

(a) Real estate & renting (excluding owner-occupied

dwellings) 18-21
(b) Business services 22-25

4. Financial intermediation services 26-31
5. Community, social & personal services 32-33

(ii) Non-Market Services 34-44

(a) Government services 36-38
(b) Non-profit institutions serving households 39-40

(c) Owner-occupied dwellings 41-43
(d) Other non-market community, social and personal services 44

in. Services produced in the Informal Sector 45-48

IV. Data collection, processing & analysis 49-50

V. Summary and Conclusion 51

Bibliography



I. Introduction and delineation of the services sector in the domestic economy

1. This paper is intended as a supplement to other papers relating to the estimation of the

services activities in the domestic economy for the Workshop * and will bring to light some

estimation problems and practices bearing on selected countries of the African region.

(a) Definition of services

2. First of all, one has to decide on what constitutes services and what constitutes goods and

where the boundary between goods and services lies. As is well-known, an internationally

accepted definition for services did not exist until very recently when such a definition is

included in a more precise manner in the 1993 System of National Accounts (SNA) (see

paragraphs 6.8 to 6.13 of the SNA), whereas in the 1968 SNA, only goods and services as a

whole are defined, but not for services as such.

3. In para. 6.8 of the 1993 SNA, the definition of services appears to stress on the

characteristic that services cannot be stocked and transferred and have to be consumed at the

place and time of production. Thus, " Services are not separate entities over which ownership

rights can be established. They cannot be traded separately from their production. Services are

heterogeneous outputs produced to order and typically consist of changes in the conditions of the

consuming units realized by the activities of producers at the demand of the consumers. By the

time their production is completed they must have been provided to the consumers".

4. In para. 6.9 - 6.10 of the revised SNA, it is further stressed that the boundary of

production for services must be confined to those activities that are capable of being carried out

by one economic unit for the benefit of another, and in particular, emphasizes the aspect that

the producer of services adds value, not to his own goods, but to the goods or person of some

other economic unit. The improvement may take the form of a physical transformation of some

good owned by the consumer unit, or may relate to the physical, financial or mental (e.g., the

level of knowledge) condition of some individual or group of individuals. Thus, in para. 6.10,

the SNA lists the following examples of services:

(a) Changes in the condition of the consumer's goods: e.g., transporting, cleaning,

repairing or otherwise transforming consumer's goods;

(b) Changes in the physical condition of persons: transportation of persons,

accommodation, medical or surgical treatments, etc.;

(c) Changes in the mental condition of persons: e.g., education, information, advice,

entertainment or similar services;

1 This paper was originally intended for the Regional Workshop on Domestic Services, which was

scheduled to take place in Addis Ababa, 9-13 October, 1995, but which has been postponed.

-1-



(d) Changes in the general economic state of the institutional unit itself: e.g.,

insurance, financial intermediation, protection, guarantee, etc..

5. It is pointed out in the revised SNA that improvement in the conditions of the consuming

unit (e.g., through education) caused by services rendered by another unit, may be temporary

or permanent and that services can be rendered either individually or on a group or collective

basis (e.g., public law and order).

(b) Extension of the production boundary in the revised SNA in connection with services

6. Under the 1993 SNA, the boundary of production of services has been slightly extended,
compared with the 1968 SNA, through the following:

inclusion of storage services for agricultural goods for farming households;

inclusion of water-carrying services; and

inclusion of illegal services (e.g., services in connection with drugs trafficking,

prostitution, etc.).

7. As in the 1968 SNA, own-account production of housing services by owner-occupiers

and of domestic and personal services produced by employing paid domestic staff continue to

be included in the production boundary, while the own-account production of domestic and

personal services (e.g., cleaning, servicing and repair of household durables, preparation of

meals, caring of children and the caring of the infirm and the aged, etc.) by members of the

household for their own final consumption remain to be excluded from the production boundary

(The revised SNA suggests that such unpaid household services for own consumption could be

taken care of through the construction of satellite accounts).

