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Nationa accounts are among the important find products of a gatistical office and as such have
aways been used by decison makersin the public and private sector. Over the years the importance of
nationa accounts as abasis for economic policy has become more and more widely recognized, especidly
following the economic crisesin the Far East, Mexico etc. The feding that delay in publication or lack of
data on important variables in the economic Satistics contributed to such crises has led to intensve
dia ogues between policy makers and nationa accountants worldwide, and at present it seems even more
important than in the past to understand the role of nationa accountants.
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Some of the questions facing the national accountant vis-&-vis policy makers are:
- To what extent is policy influenced by the availability of data?

- Should nationd accountants be more aware of policy environments to envision needs for
datato avoid crises?

- Could nationa accountants stimulate relevant research by publishing certain series? And
should nationa accountants be more aware of economic research agendas to be able to
meet needs for data?

- On the other hand, could a diad ogue with policy makers cast doubt on the objectivity of
national accountants?

- To what extent should the nationa accountants respond to needs for information expressed
by policy makers? Should they mainly strive to point out important information, and not
react to demands for information?

- Isimportant information lacking due to the concentration of resources on information in
demand by policy makers? Or in other words is the presentation of the accounts indirectly
influenced by policy makers, since it may be easier to obtain finance to develop certain
parts of the accounts as opposed to others?

In this paper the use of nationd accounts by policy makers and the dial ogue between policy makers
and nationd accountants are examined using examples from the nationd accounts of Isragl. Some of the
examples were published in aformer paper on the subject: * Use of nationa accounts by policy makers’
written together with Ezra Hadar and presented at an |ARIW conference in 1996.

1 The policy makersand the main national accounts aggr egates

1 The main nationa accounts aggregates are usudly well known by policy makers and used frequently
for decison making and as abasis for negotiations on many economic subjects. The use of the accounts
seems to have grown as publication is made swift and easy to obtain through new media such asthe
Internet.

11 Use of new series

2. Over the years the core nationa accounts have developed and there has been an on-going process
of learning, initiated by nationa accountants. The nationa accountants have tried to make the policy makers
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aware of new series and draw their attention to new useful information to be obtained from the accounts. It
is not dways an easy job but usudly after some years the important concepts become known to most
policy makers. For examplein the early 1980 s the usefulness of the concept of GDP instead of GNP in the
nationa accounts of |sragl was emphasized, and nowadays only afew (mostly elderly) policy makers il
talk of GNP. Some concepts seem to take longer before they catch the attention of the policy makers, such
astheidea of collective and individua consumption, which il is not used widdy by policy makers, even
though it was introduced in nationa accountsin Israel 1998. But generdly it may be said, that the
introduction of new series have increased the awareness of policy makers of certain important
developments - such as the rapid growth in software investiments or the large influence of trading gains on
real domestic income in some years.

1.2  Datesof publication

3. Policy makers are especidly interested in the most recent development, and the preliminary
estimates are the estimates used most often by policy makers. The dates of publication of early and revised
national accounts estimatesin Isradl are partly aresult of agreements reached in discussions with policy
makers - on the one hand policy makers have expressed a need for early estimates at the time of preparing
budgets or reports on the state of the economy; on the other hand the nationa accountants have required a
minimum religbility of the etimates.

4, For instance a compromise was reached in response to the demand for updated statistics for
preparing the budget, to publish the first estimates of the nationa accounts for the current year in mid-
October. Mid-October was deemed to be the earliest date it was possible to prepare ardiable early
estimate by the nationd accountants, and on this date the representatives from the Finance Ministry and
Bank of Isragl would ill be able to use the data as a basis for forecasts and budget planning for the future
3 years. Before the nationa accountants started to prepare such early estimates in the beginning of the
1980's, early GDP estimates were prepared by the Finance Ministry and the Bank of Isradl, usudly with
quite large differences from the find results.

5. The preliminary annud nationa accounts estimates receive much attention: for ingtance, recently the
publication in October of the low estimates of GDP growth in 2001 was among the factors leading to public
discussions of what was cdled the “ Sttuation of economic emergency” and to actions by policy makersto
change budget priorities.

