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I ntroduction

Work on inplenmenting the system of national accounts in Russia has started
in 1991 in accordance with the decision of the governnent on reformng the
accounting and statistical systemin the country and approaching the
international standards. Fromthe very begi nning, the national accounts in the
Russi an Federati on have been conpiled on the basis of the SNA-93 concept.

l. Wor k whi ch has been done by Goskonstat of Russia on inplenmenting SNA-93

Consol i dat ed accounts

At present the followi ng main accounts are conpil ed annually: goods and

servi ces account, production account, generation of incone account, prinmary and
secondary distribution of income accounts, use of disposable income account, use
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of adjusted di sposable income account, capital account. The consoli dated
producti on account and generation of income account are conpiled by industries.

On the basis of the Bal ance of Paynents some estinates of the rest of the
worl d account are obtained. Al the above nentioned accounts are conpiled by
Goskonst at of Russia. The Central Bank of Russia conpiles the Bal ance of
Paynment s.

Institutional sector accounts

There was no concept of an "institutional sector” in Russia before the
begi nning of the SNA i npl enentation. The industry classification that was used
for obtaining macroecononic estimates in accordance with the bal ance sheet
accounti ng approach, assumed grouping of the enterprises by type of their
production activity and not by kind of econoni c behavi or.

Bei ng aware of the inportance of conmpiling accounts by institutional
sectors, in 1985, Goskonstat undertook steps for devel oping the nethodol ogy and
the information base. Since 1995, the accounts for househol ds sector, governnent
sector, and the rest of the world are being conpiled annually. Conpilation of
the governnent sector accounts has beconme possible after introducing a new
classification of revenues and expenditures of the state budget, where the
i nternational standards and the nmin requirenments of SNA were taken into
account. Bal ancing of the institutional sector accounts is done in the
integrated table, which reflects the main inter-sectoral flows in the econony.
Due to insufficient data, in this table, the estimtes for non-financial
institutions, financial institutions, and non-profit institutions serving
househol ds (NPI SH) are conbi ned in one aggregated sector "enterprises and non-
comerci al organi zations". This sector also includes consunption of FISIMby a
nom nal unit.

In 1998, a sanple survey of the NPISH was conducted. The questi onnaires
i ncl uded questions about the sources of financing, types of expenditures and
pur pose of the organizations. This survey allowed for adjusting the GDP
estimates for 1997 and 1998, and nmade possible to start the conpilation of the
accounts for NPISH

In 1998, with the purpose of inproving the sector accounts, a docunent
"The main principles of the classification of econonic units by sectors in the
Russi an Federation"” was devel oped, which allowed to start working on the
"Classification of the institutional units by sectors of the econony".
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At present, accounts are being conpiled for all sectors of the econony.

| nput - Qut put Tabl es

I nput - Qut put Tables (10T) were conpiled for 1995 in conpliance with the
SNA requirenents. These tables were the first tables based on data coll ected
through the special surveys of the enterprises of their production costs. They
contain information on input-output flows for nmore than 200 industries.

These tables were conpiled for Russia as an independent state for the
first tine. The set of tables includes supply and denand table, symetric | Ol by
products in purchasers' prices and in basic prices, use tables for inported
products, tables for transport and trade margins, and for taxes |ess subsidies
on products. The conpilation of these tables allowed adjusting the quantitative
estimates for all consolidated accounts.

A simlar set of tables was conpiled for 1996 on the base of the conpiled
tables for 1995 and the current data.

Regi onal accounts

For such a big country as Russia, it is very inportant, to obtain the SNA
estimtes at the regional |evel

Starting from 1996, G oss Regional Product estimtes (CGRP) have been
obtained in Russia. The nost inportant factor for obtaining the GRP-total is
bal ancing the nom nal and real values of GRP with the CGDP estimtes. The CRP
estimates are obtai ned using the production approach for all 80 regions of
Russia. The GRP total for all regions in 1998 conprised 89. 4% of the GDP
estimate for Russia. The sectors whose activity spreads beyond one region, such
as collective non-nmarket services of the governnment sector, financial
transactions of banks, etc. are responsible for the difference. Custons duties
al so can be accounted for only at the federal |evel

The main estinmates of the use of incone and capital accounts are al so
obtained for these regions. Using the 1998 data, five regions of the Russian
Federation carried out a trial conpilation of the generation of inconme account.