(c) Delineation of the services sector

8. Even though there are still boundary problems that remain to be solved in respect of what

should be classified as goods and what as services (for instance, in the case of some construction

work which resembles services; repair and processing of goods, etc.), for the purposes of this

paper, the services sector can be delineated to include the following elements (according to the

International Standard Industrial Classification of all Economic Activities (ISIC, Rev.3):

Category Description

G Wholesale and retail trade; repair of motor vehicles, motorcycles

and personal and household goods;

H Hotels and restaurants;

I Transport, storage and communications;
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j Financial intermediation;

K Real estate, renting and business activities;

L Public administration and defence; compulsory social security;

M Education;

N Health and social work;

0 Other community, social and personal service activities;

P Private households with employed persons.

9 In the remaining parts of this paper, the subject-matter will be dealt with broadly in terms
of the ISIC categories G through P of the ISIC Rev. 3 as shown above. Due to lack of
information, further grouping of the categories may be needed. On the other hand, in view of
the fact that a substantial proportion of the services are produced as non-market production (e.g.
services by government and private non-profit institutions serving households (PNPISHs)), the
estimation and data source problems will be analyzed in terms of a broad sub-division into
market and non-market services. Some brief notes will be given to estimation of services

produced in the so-called "informal sector".

n. Methods of estimation- data sources and problems

(i) fVfflrket services

1. Distribution services and hotels and restaurants

10 Included in this item are wholesale and retail trade; repair of motor vehicles, motorcycles
and personal and household goods (Category G of the ISIC, Rev.3) and hotels and restaurants

(Category H).

11. For estimating the gross output and value added of the services rendered in wholesale and
retail trade and in hotels and restaurants, a number of data sources can be and has been utilized

in the developing economies. These include:

(a) Censuses and sample surveys of distribution: Censuses of distribution are likely
to be of a more "luxurious" type of data source for most developing countries,
even though for some of them, quinquennial or less frequent large-scale sample
surveys of distribution have been conducted (e.g., quinquennial censuses of
distribution for South Africa and annual sample surveys of retail trade for Egypt)
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and serve as a basis for benchmark estimates of trade margins for wholesale and

retail trade by commodity group. For most countries of the Afncan region for

which information is available, the few surveys of distribution that were

conducted refer to rather early year(s) and were of limited geographical coverage

(e.g., capital city only);

(b) Sample surveys of trading establishments: These can be annual or quarterly, and

can cover all types of traders and provide data on value of sales by commodity

group. However, such surveys are likely to be part of a general annual survey

of industrial and commercial enterprises (e.g., Burundi) or of a general annual

national income inquiry (e.g., Seychelles, Zambia, Sierra Leone, Swaziland,

etc.), or annual survey of parastatal enterprises (e.g., Tanzania);

(c) Income tax records (e.g., Djibouti, Lesotho);

(d) Annual or quarterly employment and earnings surveys (e.g., Tanzania, Malawi,

Zimbabwe, etc.);

(e) Estimated based on (i) an estimate of the total supply of goods, separately for

imports, exports and locally produced (agricultural and manufactured) goods in

commodity group detail that pass through the trade channels, in producer's prices;

(ii) applying estimated percentage trade margins by commodity and thereby

obtaining an estimate of gross output for wholesale and retail trade; and (iii)

arriving at estimate of gross valae added by further applying estimated or

assumed intermediate consumption to gross output: The number of African

countries that used this method of estimation, in varying degrees of refinement,

appears to be quite large; they are known to include Ghana, Ethiopia, Tanzania,

Sudan, Seychelles, Sierra Leone, Mali, Mauritius, among others. In applying this

method of estimation, it often requires making a comparison between producers'

prices (e.g., ex-factory or farmrgate prices for locally produced goods, c.i.f.

prices for imported commodities) and retail (purchasers') prices in order to obtain

the relevant percentage trade margins, the degree of sophistication or refinement

in the methods applied often depended on the availability of data collected.

