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Introduction 

In November 1991 Mr Norman LamonL, the Chancellor of the 
Exchequer, announced a series of measures to improve the reliability 
of economic slatistics. This followed an earlier set of measures 
which had been announced by the previous Chancellor in May 1990. 
The two packages have become known as Phase One and Phase 
Two. This article gives a brief account of the background and some 
of the achievements of Phase One and details the projects in Phase 
Two. 

Phase One 

Phase One was described in an article in the February 1991 issue of 
Economic Trends. A report on progress was published in the 
summer 1991 issue of the Treasury Bulletin. Methodological 
bulleli.'ls on a number of the projects have been published. Further 
bulletins will be published in the coming months. 

The initiative had lhrcc key objectives. 

(I) To reduce revisions to early estimates of gross domestic product 
and the overseas current aecounl. 

(2) To improve the coherence and accuracy of gross domestic 
product estimates. 

(3) To reduce the size of the sectoral balancing items in the national 
accounts. 

The primary means of achieving these objectives was increased use 
of quarLerly inquiries, strengthening and making statutory existing 
voluntary inquiries and launching new inquiries. The CSO consulled 
with fmns and trade associations and other representative bodies on 
the design and implementation of the new and extended inquiries. 
This keeps down the form filling burden to the essential minimum 
and focuses questions in an appropriate way. Other projects included 
investigating known problems in the national accounts and proposing 
methodological or organisational improvements. 

All the new or enhanced inquiries in Phase One have now been 
launched. The latest is that of the Employment Deparlmcnt's 
quarterly Labour Force Survey. The expansion of the Labour Force 
Survey was announced by the Secretary of Stale for Employment in 
March 1990. 

Results from the great majority of inquiries are already feeding into 
published economic statistics. his too early to make a fu11 evaluation 
but there is already evidence of a significant impact on quality. 

For example, the annual share register surveys have produced 
substantial reductions in the balancing items of the overseas sector 
and personal sector accounts in the last five years. Sectoral balancing 
items in 1989 and 1990 have also been substantially reduced by the 
results of the annual fmancial assets and liabilities survey. 

The coherence of the national accounts has been improved by the 
introduction of data from the new quarterly overseas trade in 
services inquiry. This helped remove the need for a statistical 
adjusLment to overseas trade in goods and services in the June 1991 
balance of payments press notice. The results of the new statutory 
quarterly profits inquiry are being used in estimates of GDP. Early 
estimates of overseas direct invesLment arc now based on a sample 
some four times larger than previously, resulting in a corresponding 
improvement in quality. 
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Phase Two 

The Phase Two projects were designed to carry forward the work of 
Phase One. The objective remains to improve the reliability of early 
estimates and to reduce both discrepancies between the different 
methods of measuring gross domestic product and the balancing 
items in the sector accounts. Again the CSO consulted widely to 
ensure that the form ftlling burden was kept to a minimum and 
questions were appropriately focused. 

As with Phase One, much of the emphasis is on enlarging short 
period inquiries, which contribute to early estimates, and making 
them statutory. In addition. new surveys are being established where 
quarterly information either does not exist or is of poor quality. 
Making surveys statutory increases response rates which, in rum, 
improves the quality of estimates. 

One of the measures in Phase One was a review of balance of 
payments statistics. The review was carried out by Richard Eason, 
a chief statistician from the Inland Revenue. His report included a 
number of recommendations that have been taken forward as part of 
Phase Two in the areas of balance of payments, financial institutions 
and sector financial accounts. (Copies of the Eason report are 
available from the CSO.) 

Retail sales and consumers' expenditure 

The monthly retail sales inquiry was made statutory from January 
1992 and has been expanded from 3,500 to 5,000 contributors. This 
change was needed as the previous voluntary inquiry had some 
weaknesses. It will enable the inquiry to obtain data from the few 
larger firms who did not respond to the voluntary inquiry and to 
approach a more representative sample of sma11er firms. In addition, 
in June 1992, a new quarterly inquiry will be launched to co11ect 
sales by commodity from large fmns. The existing annual retail 
inquiry will collect full product detail on an annual basis rather than 
biennially as at presenL These proJeCts should improve early 
estimates of consumers' expenditure. 

Estimates of anumberofothercategories of consumers' expenditure 
arc known to be unsatisfactory. Work will be carried out to improve 
the data sources for these estimates. In particular, there will be an 
investigation into ways of improving the quality and coverage of 
responses by households to questions in the Family Expenditure 
Survey relating to contractors' charges, motor repairs and domestic 
services. Work will also be undertaken to adjust survey results for 
non-response and under-recording. New benchmarks arc being 
sought for estimates of final expenditure by charities and people 
living in communal establishments. Improvements to the estimates 
of expenditure on financial services are also envisaged. 

Output of goods and services 

Monthly sales inquiries were extended in January 1992 to cover a 
number of manufacturing industries where the current sources of 
data need to be strengthened. This will improve the rcliabiliLy of the 
monthly index of production (lOP), and therefore early estimates of 
GDP, by giving more control of data quality and timeliness. 

From January 1992, monthly data arc being collected on the level of 
production stocks for the aerospace, computer and shipbuilding 
industries. For these industries, the changes in the level of work in 
progress and producers' stocks can be large and variable and were 
not measured by existing surveys. This voluntary inquiry will 
improve the lOP and early GDP estimates by increasing accuracy 
and reducing the need for revisions. 
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Quarterly turnover inquiries (QTis) were introduced as part of Phase 
One to improve estimates of output for selected service trades. From 
the fLrst quarter of 1992, the QTis, which are statutory surveys, are 
being extended to cover more industries where the existing indicators 
of output are unsatisfactory. This measure, which will include 
wholesaling, catering and the motor trades, should lead to 
improvements in early estimates of GDP. 

