





Introduction

Economic Trends brings together all the main economic indica-
tors. It contains three regular sections of tables and charts
illustrating trends in the UK economy.

‘Economic Update' is a feature giving an overview of the
latest economic statistics. The content and presentation will
vary from month to month depending on topicality and
coverage of the published statistics. The accompanying table
on main economic indicators is wider in coverage than the
table on selected monthly indicators appearing in previous
editions of Economic Trends. Data included in this section
may not be wholly consistent with other sections which will
have gone to press earlier.

An article on international economic indicators appears
monthly and an article on regional economic indicators
appears every March, June, September and December.
Occasional articles comment on and analyse economic
statistics and introduce new series, new analyses and new
methodology.

Quarterly articles on the national accounts and the balance
of payments appear in a separate supplement to Economic
Trends entitled UK Economic Accounts which is published
every January, April, July and October.

The main section is based on information available to the
ONS on the date printed in note | below and shows the
movements of the key economic indicators. The indicators
appear in tabular form on left hand pages with corresponding
charts on facing right hand pages. Colour has been used to
aid interpretation in some of the charts, for example by
creating a background grid on those charts drawn to a
logarithmic scale. Index numbers in some tables and charts
are given on a common base year for convenience of
comparison.

The section on cyclical indicators shows the movements of
four composite indices over 20 years against a reference
chronology of business cycles. The indices group together
indicators which lead, coincide with and lag behind the
business cycle, and a short note describes their most recent
movements. The March, June, September and December
issues carry further graphs showing separately the move-
ments in all of the 27 indicators which make up the compos-
ite indices.

Economic Trends is prepared monthly by the Office for National
Statistics in collaboration with the statistics divisions of Govern-
ment Departments and the Bank of England.

Notes on the tables

|.  All data in the tables and accompanying charts is current, as
far as possible, to 17 July 1996.

2. Thefour letter identification code at the top of each column
of data (eg, DJDD) is ONS's own reference to this series of data
on our database. Please quote the relevant code if you contact
us requiring any further information about the data.

3. Some data, particularly for the latest time period, is provi-
sional and may be subject to revisions in later issues.

4. The statistics relate mainly to the United Kingdom; where
figures are for Great Britain only, this is shown on the table.

5. Almost all quarterly data are seasonally adjusted; those not
seasonally adjusted are indicated by NSA.

6. Rounding may lead to inconsistencies between the sum of
constituent parts and the total in some tables.

7. A line drawn across a column between two consecutive
figures indicates that the figures above and below the line have
been compiled on different bases and are not strictly compara-
ble. In each case a footnote explains the difference.

8. 'Billion' denotes one thousand million.

9. There is no single correct definition of money. Conse-
quently, several definitions of money stock are widely used:

MO the narrowest measure consists of notes and coin in
circulation outside the Bank of England and bankers' operational
deposits at the Bank.

M2 comprises notes and coin in circulation with the public plus
sterling retail deposits held by the UK private sector with UK
banks and building societies.

M4 comprises notes and coin in circulation with the public,
together with all sterling deposits (including certificates of deposit)
held with UK banks and building societies by the rest of the
private sector.

The Bank of England also publish data for liquid assets outside
M4.

10. Symbols used:

.. not available

- nil or less than half the final digit shown

+ alongside a heading indicates a series for which measures
of variability are given in the table on page T79

T indicates that the data has been revised since the last
edition; the period marked is the earliest in the table to

have been revised

* average (or total) of five weeks.

If you have any comments or suggestions about Economic
Trends, please write to Michael Byrne, Technical Editor, ONS,
Room I31E/1, Government Buildings, Great George Street,
London, SWIP 3AQ.

Marketing and Customer Service Division
Office for National Statistics

17 July 1996

ONS Databank

The data in this publication can be obtained in computer readable form via the ONS Databank service which provides
macro- economic time series data on disc. For more details about the availability of this and other datasets, prices or to
place your order please telephone, write or fax: ONS Sales Desk, Room 131/4, Government Buildings, Great George
Street, London, SWIP 3AQ. Telephone: 0171270 6081 or fax 0171 270 4986. The ONS does not offer direct on-line




Table 2.15

Each month series on external competitiveness are published in Table
2.15 of Economic Trends. The Office for National Statistics has now taken
over compilation of these series. The very latest receipt of source data
from the IMF is included in this edition. We intend to further improve the
quality and timeliness of these series wherever possible in the future.

Methodology notes will be provided on request. The contact details are:

Mr Zia Chaudhri

Room 76a/1

Office for National Statistics
Government Offices

Great George Street
London, SW1P 3AQ

Tel (0171) 270 6064
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Government finances

17. In June the public sector borrowing requirement (PSBR) was
£3.6 billion. For the first three months of 1996-97, the PSBR was
£10.7 billion compared with £11.3 billion in the same period last year.
Excluding privatisation proceeds the figures were £12 billion and
£11.3 billion respectively. Chart 6 maps the PSBR behaviour in the
last three financial years.
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Balance of payments

18. The deficit on the balance of UK trade in goods rose from £3
billion in the three months to January to £3.4 billion in the three
months to April. Over this period the volume of total exports,
excluding oil and erratics, rose by 3.1%. Chart 7 shows that, on the
same basis imports rose by 4.1%. Exports of manufactures appear to
be doing well: semi-manufactures grew by 5% and finished
manufactures rose by 3%, whilst imports showed strong growth for
raw materials: fuels up by 7.8% and basic materials up by 7.7%. Chart
7 illustrates the strong gowth rates of exports and imports in 1996.

19. More timely data on trade with non-EC countries shows that
the deficit narrowed from £2.7 billion in the three months to April to
£2.3 billion in the three months to May. In the three months to May.
export volurnes, excluding oil and erratics rose by 1.3% compared
with the previous three months. On the same basis imports rose
marginally by 0.1%.
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Forecast for the UK Economy

A comparison of independent forecasts, July 1996.

The tables below are extracted from HM Treasury’s “FORECASTS FOR THE UK ECONOMY" and summarise the
average and range of independent forecasts for 1996 and 1997, updated monthly.

|| Independent Forecasts for 1996 ||

Average Lowest Highest
GDP growth (per cent) 2.2 1.8 2.9
Inflation rate (Q4)

- RPI 2.2 1.5 32

- RPI excl MIPS 2.7 2.1 35
Unemployment (Q4, mn) 2.10 2.00 2.20
Current Account (£bn) -5.6 -11.6 -1.1
PSBR (1996-97, £bn) 27.6 24.6 32.0

Independent Forecasts for 1997 ||
Average Lowest ” Highest
GDP growth (per cent) 32 2.2 “ 4.2
Inflation rate (Q4)
- RPI 3.4 1.7 5.2
- RPI excl MIPS 2.9 1.6 4.1
Unemployment (Q4, mn) 1.95 1.62 2.30
Current Account (£bn) -1.2 -15.9 2.0
PSBR (1997-98, £bn) 234 15.0 31.9

NOTE: “FORECASTS FOR THE UK ECONOMY” gives more detailed forecasts, covering 24 variables and is
published monthly by HM Treasury, available on annual subscription, price £75,. Subscription enquiries should be
addressed to Miss Jehal, Publishing Unit, Room 53a, HM Treasury, Parliament Street, London SW1P 3AG (0171 270

5607).



