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SESSI ON 1: RECONSTRUCTI NG THE PAST

THE CONSTRUCTI ON OF LONG TERM TI ME SERI ES | N CYPRUS:
EXPERI ENCES AND PROBLEMS ENCOUNTERED

Report submtted by the Mnistry of Finance of the Republic of Cyprus 1/
| NTRODUCTI ON
1. Conparabl e long-termtine series are a crucial elenent in planning and

fornul ati ng econom ¢ and social policy and constitute an inportant function
of every national statistical office. To conpile and keep up-to-date such
series, covering the main social and econonic indicators of a country, is no
doubt a form dabl e task which invol ves conceptual issues as well as enpirica
probl ens.

2. The growi ng need for satisfying the demand from users (econom c
researchers and anal ysts, policy makers, acadenm cs and students) and the
efforts to enhance the capability of the national statistical systemin
produci ng accurate short and | ong-term predictions and projections for

*/ Due to the | ate subm ssion, the paper could not be distributed before
t he Semi nar

1/ Prepared by M. E. I. Denetriades, Drector and P. Protopapas,
Departnent of Statistics and Research.

CE. 96-

various macro-econom c variabl es, induced the Department of Statistics and
Research, which is the central statistical office of the Republic of Cyprus,
to enbark on a project of constructing long-termtine series.
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3. Thi s paper exam nes the construction of various long-termtine series
in Cyprus since independence in 1960. It outlines the problens encountered
and net hods used to resol ve them

Long-term Ti ne_Series Construction

4. The work of constructing long-termtine series essentially involved

col lecting together into one publication all available statistica

i nformati on which could develop into a statistically adequate time series.
The task was two-fold and invol ved the conpil ation of both annual and nonthly
series.

5. The annual sets of data referred to tinme series of a macro-economc
nature. Data pertained to national incone, production, investnent,
consunption, |abour, earnings, balance of paynments, noney and banki ng and
public finance. They covered data for the period 1960 (i.e. since

i ndependence) to 1991. The tine series conpiled were published in the report
"H storical Data on the Econony of Cyprus, 1960-1991", issued by the
Departnent of Statistics and Research. This publication will be issued at
regul ar intervals with updated information

6. The nonthly and quarterly sets of data, which formthe basis of

di scussion in this paper, referred to those series conpiled on a regul ar
basis with the aimof assisting in the assessnent of the perfornance of

vari ous sectors of economc activity as a tool for short-term nanagenent of
the econony. Data pertained to volune and price indices of production for
various sectors of economc activity (such as agriculture, industry,
construction, retail trade and transport and conmuni cation), value of sales
and vol une of production of the nost inportant industrial and agricul tura
products, production and consunption of electricity, nunber, value and vol une
of building permts, passenger and frei ght novenents, registrations of notor
vehi cl es, exports and inports, balance of paynents by category of itens,
forei gn exchange reserves, foreign exchange rates, nonetary and financi a
statistics (nmoney stock and its conponents, bank deposits and credit), share
price indices, consunmer price index, enploynent, unenploynent and job
vacanci es, novenent of tourists, guest nights, bed capacity and bed occupancy
rates in tourist accommodati on and public finance (government expenditure and
revenue by category).

7. Each series was presented historically, fromthe tine it comrenced to
be conpiled on a nmonthly or quarterly basis to the end of 1993, with the
exception of those series whose scope, coverage and cl assification have
changed significantly over time, thus rendering the data for the various
years not strictly conparable. The series conpiled were published in the
report "Monthly Econom c Series, 1960-1993" of the Departnent of Statistics
and Research

8. The nmajority of the data presented is conpiled regularly by the
Departnent of Statistics and Research. Data on the bal ance of paynents,
forei gn exchange and noney and banking are provided by the Central Bank of
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Cyprus. CGovernment accounts are prepared by the Economic Studies D vision of
the Mnistry of Finance. Some of the data on tourism (guest nights, bed
capacity and bed occupancy rates in tourist acconmmodation) is conpiled by the
Cyprus Tourism O gani sation. Gther series, such as registrations of notor

vehi cles and job vacancies, are derived fromvarious adm nistrative records.

9. The work of constructing these series involved going through various
past statistical publications, adm nistrative records, worksheets and
conputer outputs. The nain source of data for the conpilation of the |ong-
termnonthly series was the report "Mnthly Economi c |Indicators” of the
Department of Statistics and Research. This is a bi-nonthly report, published
on a regul ar basis since 1978, which contains nost of the indicators |isted
above. Data for earlier periods of tine were extracted fromreports such as
the "Short-termIndustrial Indicators”, the "Quarterly Statistical D gest”
and ot hers which ceased to be published in 1978, as well as fromthe annua
editions of the various sectoral reports of the Departnent.

10. Mich of the tine and energy put into the task of constructing |ong-term
tinme series was associated with devel opi ng ways and net hods to overcone the
various problens and difficulties encountered so as to ensure that the series
constructed will be reliable, consistent and conparabl e over tinme. An outline
of the various problens encountered and the ways enpl oyed to overcone them
will be outlined in the next section. It nmust be stressed that the majority

of the series were conpiled wthout any serious difficulty. The probl ens

di scussed here bel ow were only met in certain cases and are given to serve as
exanpl es.