1.3  Freguency of publication
6. Ancther effect of the interest in current data is the demand by policy makers for monthly national

accounts data. Dueto lack of basic Satidtics, so far only quarterly accounts have been published in Israd,
but the national accounts divison plans to develop monthly estimates in the future.
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7. The request for monthly data has caused decison makersin the public and private sectors to use
partial indicators as a proxy to GDP. The Bank of Isragl has developed a monthly composite index based
on 4 indicators — manufacturing production, imports, number of employees and retaill sales— for many
decison makers the preference of monthly datais so strong thet they rely amost only on thisindex, and
only pay little attention to GDP estimates, when they are published.

1.4. Presentation of trends, seasonally adjusted data, annual rates of change

8. The demand for frequent data by policy makers is combined with a need to be able to identify
changes in development or turning points as early as possible. Since monthly or quarterly datausudly are
subject to large fluctuations, policy makers have difficulties using unadjusted series as abasis for andyss.
This means, that it isimportant, that nationa accountants spend resources to solve problemsin connection
with seasond adjustment, adjustment for trading days and trend analys's. However, the theoretica
background for seasonal adjustment and computation of trendsis often not well understood by many policy
makers, and it may take awhile before they are comfortable using adjusted series. For examplein Israd an
improved method for the computation of trends was introduced in the late 1990's. When first introduced
the new series were either ignored or criticized (users said they felt confused by the addition of series). A
few short seminars were held for journalists and government officids to explain the advantage of using
seasondly adjusted data or trend data.

0. On the other hand, the latest improvements made to the methods of computation of seasond
adjustment and trends were undertaken in response to problems pointed out by users. For instance, the
dates of Jewish holidays change from year to year since the calendar is lunar, so that the regular seasond
adjusment did not adjust adequately for the effect of holidays and left series with large fluctuations. After
complaints from many policy makers, a specid modd for adjustment was developed and smoother series
were obtained.

10.  The presentations of monthly or quarterly changes at annud rates were introduced some years ago
in lsrael to facilitate the comparison between changes for periods of differing length — it seemed that users
were often spesking of changes of different dimensions, asif they were comparable. Again the process of
learning took a number of years, but today the impression from newspapers and public debatesisthat the
annud rates are understood by most users and have improved comparisons.

15 Comparisonsand ratios
11. Policy makersin many cases use nationa accounts data together with employment data or

population data, and usualy they find ratios and comparisons especidly useful. An explandtion for this
tendency may be, thet the volume of data such as income per capita or product per employed personis
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easer to understand, and may be more effective to convey a message to the public. Among such popular
seriesin lsragl are: GDP per capitain US$ and PPP dollars, private consumption expenditure per capita,
manufacturing production per employed person, capital stock per employed person, household disposable
income per capita, retio of government expenditure to nationa income.

1.6. Rédiability of National Accounts

12.  The perceived rdiahility of the nationa accounts naturdly influences policy makers use of the
accounts — the less reliable the accounts are in the eyes of policy makers the less they will be used. In the
case of nationd accounts the perception of reliability by policy makers usudly is based on past experience
of updates and revisons. In Isradl, the national accounts have been examined a number of timesto
determine the size of revisons and updates. It has been considered to publish the ranges of average
revisions to give users a sort of “confidence interva”. For many years rounded figures were shown in tables
to signd to usersthat estimates were not reliable enough to distinguish between growth of 1.3% and 1.4%
for example. However, some users expressed a feding that the rounding of numberswas akind of
manipulation of data and pressed for the publication of the un-rounded figure. So in recent years unrounded
numbers are published, whileit is explained clearly that some estimates may be of ardétively low rdiability
and may be subject to changes.

13.  Sincethereputation of the accountsis built over along period, it isimportant to maintain agood
reputation once it is achieved. In most of the cases when policy makers demand earlier or more detailed
publications, the nationa accountants have to find a balance between the need to produce data of sufficient
qudity and the need to produce relevant data for the users. The early nationa accounts estimates mentioned
above were only being released to the public after smulations and exercises had been made over acouple
of years to check the methods and the quality of the estimates obtained. It seems that the “image’ of the
national accounts in the eyes of policy makers has not been damaged as aresult of the publication of early
estimates.

14.  Theexperiencein Isragl has shown that in cases where rdiability is especidly low, it may be
important to show problem areas explicitly. For ingance, data on the diamond industry in Isradl are
problematic and consequently exports, imports are shown both including and excluding diamonds, to enable
the users to analyze the data without the problematic series.