12. The estimates of output and value added of hotels and restaurants could be made through

the use of one or a combination of the following data sources: (i) annual sample surveys of the

larger establishments on their sales, number of bed-nights, intermediate purchases, employment

and wages and salaries, etc.; (ii) returns to income tax authorities; (iii) household budget

surveys; (iv) employment or labor force surveys where these are conducted. The actual practices

by countries of the African region in estimating the output and value added of the hotel and

restaurants services vary considerably from country to country, depending on the degree of

statistical development in the countries concerned. Where tourism constitutes an important

element of the Gross Domestic Product of a country, data on hotels and restaurants are likely

to be better organized and more advanced (such as in a number of Norther Afncan countries,
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e.g., Morocco, Tunisia, Egypt, and in some island countries, e.g., Seychelles, Mauritius),
whereas in other countries, the needed data might be more scanty and limited to some few larger

establishments only; the question of low rate of response from the surveyed larger establishments

has been a problem of concern to many developing countries.

13. The major problems faced by many countries of the region in the estimation of service

activities in ISIC Rev.3 categories G and H, lie in: (a) lack of benchmark data on the trading

and catering activities based on censuses and/or surveys of distribution: even where such surveys

were conducted, some of the results are known to be unreliable and consequently unusable due

perhaps to insufficient supervision and control of field work in the surveys concerned; (b) low-

rate of response in annual sample surveys of larger trading establishments; and (c) the problem

of covering establishments in the unorganized (or informal) sector, which figure prominently in

retail trading and in catering (e.g., cafe's, bars, inns, small lodging places, etc.). To overcome

these difficulties would require the undertaking of a distributive census, which can be costly and

is beyond the limited means of most developing African countries.

2. Transport, storage and communications services (Category I of the ISIC, Rev.3)

14. In estimating the output, intermediate consumption and value added of the service

activities in transport, storage and communications, most African countries have no major
problems (with the exception of road transport) as these services are usually provided by a few
public corporations, whose operating accounts would provide the necessary information. Delays

in getting the information may, however, be a problem in some countries.

15. In estimating the output of these services, a number of data sources have been resorted

to; these include: (i) benchmark data from censuses of business (e.g., 5-yearly Census for South
Africa); (ii) annual surveys of larger enterprises, which cover this sector: This method has been
popularly used for annual national accounts estimates by quite a number of African countries;

(iii) accounts and reports of public enterprises operating in this field; (iv) annual survey of
parastatal enterprises, which have been conducted regularly in some countries (e.g., Tanzania);

(v) employment and earnings statistics, which may be the product of annual employment surveys

where conducted; (iv) income tax returns from the enterprises concerned; and (v) data from

household budget surveys; etc.

16. The main problem area appears to be in the estimation of road transport, which is

dominated by small operators in the private sector. Various methods have been used in filling
in the gap of information on road transport by: (i) conducting periodic road traffic counts on

main highways and getting data on type and number of vehicles used, estimates of passenger-

kilometres and ton-kilometres carried, etc. (e.g., Ethiopia); (ii) carrying out road traffic survey

in a benchmark year, covering trucking and taxi and bus passenger services organized by the
private sector (e.g., Sudan, Ghana); (iii) making estimates of gross output by road transport by

using the number of registered motor vehicles by type in operation, and the estimated value

added per vehicle by type, with the value added per vehicle derived from various ways,

including data on number of employees per vehicle, wage rates, and ratio of wages and salaries
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to value added (e.g.: Mauritius, Nigeria). In the case of Mauritius. The large establishments

engaged in road transport, namely the bus, lorry and contract car companies are interviewed by

mail questionnaire, resulting in estimates of gross output, intermediate consumption and labour

costs per vehicle. These estimates per vehicle are applied to the total numbers of buses, lorries