INTERNATIONAL ECONOMIC INDICATORS

(includes data up to 18 July 1996)

by Kevin Madden, Economic Assessment - Office for National Statistics

INTRODUCTION

The series presented here are taken from the Organisation of Economic Co-
operation and Development's (OECD) Main Economic Indicators, except
for the United Kingdom where several of the series are those most recently
published. The series shown are for each of the G7 economies (United
Kingdom, Germany, France, Italy. United States, Japan and Canada) and
for the European Communities (EC) and OECD countries in aggregate.
Data on unified Germany has begun to be available and is included,
where applicable, in this article for the first time. Footnotes to the
tables explain the commencement or otherwise of the data.

2. The length and periodicity of the series have been chosen to show their
movement over a number of years as well as the recent past. There is no
attempt here to make cross country comparisons across cycles. Further,
because the length and timing of these cycles varies across countries,
comparisons of indicators over the same period should be treated with
caution.

COMMENTARY

3. There was no additional data for gross domestic product (GDP) at
constant market prices at the time of writing. However, ONS has revised
their estimate of quarterly growth to 0.4% between 1995 Q4 and 1996 Q1.

4. Consumer price inflation has continued either to further weaken or
remain low. In Europe there were falls in the rate in the United Kingdom
from 2.2% to 2.1%, France from 2.4% t0 2.2%, and Italy 4.3% to 3.9% in
the year to June. In the previous month Japan and Canada. countries with
lower inflation at present, saw their annual rates rise to 0.7% and 1.5%
respectively.

5. Standardised unemployment rates (ILO based) continued to fall back
in the United States where the rate fell from 5.5% in May to 5.2% in June.
Elsewhere there were increases, with a particularly strong rise in Canadian
unemployment which grew from 9.4% in March to 10.0% in April.
Increases were also recorded in Germany, where the rate returned to 9.0%
in May, and Italy, which again reached 12.2% in April.

1 Gross domestic product at constant market prices: index numbers

1990 = 100
United United
Kingdom Germany’ France laly EC States Japan? Canada Major 7 OECD
FNAO GABI GABH GABJ GAEK GAEH GAEI GAEG GAEO GAEJ
1980 76.8 79.9 79.2 80.3 79.0 771 66.8 75.1 759 76.2
1985 84.9 84.7 85.4 86.1 85.1 87.4 80.2 86.6 85.4 85.5
1986 88.6 86.7 87.6 88.6 87.5 89.9 82.1 89.5 87.8 87.8
1987 92.8 87.9 89.6 914 90.1 92.7 85.4 93.2 90.6 90.6
1988 97.5 91.1 93.8 95.3 93.8 96.4 90.9 98.2 94.7 945
1989 99.6 944 97.6 97.9 97.1 98.8 95.1 100.3 97.7 97.5
1990 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1991 98.0 1124 100.8 101.2 103.0 99.4 104.0 98.3 101.5 101.0
1992 97.5 1144 102.2 102.0 104.0 101.7 105.0 99.0 103.1 102.5
1993 99.6 1131 100.6 100.8 103.4 104.8 105.1 101.0 104.5 103.8
1994 103.5 116.4 103.5 102.7 106.4 109.1 105.7 105.8 107.7 106.8
1995 106.0 118.9 106.0 105.7 108.9 109.8 106.5 108.2 108.8
1993 Q2 99.0 112.9 100.5 101.0 103.2 104.2 105.2 101.0 104.2 104.1
Q3 100.0 1137 100.7 100.0 103.6 104.9 105.4 101.0 104.6 104.6
Q4 100.7 1135 100.9 1011 103.9 106.5 104.9 102.0 105.4 105.3
1994 Q1 101.8 114.8 101.6 101.2 104.7 106.0 105.3 103.0 106.3 105.5
Q2 103.1 116.2 103.1 102.2 106.0 107.2 105.8 105.0 107.3 106.6
Qs 104.1 117.0 104.2 103.6 106.9 108.2 106.5 107.0 108.4 107.5
Q4 104.9 177 105.2 1038 107.8 109.0 105.3 108.0 109.0 107.9
1995 Q1 105.3 118.0 105.9 105.0 108.3 109.2 105.5 108.1 109.6 108.3
Q2 105.7 119.3 106.1 105.0 108.8 109.3 106.1 107.9 1101 108.4
Q3 106.3 119.4 106.2 106.9 109.4 1103 106.7 108.2 110.9 109.2
Q4 106.7 118.9 105.9 105.9 109.2 110.4 107.7 108.4 109.4
1996 Q1 107.1 111.2
Percentage change, latest quarter on corresponding quarter of previous year
1995 Q4 1.8 1.0 0.7 22 1.5 1.3 2.3 0.4 . 14
1996 Q1 1.7 1.8
Percentage change, latest quarter on previous quarter
1995 Q4 04 -04 -0.3 -0.9 -0.2 0.1 0.9 0.2 0.2
1996 Q1 0.4 0.7
1 Data available for unified Germany since 1991
2 GNP
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Consumer prices’
Percentage change on year earlier

United United

Kingdom Germany? France Italy EC States Japan Canada Major 7 OECD®
1980 18.0 55 13.4 21.1 13.4 13.7 8.0 10.2 12.7 14.8
1985 6.1 22 59 8.6 6.2 3.5 21 4.0 4.0 6.9
1986 3.4 -0.1 27 6.2 3.7 1.9 -0.1 4.1 2.1 59
1987 4.2 0.2 3.1 4.6 33 37 0.1 4.4 2.9 7.7
1988 49 1.3 2.8 50 3.6 4.0 0.7 4.0 3.4 8.6
1989 7.8 2.8 3.5 6.6 53 4.9 22 5.0 4.5 6.2
1990 9.5 27 34 6.0 57 54 3.1 4.8 50 6.8
1991 5.9 3.5 3.2 6.5 5.1 4.2 3.3 5.6 4.3 6.1
1992 3.7 4.0 24 53 4.2 3.1 1.6 1.5 3.0 4.9
1993 1.6 -1.2 2.1 4.2 34 30 1.3 19 2.6 4.1
1994 24 2.7 1.7 3.9 3.0 2.5 07 0.2 22 4.4
1995 3.5 1.9 1.8 54 37 2.9 -0.1 22 26 57
1995 Q3 37 1.7 1.8 58 37 27 0.1 24 25 59
Q4 3.2 1.8 1.9 57 36 28 -0.5 2.0 25 57
1996 Q1 2.8 1.8 2.1 5.0 28 2.8 -0.2 1.4 22 56

Q2 22 . 24 4.2 . . .
1995 Jul 3.5 1.8 1.5 56 37 2.9 0.4 2.6 26 59
Aug 3.6 1.7 1.9 5.8 37 27 -0.2 2.3 25 58
Sep 3.9 1.8 20 58 38 26 -0.1 2.3 26 59
Oct 3.2 1.8 1.8 59 3.6 2.8 -0.8 24 26 58
Nov 3.1 1.7 1.9 57 37 2.7 -0.6 2.0 2.4 56
Dec 32 1.8 2.1 55 36 29 -0.1 1.7 2.5 57
1996 Jan 2.9 1.7 2.0 56 29 27 -0.4 1.5 22 56
Feb 27 1.7 2.0 5.0 28 2.7 -0.3 1.3 22 55
Mar 2.7 1.9 2.3 4.4 2.8 2.9 -0.1 1.4 23 5.6
Apr 24 1.8 2.4 4.6 27 2.9 0.6 1.4 23 5.6
May 2.2 . 2.4 4.3 26 2.9 0.7 15 2.3 56
Jun 2.1 .. 22 3.9 . . . . . -

