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Summary

Provision of timely and internationally comparablta for decision making is one
of the main priorities in implementation of the 808ystem of National Accounts in
Mexico. This paper presents the current state ofpilation and disclosure of the Mexican
system of national accounts and the legistlativadage of the National Institute of Statistic
and Geography. It also focuses on the practicalémentation of the 2008 System of
National Accounts and highlights the necessityhef hew statistical tools needed in order
to respond sufficiently to all the new requirements
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I ntroduction

1. The objective of this document is to describettte activities of the National
Institute of Statistic and Geography of Mexico tire matter of National Accounts, as for
the process of implementation of the System of i Accounts 2008 System of National
Accounts (SNA) in the Mexican System of NationatAants.

2. One of the objectives that National Institute Sthtistic and Geography (INEGI)
persecutes is to offer timeliness economic daté filiéills with criteria of international
acceptance and that allows to the users a bettavikdge of the economic performance of
the country and in the decision making of publiiqes.

National I nstitute of Statistic and Geography and the
M exican System of National Accounts

3. The Mexican national accounts are compiled aisdlabed by the INEGI. The

operation of the INEGI is based in the Law of thatibhal System of Information on

Statistics and Geography (LSNIEG). This Law indésathat INEGI is a public organism

with technical autonomy and of management, ownll@gasonality and patrimony, in

charge of the regulating and coordinating the Neticystem of Statistical and Geographic
Information.

4, The Institute has like exclusive faculties: tak®a the national censuses, to integrate
the system of national accounts and to elaboratentitional indices of prices to the
consumer and producer. The Mexican System of Natidrwcounts (SCNM) has the
character of information of national interest.

5. The administrative structure of the Institute sitisfied by a Governing Board
integrated by five members, one of which is theslent. As well, the President has the
following structure in the matter of Economic St#tis: the General Directorate of
Economic Statistics (DGEE) with four Assistant Ri@rates that are, Economic and
Farming Censuses, Economic Surveys and Adminiger&iecords, National Accounts and
Price Indices.

6. As a result of the autonomy of the Institute amdthe basis of the LSNIEG the
Executive Committees and the Specialized Techn@ahmittees are established, both
constitute an instrument of the National System Imformation for the creation of

interinstitutional mechanisms of participation amhsults.

7. Additionally, the Institute counts on centraldagecentralized areas (regional) for
the generation, storing and processing of censasdssurveys and a central area for the
calculation of derived macroeconomic and basidstizg.

8. Operative structure of the first area of higkelein the matter of national accounts,
the Deputy General Directorate of National Accoll&ACN), is made up of four Area
Directorates, which are: National Accounting, SateAccounts, Short Term and Regional
Accounts and Input-Output Tables. This structurepomds to the commitments of
information framed in the National Subsystem of li@mic Information, in the matter of
national accounts.

9. The Directorate has 181 positions and regardiwegdemic training has 105
economists representing 58 per cent of the tétainathematicians and actuaries (6.6 per
cent); 16 administrators and accountants (8.8 jait)c 31 with different professional
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backgrounds (agronomists, sociologists, biologistgjineers, etc.), (17.1 per cent); and 17
individuals with technical diplomas or others dfieditions (9.5 per cent).

10. The accumulated experience by the DGACN'’s staffer several years, the
permanence of the staff of national accountinghie Institution is an important matter,
distribution is the following 1 to 7 years 45.3 pent, 7 to 14 years 16.6 per cent; 14 to 21
years 25.4 per cent and from 21 years and overfe.¢ent.

11. At the moment the base year of reference i8.2B@garding thematic contents, the
Mexican System of National Accounts (SCNM) includesual, quarterly and monthly
estimates.

12.  Supply and use tables are published annualbuaent and constant 2003 prices,
from which are derived estimates at current andtzon prices for Gross Domestic Product
(GDP), besides series of integrated economic a¢sdanthe entire economy and for each
institutional sector, from the production accounthe financial account.