and contract cars operating, which are provided by the National Transport Authority, to obtain

estimates of total gross output and value added for buses, lorries and contract cars. Similar

methods are used in estimating gross output and value added for taxis and vans. Estimates of

gross output for buses and taxis are cross-checked with data on consumption obtained from

household expenditure surveys. In the case of Nigeria, the benchmark value added of road

transport is based on the number of commercial vehicles (buses, lorries, trailers and saloon cars

used as taxi-cabs), excluding commercial vehicles owned by government, public corporations,

missions and schools. The estimates of wages and salaries are based on assumptions relating to

wage rates and the number of persons employed per vehicle, while the operating surplus is

derived from the value of depreciation, which is based on an assumed life of 5 years per vehicle.

The value added of road transport for Nigeria on a current basis are made by projecting the

1958/59 figures by the estimated number of tractors and commercial vehicles, and the consumer

price index of transport services for 5 urban centres.

3. Real estate, renting and business services (Category K of the ISIC. Rev.3)

17. Included in this category are ISIC Divisions 70-74, namely, Real estate activities; Renting

of machinery and equipment without operator and of personal and household goods; Computer

and related activities; Research and development; and Other business activities (e.g., legal,

accounting, advertising, architectural designing, consultancy, etc.), but excluding services of

owner-occupied dwellings, which are to be included under non-market services.

(a) Real estate and renting (excluding owner-occupied dwellings)

18. Real estate industry consists of the renting, management and operation of non-residential

and residential buildings, the development of land into building lots and the operation of

residential and industrial estates, and the activities of real estate agents, brokers and managers

engaged in renting, buying, selling, managing and appraising real estate on a contract and fee

basis.

19. The number of economic units that are involved in this activity can be quite large,

including households, private non-profit institutions, profit-making establishments of the real

estate industry, as well as public corporations in countries where housing may be partly

"nationalized". Thus, it is usually very difficult to establish a complete register of establishments

operating in the real estate industry.

20. The data sources for estimating the gross output (i.e., gross rent) of real estate include:

(i) building up benchmark year estimates based on data on the stock of dwellings from

population or housing censuses or surveys, with information on average rents paid obtained from
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such censuses or household budget surveys, and then using statistics on construction or building

permits and information on rents to extrapolate benchmark year estimates for later years; (ii)

annual collection of data on rents, intermediate consumption, employment and other information

from the large establishments (including parastatal public corporations) operating in the real

estate activity: response rates in this case are likely to be low; (iii) data from property tax

assessments from administrative sources (e.g., the inland revenue service; data on rates collected

by municipalities on residential and non-residential housing).

21. Information on the methods used in estimating the gross output of real estate services in

countries of the African region is rather scanty. For countries for which such information is

available, it appears that most of them use the methods and data sources as indicated in the

foregoing paragraph. Benchmark year estimates of stock of dwellings by type of dwelling are

based on population or housing censuses (e.g., Ghana, Libya, Mauritius, Zimbabwe, Seychelles,

etc.), and information on gross rents collected from the same source or other surveys, while the

extrapolation of benchmark year estimates of gross rent is done based on data on building

permits issued and information on rents from annual or quarterly rent surveys or extrapolated

by using the Consumer Price Index (CPI) for rent In the case of one country (i.e., Zimbabwe),

the updating of stock of dwellings in urban areas has been based on statistics on electricity

connections. Income tax data combined with information from household expenditure surveys

and the use of annual questionnaires for national income estimation purposes, have been used

by several countries. The estimation of intermediate consumption (covering repair and

maintenance, office rent, material and fuel costs, travel expenses, stationery, etc.) for real estate

industry is often based on rule-of-thumb methods by assuming it to be a certain percentage of

the gross output (e.g., 5%, 10%, or equal to one month's rent, etc.).