1.7  Objectivity

15.  The experience shows that policy makers attach importance to the fact that nationa accounts data
are prepared by an objective body, since they want to use them in dl kind of negotiations. The usersjudge
the objectivity of the nationa accountants on the badi's of information about the nationd accounts office. The
criteria are probably the criteria outlined in recent yearsin the framework of the Specid Data Dissemination
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Standard (SDDS) by the IMF: the existence of alaw governing the work of the national accountants to
ensure independence; the fact that dl series are available to dl users smultaneoudy; publication dates are
known to the public well in advance; methods of estimation are transparent, €etc.

16.  One aspect, which perhapsis aso important, is the way data are presented. In our experience,
nationa accountants have to keep a delicate balance between presenting the dataiin an interesting way
(modtly indluding “light andlysis’ of the datain the publication) and presenting datain away that might be
Seen as manipulation of data, if emphasisis put on certain developments instead of others. At times, the
andysis given in the publication could be too boring and as a result the accounts do not receive enough
attention and are not disseminated in the newspapers. At other times, the text accompanying the series may
be interpreted in unexpected ways as was the case mentioned above when numbers were rounded. The
rounding of numbers was interpreted as if the national accountants wanted to show arosier picture of the
economy (of course it could be interpreted the other way around if numbers were different).

2. Use of national accountsdata in reports serving policy makers

17.  Themain naiond accounts aggregates are dso amgor component in many current reports on the
development of the economy, o that there are many indirect uses of the accounts by policy makers.
Diadogues with the researchers and anaysts preparing such reports are carried on throughout the year and it
isfdt that such diaogues contribute to the improvement of the nationa accounts and the devel opment of
seriesrelevant for the andlysis of the economy. The nationa accountants also examine the published reports
tofind out if Satistical coverage on a certain subject was sufficient, if the definitions and classfications were
aufficient and if there were any economic developmerts, which necessitated changesin priorities and
development of gtatistics on new subjects. The reports may aso open the eyes to new Statistical sources not
used so far by the nationd accountants, or give ideas for better presentation of the datain nationa accounts
publications.

2.1  “Thenational budget”

18.  Thenationa accounts data serve as abasis for preparing “the nationd budget”. “ The nationa
budget” describes the economic policy of the government planned for the coming 3 years and is prepared
by ateam of representatives from the Bank of Isradl, the Finance Minigtry, and the unit for planning in the
Prime Minigter's Office. The nationd accounts variables presented in the “nationd budget” aree GDP, GDP
of the business sector, private consumption expenditure per capita, general government consumption
expenditure, capital formation, exports and imports at constant prices, transfers, taxes and subsidies,
baance of payment in dollars, deficit in the government account. In addition, the following data are included:
total population, number of immigrants, labor force data (rate of unemployment, number of employed
persons) and data on consumer prices. Forecasts of the resources of the economy and the use of

resources in the economy in the coming three years are prepared using the nationa accounts data up to the
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current year. These forecasts are shown together with information on the priorities for development set by
the government and the planned alocation of government resources in the coming three years.

2.2  Annual report of the Bank of |srael

19.  Thecentrd bank - Bank of Isradl publishes comprehensive anayses of the economy in annua
reports. These reports are used as a mgor source of information by decison makersin the public and
private sector and rely mostly on nationa accounts core data. The development of GDP, GDP by industry,
private consumption expenditure, the current accounts of the government, capital formation, balance of
payments are andyzed. Certain subjects receive specid attention - for ingtance, in the years of large
immigration and expangon of congtruction aspecid chapter on the building industry was published, and in
recent years when the information and communication technology has grown rapidly specid chapters on the
communication industry and on high technology indusiries have been published.

20. During the period of preparation of the annual national accounts, there is an on-going dialogue
between the authors of Bank of Isradl’s report and the nationa accountants. discussions of detalls,
additional data requirements and of specid subjects needing attention. The demand for deta for specid
subjectsin many cases stimulates development of detailed accounts for a certain industry or a certain part of
the expenditure on GDP.