1 Components and coverage not uniform across countries
2 Data available for Unified Germany from 1991
3 OECD data includes 'higher inflation’ countries (Mexico and Turkey)

3 Standardised unemployment rates: percentage of total labour force!

United United

Kingdom Germany? France italy Ec3 States Japan Canada Major 7 OECD
GABF GABD GABC GABE GADR GADO GADP GADN GAEQ GADQ
1980 6.4 341 6.3 7.5 6.4 71 2.0 7.4 55 5.8
1985 11.2 71 10.3 9.6 10.9 71 2.6 104 7.2 7.8
1986 11.2 6.4 104 10.5 108 6.9 2.8 9.5 71 7.7
1987 10.3 6.2 10.5 10.9 106 6.1 2.9 8.8 6.7 7.3
1988 8.6 6.2 10.0 11.0 9.9 5.4 2.5 7.7 6.1 6.7
1989 7.2 5.6 9.4 10.9 9.0 5.2 2.3 7.5 57 6.2
1990 6.8 48 8.9 10.3 84 54 2.1 8.0 5.6 6.1
1991 8.8 4.2 9.5 9.9 8.7 6.7 2.1 10.2 6.3 6.7
1992 101 4.6 104 10.5 9.3 7.3 2.2 1.3 6.8 7.4
1993 10.4 7.8 11.7 10.2 10.8 6.7 2.5 11.2 7.2 7.8
1994 9.5 8.4 12.3 11.8 114 6.0 29 10.3 7.0 7.8
1895 87 82 116 12.2 1.0 55 3.2 95 6.8 7.5
1995 Q4 8.6 85 11.6 . 111 55 3.3 94 6.8 76
1996 Q1 84 8.9 11.8 . 11.1 5.6 3.3 9.5 6.8 7.6
1995 Jul 8.8 8.1 11.5 12.2 11.0 5.6 3.2 9.7 6.8 7.6
Aug 8.7 8.2 115 . 11.0 56 3.2 9.5 6.8 7.5
Sep 8.6 8.3 11.5 . 11.0 56 3.2 9.2 6.8 7.5
Oct 8.6 8.3 11.6 12.1 11.0 5.4 3.2 9.4 6.7 7.5
Nov 8.5 85 11.6 . 11.0 5.5 3.4 9.4 6.8 7.6
Dec 8.6 8.6 1.7 . 11.2 5.5 34 9.4 6.9 7.6
1996 Jan 8.4 8.8 11.8 121 111 57 3.4 9.5 6.9 7.7
Feb 84 9.0 11.8 . 111 55 3.3 9.5 6.8 7.6
Mar 83 9.0 11.9 . 11.2 5.6 3.1 94 6.8 7.6

Apr . 89 11.9 12.2 . 54 3.4 10.0

May . 9.0 . . . 55 . .

Jun . . . . . 52

1 Uses an ILO based measure of those without work, currently available for
work, actively seeking work or waiting to start a job aiready obtained

2 Data available on Unified Germany from January 1993

3 Excludes Denmark, Greece and Luxembourg




4 Balance of payments current account as percentage of GDP

United United

Kingdom Germany'»2 France laly States'! Japan! Canada
1980 1.2 -1.7 -0.6 2.3 0.1 -1.0 -0.6
1985 0.6 27 -0.1 -0.9 -3.1 36 -1.3
1986 0.2 4.5 0.3 0.4 -3.5 43 -2.8
1987 -1.1 4.1 -0.6 0.2 -3.7 3.6 -2.8
1988 -35 4.2 -0.5 0.7 2.6 27 -35
1989 —4.3 4.9 0.5 -1.2 -2.0 2.0 —4.2
1990 -3.4 31 0.8 -1.3 -1.7 1.2 -3.8
1991 -1.4 -1.2 -0.5 -2.1 0.1 2.1 —4.1
1992 -1.7 -1.2 0.3 -2.3 -1.1 3.2 -39
1993 -1.7 -11 0.7 1.1 -1.6 3.1 -4.3
1994 -0.4 -0.9 0.7 1.5 2.2 2.8 -3.3
1995 -0.4 0.7 9.1 25 -21 2.2 -1.7
1995 AN 0.2 - 1.9 1.0 -23 2.5 -3.7
Q2 0.5 0.1 1.3 3.0 -2.5 2.2 -2.6
Q3 0.6 -14 0.3 3.3 2.2 2.1 -0.6
Q4 0.7 -0.9 09 2.6 -1.7 1.9 0.1

1996 Q1 -0.6

1 Balance as percentage of GNP
2 Data available for Unified Germany from July 1990

5 Total industrial production: index numbers

1990 = 100
United United
Kingdom Germany' France Italy EC States Japan? Canada® Major 7 OECD*
DvZI HFGA HFFZ HFGB GACY HFGD HFGC HFFY GAES GACX
1980 81.5 97.3 88.0 87.9 83.7 79.3 67.3 814 787 78.8
1985 88.0 100.3 88.5 848 86.4 89.0 79.8 94.5 86.3 86.3
1986 90.1 87.3 89.5 87.9 88.2 89.9 79.6 93.8 87.3 87.2
1987 93.7 87.6 91.3 91.3 90.4 94.3 82.4 98.4 90.5 90.4
1988 98.2 90.7 95.0 96.8 94.2 98.5 90.7 103.6 95.6 95.2
1989 100.3 95.0 98.5 99.8 97.9 100.0 95.9 103.4 98.5 98.3
1990 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1991 96.3 103.7 100.3 99.1 100.1 98.3 101.9 95.8 99.7 99.7
1992 96.2 101.0 100.2 98.9 99.0 101.7 96.1 96.8 99.5 99.6
1993 98.3 93.4 97.6 96.5 96.0 105.2 92.0 101.2 99.0 99.3
1994 103.2 96.9 101.3 101.5 100.4 114 93.1 107.8 103.4 103.7
1995 105.9 97.6 103.6 106.9 103.6 115.1 96.0 112.0 106.5 108.7
1995 Q2 105.6 98.8 104.4 106.1 103.8 1145 96.4 111.8 106.5 106.6
Q3 106.4 98.3 104.7 107.9 104.2 1154 94.7 1121 106.6 106.8
Q4 106.3 95.9 101.6 109.4 103.5 115.6 96.5 111.8 106.7 107.0
1996 Q1 106.6 971 99.2 105.5 103.0 116.3 97.5 112.3 106.9 107.4
1995 May 105.9 99.6 105.1 105.5 104.3 114.4 96.5 112.2 106.6 106.8
Jun 105.5 98.7 104.9 105.3 104.0 1145 95.7 1113 106.2 106.5
Jul 106.0 99.8 105.4 107.8 104.3 1146 93.5 111.8 106.2 106.2
Aug 106.4 97.6 105.4 108.4 104.6 1157 96.6 1121 107.2 107.4
Sep 106.9 97.5 103.3 107.5 103.8 115.8 94.0 112.3 106.5 106.7
Oct 105.9 954 101.5 106.7 102.8 115.3 95.3 111.9 106.0 106.3
Nov 106.4 95.4 102.0 106.1 103.3 1156 96.7 1121 106.6 107.0
Dec 106.8 96.8 101.3 1153 104.3 115.8 97.6 1114 107.4 107.7
1996 Jan 106.0 97.8 98.7 103.4 102.9 1155 98.2 1127 106.6 107.2
Feb 106.5 96.1 99.1 104.7 102.4 116.9 100.1 1123 107.5 107.8
Mar 107.2 97.4 99.9 108.4 103.8 116.4 94.2 111.9 106.6 107.1
Apr 106.5 97.4 98.2 104.2 102.6 117.4 97.2 11241 1071 107.5
May 107.3 98.6 . . . 118.2 98.9 . . .
Percentage change: average of latest three months on that of corresponding period of previous year
1996 Apr 1.1 -1.1 -4.3 -02 -0.2 1.9 -0.1 0.1 04 0.8
May 1.2 -0.7 .. .. . 24 -0.4
Percentage change: average of latest three months on previous three months
1996 Apr 0.3 0.3 -16 -2.3 -05 1.1 -0.3 0.0 0.2 0.2
May 05 0.9 . . .. 1.1 -1.9