(b) Business services

22. Business services cover legal services and public notaries; accounting, auditing and

bookkeeping services; data processing and computing services; engineering, architectural,

development, testing and other technical services; advertising and market research; security

services; etc.. Only such services furnished on a fee or contract basis should be classified under

this heading.

23. The sources of data used for estimating the gross output of business services may include:

(i) economic censuses or surveys; (ii) population censuses or labour force or establishment

surveys, which provide data on number of persons engaged, coupled with special surveys of a

limited number of establishments, providing data on gross output per person engaged; (iii)

income tax returns from the reporting establishments adjusted for incomplete coverage; and (iv)

separate estimates of gross output for self-employed workers, based on number of persons

engaged from population censuses or labour force surveys and estimates of average gross

receipts per self-employed worker from income tax records or small-scale investigations.

24. Such methods and data sources have in varying degrees been applied in countries of the

African region. These include:
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(1) Annual estimates partly based on income tax returns for the large establishments

(e.g., accounting and auditing, machinery rental, engineering services) and partly

on the number of private professional practitioners and their average incomes (for

example, Ghana),

(2) Employment data and estimated average annual gross income per employed

person constitute the basis for gross output estimates (for example, Libya,

Mauritius, Sudan, Zambia).

25. Little information is available on the data sources and methods used in the estimation of

intermediate consumption of business services for the countries concerned. It may be presumed

that benchmark year estimates are made based on surveys data, while updating is effected by

assuming constant input-output relationships.

4. Financial intermediation services (Category J of ISIC. Rev.3^

26. Included in this category are ISIC Divisions 65-67, namely, Financial intermediation,

excluding insurance and pension funding (Division 65); Insurance pension funding, except

compulsory social security (Division 66); and Activities auxiliary to financial intermediation

(Division 67). These correspond roughly to what used to be called "banking and insurance

services".

27. The estimation of gross output of the banking and insurance services sector in countries

of the African region follow roughly the recommendations of the 1968 SNA. The sources of data

are the annual surveys of financial institutions, which comprise the central bank, commercial

banks, insurance companies, and other financial intermediaries with the exception of small-scale

money-lenders, which are to be included in the households sector.

28. In almost all cases, the gross output of banks are taken to be the sum of banks* actual

service charges (e.g., foreign exchange receipts, commission, fees charged to customers, etc.)

and imputed bank service charges, which are taken to equal the excess of interest received over

interest paid by banks. Such "imputed bank service charges" are treated as intermediate

consumption of a nominal industry, rather than allocated to enterprises as intermediate

consumption and to households as final consumption and as exports to non-residents, thereby

increasing Gross Domestic Product (GDP). In the case of the insurance services, the gross

output is taken to equal premiums received less claims paid in the case of casualty insurance;

and in the case of life insurance, the gross output is equated to premiums received Less the sum

of claims paid and the net additions to actuarial reserves, excluding the interest on these

reserves, which accrues to policy holders. As most countries of the region are somewhat under

developed in the field of financial and insurance services, and a considerable and unassessed

portion of the banking and insurance activities is carried out by branches of foreign financial

institutions, reliable statistics on them are generally lacking. In those African countries where
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central banks are shared by several countries (for example, in a number of Francophone

countries in Western and Central Africa), the problem of collecting the necessary information

on the operations of financial intermediation to measure its contribution to GDP, is likely to be
further compounded, in addition to the problem of compiling reliable and timelv balance of

payments statistics.

29. The 1993 SNA changed the term "imputed bank service charges" to that of FISIM

(Financial Intermediation Services Indirectly Measured). The FISIM is defined as equal to the
total property income receivable by financial intermediaries minus their total interest payable,
excluding the value of any property income receivable from the investment of their own funds;

and FISIM must be recorded as being disposed of in one or more of the following ways - as

intermediate consumption by enterprise, as final consumption by households, or as exports to

non-residents (Para. 6.125 of the 1993 SNA).