2.3  Monthly reportson the state of the economy

21.  Vaious minigtries and bodies in the private sector publish monthly reports on the state of the
economy, which are mainly based on nationa accounts core data. The Ministry of Finance prepares reports
on the gate of the economy, which include andlysis of the development of the magor components of the
nationa accounts. Other minigtries, which publish monthly reports on the state of the economy but stress the
agpects of interest for their Ministry are: Ministry of Congtruction and Ministry of Labor and Welfare,

22. Private banks, investment companies and mgor organizations such as the organization of
manufacturers, the organizations of merchants, and the genera association of workers each publish monthly
reports on the state of the economy. All these reports are based on nationa accounts core data, early
indicators on the development of GDP, and labor data. Such reports reach groups of decision makers, who
may not be aware of the publications of nationa accounts by the Central Bureau of Statitics.

24  Reportspresented at seminars
23.  Themain aggregates of the national accounts are also used as background data for symposiums or

short seminars on economic policy arranged by private or public organizations. These kinds of meetings are
often arranged at the end of the year, some days after the publication of the preliminary annua nationa



CES/AC.68/2002/4
Page 8

account estimates, and usually are covered by the newspapers. In Isragl the nationd accountants often
participate in such symposiums to understand how the nationa accounts series are used and to learn about
the demand for data. At such meetings nationa accountants aso often get a chance to hear comments on
nationa accounts from usersthat are not usudly in contact with the Central Bureau of Statitics.

25  Reportson development of income and output as basis for wage negotiations and income
policy

24, During the years 1964-1995 annud reports on development of production and income based on
national accounts data were prepared by the Ingtitute for Research in Income and Output in Isradl. The
Ingtitute for Research in Income and Output was established jointly by the government, the Generd
Federation of Labour and the Association of Manufacturers and was composed of a council and a board of
professond directors.

25.  Theinditute published reports on production, employment, wages, operating surplus and other
nationa accounts atitics, which it consdered relevant for income policy. The report dedt with the
subjects of price sability, distribution of nationa income and returns to capital and specid tables were
prepared by national accountants to provide the necessary data on these aspects. The report was meant to
serve as abasis accepted by al parties for wage negotiations or other negotiations on income policy among
labour unions, government, and private employers.

26. In recent years wage negotiations usudly have not been made at the nationd level — agreements
now mostly are reached at the industry or enterprise level and contracted employment has become much
more common - S0 that in 1996 the activities of the Ingtitute were discontinued. Since then the serieson
development of production and income have been published in the framework of the nationd accounts and
continue to serve policy makers on various levels as a basis for wage negotiations.

2.6 Programs prepared in connection with special developments

27. Nationa accounts data are often used to prepare programs for coping with special devel opments.
One such example is the use of the nationd accountsin 1990-1991 by the Bank of Isradl and the Finance
Minigtry to develop a specid plan for the absorption of one million immigrants, expected to arrive in the
years 1990-1995. In fact, about seven hundred thousand immigrants arrived during this period.

28.  Thenationd accounts for aformer period with large immigration (1968 to 1972) were studied to
determine the effects of the large influx of immigrants on GDP, private consumption expenditure, genera
government consumption expenditure, capita formation, net imports, labour cost, unemployment, prices
and saving. Various scenarios were congdered. The main aspects taken into consideration were:
congtruction or import of prefabricated houses to provide housing for the immigrants, new capita stock to
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ensure employment for the immigrants, infrastructure needed as aresult of the growth in the population,
expected government expenditure and deficit, influence on the living standard of the veteran population, and
dterndive financing methods.

29. Nationa accounts data were used to estimate capital stock needed per employed person, per
cgpita housing cogt, infrastructure requirements, government finance needs and foreign financing
requirements. Alternative methods of financing, including foreign financing possibilities were congdered
taking into account the nationa debt compared to GDP, the size of the government deficit and tax income.

3. The use of satellite accounts by policy-makers

30.  Thecore nationa accounts sometimes do not provide answers to al questions posed by policy-
makers. In Israel, a number of specid problems have led to requests for extensions of the core nationa
accounts and to development of satellite accounts.

31 Policy makers have been especidly interested in the development of public and community services.
For this reason there has been atradition of development of satellite accounts showing the expenditure on
different kinds of public and community services provided and financed by various sectors in the economy.
The first satellite accounts were developed in the early 1960's. nationd expenditure on education and
nationa expenditure on hedth. These accounts have been primarily used for planning the budget but are
aso to examine specid policy questiors. Other satellite accounts devel oped more recently include: nationd
expenditure on research and development, nationa expenditure on culture, public expenditure on
environment protection, accounts of al non-profit inditutions and nationa expenditure on defence. Two
examples of the use of satdllite accounts are described below.

