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VANUATU

B  EXECUTIVE SUMMARY

The Vanuatu National Statistics Office (VNSO) requested a mission by the IMF’s Pacific
Financial Technical Assistance Centre (PFTAC) for conducting a feasibility study on the
implementation of a quarterly national accounts (QNA) in Vanuatu. This study outlines the
staff, organizational and data requirements for Vanuatu to implement a quarterly national
accounts program.

Vanuatu’s economic policy makers, the Ministry of Finance and Economic Management
(MFEM) and the Reserve Bank (RBV), expressed demand for a timelier, high frequency
publication of national accounts figures. Timelier information about most recent economic
developments is essential for effective, evidence-based economic policymaking. Such data also
provide the private sector, foreign investors, rating agencies, and the public in general with
important inputs in their decision-making, while informing economic analysis and International
Monetary Fund (IMF) surveillance. Typically, NA data are published with a considerable lag (called
recognition lag) having a potential negative impact on the effectiveness of a countries’ economic
policy decisions.

The introduction of a QNA program in Vanuatu targets a publication date of four months
after the end of a quarter for Gross Domestic Product (GDP), by the production and
expenditure approaches. While this report shows both approaches are feasible, and could be
produced on a seasonally adjusted basis, it could be more practical in a case of limited staff to
develop one approach initially and extend to the other approach later.

The main findings of this study include:
Human resources

Vanuatu will require one full time equivalent employee trained in annual well as quarterly
national accounts compilation to produce quarterly expenditure based and production-
based GDP. It is recommended that Vanuatu establish a quarterly national accounts teams so as
to not concentrate the knowledge, skills and responsibility in one person. If Vanuatu would like
to move quickly with the implantation of this program it is advisable that Vanuatu re-assign
individuals currently working on the Annual National Accounts Program to this work, given they
are already trained in national accounts.

Organization
A reorganization of tasks is proposed in Figure 2 in the study.
Information technology infrastructure

One Excel macro and two software packages are recommended for the compilation of
QNA figures which are available as freeware and can be installed on normal PCs or laptops.
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Data requirements

QNA require economic data on a quarterly frequency shortly after the end of the reference
period. Several of the indicators that the VNSO use in their ANA program are available at a
quarterly frequency. However, certain data are only available with a significant lag (up to eight
months following the reference period). Adding one month for compilation means that QNA
could be published only nine months following the reference period. For reaching the target of
four months, it is important that VNSO work with the data providers to improve the timeliness in
the receipt of data. Specifically, VNSO should target improved timeliness for the following data:

e BoP data
e VAT data
» Banking statistics

e National Provident Fund data on the number of employees and the wage bill by International
Standard Industrial Classification, fourth revision (ISIC Rev. 4) industries.

As a result of the recent and ongoing impact of the novel coronavirus (COVID-19) and
Cyclone Harold on statistical compilation activities, the original actions and/or target dates
may need to be revised. The IMF and PFTAC fully recognize the uncertainties and difficulties
faced at this time and stand ready to provide remote advice and assistance wherever possible to
support statistical continuity.

To support the VNSO in meeting its current requirements, the mission recommends a
detail action plan with the following near-term priority recommendations:

Table 1. Priority Recommendations to the Vanuatu National Statistics Office

Target Date Priority Recommendation Responsible Institutions

Arrange supply of quarterly indicators on
April-June 2020 VAT, BoP data, banking statistics and
National Provident Fund data.
May-December Assign staff to assemble data, set up
2020 compilation system, and assess reliability.

VNSO and other
government agencies

VNSO

6 INTERNATIONAL MONETARY FUND



VANUATU

FEASIBILTY STUDY ON THE INTRODUCTION OF
QUARTERLY NATIONAL ACCOUNTS IN VANUATU

A. Introduction

1. Following demands from users for more timely, higher-frequency data, the TDoS
requested the IMF's PFTAC to conduct a feasibility study on the implementation of QNA
program. This study outlines the staff, organizational and data requirements for the TDoS to
implement a quarterly national accounts program. The IMF’s Quarterly National Accounts Manual
provides extensive guidance on setting up a QNA system.’