The GRP cal cul ations are done by the Territorial Statistical Committees
usi ng the net hodol ogy devel oped by Goskonstat of Russia. The general principles
and schedul e of conpilation and presenting are stipulated in the docunent
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"Schedul e of conpilation and presentation of data on the gross regiona
product ™.

The results obtained at the regional |evel are analyzed in Goskonstat.
This allows the estinates of val ue-added consunption and accunul ati on for Russia
as a whole to be adjusted.

The val ue added estinates have becone rather inportant in the recent
years, as the Mnistry of Finance of the Russian Federation uses these estinmates
as a basis for distribution of funds, fromthe Fund of financial support, to the
constituents of the Russian Federation

Revi sion of the GDP esti mates

The order of GDP revision, approved by Goskonstat of Russia, the Mnistry
of Finance, and the Mnistry of Econony, assunes a four-step adjustnent for the
publ i shed data within the two year period after the end of the reporting period.

The Gross Donestic Product of Russia is estimated using three approaches:
the production, the generation of income, and the use of incone approaches. In
full scale, the GDP estimates in noninal values and in real terns are cal cul ated
only according to the first two approaches. Ceneration of inconme account is not
conpil ed i ndependently, as the industries' data on the operation nmargin are not
conpl ete and do not neet the SNA requirenents. Gross profit and gross nixed
incone in the econony are obtained as a residual of the GDP | ess conpensation of
enpl oyees, taxes |less subsidies on products, and inports.

The statistical discrepancy between the CGDP estimate obtained by the
production nethod and the final use nethod is between 2-5% for the different
years.

The revised GDP estinates are published in the report "Social and econom c
situation in Russia". They are placed at the WEB-site of Goskonmstat. Mre
detail ed presentation of the national accounts can be found in the annua
publication "National accounts of Russia"

Production boundaries in the SNA
The probl em of non-registered econonmic units is one of the largest in

Russia. Since 1995, CGoskonstat has started to include in the production
boundari es estimtes of non-observed econony.
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In the Russian Federation, the econony which cannot be observed by direct
statistical nethods, conprises hidden and infornmal activities. Illegal econonic
activities are, at present, excluded fromthe production boundaries of the
system of national accounts.

Hi dden econonic activities, in the majority of cases, include |ega
econom ¢ activities, which are not reported or are under-reported by the
econom c units with the purpose of tax and social charges evasion, avoiding sone
adm nistrative or social responsibilities, sanitary and other requirenents.
These activities nmay take place practically in all sectors of the econony.

Informal economic activity is mainly undertaken on | egal grounds by
i ndi vi dual producers or by the so-called un-incorporated enterprises, that is
by enterprises owned by individuals or househol ds, which often are not
regi stered according to the prescribed order. Their activities are based on the
informal relationship anmong the participants, they may produce goods and
services (in full or partially) for their own consunption. Often, the inform
activity assunes a secondary enploynent; often it is a non-professiona
activity. In Russia, the informal econonic activities are wi de spread in the
farm ng sector, in trade (gross inconme of the un-organi zed markets or un-

i ncorporated sellers), in construction (unregistered un-incorporated
associ ations conprising friends and relatives), and in sonme other industries.

The estimates of the hidden and informal econony are obtained by using
i ndirect data, by applying the bal ancing nmethods, and using expert estinates.
Adj ustnents for hidden and informal activities are done for the GDP produced,
for the GDP used and for the GDP cal cul ated fromthe income generation side.

The total adjustnment for the various types of hidden and i nfornal
activities and econonic transactions unaccounted by usual nethods amunted in
the production account for 1998 to 22% of total GDP in narket prices.

Since 1993, for conpiling the generation of inconme account, data on
conpensati on of enployees are adjusted for the "hidden conpensation of
enpl oyees", because in many cases the enployers do not report the wages of their
enpl oyees in order to avoid taxes.