3.1  National expenditure on health and the health law in | sradl

32. In the 1990’ s the government of Isragl decided to set up a commission to study the performance
and the effectiveness of |sradl's health system. The commission was requested to investigate the
development of the hedth system in the past and to present to the government its recommendations
regarding future policy and changes needed in the structure, functioning and efficiency of the system.

33.  Thecommisson made extensve use of the satdlite accounts on health developed in the framework
of the nationa accounts. These accounts include series prepared since 1962 on the nationa expenditure on
health and its components. They include ardatively wide range of detailed data compared to the main
nationa accounts. These details, plusthe link between the satellite accounts on hedth expenditure and the
main system of nationa accounts enabled the committee to make avery detailed analyss of the hedlth
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system and to make recommendations related to aggregates in the National accounts such as the share of
total resources to be alocated to hedth and the sectors in the economy that should provide hedth care.

34. Internationa comparisons of GDP per capitain terms of purchasing power parities (PPP), of
expenditure on health in terms of PPP for hedlth, and of expenditure on hedth as a percent of GDP are
published together with the satdllite account on hedlth. The commission used these comparisons to analyse
the development of expenditure on hedth in Isradl in comparison with developmentsin other countries.

35. Theandyssof nationd expenditure on hedlth in the 1980's showed that hedth expenditure asa
percentage of GDP was stable. Expenditure on hedlth per capitaincreased. Expenditure on hedth rose
relatively rapidly compared to generd government consumption expenditure, but the increase was rdlaively
low as compared to private consumption expenditure.

36.  Thecommisson aso examined the changes in employment, wages and the wage price indexes and
found that wage increasesin the hedlth services were lower than in other public and community services and
in other indudtries of the economy. This development contributed to the worsening of the indudtrid relations
in the hedth system.

37.  Thegrowth in the share of hedlth services provided by the business sector reflected, in the
commission's opinion, the public's poor expectations of the hedlth services they can receive. The relaivey
high increase in the price of private health services indicates the increase in demand for private care and the
decrease in demand for public sector health services.

38.  According to the commission, the problemsin the hedlth services was caused by stagnant nationd
expenditure on hedlth (after a period of rapid growth in the 1970), combined with arise in demand due to
the aging of the population, technologica advances and an increase in the income levels. The commisson
did not recommend increasing the resources alocated to hedlth, but rather achangein priorities by
alocating more resources to specific needs (such as services for the ederly, psychiatric therapy, and
preventive health services for children) as well as concentration on more efficient use of resources, through
improved organization and the establishment of performance incentives.

39. Theandyssof the finance data in the satdllite accounts on hedlth enabled the commission to
recommend future financing arrangements -- which payments should be made by households, employers,
government, and the Nationa Insurance Indtitute.

40.  The commission's recommendations to the government laid the foundations for the adoption of a
date hedth law and areorganization of the health services. The report of the commission included a
proposa for establishing an information department to determine uniform methodsin dl parts of the hedlth
system for the collection and andysis of medical and adminigtrative information.
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41.  When the hedth law was implemented, there was a.call for aformulafor measuring the cost of the
"public hedth basket" - the hedlth services that citizens would receive. The andysis of the structure of public
health expenditure enabled the commission to suggest some relevant components that were eesily

measured, such as employee wages, medicine prices, etc. The weight given to each of these components
was determined using detailed dataincluded in the satdllite accounts.

3.2 Satdllite accounts on the cost of defence

42. In the nationd accounts of Israél, government expenditure on defence has aways been presented
separately. However, the regularly prepared national accounts data do not provide answers to some
important questions asked by policy makers, such asthetota cost of defence. In the beginning of the
1990's acommittee including nationa accountants, representatives of the central bank, the finance minidry,
and the defence minidry listed dl the items, which should be included in satdllite accounts in order to assst
policy-makersin their decisons. On the basis of these recommendations, a satellite account on defence
costs was prepared.

43.  Thissadlite account includes direct expenditure on defence of al genera government units. In the
core nationd accounts, the outlay of the defence ministry on defence can be identified rdaively eeslly.
However, outlay on defence by other genera government units had to be separated out to show dl generd
government consumption expenditure on defence. For example, since schools and other public buildings
employ security guards, this expenditure should be identified in civilian minigtries and local authorities
financid reports. Likewise, the cost of holding emergency stocks (such as fud) must be added to defence
costs, though there was some uncertainty as to which are emergency stocks and which regular stocks. A
relaively arbitrary decision was reached, therefore, to include a certain proportion of the costsinvolved.