2. In order to identify users’ needs for timeliness and the grade of detail of published
QNA data, PFTAC met with economists from the MFEM and the RBV. Both institutions
expressed their interest in a target-date for publication of four-month following the end of a
quarter. They delegated the evaluation of findings and suggestions made in this study to
Vanuatu's Macroeconomic Committee. After this discussion based on the draft version of the
study, feedback will be given to PFTAC.

B. Human Resources Requirements

3. QNA require staff trained in statistical econometric methods, apart from
knowledge about the general system of annual and quarterly NA. Part of the methods used
for developing QNA that are consistent with annual data - as implemented in specialized
software packages - are based on time series regression techniques. The additional provision of
seasonal and working day adjusted data, increases the usefulness of QNA data for economic
analysis substantially. The methods for adjustment are based on time series statistics as well,
which makes a further training necessary. This training can be provided by PFTAC and are
included in its QNA training courses.

4. According to the experience of other countries, the human resources permanently
necessary for compiling QNA for the production and expenditure side of GDP require up
to one person per year trained in the skills mentioned above. It is recommended that VNSO
establish a quarterly national accounts teams so as to not concentrate the knowledge, skills and
responsibility in one person. If VNSO would like to move quickly with the implantation of this
program it is advisable that VNSO re-assign individuals currently working on the Annual National
Accounts Program to this work given they are already trained in national accounts.

C. Organization

5. Currently, the ANA work is split between the Principal Statistician for Economics

T https://www.imf.org/external/pubs/ft/gna/
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and the two related Senior Statisticians. At present, the administrative structure of the VNSO is
organized hierarchically as given in Figure 1. According to Vanuatu's long-term strategy for
developing statistics, staff numbers have been increased from 31 to 52 persons, in 2018, not
including extra staff for the introduction of a QNA program.

Figure 1. Current Organizational Structure of the VNSO
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6. As stated in section 2, a further position is necessary for compiling QNA. In order to
ensure the continuity of the QNA program it is recommended that the same team compile both
the QNA and ANA. This will improve the economic consistency between ANA and QNA and will
facilitate the implementation of the QNA program. The proposed new structure alongside this
relocation of tasks is given in Figure 2.
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Figure 2. Proposed New Organizational Structure of the Economics Section
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7. Apart from sharing the workload of QNA compilation, this further position is
recommended in order to reap the benefits of specialized knowledge. The specialization of
the staff is reorganized according to industries and/or institutions as given in Figure 2. All
statisticians should compile the number of employees and the wage bill of the industries
assigned to them. This way, the economic consistency of results can be improved.

D. Information Technology Infrastructure

8. Where the quarterly sources or methods differ from the annual ones, the data
should be checked to make sure they show compatible annual trends. Very different trends
suggest that the indicator is unsuitable and should be replaced. Small differences can be
eliminated by mathematical techniques. PFTAC is willing to support VNSO in the implementation,
by providing software, documentation, operational support etc.

9. The most straightforward solution is an Excel macro available from the IMF
Statistics Department (XLPBM). It does not perform other functions such as seasonal
adjustment, but it can be used within an existing spreadsheet system without additional
software.

10. EcoTrim was developed by the statistical office of the European Union EUROSTAT.
Although this software does not make use of the latest software technologies and requires some
data conversion for input and output of data, it offers alternative approaches and works reliably.
As it is not downloadable from the internet anymore, PFTAC can provide the files for installation
on a desktop or laptop computer.
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VANUATU

11. The third solution is a separately downloadable plug-in for temporal
disaggregation and benchmarking of the seasonal adjustment software JDemetra+. It has
been developed in cooperation between EUROSTAT and the Bank of Belgium and includes state-
of-the-art methods for seasonal adjustment which are recommended internationally.
Documentation and online course material are available in the internet and a discussion forum as
well as regular updates guarantee its functionality. This software package can read various
formats of data, including Excel files and has a strong interactive graphical interface. However,
the plug-in for temporal disaggregation still has some bugs, so a combination of both software
package is recommended. Both software packages are available as freeware and can be installed
on normal PCs or laptops. The training necessary to use these software packages is included in
the QNA training course which takes one week.