Probl ens Encountered in the Conpilation of Long-term Tine Series

11. To understand the nature of some of the problens encountered during the
conpi | ati on process of these time series, it nmust be borne in mnd that the
statistical systemof Cyprus, though now wel | -advanced, is quite young and is
conti nuousl y devel opi ng and inproving. The Departnent of Statistics and
Research was established in 1954 as a supporting adm nistrative unit to the
then British colonial rule. It was not until independence in 1960 that it
gained its true life and inportant function. By the Statistics Law of 1968

all government statistical work was centralised under the Departnent of
Statistics and Research.

12. Naturally, the early years of its functioning were narked w th sone
degree of inexperience, the absence of adequate in nunbers and qualified
staff and the lack of such facilities as conputers and libraries. Associ ated
with these factors was the non-availability of proper storage facilities for
previous data. This emanated to a great extent fromthe |ack of appreciation
on behal f of the producers of this data, of the inportance of and need for
keeping a well-inforned statistical systemto acconmodate the requirenents of
future users and their failure to envisage the need for making forecasts
based on nonthly data over a nunber of years. It was not until very recently
that the Departnment of Statistics and Research started enpl oying such data in
constructing conposite | eading indicators for the overall economc activity
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and various other key conponents of the econony such as tourism exports and
inflation, as its main tool in producing short-termforecasts. No quarterly
nati onal accounts are prepared in Cyprus on a systenatic basis.

13. The difficulty nmenti oned above of not having ready access to the
original sets of data proved to be the nost serious handicap to the
construction of accurate, conpatible and consistent series over tinme. It
prevented, for exanple, any attenpts to carry out checks and verifications
where needed so as to ensure the matching of nonthly data with the annua
figures published in the statistical yearbook, especially in those

ci rcunst ances where revisions were brought about to the annual figures and
were not at the sane tinme reflected in the nonthly figures. This was often
the case with data on exports of nminerals and potatoes, where revisions are
made sone tine later on the basis of the actual prices realised. The need for
presentation of data to the sane |evel of detail and the sane degree of
accuracy over time, as well as the effort to deal with breaks in the series
or to correct errors that may have accunul ated over tine, was al so seriously
inhibited. Difficulties were again encountered with respect to the review ng
and rebasing of volunme and price indices so as to have a common base year
over tine.

14, Anot her equal |y inportant problemarising was related to various
changes whi ch have taken place over this long (for a snall and newy

i ndependent country) period of tine in the classification systens used, the
units of nmeasurenent, the frequency of reporting, the methods of collection
of data, the questionnaires and other adnministrative forns used, the
definitions and the coverage of the variabl es exam ned, the degree of
accuracy and the authorities supplying the data.

15. The introduction of a new classification systemimedi ately rendered a
series discontinued, unless the old and new systens could easily be natched
together or provision were taken, at the tinme of adoption of the new system
for the series to be conpiled fromraw data in both ways.

16. The nuch used Consuner Price Index series also presented a serious
problemrelating to its continuity over tine. The rebasing of the |Index
carried out in 1992 was acconpanied with the inclusion of a |arge nunber of
new i tens and the adoption of a new classification of econonm c groups. This,
however, did not allow the direct linking of indices relating to econom c
groups prior to 1992 with the new ones. There was, of course, no problemto
the continuity of the series on the overall |ndex.

17. The decision to incorporate defence transactions into foreign trade
statistics and bal ance of paynents figures al so caused some difficulties.
Data on inports of mlitary equi pment were available on a nonthly basis only
for the last three years, so that figures for earlier years had to be
allocated equally to the various nmonths. Problens of a simlar nature al so
arose with a nunber of other series and, in cases where these could not be
resol ved, the differences in coverage existing between the various years was
indicated in order to caution the users.
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18. The level of detail sought and the degree of accuracy of the data
presented al so posed a serious problem Data for earlier years were often

| ess aggregated to various categories. Subsequent construction of new nore

di saggregated categories failed to ensure the continuity of a series over
time. In the same nanner, data now presented in thousand pounds, for exanple,
were in the past only reported in mllion pounds. The absence of the raw data
was agai n the reason for concern.

19. Differences in the sources of data and the methods of data collection
al so proved to cause sone difficulties. For exanple, the main source of data
on tourist arrivals were the arrival and departure cards filled in by al
foreign passport holders on the points of passport control at the ports and
airports of Cyprus. Gradually, however, these cards were abolished and as
fromthe second half of 1991 figures on the nunber of tourist arrivals to
Cyprus, one of the nost inportant short-termindicators, are based on
estimati ons.

CONCLUSI ON

20. The construction of long-termtinme series proved to be an indi spensabl e
tool in the process of econom c and social devel opnent in Cyprus and a naj or
task in the work of the Department of Statistics and Research. An adequate
set of such series will provide a sound basis for the short-term managenent

of the econony and for nonitoring |long and short-term devel oprments in the
country.
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