13.  The quarterly accounts include GDP estimatesuaent and constant 2003 prices
derived from the balancing of the supply and uddeta A volume index, the "Global
Indicator of Economic Activity”, is calculated eantonth.

14. In the SCNM the classification of institutionalits, transactions and other flows is
consistent with the recommendations of the 1993 SWHe classification of economic
activities is based on the 2002 North American stduClassification System (NAICS),
which is a classification system prepared and abfintly with Canada and the United
States, and which corresponds to the InternatiSteahdard Industrial Classification of All
Economic Activities (ISIC) Revision 3.1. The cldgsitions for the base year 2003
implemented the Central Product Classification §iter 1.1.); the household consumption
expenditures are classified in accordance with ti@assification of Individual
Consumption According to Purpose” (COICOP), whilevegrnment consumption is
classified in accordance with the "Classificatioh tbe Functions of Government”
(COFOG).

15.  With respect to the sources of data, origimgatihcensuses and the surveys it counts
on established calendars of information provisiarexternal sources of data to the INEGI,
the procedure is to across requests of administraticords to the public and private sector.

16. There is in fact an established practice oharging information between INEGI
and various public sector institutions, which pomvitimely and detailed information for
compiling the national accounts, for example theeaments with the Bank of Mexico
(BANXICO) for balance of payments data.

17. INEGI has a regular program of five-year ecoiwooensuses and monthly and
annual surveys covering most economic activitidse @irectories of establishments that
serve as the sampling frame are based on the edonmnsuses and are therefore
systematically updated every five years.

18. Between censuses, partial updates of busieessds are conducted as only large
establishments are monitored through the Large bEstenents Monitoring (SEG)
program, which uses data obtained from chambemizgtions and producers' associations
and public agencies, as well as daily monitorinthefmedia.

19. INEGI has a regular established program of &loolsl surveys, with varying
periodicity: the National Urban Employment SurvegNEU), which is monthly; the
National Employment Survey (ENE), which is quasteahd annual; both until 2004; the
National Occupation and Employment Survey (ENOEYhwguarterly and monthly
periodicity, with the latter beginning in 2005; negular surveys, such as the National
Survey of Demographic Dynamics (ENDID)and the NadioMicro business Survey
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(ENAMIN); and the Household Income and Expendit@ervey (ENIGH), which is
conducted every two years.

20. INEGI receives complete annual data on govemrfieance, including budgetary

performance and nonbudgetary expenditures of ttheréd government, the Social Security
system, and state and local governments. Budgetatyurn data for the federal

government, including nonbudgetary items, are okthiin detailed form from the

Secretariat of Finance and Public Credit.

21. INEGI compiles its own statistics for "Statedavdunicipal Government Finance",
based on information obtained directly from theafine secretariats of the state and the
government of the federal district, and this allowsto compile estimates for these
institutional subsectors in the national accounts.

| mplementation of the 2008 System of National Accounts

22.  The SCNM is generated on the basis of the {ingethat emerge of the 1993 SNA,
and very recently has been possible the incorgoratf some subjects that comprises of the
integrated items of revision in 2008 SNA, mainlydiacounts by Institutional Sectors.

The main items already incorporated are:
(@  Treatment of non-life insurance in catastrositications
(b)  Measurement of financial services
(c)  Treatment of the output of central Banks
(d)  Financial assets classification
(e) Private/public/government sector delineation.

23.  Despite this advance, from a more integral poinview the implementation is
subject to conditioners that depend on the charatits that display the data that is gotten
up to the national accounting. In some statistgystems advances are required to cover
new necessities of information arisen from the sitgmns from 2008 SNA.

24. In this sense, it emphasizes the activity thetter the new scheme of operation of
the INEGI has been undertaken and that it refeteedhe Technical Committee of
Economic Statistics and National Accounts. This @an interinstitutional work group
that recently has defined a program of activitieat tgathers the main concerns of the
economic statistics and on this base propose<thsion of important subjects of National
Accounts, as well as related to Public FinancesBaldnce of payments.