E. Data Requirements

12. The most crucial element for NA compilation is the availability of high quality, high
frequency and timely source data. In general, the primary source of information for a quarterly
GDP program are administrative records of the government. When administrative records (such
as taxation records or employment records) are not available the statistical offices may have to
conduct a business survey. While annual surveys increase substantially the quality of ANA results
as they are tailormade for NA purposes, they are often too detailed use on a quarterly basis. In
this case the content of the annual questionnaire should be adjusted to only collect the
information needed for the quarterly national accounts program.

13. The compilation of QNA estimates requires less information than an ANA program
but the information needs to be available on a quarterly basis shortly after the end of the
reference period. Currently, some important source data VNSO requires for a QNA program are
only available with a delay of six months after the end of a period. VNSO needs to work with
authorities to improve the timeliness in the receipt of this source data.

14. While a significant amount of high frequency quarterly data exists, there remain a
number of data gaps. Fortunately, in many cases these data gaps are not significant and
pertain to those industries / components of GDP that do not contribute substantially to total
GDP. In cases where the contribution to total GDP is not significant the quarterly movements
can be estimated using methods which distribute annual figures over quarters without any
indicator. The recommended approach minimizes the quarter growth rates under the restriction
that resulting quarterly estimates sum up to their ANA totals. This minimum growth rate criteria
guarantees that such components - when added up with other components which are based on
economic indicators — have minimal impact on the aggregate.

15. However, this method does not provide any inherent extrapolation for periods
beyond the last annual benchmark. Hence, a forecast without an indicator must be compiled
which decreases the informational content and quality of the output for the most recent
quarter(s). This approach should only be applied for small components. In order to care for this
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fact in the underlying study, weights of industries and demand categories according to their
share in GDP are taken into consideration in the analysis of data requirements.

16. The results of this indicator analysis on an annual as well as on a quarterly basis are
given in the tables in the annex. For the production side of ANA, the indicators used for
deriving output in nominal or volume terms as well as the price data source for deriving the
missing other one, are given. The section of the tables treating the quarterly data analysis shows
the indicators proposed for compiling QNA. These can be either the same data sources as used
for ANA or some other available indicator on a quarterly frequency which possesses a theoretical
connection with the aggregate. Whether each indicator is suitable for compiling QNA has to be
decided on how well it tracks the ANA results. Quarterly indicators can be assessed by simple
ratios or charts, and measures are also available in the recommended software. If such a test fails,
this indicator should be discarded, and some alternative has to be found. Where a quarterly
indicator with a theoretical relation to the ANA series could not be found, a question mark or a
possible alternative is given it the tables. If this concerns an aggregate contributing more than
one percent to GDP, this is regarded as significant and highlighted in the tables in red color.

17. While a significant amount of data exists, the VNSO needs to work with authorities
to receive the data in a timely manner. Priority should be given to the following data
sources:

e The RBV stopped providing BoP data on a quarterly as well as on an annual basis in 2018.
The last data published data cover the third quarter of 2018. This does not only impede the
compilation of ANA but also a future introduction of a QNA program. VNSO needs to work
with RBV to access the data on a timelier basis.

e Currently, there are no published banking statistics data available. The last published data
cover the third quarter of 2018. This does not only impede the compilation of ANA but also a
future introduction of a QNA program. VNSO needs to work with the banking sector to
acquire these data on a quarterly basis at an acceptable timeliness.

e Due to technical problems the National Provident Fund, Vanuatu stopped data production
in 2016. Currently, a new system is implemented to publish the number of employees and
the wage bill by ISIC Rev. 4 industries. These data should be on a quarterly basis, accessible
three months after the end of quarter.

e Electricity and Water Supply: NA use business reports of the single provider which are only
available annually. A quarterly available nominal indicator can be derived from the company’s
VAT data records, but it is recommended to get real output indicators like GWh or millions of
liters, additionally.

e Wholesale trade of fuel: NA currently use business reports of companies which are only
available annually. A quarterly available nominal indicator can be derived from the company’s
VAT data records, but it is recommended to get real output indicators like sold liters,
additionally.