1 Data available for Unified Germany from 1991

2 Not adjusted for unequal number of working days in a month
3 GDP in industry at factor cost and 1986 prices

4 Some countries excluded from area total
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Producer prices (manufacturing)
Percentage change on a year earlier

United United
Kingdom Germany' France? Italy EC States Japan Canada Major 7 OECD?
1980 12.8 7.0 9.4 . 11.3 13.5 14.8 13.4 13.2 13.2
1985 53 2.1 4.4 77 4.9 0.8 -0.8 2.7 19 4.8
1986 4.2 -2.4 =20 0.1 -1.0 -14 -4.7 0.9 -15 1.5
1987 3.7 -0.3 02 3.1 1.2 2.1 -2.9 2.7 1.1 58
1988 4.3 1.5 4.8 35 3.4 2.5 -0.3 4.5 2.4 7.2
1989 4.7 34 52 58 4.8 52 2.1 1.8 4.4 58
1990 5.8 1.5 -1.0 4.2 2.5 4.9 1.6 0.3 3.3 4.7
1991 54 2.2 -1.2 33 2.2 2.1 1.1 -1.0 1.9 3.3
1992 3.5 1.6 ~-1.4 1.9 1.2 1.3 -1.0 0.5 0.8 22
1993 3.7 00 -2.6 37 1.2 1.3 -1.6 3.3 0.8 2.1
1994 2.9 -2.9 1.1 37 1.4 0.6 -1.7 5.6 0.5 3.1
1995 34 22 6.4 7.9 57 1.8 -07 8.1 3.1 6.8
1995 Q4 3.8 1.7 2.7 7.2 4.6 19 -0.7 5.8 2.8 65
1996 Q1 3.8 0.8 . 4.7 2.7 1.6
1995 Jun 3.2 2.6 8.5 92 6.4 2.2 -0.6 87 3.4 7.0
Jul 36 2.4 7.1 92 6.3 1.9 -0.7 8.3 3.2 6.9
Aug 3.7 2.3 6.8 9.0 6.1 1.3 -0.7 7.2 2.9 6.7
Sep 3.9 2.5 57 87 59 2.2 -0.6 7.7 3.1 6.9
Oct 3.8 2.2 4.0 7.9 5.2 2.0 -0.6 6.7 3.1 6.7
Nov 3.7 1.7 2.6 7.2 4.6 1.8 -0.6 5.6 2.6 6.4
Dec 4.0 1.4 1.7 6.5 4.2 19 -0.8 51 2.5 6.3
1996 Jan 3.4 0.9 -0.4 59 2.5 30 -0.8 2.5 1.8 6.9
Feb 4.0 0.7 -1.4 4.7 2.4 -0.8 1.9
Mar 39 0.5 . 35 2.7 0.6
Apr 3.7 . . 2.6 2.5 0.6
May 3.5 . 22
1 Data available for Unified Germany from 1991
2 Producer prices in intermediate goods
3 OECD includes 'higher inflation” countries (Mexico and Turkey)
7 Total employment: index numbers’
19980 = 100
United United
Kingdom Germany2-3 France® Italy EC States® Japan Canada® Major 7 OECD
DMBC GAAR GAAU GAAS GADW GADT GADU GADS GAEU GADV
1980 93.5 95.3 96.6 97.0 100.0 84 89 84.3 . .
1985 91.2 935 95.6 97.3 93.1 91 93 89.1 92.3 92.1
1986 91.4 94.4 96.1 97.9 938 93 94 91.9 93.6 93.4
1987 93.4 95.3 96.5 97.8 95.0 95 95 94.3 95.2 95.0
1988 96.7 96.3 97.5 99.0 96.8 98 96 97.4 97.1 97.0
1989 99.4 97.2 99.0 98.6 98.4 100 98 99.4 98.9 98.8
1990 100.0 100.0 100.0 100.0 100.0 100 100 100.0 100.0 100.0
1991 971 101.9 100.0 101.3 99.9 99 102 98.1 99.9 99.9
1992 94.6 102.8 99.4 100.7 98.7 100 103 97.6 100.1 99.7
1993 93.6 100.9 98.2 95.9 96.3 101 103 98.8 100.1 99.5
1994 94.2 939.3 98.4 94.0 95.8 104 104 101.0 101.4 100.7
1995 949 99.1 93.5 93.9 96.5 106 103 102.6 102.4 101.6
1995 Q4 95.1 99.4 99.8 943 96.8 106.5 103.1 102.7 102.5 101.9
1996 Q1 95.0 . . 931 100.8
1996 Feb 105.3 100.8 101.0
Mar - . 101.2
Percentage change, latest quarter on that of corresponding period of previous year
1995 Q4 0.4 04 1.0 0.4 0.8 0.7 -0.1 0.9 0.4 0.6
1996 Q1 0.2 . . 08 1.3
Percentage change latest quarter on previous quarter
1995 Q4 0.2 0.2 0.1 -0.7 -0.1 -0.3 -1.2 -2.4 0.4 -0.4
1996 Q1 -0.1 . . -1.3 ~-1.9

1 Not seasonally adjusted except for the United Kingdom
2 Western Germany (Federal Republic of Germany before unification)
3 Excludes members of armed forces




Average wage earnings in manufacturing’
Percentage change on a year earlier

United United

Kingdom? Germany? France Italy EC States Japan Canada Major 7 OECD
1980 17.6 6.5 15.0 18.7 11.0 8.7 7.4 10.0 8.9 9.5
1985 8.0 4.2 57 11.2 7.1 39 31 3.8 38 5.1
1986 7.7 4.0 4.0 4.7 52 2.0 14 2.8 3.7 3.3
1987 8.1 3.8 3.1 6.6 54 1.8 1.7 3.3 2.4 3.5
1988 8.5 4.6 3.0 6.0 54 2.8 4.5 3.9 4.6 4.4
1989 8.8 35 3.8 6.0 59 2.9 5.8 54 4.4 4.9
1990 9.3 5.1 4.6 7.3 6.8 3.3 5.3 4.7 53 54
1991 8.2 57 4.3 9.8 7.1 3.3 3.5 4.8 5.0 5.0
1992 6.6 6.2 36 5.4 55 2.4 1.1 3.4 29 36
1993 4.5 -3.6 2.6 3.7 4.5 2.5 -7.0 2.0 2.8 28
1994 4.7 29 23 3.3 50 28 10.2 2.2 2.7 2.8
1995 4.5 . 4.5 3.1 . 2.4 3.1 1.5 0.6 1.8
1995 Q3 4.4 . 1.8 35 38 2.7 3.6 2.3 1.0 15
Q4 4.0 . 26 3.9 3.0 2.6 2.4 2.0 0.0 07