30. The 1993 SNA further suggests that (paras. 6.127 & 6.128) reference rates of interest

(e.g., inter-bank lending rate, central bank lending rate) could be used to measure tho FISIM

that should be allocated to the using sectors. For instance, for those to whom the financial
intermediaries lend funds, both resident and non-resident, the difference between the actual

interest charged on the loans and the amount that would be paid if a reference rate were used,

could be used to measure of the output of FISIM that should be ascribed to the users of such
FISIM services (i.e., the borrowers); while for those from whom the intermediaries borrow

funds, both resident and non-resident, he difference between the interest they would receive if

a reference rate were used and the interest they actually receive, could be used to measure the
output of FISIM that should be ascribed to the users of the FISIM services (i.e., the lenders).

The SNA further recommends (para. 6.131) that compilers of national accounts provide
additional information to give some indication to users of the accounts of the consequences of

alternative treatments. That is, when FISIM is actually allocated among users, the resulting
values should be identified and shown separately. However, if the whole of FISIM is allocated

to the intermediate consumption of a nominal industry, compilers should provide supplementary

estimates of FISIM between intermediate consumption and the main categories of final demand.

31. The allocation of FISIM to categories of users for African countries is yet quite a long

way to go; a number of important conceptual as well as data problems would need to be solved.

5. Community, social and personal services (Categories M.N. and 0 of ISIC.

Rev. 31

32. Included are the services produced by establishments providing education, health, social

and personal services at market prices, that is, prices which are "economically significant"

(under the 1993 SNA) or which are intended to cover costs of production (under the 1968 SNA).

Such market services could be rendered by various types of producers, including government,

private non-profit institutions serving households (PNISHs), or households (including

unincorporated enterprises); while the non-market output of services produced by the various

institutional sectors would be dealt with in the section on Non-Market Services.
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33. The data sources used by some countries of the region are based on annual data collected

from the larger establishments and in the case of smaller ones, estimates of gross output are

usually based on employment data and other indicators and data on estimates of earnings per

person. Estimates of output of domestic services are usually based on estimates of number of

domestic servants employed from population census or employment surveys and data on average

wage rates from household surveys, etc. As a rule, the data sources are often scanty and

fragmentary.

(ii) Npn-lvfftrket Services

34. Non-market services are defined in the 1993 SNA as "individual or collective services

produced by non-profit institutions serving households (NPISHs) or government that are supplied

free, or at prices that are not economically significant, to other institutional units or the

community as a whole" (para. 6.49 of SNA).

35. Under non-market services, the following types of services will be covered: (a)

Government services (public administration and uefence, education and health); (b) Services of

non-profit institutions serving households; (c) Ownership of dwellings; and (d) Other non-market

community, social and personal services.

(a) Government services

36. The non-market services of government covers the services produced by government

(central, state and local) for its own final consumption. These services consist of public

administration and defence (mainly for collective consumption), and education and health

services which are primarily for individual consumption by households.

37. As is well known, the direct measurement of gross output of government services is

extremely difficult. A number of methods of measurement have hitherto been tried or proposed

(including the indicator method, the "hedonic" or regression method, etc.), but have not been

met with success. As is the usual practice, the countries of the African region have mostly

measured the output of government services iVim the inputs, i.e., the cost of production, which

includes: intermediate consumption, compensation of employees, consumption of fixed capital,

and indirect taxes (less subsidies). The estimate of value added by government is taken to be

the sum of (i) compensation of employees and (ii) consumption of fixed capital, where this is

estimated. The sources of information are the government accounts.