INTERNATIONAL MONETARY FUND 11
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e Telecommunication: NA use business reports of the companies which are only available for
annuals. Quarterly available nominal indicators can be derived from the companies’ VAT data
records, but it is recommended to get real output indicators like telephone call minutes,
number of SMS and Gigabyte traffic, additionally.

e Taxes less subsidies on production: They form part of GDP and are derived from
government budgets which are only available on an annual basis. As they account for more
than 10% of Vanuatu’s GDP, quarterly data are indispensable.

18. For GDP(E) components, no severe gaps of quarterly data were identified.
Government consumption as well as the final consumption of Non-Profit Institutions Serving
Households (NPISH) are derived from output measures of public administration, education and
health service and the output of NPISH. While this is not exactly the approach recommended by
the 2008 SNA, this method can be applied the same way on a quarterly basis. The two important
components of Gross Fixed Capital Formation (construction investment and equipment) are
based on construction material imports and equipment imports from the BoP. These BoP data
are currently not available which poses a problem for ANA and QNA as well as. Foremost, this
problem impedes the calculation of the external sector accounts as NA exports and imports
share the same definitions as BoP.

12 INTERNATIONAL MONETARY FUND
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Annex . List of Components and Indicators

Table 2. Production Side of GDP

weight AMA indi AMA price OMA indic QMA price
|?€> of GDP |n:}m ||'eal |a\.'a'|l time |;e'.r'|sion | |avai| tme |re\-"|sion |nom |rea| |avai1 time |rev1':ion | |avai| e ||'ev1'sic>n |
| [trmonth |t-manth | | | |
AGRICULTURE. FISHING & FORESTRY
(A11 |Fruit and Vegetables 10.9% survey (1), VAT(3) 6 6 12 CPi 3 no VAT(3) & no CPi 3 no
(2412 [Coconuts 0.9% company (3}, company (3) P 30 impl. Comp, 33 3.mo like AMA 22 3,0 Pl 3 no
market data CPI
extrapolation {3)
A13 |Kava 3.6% HIES, pop. extrap. 1 120 CPl 3 no like AMA 1 120 Pl 3 no
414 |Cocoa 0.2% company (3} company (3) 2 3 CPI 3 no like AMNA 2 3 CPl 3 no
415 |Coffee 0.0% Harvest data of 3 & 12 unit value exp 3 3 missing
companies (1) (12)
421 |Catte 13% model (1) 3 3 CPI 3 no maodel (3) 3 3 CPi 3 no
(A22 | Chher Livestock 0.3% 3 no like AMNA
Pigs HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 CPl 3 no
Chicken HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 Pl 3 no
Eggs HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 CPi 3 no
Dairy HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 Pl 3 no
Goat HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 CPl 3 no
431 |Forestry 0,455 Dep. of Forestry (1) & o exp. price (3) 2 [ iS5
432 |Logging 0.6% Dep. of Forestry (1) & o exp. price (3) 2 [
A441 |Fishing 0.5% Fishmarket (1) ] 12 CPI
INDUSTRY
B11 |Mining and Quarrying 0.0% AT (3) (& for I0) 6 no totCPl 3 no Tike ANA & no Pl 3 no
(11 |Manufacture_food _other 1.9% WAT (3] (8 for IC) & o CPi 3 no like AMA () no CPi 3 no
(12 |Manufacture_food abatioirs 0.0% WAT (3) (8 for IC) 3] 0] CPi 3 no like AMNA [ no CPi 3 no
C13 |Manufacture_food _beverages 0.0% VAT (3) (8 for IC) & no CPI 3 no like AMA & no CPi 3 no
C21 |Manufacture_doth 0.0% WAT (3) (B for IC) 5] no CPi 3 no like AMA (3 o Pl 3 na
31 |Manufachure wood 0.3% VAT (3) (& for IC) & no CPI 3 no like AMA [ o Pl 3 no
C41 |Manufachure_other 1.0% VAT (3) (& for IC) & no CPI =1 no like AMA [ no Pl 3 no