25. This way, in a medium term the results of #ffort will be able to be seen and,
along with it, its impacts in the National Accounithin the referred program had been
included the subjects in which there is a particutaerest, or the fulfilment of an
information necessity that allows to strengthen 8@NM in benefit of the users of
economic information.

26.  The revision items that complete the list aotl yet approach in the SCNM have
been classified in two groups, first of them whaseorporation could be obtained by
means of the inclusion of the results of the 2088sas in the annual accounts or a possible
change of the base year for the same year, theden® involves interrelations with other
statistical systems and that, therefore, entadeeper work than should be solved through
the referred Committee.
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27.  The first set comprises the following items:

@)
(b)
(©
(d)
(e)
()
)
(h)
@)
0
(k)
o
(m)
(n)
(0)
()

Employer retirement pension schemes

Research and development

Patented entities

Originals and copies

Databases

Other intangible fixed assets

Cost of ownership transfer

Cost of capital services: production account
Government owned assets

Mineral exploration

Right to use/exploit non-produced assets betwesidents and nonresidents
Obsolescence and depreciation

Amortization of tangible and intangible non-guced assets
Assets boundary for non-produced intangible®ss
Definition of economic assets

Activation of guarantees (contingent asset) @mstructive obligation.

28.  The set of items tie with other statisticalteyss, or of greater complexity, and that
in some cases supposes the generation of thetistdti®ols and suitable methods of
measurement, are:

@
(b)
(©

loans

(d)

0]
@)
(h)
@)
0
(K
0

Employee stock options
Non-performing loans

Valuation of loans and deposits; Write-off anterest accrual on impaired

Taxes on holding gains

Military expenditures

Land

Contracts and leases of assets

Goodwill and other non-produced assets
Holding companies, special purpose entitiassts;
Treatment of multi-territory enterprises;
Recognition of unincorporated branches

Privatization, restructuring agencies, secrmatiion and special purpose

vehicles (SPVs)

(m)
(n)

Valuation of water

lllegal and underground activities
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(o)  Super dividend, capital injections and reingéstearnings (government
transactions with public corporations (earnings famdiing))

(p)  Taxrevenues, uncollectible taxes, and crédisording of taxes)
(@) Change of economic ownership (as term)

(n Assets, liabilities and personal effects of iuduals changing residence
(“migrant transfers”)

(s)  Application of accrual principles to debt imesars

t) Clarification of non-permanent workers and &esi with little or no physical
presence

(u)  Goods sent abroad for processing (Mexico decideuse the Gross Value
treatment and don’t use this recommendation).

(v)  Merchanting
29.  The activities that should be developed tohehis purpose are:
a) Revision and diagnosis of the basic data availab

b) Creation of the statistical instruments adaptedcompile the necessary
information.

C) Study and revision of the methodological guidesi for the measurement
within the framework of National Accounts, by mearfisraining processes.

d) Incorporation of data into the institutional jaats.
30. In chronogram form, the implementation of 208I8A into the SCNM could be

considered in the following way

Diagram 1
Chronogram of theimplementation of 2008 SNA into the SCNM

2009 2010 2011 2012 2013 2014
1. Items already incorporate
2. Items of probably inclusio
with the results of the 200
census
3. Items related with other
statistical systems

Conclusions

31. In the process of implementation of 2008 SNAétkes necessary the development
of statistical tools that allow to cover with sgféncy the new propose items.

32. At the moment the SCNM already has incorporatade of items contained in the
2008 SNA and in the short term the incorporatiorsaie others is anticipated, for which
becomes necessary the study of the new recommensdatnd the development of
measurement methods which allow his suitable irmapon into the set of data that
conforms the SCNM.

1 Note: Subject to approval of the authorities of Itietitute and the Committee
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33.  The new mechanisms of operation in INEGI wlihw the institutional interrelation
necessary to promote an implementation in a coatethmanner with the Monetary and
Financial Statistics, Government Finance and BaasfcPayments. It is recognized that
only from a suitable level of communication andenmstitutional commitment it will be
possible to obtain the implementation of the 200\Sin benefit of the users of economic
data, the interests of other statistical systendsadithe own national accounts.