38. The data source of government accounts in countries of the African region, usually suffer

from the following drawbacks:

(1) Rather long delays in the availability of government budgetary revenue and actual

expenditures, which often obliges the national accounts compiler to base estimates

on government budget figures instead;
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(2) Incompleteness of the data coverage: Often budgetary data available for the

central government only;

(3) The need to adjust government accounts from a fiscal year to a Calendar year

basis, where the national accounts are compiled on the latter basis, i.e., the

calendar year;

(4) The accounts are compiled on a "cash" basis instead of the "accrual" basis which

is required in the national accounts: This is a common problem and is not

peculiar to African countries only;

(5) The accounts of most governments require extensive reclassification to arrive at

the groupings of transactions that correspond to the economic categories of the
SNA. In this respect, some English-speaking African countries appear to have

better experience in the use of the "COFOG" ("Classification of the Functions of

Government": United Nations publication, Sales No. E.80.XVII.17).

(b) Services of non-profit institutions serving households (NPISHs^

39. The non-market services of non-profit institutions serving households comprise mainly

the educational and health and other social services provided to households either free of charge

or at prices which are not "economically significant" (in the terminology of the 1993 SNA) or

are not "intended to cover costs of production " (in the terminology of the 1968 SNA).

40. The sources of data for estimates of the gross output and value added for the non-market

services of the NPISHs, are the accounts and reports of these units. The major problems

encountered by countries of the African region in this area relate to: (i) data coverage, as a

complete list or register of the NPISHs is generally not available; (ii) difficulties in data

collection from these units through mail questionnaires; the response rate is likely to be

unsatisfactory and the basis on which the results from the few responding units to mail
questionnaires could be blown up to arrive at fuller coverage, is fragile or non-existent.

(c) Services of Owner-occupied Dwellings

41. The detailed methods used in estimating the gross output and value added of the owner-

occupied dwellings activity for a large number of countries of the African region, are not

available. For those countries for which such information is available, the following methods

appear to have been in wide use:

(i) Benchmark estimates of gross output are based on: the number of dwellings by
type of dwelling respectively for urban and rural areas, from population or

housing censuses multiplied by average gross rents obtained from either the same

census or special rent inquiries, while the current estimates are established by

updating the stock of residential housing from construction statistics or building
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permits issued and the Consumer Price Index (CPI) for rent. Estimates of

intermediate consumption are based on household budget surveys data or through

arbitrary rule-of-thumb methods;

(ii) Number of dwellings based on inquiries supplementary to a population census

extrapolated on the basis of rate of growth of population respectively for urban

and rural areas; while average rents for residential buildings are imputed on the

basis of cost components (e.g., repair and maintenance costs, interest,

consumption of fixed capital, real estate taxes, etc.) based on information from

administrative sources, while the updating of the current rents is based either on

periodic rental surveys or the CPI index for rent.

42. Only in a few cases did the countries estimate the output and value added for traditional

African rural housing services owner-occupied. The methods used in estimating such housing

stock vary from country to country, depending on the availability of data, from population and

housing censuses and/or demographic surveys to household budget surveys and the tracing of

commodity flows for selected commodities (such as building and roofing materials, etc.) and the

cost per traditional rural dwelling unit and its estimated average lifespan. Intermediate

consumption for such traditional rural housing is often equated to a certain percentage of its

gross output.

43. The main problems faced by the countries in estimating the services from owner-occupied

dwellings include:

(i) Lack of more recent benchmark year data on stock of dwellings by type of

dwelling, from population or housing censuses: The data either refer to a remote

benchmark year or no such data were collected in such censuses;

(ii) Lack of adequate current data (in construction statistics) for extrapolating the

benchmark year estimates of stock of dwellings;

(iii) Lack of data on gross rents, actual or imputed, for different types of dwellings,

by area and neighbourhoods, from rental or household budget surveys; for some

countries, mainly on account of practical difficulties, no such rent collection is

effected and consequently the rent component of the CPI has been left

uncompiled.