42 |Manufachure_Handicraft 0.1% HIES, pop. extrap. 1 120 CPI 3 no pop. 1 120 Pl 3 no
D11 |Electricity 8 Water Supply 1.7% company (1} 6 12 CPI 3 no missing Pl 3 no
F11 |Construdction-Building Constructions 1.6% VAT(3), B, 6 no, no CPI 3 na WAT(3) 6 no Pl 3 no
company (1)
F22 |Construction- Building Completion 0.0% VAT(Z) & [als] CPi 3 no like AMNA (3 no Pl 3 no
F33 |Construction- Building Installaton 0.5% WVAT(3) =] o CPI 3 no like AMA [ no Pl 3 no
F34 |Construction- Traditional dwellings 0.3% HIES, pop. extrap. 1 120 CPI 3 no like AMA 1 120 Pl 3 no
SERVICES 0.0%
G1 |Wholesale & Retail (inc. Maint.+Repair) 1.4% VAT(3) B no CPI 3 no 5] no CPil 3 no
G21 |Wholesale Trade - Commodity Exporters 0.6% WAT(3) ] no CPI 3 no () no Pl 3 no
G23 |Wholesale Trade - Oil Companies 3.2% companies(1) 3] 1z CPI 3 no Pl 3 no
G24 |Wholesale Trade - Other 0.2% WAT(3) & L] CPI 3 no () o Pl 3 no
(53 |Wholesale & Retail - Retail trade 9.7% WAT(3) & [al] CPI 3 no () no Pl 3 no
H11 |Transport Land & Sea 0,1% WAT(3) & o CPI 3 no [ o Pl 3 no
H12 |Transport Bus & Taxi 1.3% Wehicle registr{3) 3 3 CPI 3 no like AMA 3 3 Pl 3 no
H2 |Transport Air 2.6% company({1) =] 12 CPI 3 no passengers? Pl 3 no
(12), VAT? (3)
H3 |Transport Others 1.7% WAT(3) & no CPI 3 no like AMA () no Pl 3 no
111 |Nakamals 0.7% license nou(1) 5] [al] CPI 3 no like AMNA 1 no CPl 3 no
112 |Hotels and restaurants 3.1% WAT(3) & o CPI 3 no like AMA ] o CPl 3 no
111 [Publishing and Printing 0.3% WAT(3) & no CPI 3 no like AMNA () no Pl 3 no
121 |Telecommunication 2.4% company(1) & 12 CPI 3 no missing Pl 3 no
131 |Other Information & Communication 0.6% WAT(3) & [als] CPI 3 no like AMA () no Pl 3 no
K1 Reserve Bank 0.6% company{1) & 12 TotCP| 3 no missing Pl 3 no
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K2 |[Commercial Banks 5.8% company(1), 6 12 TobCPl 3 no missing CPi 3 no
survey(1)
K3 |Finance_Insurance 0.0% Pl 3 no
K4 |Fnance Other 1.5% VAT(3) 6 no CPI 3 no like ANA 6 no CPl 3 no
K5 |VMPF 0.0% company(1) number of B 12 implicit missing missing
members{3)
L11 [Real Estate - owner-occupied dwellings 3.5% HIES, pop. exirap. 1 120 TobtCPl 3 no like ANA 1 120 CPl 3 no
L12 |Real Estate - rented dwellings 2.3% HIES, pop. extrap, 1 120 TobCPI 3 no like ANA 1 120 Pl 3 no
L13 |Real Estate - agents 1.0% VAT(3) ] no Pl 3 ng like ANA ] no A 3 no
M11 |Lawyers & Accountants [PS & T5) 1.9% VAT(3) B no Pl 3 no like ANA 3 no Pl 3 no
21 |Other Professional and Technical Services 0.2% VAT(3) 3 no CPI 3 no like ANA 3 no P 3 no
M11 |Business Serv.- Transport Equipment Rental 0.0% VAT(3) B no CPI 3 no like AMA 33 no Pl 3 no
MN21 |Business Services (Admin. & Support services) 0.4% VAT(3) B no Pl 3 no like AMA & no CP 3 no
011 [Pub. Admin. - Public Order and Safety 0.0%
012 (Pub. Admin. - Other Central Government 10.5% budget{1) employees{3) 63 no implicit missing missing
013 |Pub. Admin. - Provindial Government 0.5% budgeti1) employees(3) 63 no implicit missing missing
P1 |Education 0.0% VAT(3) 6 na Pl 3 n like ANA & no Pl 3 no
Q1 |Health 0.0%
R1 |Other Services - A.E&R 1.1% VAT(3) ] no Pl 3 n like ANA ] no e 3 no
51 |Other Services 0.4% VAT(3) 6 no CPI 3 n like AMNA 6 no Pl 3 no
52 |NPISH - Other Services 1.0% HIES, extrap. By no. 6 12 tobCP 3 no missing P 3 ne
of associations(1)
T1 |Domestic Services 0.1% HIES, pop. extrap. 1 120 Pl 3 no like ANA 1 120 Pl 3 no
plus Taxes less Subsidies on Production 10.9% budgeti1) TobCPl 3 no mis: P 3 ne
less Imputed Bank Service Charge 4.0% company(1), & 12 TobCPl 3 no missing CPil 3 no
survey(1)
note: frequency T=annaul, 3=guarterly, 12=monthly 100.0%
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Table 3. Expenditure Side of GDP