1996 Q1 . . . 3.3 - 2.7 1.4 1.8
1995 Apr 5.2 3.8 24 2.3 7.6 2.3 3.5 0.7 1.2 3.5
May 4.5 . . 2.3 7.5 2.3 3.2 1.2 1.1 34
Jun 4.4 . . 2.2 7.6 2.3 1.5 0.9 -0.6 1.8
Jul 4.9 3.3 1.5 3.5 3.8 2.8 7.6 1.1 1.1 1.6
Aug 4.2 . . 3.4 3.7 28 1.2 3.3 0.6 1.3
Sep 3.9 . . 3.9 3.8 26 1.9 2.6 1.1 1.6
Oct 4.0 - 1.7 3.9 3.0 2.6 1.9 2.4 0.6 1.3
Nov 3.7 . . 3.9 3.0 2.5 0.9 1.7 0.2 0.9
Dec 4.1 . . 3.9 3.1 2.7 4.5 2.2 -0.6 0.1

1996 Jan 3.9 . 1.5 3.2 . 3.4 -0.7 14

Feb . . . 3.3 . 2.7 2.5 1.8

Mar . . . 3.2 . 2.2 2.3 2.1

1 Definitions of coverage and treatment vary among countries
2 Figures for Great Britain refer to weekly earnings; others are hourly
3 Western Germany (Federal Republic of Germany before unification)

9 Retail Sales (volume): index numbers

1990 = 100
United United
Kingdom Germany' France Italy EC States Japan Canada Major 7 OECD
EAPS GADD GADC GADE GADH GADA GADB GACZ GAEW GADG
1980 . 835 91.5 726 80.2 72.2 103.2 74.8 76.7 77.5
1985 . 80.8 90.5 87.4 84.3 85.9 100.0 89.3 85.2 85.2
1986 87.0 836 92.6 93.3 88.0 90.8 101.5 934 89.1 89.0
1987 91.5 86.9 94.8 97.8 91.5 93.3 107.1 98.6 92.3 92.1
1988 97.3 89.8 98.2 95.7 94.0 97.0 91.5 102.4 95.4 952
1989 99.3 922 99.4 102.3 97.6 99.3 95.0 102.3 98.3 98.2
1990 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1991 98.7 105.7 100.1 97.3 100.6 97.6 101.9 89.6 99.0 99.2
1992 99.4 103.6 100.3 102.2 100.8 100.9 99.1 90.8 100.4 100.3
1993 102.4 99.3 100.3 99.0 99.1 106.3 94.3 93.5 102.1 101.3
1994 106.2 97.5 100.8 94.4 98.3 112.9 92.8 101.1 105.1 104.0
1995 107.5 . 100.2 89.1 98.8 117.5 98.6 101.5 107.9 107.3
1995 Q4 108.3 . 97.6 82.5 97.0 119.0 98.5 101.2 107.8 107.3
1996 Q1 108.7
1995 Aug 107.1 . 101.8 93.8 100.0 118.7 99.7 102.6 109.2 108.6
Sep 107.3 . 101.1 90.1 100.0 118.7 99.0 101.9 108.8 108.3
Oct 107.3 . 95.9 79.5 96.0 118.1 97.7 101.3 106.9 106.3
Nov 108.6 . 99.6 86.2 98.0 119.3 99.4 100.9 108.5 108.0
Dec 108.8 . 97.3 81.7 97.0 119.7 98.3 101.3 108.1 107.7
1996 Jan 108.0 . 102.7 . 100.0 118.7 100.1 101.4 109.0 108.4
Feb 108.9 . 103.3 . . . . 102.0 . .
Mar 109.1 .
Percentage change average of latest three months on that of corresponding period of previous year
1996 Feb 1.9 . -0.2 . . . . -1.2
Mar 2.1 -
Percentage change average of latest three months on previous three months
1996 Feb 0.7 . 2.3 . . . . 02
Mar 0.4 . . .
1 Western Germany (Federal Republic of Germany before unification) - series
suspended
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1 0 World trade!

1990 = 100
Export of manufactures Import of manufactures Export of goods Import of goods World trade
manufact-

World QECD Other World QECD Other World OECD  Other World OECD  Other ures  goods

GAFE GAFF GAFG GAFH GAFI GAFJ GAFK GAFL GAFM GAFN GAFO GAFP GAFR GAFQ

1990 100.0 100.0 100.0 100.0 100.0 100.0 1000 1000 1000 100.0 1000 100.0 100.0  100.0

1991 103.1 102.3 106.2 104.2 103.4 106.3 103.6 103.2 1043 1038 103.1 105.7 103.6  103.7

1992 107.8 107.1 110.7 110.6 109.8 113.0 109.7 1085 1068 108.2 109.3 111.3 109.2 1089

1993 113.9 109.7 130.0 115.2 1111 126.3 1153 1121 1233 1150 1108 126.8 1145 1151

1994 127.6 121.5 151.0 128.9 124.3 t41.2 1274  123.0 1394 126.8 1219 1408 128.2 1271

1992 Q1 107.4 1071 108.5 109.2 109.0 109.9 1084 108.4  105.3 107.7 108.4 108.6 108.3 108.0

Q2 106.9 106.0 110.4 109.9 109.0 1125  109.2 1075 1066 1074 1087 1109 1084 1083

Q3 108.4 107.5 11.7 111.8 110.8 114.3 110.8 109.2 107.5 108.9 110.4 112.5 1101 109.8

Q4 108.6 107.7 1124 111.7 1104 1152 1104 1090 1079 1089 1096 113.2 110.1 109.6

1993 Q1 109.3 1071 117.9 111.9 109.2 1193 1105  109.1 1122 1112 108.7 118.2 1106 1106

Q2 1135 109.2 129.9 114.0 109.8 1256 1150 1117 1238 1143 109.9 126.8 1137 1146

Q3 114.9 110.0 134.2 116.0 1113 1289 1165 1124 1274 1162 1113 1300 1155 1163

Q4 117.8 112.6 137.8 118.9 1143 131.6 1191 1152 1299 1183 1134 1322 1184 1187

1994 Q1 121.7 1153 146.1 123.0 117.7 137.4 1223 1173  136.1 1221 116.6 1375 1223 1222

Q2 126.3 120.5 148.8 126.9 122.4 139.2 126.1 1219  137.7 1252 1204 1388 126.6 1257

Qs 129.2 122.8 154.2 130.6 125.7 143.9 1288 1241 1416 1283 123.0 1433 129.9 1285

Q4 133.1 1274 155.1 135.0 1315 1444 1325 12849 1421 1317 1275 1437 1340 1321

1995 Q1 147.0 142.4 165.1 151.1 150.0 154.2 145.5 143.7 155.1 148.5 146.7 163.4 149.1 147.0

Q2 148.5 144.2 165.1 152.3 151.6 1542 1465 1452 1551 1496 148.2 1534 150.4 148.1

Q3 152.0 145.6 176.5 157.2 154.5 1646 1503 1468 1647 1544 1511 1636 1546  152.3
Percentage change, latest quarter on corresponding quarter of previous year