(d) Other non-market community, social and personal services

44. Included under this head are the services rendered by individuals working on community

construction projects (for example, the construction and major improvement of feeder roads

serving local communities by communal labour). The output of such projects should be valued

at cost, namely, the cost of materials purchased and the cost of labour to be valued at its

opportunity cost, which usually is taken to be the prevailing wage rates for unskilled labour in
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the area,

m. Services produced in the Informal Sector

45. This topic is too vast to be dealt with in an adequate manner here. However, in view of
its importance, the topic will be mentioned in passing just to remind the Workshop of the types

of problems (conceptual as well as practical) that would be faced in estimating the contribution

of services generated in the informal (or unorganized) sector of the national economy.

46. The informal sector as defined operationally at the Fifteenth International Conference of

Labour Statisticians (ICLS), January 1993, is regarded as "a group of production units which,
according to the definitions and classifications provided in the United Nations System of National
Accounts (Rev.4), form part of the household sector as household enterprises", which enterprises
comprise (i) "informal own-account enterprises11 and (ii) "enterprises of informal employers".

For operational purposes, the ICLS further specifies that enterprises of informal employers,

depending on national circumstances, may be defined in terms of size of employment of the unit
or some other criterion (for instance, non-registra' on of the enterprise or its employees). It was

recognized by the 15th session of the ICLS that " the upper size limit in the definition of
informal employers may vary between countries and branches of economic activity".

47. Countries in the African region differ considerably in defining the informal sector: some

excluded rural agriculture altogether, for sake of statistical convenience; some used the rather

wide definition, that is, what is not covered by the organized (or formal) sector would be
included in the informal sector. Thus, in terms of size of establishments, some used the criterion

of less than 5 employees (Tanzania's 1991 Informal Sector Survey); while some others used the

threshold of less than 9 or 20 employees; and so on, depending on the existing cut-off point in

annual surveys of enterprises or establishments in a country in question. Even in the same

country, the definition and coverage of the informal sector could differ over time.

48. So far as the services generated in the informal sector are concerned, they cover a whole

spectrum of services, including petty trading, inns and rooming houses, eating and drinking
places, e.g., bars, cafes, small truckers and taxis, tour operators, and a full ran^c of small
professional and business services, such as: traditional healers and doctors, etc. Data collection

from the numerous small producing units of the sector would present very difficult statistical

problems for many countries of the region.

IV. Data collection, processing and analysis

49. From the remarks made on problem areas in data sources and methods of estimation used

in a fairly large number of African countries for estimating the services sector's activity, it is

imperative that both benchmark and current data series would need to be collected from both

administrative sources and censuses and surveys of establishments and households, especially

surveys of distribution and road traffic surveys, amongst others. Data from administrative
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sources, for instance, government accounts, income tax records, motor vehicle registration

statistics, as well as data from annual inquiry of larger enterprises and non-profit institutions

serving households, etc., need to be strengthened and made better use of.

50. Emphasis should also be placed on the timely processing and analysis of censuses and

surveys. It is a well-known fact that the processing and analysis of some important surveys in

some countries of the African region have experienced rather long delays and thereby reduced

considerably the potential usefulness and value of such surveys for policy-making purposes.

African governments as well as multi-lateral and bilateral donors of funds are strongly urged to

provide national statistical offices with the necessary resources (both human and financial) for

data collection, processing and analysis purposes, including data from censuses and surveys of

establishments and households.

V. SilPWHITy and Conclusion

51. To summarize, this paper has briefly provided the definition of services as outlined in

the 1993 United Nations System of National Accounts (SNA) and used it in delineating the

services sector. It further gives, in the light of country practices in the African region, a

summary of the principal data sources and methods of estimation of gross output and value

added of the service industry, sub-divided into market and non-market services segments, in

wholesale and retail trade; hotels and restaurants; transport, storage and communications;

financial intermediation, real estate and business services; and community, social and personal

services. The major problem areas faced by the countries have been identified. Before

concluding the paper, a short discussion on the services produced in the informal sector has been

made, and some suggestions on the collection, processing and analysis of data from surveys

sources proposed for the consideration of the authorities concerned (e.g., African governments,

as well as multilateral and bilateral donors).
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