weight ANA indi ANA price QNA indic QNA price
% of GDP nom real avail time  revision | ‘avail time |rewswon ‘nom ‘real |auai| time  |revision | ‘avaﬁ time | revision|
t+month  t-month

Final Consumption Expenditure

priv. household consumption 56.8%| HIES, var. extrap. CPl 3 no trade, others CPI 3 no
Non Profit Institutions Serving Households 14% GDP(P) GDP(P) implicit
Government Consumption Expenditure
Central Government 12.1% GDP(P) GDP(P) implicit
Provincial Government 0.9% GDP(P) GDP(P) implicit
Gross Fixed Capital Formation
Cultivated Assets available
Construction 12.6%| imp. constr. mat. CPl 3 no like ANA CPI 3 no
Durable Equipment 12.7% imports CPl 3 no like ANA CPI 3 no
Change in Inventories 10%| linked to prod
Acquisition less Disposal of Valuables 0.0%| HIES, pop. extrap. CPl 3 no X-M valuables CPI 3 no
Exports of Goods and Services 38.1%
Merchandise, f.o.h. 7.9%
Domestic exports 5.1% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Re-exports 2.8% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Services 30.2% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Transport 45% BoP(3) 6 12 CPI 4 no like ANA 6 12 CPI 3 no
Travel 19.4% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Other services 6.3% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Imports of Goods and Services 446% BoP(3) 6 12
Merchandise, f.o.b. 29.6% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Merchandise, c.if. 33.8% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Imports for domestic use 33.5% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Imports for re-export 0.3% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Services 15.0% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Transport 9.2% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Travel 1.8% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no
Other services 4.0% BoP(3) 6 12 CPI 3 no like ANA 6 12 CPI 3 no

note: frequency 1=annaul, 3=quarterly, 12=monthly
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