44, Direct expenditure on defence made by private organizations is dso included in the satellite account.
All new houses built in Isradl are required by law to include a specid security room. In the preliminary
satellite account, the difference between the costs of congtruction of security rooms and the cost of
congtruction of regular roomsis included, since these rooms can also be used for other purposes.

45.  Soldiersin compulsory servicein Isragl do not receive wages (only small dlowances) while in the
army, S0 that compensation of employeesin the core accounts does not reflect the value of their services.
The committee stressed that to determine the most efficient alocation of resources, policy makers should
take into account the full cost to the economy of army service.

46.  Thecod of amy serviceisin fact aloss of human capital of about three years for men and two
years for women. While serving, the soldiers may increase their human capita resources -- through
vocationd training or through experience ussful in subsequent civilian careers. To impute the value of
soldiers work, the present vaue of the net loss of human capitd is computed taking into account future
participation in the labour force, life expectancy as well as expected |abour productivity in the economy and
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deducting the value of education and experience gained in the army. Since soldiers and their families receive
adequate compensation in case of deeth or injuries, the imputed vaue of insurance of the soldiers was dso
added to the compensation of employees, taking into account the average risk in the period.

47.  Ancther cost included in defence cogsis the value of the army reserve service. The core accounts
aready show the vaue of the compensation paid to soldiers on reserve duty by the Nationd Insurance
Ingtitute. This compensation is intended to equa the wage of the reservist soldier in hiscivilian job, but if the
wage exceeds a certain limit, compensation is only partia. The compensation does not include socid
benefits such as payments towards pensions.

48.  Sincethe satdlite account on defence costs includes a number of imputations not included in the
core accounts, it isimportant to show these imputations separately and whenever comparisons with GDP or
nationa digposable income are made to add the relevant imputations to these variables as wdll. For the
computation of savings, it is aso important to impute the income covering these codts - for instance an
imputed tax (paid by soldiers), which covers the additiond, imputed cost of conscripted soldiers service.

49.  Thepublication of the satellite account stimulated discussons by policy makers on the efficient
alocation of resources. The comparison of vaue of work of conscripted soldiers and employeesin the
defence minidiry led to closer examination of alocations. Since the satellite account shows more details on
expenditure, one of the effects of the report was that policy-makers started to reconsider the size of various
benefits granted to career soldiers.

4, Development of the national accountsand policy-makers

50. Nationa accounts of Isragl are prepared by the Centra Bureau of Statistics, whichisa part of the
Prime Miniger's office. The Government Statistician, who isthe Head of the Bureau, “shdl, in carrying out
his functions, act on the basis of scientific congderations’ and so isindependent. Thereisaso aNationa
Council for Statistics, including representatives of research inditutions as well as policy makers and
gatigticians, which proposes and determines development of various areas of satistics. Despite this,
planning the statistical development is to some extent dependent on the ability to convince policy-makers of
the need for financing the development.

51.  Themost pronounced effect of policy makers on the national accounts of Isradl is perhaps the
disproportionate amount of resources that have been devoted to the development of the satellite accounts
mentioned above. Isradl is probably among the countries with the most advanced satellite accounts, while its
core accounts are less developed. The policy makers have been interested in education, health, defense,
non-profit ingitutions, so that finances for development of satellite accounts on these subjects were granted.



CES/AC.68/2002/4
Page 13

On the other hand, due to the lack of basic Satistics, it has not been possible to devel op the core accounts
quickly.

52.  Thelack of basic statistics needed for development of core accounts probably has to do with the
priorities given to price satigtics during the many years of high inflation in Isradl. Due to the high inflation
various changes were introduced in the nationd accounts: amuch larger emphasis on quarterly and monthly
estimates, on ratios, and on estimates at constant prices. EStimates at current prices were often not
published. Very detailed monthly price estimates were devel oped. Price satistics received by far the most
attention by policy makers. A specid method for measuring annua price changes has been developed to
overcome the problems caused by high inflation.