1995 Q2 17.6 19.7 11.0 20.0 23.9 10.8 16.2 19.1 12.6 19.5 23.1 10.5 18.8 17.8

Q3 17.6 18.6 14.5 20.4 22.9 14.4 16.7 18.3 16.3 20.3 22.8 14.2 19.0 18.5

Percentage change, latest quarter on previous quarter
1995 Q2 1.0 1.3 0.0 08 1.1 0.0 07 1.0 0.0 0.7 1.0 0.0 0.9 0.7
Q3 24 1.0 6.9 32 1.9 6.7 2.6 1.1 6.2 32 2.0 6.6 2.8 28

1 Data used in the World and OECD aggregates refer to Germany after unifi-
cation
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Producer Prices for Services:
Development of a New Price Index

by Jonathan Price, Office for National Statistics

° The Office for National Statistics (ONS)is developing a new index
of producer prices for services.

° Publication of component indexes for individual industries will
commence at the end of 1996.

° This article describes the scope of the new index, and discusses
issues that arise in the measurement of price movements for
services.

Introduction

Service industries have come (o play an increasing role in the UK
economy. and services (including those provided by government). now
account for around two - thirds of gross domestic product. In common
with the position in other countries, less statistical information has
traditionally been available for service industries than for production
industries. The ONS is theretore responding to the needs of its customers,
both in government and the wider community. by improving statistical
coverage of the sector,

This article descrihes the planned development of an index of producer
prices for service industries. which will cover the prices of services sold
by businesses to husiness and other non-private customers (including
customers in government). Prices of services sold directly to private
customers are covered by the Retail Prices Index (RPI). Developments
in the two areas will be coordinated to ensure that the burden on
contributors is minimised.

Work on producer prices for services aims to meet three needs:

° The index will contribute to the battery of statistics used to
monitor and predict inflation.

e  The component indexes will be used to deflate current price
trnover data for specitic service industries, and thus produce
indicators of turnover at constant prices. Such indicators are
cmployed as proxies for value added in the calculation of
gross domestic product by the output method. (For industries
with both private and non-private customers. combined
deflators will be produced using information from the new
index and the RPL)

® Information on price movements for services will be usetul
10 businesses, for instance in the indexing of contracts.

Issues

Developing price indexes for services is difficult. Most of the obstacles
are also present in some industries in the production sector: what is
different is the extent and severity:

° Muny service industries produce “one-oft™ outputs.  For
instance. a particular building is only ever designed once.
This makes it ditficult to obtain comparable prices in ditferent
pernods.

° Some service industries produce outputs which are hard to
measure.  For example. the services of management
consultants may often be difficult to quantify, or even 1o
wdentify precisely.

° Where one-oft services are produced. itis particularly difficult
to monitor, and adjust for. changes in quality.

] Many professionals charge on the basis of an hourly fee rate.
Whilst this is relatively easy to monitor. the accurate
measurement  of prices requires additional information on
the hourly vutput (productivity). which is much more difticult
o obtain.

Despite these difficulties, experience in the UK and in other countries.
particularly the USA and Japan. shows that it is possible to make progress.
In doing this a balance must be struch between what is desirable from a
theoretical perspective and w hat is achievable and affordable in practice.
In the absence of 4 measure of output price movements, something else
- perhaps input prices - may be used. The ONS believes that the
developments proposed for service sector prices offer a significant
advance over such practices. There will, however, undoubtedly be scope
for continuing refinement of the methods adopted.

Measuring prices

The first step in deyeloping a price index for the products of an industry
is to review published research on the industry’s outputs. costs and prices.
This is followed by wide consultation with protessional and trade bodics.
The objective is to identify the structure of the industry and to determine
the best methods for monitoring prices.

Identifying the structure correctly is important both to ensure that sub-
indexes are meaningfu! to contributors and customers in the industry.
and to maximise the accuracy of the overall results. There will tend to
be less variance of price movements within market segments than
betwcen market segments.

Official classifications offer little guidance on the best analysis to be
adopted below broad industry headings. The standard industrial
classification (SIC) is considerably less detailed for services than for
production. The EU Classification of Praducts by Activity can often
serve as a starting point. but international differences in business practice.
and the ambiguities of definition for many services. mean that it is often
necessary to go heyond this source. These factors also cast some doubt
on the utility of developing prescriptive classifications for the sector.

A range of approaches to monitoring prices has been adopted. The
objective is alway s to monitor realised prices, that is, after allowing for
any discount. The selection of approach in each case depends upon the
pricing practices in the industry and the availability of data. An
underlying objective is to minimise the burden on contributors. The
data monitored may include:

e  Actual prices. that is prices recorded for transactions
actually carried out during the period.

e  Contract prices. including a representative mix of prices
levied under continuing contracts and renegotiated
contracts.

° List prices. which are appropriate where discounting 1s not
prevalent.

e  Madel prices. where contributors provide prices for
specified services whether or not they are actually
provided during the period.

] Indicators of hourly fee rates. supplemented where
available by measures of productivity change.

‘Economic Trends' No. 513 July 1996 © Crown copyright 1996
















Time use from a National Accounts perspective

by Henry Neuburger, Office for National Statistics

Time use data may be used to address some holes in national accounts
ot which work in households is the most important. Others have argued
{or a broader approach using time as a measure of weltare. The paper
hegins by describing the National Accounts. [t then goes on to describe
an important development of these. satellite accounts. their design and
Jdatasources. Then follows a section on satellite accounts for households.
This is Tollowed by a broader discussion of time use as the basis for
welfare measurement. A final section looks at the potential of time
budget tor analysis of the hidden economy.

The National Accounts - what are they?

National accounting is the standard internationally accepted system for
measuring economy activity.  Such measures are the toundation for
design of economic policy. The central insight is the same as the
underlving principal of accounting, that any transaction involves two
partics. Activity can therefore be measured cither by the amount spent.
the amount received in income or the balance of purchases and sales of
coods and services. Accounting enables data from different sources to
be brought into u single framework to produce a more coherent picture.

in order 1o measure consistently, it s necessary to define a production
houndary. This distinguishes between activity which counts as part of
the economy and other activity.  The general principle is not just a
distinction between marketed and non-market transactions but activity
which might be transacted. Where non-market transactions. are included
in the accounts, values are imputed to them as it they had markets. Often
mnputs are used to measure vutput.. The present production boundary
excludes a large amount of activity including much unpaid work in the
home and the community and there are increasing concerns that this
may lead to distortion in measuring the economy.

Satellite account

Because of this concern the current international standard SNAG3 makes
provision for satellite accounts. These have the same form as the core
national accounts, but cover arcas beyond the production boundary. They
muy often use units other than money. The most prominent example ot
asatelite account in the UK is environmental accounts of which we are
Just about to publish the first part. Other countries have more and more
deseloped satellites both for the environment and for other areas. The
main satellite I'shall discuss is for houscholds.

The purpose of satellite accounts is described in the United Nations
System of National Accounts SNA 93 as:-

iU Cross-cutting information on an area of interest.

b Using alternative concepts to add dimensions 1o national
decounts.