The hi dden conpensati on of enpl oyees is obtained after the conpilation of
all accounts for the household sector, as a difference between the tota
expendi tures of househol ds including changes in their financial assets and the
regi stered incone. The estinmates for hidden wages are done for the econony as a
whol e wi t hout breaking down by industries, types of activity, and territories;
hi dden wages conprise 10-12% of the GDP.
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The approaches used for estimating the hidden and infornmal econony at the
federal |evel are not always appropriate for the regional |evel (we mentioned
above the inportance of the correct estimate of the GRP). At present, for
bal anci ng purposes in sone industries, the estimtes of the hidden and i nfornal
econony in Russia as a whole are broken down by regions, proportional to the
generated output and value added in the regions. It is understandable, that the
regional authorities are not always happy with such arrangenents.

Wth the purpose of nobre correct distribution of the adjustnents across
the territory of the Russian Federation, the nethod used by the Italian
Statistical Institute (I STAT) for estimating the shadow economy was studi ed.
This method is based on sanple surveys of the |labor market. In accordance with
the Italian methodol ogy for estimating the hidden econony, in the framework of
the TACI S project, the Bryansk Territorial Statistical Committee has conducted a
sanpl e survey of small businesses and househol ds on the enpl oynent issues, for
the QL of 1998. This enpl oynent survey assumed a w der range of questions, in
conmparison with the regul ar Goskonstat survey; in particular, sone additiona
questions were included for getting nore detailed informati on on the secondary
enpl oynent .

Using the results of the enployment survey in Bryansk oblast, and with the
account for the data on large and medium size enterprises, the revision of the
production output was done for five main industries of the econony (industry,
construction, agriculture, transport, trade), on the base of infornmation on
total enploynent.

For better understanding of the opportunities of this nmethod at the
federal level, additional calculations were nmade for three territories. The
results were presented jointly with the Italian specialists. Proposals on
inproving the statistical observation of enterprises' performance and enpl oynent
surveys were drafted, to be able to use the results for estinmating the
i ndustries' output at the regional |evel

. Probl ens and possi bl e sol uti ons
Qut of the set of accounts recommended by the SNA-93, Coskonstat does not
conpil e the financial account, assets and liabilities account, changes in assets

and liabilities account.

Cl assifications recommended
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Goskonstat of Russia and the other mnistries and agencies providing data
for conpiling the national accounts, work at present on the basis of the
"Classification of the industries of the econony”. To be able to neet the
i nternational accounting standards, Goskonstat is transferring to NACE, which is
used for developing a "National Classification of the Types of Econom c
Activity". The existing version of this classification is being revised to bring
it closer to NACE; this work is supposed to be conpleted by the end of this
year. The Mnistry of Econony is responsible, in accordance with the resol ution
of the Government, for the devel opment of this classification

As regards the product classification, in future, Goskonstat is planning
to carry out statistical observation of main goods and services production on
the basis of the Product Classification of the EU (CPA). Wth this purpose a
national classification will be devel oped. The work is supposed to be conpl eted
by 2003.

At present, Goskonstat is working on the classification of the
institutional units by sectors of the econony.

Cl assification of the household expenditures, a national version of the
"Classification of individual consunption by purposes” (COCOP), is in the stage
of inplenenting. It is planned to use it in 2001 for coding the household
expenditures for the househol d budget survey.

Goskonstat will start the devel opnment of a classification of the functions
of the governnent sector next year.

I mprovenent of FISIMestinmation

Russia is not able to apply in full sone SNA recomrendati ons. For exanpl e,
the devel opnent of FISIMestinmation nmethods is not yet conpleted. The nmain
concern is the distribution of FISIMby users. At present FISIMis not broken
down to users, but is accounted as an internedi ate consunption of a nonina
unit, and is shown as a separate entry in the production account.

In 1999, Coskonstat together with the Bank of Russia and the CI'S
Statistical Committee devel oped a net hodol ogi cal approach to reflect
transactions of financial internmediaries in accordance with the SNA
requi renents, with breaking their consunption by institutional sectors. In
accordance with this approach, the indirectly nmeasured services of financial
internediaries are estimated for the transactions with | oans and deposits. The
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interest received by the banks as a result of investing their own noney are not
excluded fromthe cal culation. The incone and expenditures of securities
transactions are not accounted for.