53.  Since 1985, inflation has decreased significantly, but due to a certain inertiain the dlocation of
resources for satistics, relatively large amounts are still spent on compilation of price data. Many policy
makers also continue to view price gatigtics as the most important data. Some of them may know the exact
changes in the consumer price index from month to month, without having much knowledge of other
economic indicators.

54. Data series on exports and imports have aso been given very high priority by policy-makersin
Isradl, Snce Isradl's foreign trade is relaively large, and since the country has been dependent on transfers
and loans from abroad to finance its trade deficit and has accumulated ardlatively large externd debt.
Consequently, statistics on foreign trade have been developed specidly to supply the demand: monthly
series on exports by country, by use, and by industry are published; specid surveys of imports by
destination are conducted and detailed price statistics on imports and exports are compiled.

55.  Asareault of the concentration of resources on specid subjects, other subjects tend to suffer from
lack of finance. For ingtance, reliable data on the service industries are only being developed currently.
Policy makers may not be aware of problemsin the service indudtries, Snce no religble detailed nationd
accounts data on this subject exidt.

56. However, it seems that globalization, the publication of 1993 SNA and the development of
common EU standards have helped the national accountantsin Isradl to change the prioritiesin their work.
Policy makers now are aware that national accounts of Isragl are important and have been willing to devote
finances for the accounts to be brought in line with the 1993 SNA.

57. National accountants have aso initiated meetings with policy makers and economists from the
academiato discuss specia problems. At such meetings, the nationa accountants have presented proposals
for trestment of certain items in the nationa accounts. The discussion has usudly been fruitful and
contributed to the improvement of the accounts. Examples of such meetings include discussions on the
treatment of start-ups and the treatment of the revenues of the Bank of I1sradl.
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5. Conclusion

58.  Theuseof nationd accounts by policy makersin Israd is extensive and growing as more and more
information is available through new media. As users become more aware of the nationa accountsthereisa
growing demand for details and coverage.

59.  The experience with the nationa accounts of Israd showsthat if nationd accountants facilitate the
use of data series, policy makersincrease their use of nationa accounts. The publication of ratios and
comparisons draws more attention to the information to be obtained from the accounts. It is aso important
to use concepts, which are easy to understand and to explain new concepts introduced thoroughly.
Sometimes it may be useful to hold seminars or press conferences to further understanding of the accounts.

60.  Sadlite accounts presenting expenditure or finance of specia subjects such as health, education,
defence are of pecid interest for policy users, and may often attract more funding than core accounts. Such
accounts are especidly useful, if they are not only prepared ad hoc but carried out on a continuous and
consstent way smilar to the core accounts.

61. Thefact that nationa accountants are objective should be evident and helps to promote the use of
national accounts by policy makers.

62.  Thefact that policy makers are more interested in current devel opment means that timeliness and
preparation of preliminary estimates are important. Since policy makers cannot use serieswith large
periodica fluctuations as a basis for anayds, it isimportant for national accountants to devote resources to
solve problems in connection with seasond adjustment, adjustment for trading days and trend anaysis.

63.  Thequality of national accounts estimates aso determines the use by policy makers— rdlidble
accounts will be used much more than accounts that have to be revised alot. The nationa accountants have
to find a balance between timeliness and quality, so that policy makers receive the latest rlevant data as
early as possible without impairing the reliability of the accounts.

64. Thenationa accountantsin Isragl carry on adidogue with the principa users of nationa accounts
gatigicsin order to expand their use as an efficient tool for planning and monitoring of economic activity.
Within the framework of such diaogues discussions on coverage, suitability of definitions and classfications
and their conformance to changes in the economy's structure are carried out, and usudly contribute to the
improvement of the accounts.

65. However, the rgpid changes in the economy due to growing globaization, changes in economic
sructure and rgpid development of new financia tools, among other things, mean that the nationa
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accountants should be aware not only of domestic development and needs for data, but also of the global
policy environment. As mentioned above, there has even been afeding that lack of data on important
variables in the economic statistics may have contributed to recent economic crises throughout the world.
The respongbilities of the nationa accountants seem to have become heavier and demand higher
professona capabilities. The growth in respongibilities means that national accountants often have to enlist
more resources from bodies outside of the office such as economists from the academia or experts from
abroad.

66.  Onthe other hand the strengthening of cooperation between Statistica officesin internationgl

organizations have supported the nationa accountants in their efforts to foresee the needs for data and to
change priorities in the development of the accounts.
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