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ESTIMATION OF NON-OBSERVED ECONOMY IN STATISTICALRACTICE IN
AZERBAIJAN

SUMMARY?

Note by the State Statistical Committee of AzedralRepublic

1. The State Statistical Committee of Azerbaijan Réipudonsiders the estimation of the
non-observed economy one of its most importantstaBke non-observed activities take place in
many economic branches but in some areas suchdes agriculture and services, their share is
higher than in other areas.

2. In the computations of GDP, upward adjustmentsHerfollowing areas of non-observed
economy are included:

(a) underground production;
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(b) informal sector, including production by househdlasown final use;
(c) misreporting of data;
(d) production not recorded because of statisticalomess

3. An adjustment for illegal production is not incidalin GDP because its volume is
considered to be small and not of economic interest

4. The main sources used for estimating the non-obdezzonomy are sample surveys in the
industries with a high share of informal activiti€®r example, a survey of informal trade based
on direct observation and questioning of sellesslie®en conducted for many years giving
reliable results. In agriculture, the calculatidnmdormal production is based on a survey of
farmers’ households.

5. Due to the shortage of directly observed informafiom regular reports and through
special surveys, balancing input-output tablesigygortant method for estimating the non-
observed economy. The supply-and-use tables arpilsmhregularly from 2004 onwards.

6. Since the second half of 2007, a quarterly surdeaconomically active population is
carried out. By the end of 2008, it is planneddban estimation of NOE in some economic
branches using the labour input method (the s@ddthlian method).

ADJUSTMENTTS FOR NON-OBERVED ECONOMY IN BRANCHES

7. The_households’ production for own final usesstimated based on household budget
surveys and data on production of agricultural potsl (flour, bread, dairy and meat products).

8.  Constructionoutput is estimated based on data about consirucfiprivate houses,
holiday homes, garages, etc.

9. Tradeis estimated based on quarterly sample surveysadketplaces, bazaars etc.

10. Transportservices are estimated based on sample surveysxped estimates. Data about
lorries and buses in private ownership or rentethbividuals (number, capacity, etc.) is
obtained from the police. Information about transpd passengers by private taxis is received
from the Transport Ministry based on the numbdicainces given out. In 2006, the transport
division carried out a sample survey of transpbgands. The data about output of transport
were updated based on the results.

IMPACT OF THE NON-OBERVED ACTIVITIESON NATIONAL ACCOUNTS

11. An adjustment for NOE is made to the GDP accordlingll three approaches: production,
expenditure and income approach. Adjustments adentathe output of industry, construction,
transport, trade and market services. Concernipgrediture approach, the adjustments are made
to household final consumption expenditure and allsadjustment for fixed capital formation

(for the construction of individual dwellings). imcome approach, the adjustments are made to
mixed income.
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12. The non-observed economic activities are absethigiil sector. The volume is also not
significant in construction. This can be explaitgdhe high share of foreign investment in
these areas and strict rules about the transpacdribg oil industry. The share of the oil sector
in the country is increasing, which leads to a eélase in the share of other industries and
consequently the share of the non-observed ecom@PP while the size of NOE is not
decreasing.

13. In June 2008, the State Statistics Committee egfgeaet an estimation of NOE based on
the labour input method.

14. In 2006, the share of NOE in GDP was 13.9% (in 2085 %).
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