Recent work carried out by the CSO has compared the measures of 
price changes in overseas trade and domestic output. This has 
revealed inconsistencies between them. A review will be carried out 
to recommend ways of reducing these inconsistencies so that 
discrepancies between the different methods of measuring GDP are 
reduced. 

Stock building 

Quarterly stock changes are a very volatile but important component 
of GDP. Improvements to estimates of stockbuilding arc needed 
where current approaches are producing estimates of insufficient 
quality. 

The existing voluntary, quarterly retail stocks inquiry will be replaced 
with an enhanced statutory survey covering around 1,300 retail 
firms. The new sample will be more representative of the sector and 
lead to more precise estimates of stockbuilding. 

For motor trades and construction industries only limited annual 
data are currently available. New quarterly statutory inquires into 
stockbuilding in these industries are being launched. 

These new inquiries, which will generally collect data from the first 
quarter of 1992, should improve early estimates ofGDP and reduce 
imbalances in the quarterly national accounts. 

Producer prices 

The monthly producer prices indices are an important measure of 
prices changes and are used in calculating the volume of output. The 
previous voluntary survey was known to have inadequate coverage 
of certain industries such as aerospace, shipbuilding and defence 
equipment. 

In January 1992, the inquiry was made statutory and it will be 
expanded by 500contributors, giving I 0,000 further price quotations 
per year. The new survey should lead to improvements in the quality 
of the lOP and output components of GDP. 

Balance of payments 

Estimates in some parts of the balance of payments accounts arc 
known to be of poor quality. This leads to a large overseas sector 
balancing item which, in turn, has implications for other sectors. 
They have also contributed to imbalances in the national accounts as, 
for example, trade in services is a component ofGDP. A number of 
measures to improve the estimates are under way. 

Some existing estimates of overseas service earnings, based on a 
variety of sources, are known to be of low quality. The coverage of 
the survey of royalties and other services is being improved and 
quarterly reporting has been introduced. Consultants and advertising 
agencies are being covered systematically for the flTSt time in 1992 
with the intention of introducing quarterly reporting. 

Pnvatc transfers by households have not been directly measured 
since exchange control ceased in 1979. Existing estimates arc based 
on partial data from other countries, passenger survey data and, in 
part, projections. Ways of improving these estimates, including the 
possibility of measuring transfers through a household survey, will 
be investigated. 
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Currently, no single register gives adequate coverage of those 
enterprises which are engaged in trade in services. A new register 
is being established specifically to cover such enterprises. This will 
then be used in the construction of inquiries. In time, this register 
will be incorporated into the inter-departmental business register 
which is being set up by the CSO. 

As a result of all these measures, estimates of invisibles in the 
balance of payments, particularly the early estimates, will be more 
securely based. This should lead to further reductions in balancing 
items and reduce revisions to data. 

Financial institutions and sector financial accounts 

Following a recommendation in the Eason Report, CSO is Laking 
over responsibility for some statistical inquiries to non-bank financial 
institutions carried out by the Bank of England, mainly for national 
accounts purposes. It is also talcing over, from the Association of 
British Insurers (ABI), the collection of data from insurance 
companies. The transfer of inquiries will talcc place gradually 
through 1992. 

The coverage of some surveys of fmancial institutions will be 
extended to provide more accurate quarterly data. For example, the 
quarterly and annual insurance and pension fund inquiries will be 
enlarged and become statutory from the fLrst quarter of 1992. These 
measures should reduce sectoral balancing items not only in the 
financial sector, but in other sectors, such as the overseas sectors, 
where the counterparts lie. They will also help to reduce the size of 
revisions to early estimates of GDP. 

Subject to further consultation, the CSO will extend and improve the 
inquiries into industrial and commercial companies' financial 
positions. It is expected that the quarterly survey will then be made 
statutory. Firmer quarterly estimates will reduce revisions in the 
financial accounts. 

Other measures 

In addition to those measures announced by the Chancellor, theCSO 
is continuing to look at ways of improving the quality of economic 
statistics. An article in the December edition of Economic Trends 
described the uscofinput-outputtables in systematically examining 
discrepancies between output and expenditure components in GDP 
estimates. Work on input-output tables, for 1989 and then subsequent 
years, will help in exploring discrepancies between income estimates 
and output and expenditure estimates. 

The CSO is talcing the lead in establishing an inter-departmental 
business register (IDBR) which will be used in a wide range of 
inquiries by goveiT!Tnent departments. The CSO is also commiued 
to producing balanced national accounts from which all 
inconsistencies have been removed. Both balanced accounts and the 
IDBR will be the subjects of articles in future editions of Economic 
Trends. 

Summary 

The full impact of the Chancellor's initiatives on economic statistics 
will take some time to feed through. However all the proposed new 
or enhanced enquiries in phase one arc now in place and beginning 
to have positive results. The measures in Phase Two are in the 
process of being introduced. The results from these initiatives will 
contribute substantially to the improvement in economic statistics in 
future years. 
There has inevitably been some increase in the reporting burden. 
However every effort has been made to keep this increase to the 
minimum necessary. This has been achieved by the use of optimum 
sample designs and by careful consultation. The improvements to 
the quality of statistics arc widely recognised as being vital for 
decision making by both Government and business. 