¢ Extend coverage of costs and benefits of human activties.,

d Further analy sis of data by means of relevant indicators and

agaregates.

Linkage ol physical data sources and analysis to the monetary

o

ACCOUNTING sy Stem.
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This list sees these accounts from a national accountant’s perspective.
The analyst or policy maker in the relevant field can use the experiences
of national accounting to provide a coherent picture. Satellites have two
main uses. political and analytic. The political use is to give visibility
to a particular range of activity. The analytical use to provide equipment
whereby policy objectives and instruments can be linked. GNP and
activity within the production boundary is often seen as having a special
prestige, winning more attention from policy makers. There is a belief
that policy makers aim to maximise GDP. Whether this is true or not,
the desire to get spheres like housework and the environment into the
production boundary as a means of mainstreaming is strongly felt. The
SNA made no provision for this. and national accountants resist complete
integration. Satellite accounts provide an eftective solution,
complementing the current definition so long as they are seen as
providing a more general system rather than grudging and inferior
annexes.

The political purpose will not be achieved unless the analytical purpose
it taken seriously. In the case of household accounts. it is difficult to see
how economic policy makers have got by without them. One example
is the issue of labour supply. Analysis over at least fitty vears has failed
fully to explain the development of the tabour force. While a well
measured and specitied model of the household may not solve the
problems, its absence must be a serious obstacle. It one thinks of the
houschold as a productive sector, then the shift of resources to and from
it would respond both 1o internal developments and to the relationship
between this sector and other sectors.

A similar argument can be made for care policy for children, the elderly
and the disabled. Accounts tor unpaid work both within the household
and by the voluntary sector - some of which may be within the production
boundary - will give a clearer picture of needs and resources. It applies
also to housing policy and houschold formation and transport policy.
When it comes to policy instruments. social security and tax policy have
profound and complex effects on the houschold sector. which by almost
any measure must exceed in size that of any sector within the production
houndary.

Once we look at satellites more broadly as accounts, the relationship
between income and expenditure accounts and balance sheets can be
seen 1o be very different from conventional accounts. Nonetheless there
is a great deal of commonality. In an area like health the notions of a
current state of health. a stock of future health is similar to current
spending and capital stock. But the balance sheets play a different role.
These can be the basis of a link from economic accounts to social or
other indicators. In many satellites. “other changes™ in the balance sheet
may be of greater magnitude than the parts accounted in the satellite.
Pursuing the health example further, itis likely that much of the change
in people’s health states will be attributable to factors outside the
traditional health sector. Some. such as environmental factors. will be
drawn from other satellites, some, such as poverty. will come {rom the
core national accounts. A great deal will be scientifically unknown.

The use of arange of umits in satellite accounts means that either separate
accounts must be drawn up 1 each unit or one metric - N some cases.
Otten the
“exchange rate”™ between natural and money units will be a matter of
political judgement and should not be decided by a statistical office. It

money - should be used to construct a single account.




is for statistical oftices to provide the material and allow others to supply
the judgement in a transparent way.

Much attention has also been given in the literature to 1ssues of
distribution. both within the houschold and between houscholds. 1 do
not propose to discuss that here beyond saying that the same tramew orks
would serve for this purposc as well. Individuals have common
endowments of time and different endow ments of skills, health. financial
assets, durable goods or political power. Such analysis could shed light
on issues about whether consideration of working time alters the picture
of distribution painted by money income alane.

Design of Household Accounts

A key decision is whether the household sector account should measure
its role as a producer of services or also as consumer. The tormer seems
preterable in order to clarify the relations between tormal and informal
production. It will need the identification of many unrecorded and indeed
notional transactions. Actual consumption by households comes close
to meaning welfare which we look at later.

The structures of accounts for the new SNA 93 system ol accounts is as
follows

Resource Uses Balance
Production Bought in Gross output Net value
goods and added
services
Allocation Net value Consumption Saving
of income added
Accumulation Saving Investment  Net borrowing
accounts
Financial Borrowing Lending Change in
accounts Financial
Assels
Balance Assels Liabilities Net worth
sheet

The aim is to construct cquivalents of these SNA 93 accounts for the
household sector. This requires measurements in both money and natural
units. We consider tirst the houschold production sector. which will be
measured predominantly in time use. and looks something like the
following:-

Resources Uses Balance
Production Consumer non- Welfare of work done
durable spending household outside
plus capital plus voluntary production
consumption ot service boundary
durables
Allocation Time available Time used Non work
of income Plus voluntary time

Service transter

Accumu- Non-work time Time used Balance
lation plus consumer for imvestment of free

durable spending ey education ume
Balance Accumulation of ! !
sheet shitls plus

consumer durables cte

20)

There will be a need for a separate account for the household (or possibly
individuals in houscholds) as beneficiaries of services broadly defined.
This issue is addressed further in the section on ‘time usc as welfare’
below. It can be thought of as equivalent to the SNA concept of output
tor own final use.

The sources and uses would show how the pay and other carnings trom
the market sector. and to some extent how time and other resources tor
investment for human capital development. were used. The capital
accounts and balance sheets would include the stock of consumer
durables. but would not include housing assets. They could include
stocks of housework skills.

Sources of Data

There seems to be little alternative to using time use data. Nothing else
will capture the way in which the key resource 1s used and the key outputs
enjoyed. A crude output measure might be built trom the scale ot the
tasks eg number of children and other dependents and other sources of
support. measures from the Labour Force Survey (LFS) of reasons for
not working and the size of houses etc. None of this would cope with
quality change: but then some might say that is consistent with National
Accounts practice.  Such techniques might possibly be usetul for
updating. once a benchmark time use survey had been established.

Household Production

The production boundary which divides welfare generated in the market
economy and that generated outside it is artificial. Observing only the
market products underestimates total production and vitiates comparisons
both over time and between difterent locations. A< Gershuny and Halpin
have shown, the simplistic notion derived from neo classical models of
the tamily, that families with lower paid income. have compensating
non-patd benefits does not fit what facts there are. Methods of imputing
values to unpaid wark which assume a free trade off between work and
leisure automatically attribute a higher value to the unpaid work of richer
houscholds. But that does not mean that imputing the same value to all
unpaid work irrespective of household income will necessarily show a
balancing between market and non-market income. The labour saving
resources of the wealthy for example are likely to make their unpaid
activities more productive.

The underlying idea is that a value should be imputed to non-market
houschold activity in the same way as it is imputed to non-market
activities like public services, or many market services whose output is
hard to measure. That method is essentially to measure inputs. In the
case of public services there are labour inputs adjusted for some kind of
measure of quality change. For households. time described as used in
houschold activities is seen as the equivalent input. In the case of public
services while the output 1s not marketed. the input 1s. It is therefore
possible to find a current price value for the activity indicators. In the
case of unpaid work both in the home and the community. neither the
inputs nor the outputs are marketed. Itis for that reason. that it is proposed
to create a satellite account. This will be detined in natural rather than
money units. The unit of input will primarily be time, although there is
some thought of combining this with some indicators of management
cetfort as well as capital resources like consumer durables.