The devel opnent of such an approach has becone possible after introducing
a new set of accounts in the banking system Now, the "Profit and | oss
statenment” includes data on interest received for the granted | oans by the
creditor, and the interest paid on the borrowed fund by the borrower. A big
problemis the choice of an appropriate reference rate.

For the QL of 1999, the Bank of Russia has carried out trial calculations
of FISIMby institutional sectors using different reference rates. The results
are being anal yzed at present. It is planned to prepare sone "Guidelines for
FI SI M cal cul ati on" by October 2000 and to start calculating FISIMw th the
accounts for year 2000.

Bringing the accounting data closer to the international standards

The data provided by the Mnistry of Finance and used by Goskonstat to
estimate non-nmarket services for the governnent sector does not neet in full the
international standards. Data on the execution of the state budget is avail able
only for the indicators calculated on cash basis (which may be justified in the
situation of a |large budget indebtedness to the receivers). However, the SNA
requires the indicators to be calcul ated on accrual basis. To elimnate this
di screpancy and to estimate the conpensation of the governnent enployees on
accrual basis, the estimates obtained on cash basis are adjusted using the
"changes in salary nonpaynent due to under-financing fromthe budgets at al
| evel s". Goskonmstat does this adjustnent. The respective adjustnents are done
for the budget item "social charges on salaries of the governnent enpl oyees"
Unfortunately, data is not available for meking such adjustnents for other
budget itens.

Anot her drawback of the existing data collection systemis the |ack of
systematic data on all aspects of the econonmic activity of the budget units. It
is needed to collect data not only on the units' expenditures financed fromthe
budget, but on the expenditures financed fromthe comercial activities, as well
as data on the units' income fromtheir comercial activity. To be able to solve
this problem Goskonstat jointly with the newly established Departnent of
Governnent Finance of the Mnistry of Finance drafted a proposal for introducing
changes in the existing budget classification

Use of Supply and Use Tables as a tool for obtaining annual GDP estinmates
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Taking into account the gaps in the data caused by unrecorded economic
activity and the errors in the reported data, Goskonstat of Russia plans in
future to devel op a nmodel based on the Supply and Use Tabl es, which would allow
to obtain estimates of the production and use accounts. At the sane tine, the
met hod of commodity flows is being devel oped.

Time series of the SNA estimtes

In Russia, the SNA estinates in constant prices are cal cul ated and
published in the prices of the previous year. Such presentation of data is
caused by a necessity to change the base period in a situation of ongoing
i nstitutional changes and high inflation

For several reasons, at present, the GDP estimates in previous year prices
is done on the basis of the production accounts using the single deflation
met hod. The use of this nmethod is tenporary for Russia; in future we plan to
shift to the generally used nethod of double deflation. Wth this purpose, work
is carried out to inprove the information base and to extend the price
statistics, to prepare the guidelines for obtaining the SNA estimates in
constant prices taking account of the international practice in this field.

I mproving the quarterly accounts

CGoskonst at nmakes quarterly estimtes of production in nom nal val ues and
real ternms, final use of GDP and CDP estimates by inconme nethod. The quarterly
estimates are being obtained for discrete quarters. They are estimated in the
prices of the same quarter of the previous year, which differs fromthe
internationally accepted procedures. This is a tenporary practice caused by the
insufficient data. To obtain seasonally adjusted quarterly estimtes, the GDP
estimates are calculated in the 4 1995 prices. Seasonally adjusted GDP
estimtes are published in the report "Social and econonmic situation in Russia"

At present, the proposals are being drafted on the calculation of the
follow ng indexes: average quarterly price indexes to the average annual prices
of the reporting year, average quarterly indexes of the reporting year to the
average annual prices of the previous year. This will allow to obtain quarterly
estimates in average annual prices.

Conpi | ation of the financial account
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At present, in Russia several sub-accounts of the financial account are
bei ng conpiled, these are the changes in financial assets and liabilities of the
governnent sector and househol ds.

To facilitate the conpilation of the financial account, in February 2000,
a sem nar was organized by | M-/ US AID for the enpl oyees of Goskonstat, the Bank
of Russia, and the Mnistry of Finance on financial accounts. Sone work is done
to review the information resources for its conpilation