A strength of satellite accounts is the possibility of operating in money
and natural units. Time is clearly a fundamental natural unit. Even if
mmputing a value to ime n certain activities or to certain Kinds ot unpaid
labour is undertaken. the measurement of time will be the basic unit of
measurement. The exchange rate between time and money requires a
politcal judgement. The Department of Transport who use such a
number for travel time. consult Ministers on its magnitude. Gershuny
and Halpin suggest various ploys to bring time and money into the same
account, but none seem to get round the fundamental incommensurability.




Nonetheless indices of time will themselves present difficult political
judgements and could prove difficult.

Satellite accounts also provide for the measurement of output and
outcome indicators. As Gershuny and Halpin argue. inputs are a poor
Provy for output.  There is. in the end. no substitute for the direct
measurement of outputs. This would be a useful factor of other satellites
weh as those Tor public services. which would measure the provision of
hospital beds onthe level of health rather then the number of nurses and
doctors, s it is at present.

Time Use as Welfare

I'he desire to produce household accounts comes partly from national
accountants who worry about omitting large parts ot production from
the measuremient of economic activity. By allowing the inclusion of
household output, however. national accountants risk losing a clear
defimition of what they are measuring.

There 1s INCICASING pressure to construct measures which measure
weltare. The traditionul defence of national accounts. ic that they
measure market activity which sustains weltare looks increasingly
irrelevant as environmental. social and other tactors are brought into
account. Attempts such as the Genuine Progress Indicator (see Cobb.
Halstead. Rower) founder because they try to graft measures of welfare
lar non-market activity onto national accounts measures which do not
aspire to measure welfare. The National Accounts differ from welfare
far at Jeast two important reasons. they measure output rather than
outcome and they use market valuations, in most cases. Trying to twist
GNP 1o measure something else hus probably gone as tar as it can - and
it is not far enough.

Time budgets provide an alternative framework for analysing welfare -
orat least part of one. How people spend their time is as good a measure
of civilisation and social progress as any, Gershuny and Halpin show
how between 1961 and 198374, there was considerable change in the
amount of time people spent in what they called more sophisticated
activity, what might be called doing what they want rather than what
they had to do.

The purpose of a lot of economic activity is to enable people to spend
then time well, This has many dimensions. For example. time spent
not being severely illis very impaortant, but is unlikely to be measured
hy time use surveys. Time spent climbing difficult rock faces is not
valued in terms of the actual time spent but in terms of the intensity of
the experience and possibly the value of retrospect. A welfure metric
defined over time use would be highly complex and would require
augmenting with other dimensions. [t will need to consider not only the
hasic deseription of activity. but the time patterns in terms of - variety
and continuity and the interaction of time uses by ditferent people.
Measures which look at the pressure on time use in a particular activity.,
interms of what follows and how soon, provide one important modifier
o smmple time aggregates. The strength of tme use is that, by contrast
with extended GDP. 1t would provide a consistent [ramework.

One important adjustment would be a capital account. This would show,
as well as the market production of capital goods. the non-market
mvestment of time in training and other aspects of human capital. These
would enhance notonly the measurement of productivity of paid labour,
but of resources m enhancig the value of time using activities. what
Amartya Sen has described as capabilities.

Time as a resource

Navonal aecounts are based on a dichotomy between resources: land.
labour and capital and weltare creating outputs, and consumptions or
isset building outputs. This dichotomy raises problems even within
tadittonal aeccounts. Atl expenses incurred within production are seen

as intermediate consumption. Thus if | have.a meal in pursuit of work.
then that 1s intermediate consumption and is not measured as a component
of final demand, while the same meal caten in pursuit of pleasure is
measured as consumer spending.

The idea that time use is unpaid work can be seen as equivalent to time
spent in paid employment is dangerous. There are major differences in
control. for example. between voluntary work, housework and paid
employment. Nonetheless national accounts measures completely ignore
changes in the quality of working life. Gershuny and Halpin show that
the biggest change in time use over the sixties and seventies was in the
kind of work people do. This cannot be picked up in a national accounts
but can be in a time account. although not necessarily requiring time
use. The LES can pick up some aspects of this. but not a full analysis of
the changes making people available for work.

By seeing time rather than labour as tundamental resource. we can make
aclearer. more anticulated distinction between resource inputs and benefit
outputs. Capacity can be defined in terms of available time and its
potential patterns of use. Much of the potential of the economy in the
post war period was ignored because women's time was not assessed.

When it comes to extending beyond the production boundary. the
paradoxes become more difficult. The classification of travel time
present acute problems. Analysts like Nordhaus and Tobin®, for example.,
regard travel to work as a resource input like labour. Yet it is this input
which enables people to occupy larger houses and have gardens, benetits
which are unlikely to be etfectively measured in national accounts
because the volume of housing already reflects the time input as well as
the cost. Inaddition many people actually enjoy travel. A similar paradox
attects much housework. or indeed paid work, which can be more or
less burdensome and more or less productive.

Much of the data for such time based accounts will not come from time
use surveys. Much of it will come in the same torm and from the same
sources as the present national accounts. The structure of the system
which turns the subscription of time to productive activities. into the
spending of time in rewarding ones will still include a large chunk of
“production”™. Notions ol capacity. productivity. intlation will still exast
both in their present and extended forms, but the framework will be
more robust and capable of responding to social change.

Itisonly a mild exaggeration to suggest that the increasing intangibility
of the economy point to time as the basic metric of future economices,

Hidden Economy

One of the major problems of ngtional accounting is ensuring
exhaustiveness. Surveys and administrative data sources used to measure
economic activity can for a variety of reasons. miss certain arcas. These
range from those businesses which are too small to register for VAT and
therefore do not enter by that route into the basic registers though a
range of activities which have active reasons for concealment - either
tax or regulation evasion or directly criminal activity. There are basically
three techniques for assessing the scale of this. accounting. ratio
assessment or common sense sizing.  Of these the most powertul is
accounting. People in receipt of hidden income may nonetheless reveal
their expenditure so that their income may be deduced. Ratio methods
range trom the reasonably scientitic assessment of expenditure on basic
commaoditics like food to the popular but unreliable ratios of money in
circulation to economic activity.  The former methods rety on the
argument that people spend a reasonably steady fraction of their income
on food and where such ratios are reyealed in houschold surveys suggest
misalignment, hidden income may be suspected. The commonsense
method is represented by the approach of, for example. Statistics Canada
who suggest plausible ratios of the likely amount of hidden activity
assoctated with elements of the accounts which they call “skimming’
ratos,

21




Time use is by no means as central to hidden economy work as it 1s to
work on household satellites. Here we are concerned with activity which
could. in principle be included within the production boundary. The
difficulty is finding out if it has been. Most of what is thought of as the
hidden economy involves market transactions, albeit in unconventional
markets. The role of time use here is to provide an alternative accounting
system to try to approach exhaustiveness. The fact that there are only
24 hours in the day provides a useful constraint for tracing hidden activity.
Itis often argued that people responding to time use surveys are likely
1o report activity that is not picked up trom sources which rely more on
employers. Labour Force surveys may also pick up some of these w here
they are very small. but not where there is any incentive to conceal. The
time accounting constraint can help here. People can casily “forget™ to
report second jobs, They cannot so easily “forget™ to account for the
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time spent in that job. [t can also be described in terms like “helping a
friend with *some building” which do not appear 1o invite investigations.
While people. in the UK at least. are unlikely to describe activity so
criminal as to invite prosecution. much hidden economy. while possibly
illegal. is not necessarily regarded as shameful or likely to be prosecuted.
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