
Macroeconomic Statistics Essential to Fund’s
Surveillance Function

he Interim Committee of the Board of Governors of the International
Monetary Fund, on April 26, 1995, issued a communique specifying major
issues on which the Fund will focus in the near term.1 Among these 

issues, the Fund will increase the priority it attaches to securing data to fulfill its role
in exercising surveillance over countries’ economic policies and the global economy.

The Fund is entrusted with oversight of the international monetary system. It
fulfills this role by providing a forum for member countries to consult and exam-
ine matters of global economic interest, as well as the economic policies of 
individual countries. Central to the purposes and operations of the Fund is its
mandate under its Articles of Agreement to "exercise firm surveillance over the 
exchange rate policies of countries" and to adopt "specific principles for the guid-
ance of all members with respect to those policies." 

The Principles of Surveillance adopted by the Fund in 1977 note that the 
assessment of a member’s exchange rate policies “shall be made within the frame-
work of a comprehensive analysis of the general economic situation and economic
policy strategy of the member, and shall recognize that domestic as well as exter-
nal policies can contribute to timely adjustment of the balance of payments.” The
Executive Board of the Fund2 performs a biannual review of surveillance as a reg-
ular part of the Fund’s activities.

Reliable macroeconomic statistics, therefore, are critical to the Fund's surveil-
lance function, whether at the global, regional, or national level. Comprehensive
data are essential for analysis of national economic policies and assessment of
global economic developments. Data deficiencies, in even a single member coun-
try, could detract from the Fund's ability to detect an emerging crisis. This could
have major adverse consequences for the quality of Fund advice provided in the
surveillance process for the member concerned and potentially for the interna-
tional monetary system as a whole.

Under Article VIII, Section 5 and Article IV, Section 3(b) of the Articles of
Agreement of the Fund, member countries are required to provide their economic
and financial data to the Fund to enable it to carry out its surveillance function.
The availability of useful data for the Fund's surveillance function, however, de-
pends largely on the willingness and ability of member countries to provide
timely, accurate, and comprehensive data. The rest of this article briefly describes
the Fund's surveillance function and
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how the Fund's Statistics Department works with member
countries to produce high quality and timely macroeconomic data for their poli-
cymaking purposes and for their reporting to the Fund. It also highlights the data
issues that the Fund will emphasize in carrying out its surveillance function.

The Fund's Surveillance Function

The Fund carries out its surveillance responsibilities in two major ways. The
first is through regular – usually annual – consultations with individual member
countries. These are known as Article IV consultations because they are man-
dated by Article IV of the Fund Articles of Agreement. The second way is
through broader discussions in the Executive Board of the interaction of national
economic policies, the most important of such discussions being the semi-annual
World Economic Outlook reviews. 

All members have an obligation to consult with the Fund under Article IV.
These consultations involve a systematic review of economic developments and
policies in the member country concerned and of how these policies have 
affected its exchange rate and balance of payments. Relevant structural policies
are also examined if these are germane to macroeconomic developments and
policies. Article IV consultations conclude with a summing up expressing the
Fund’s judgment of the member’s exchange rate policies and their international
repercussions.

The World Economic Outlook discussions and other discussions of various
aspects of the world economy provide the Fund with a framework for reviewing
members' policies in a multilateral context. They make possible a systemic moni-
toring and analysis of the global economic situation and an assessment of
prospects for the international economy under various policy assumptions.

The overall objective of the Fund's surveillance of the global monetary sys-
tem is to promote balanced growth of world trade and an orderly and stable sys-
tem of exchange rates. In this context, the Fund aims to identify national and
international issues and problems in a timely manner so that suitable corrective
measures can be adopted and, in this way, periods of economic stress can be min-
imized. At the individual country level, the Fund  encourages members to adopt
appropriate economic policies consistent with their obligations under the Articles
of Agreement – taking proper account of the views of the international commu-
nity – so as to provide the basis for sustainable noninflationary economic growth. 

The momentous changes that have taken place in the world economy over
the past few years have made it particularly critical for the Fund to carry out its
surveillance responsibilities in an effective manner. Noteworthy among these 
developments has been the rapid growth of cross-border flows and globalization
of capital markets. This development has made the international monetary sys-
tem more vulnerable to macroeconomic imbalances among industrial countries
and to any inconsistencies that may develop between exchange rates and macro-
economic fundamentals. Second, there have been significant moves toward re-
gional and monetary integration in Europe and elsewhere in the world. Third, a
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number of countries have made considerable progress toward both current and
capital account convertibility and market-oriented reform. These unprecedented
changes are bringing the world's monetary system into a new era presenting with
opportunities and challenges heretofore unknown.

Role of the Fund's Statistics Department

The Fund's Statistics Department has been engaging in a number of activi-
ties intended to advance the effectiveness of the Fund's surveillance.3 These in-
clude efforts to promote technical assistance and training to assist countries to
improve their statistical compilation. They also involve steps to enhance the cov-
erage and currentness of the Fund's statistical publications, to upgrade the tech-
nology of the Fund's database systems, and to strengthen the coordination of
statistical activities within the Fund. Similarly, the Fund is seeking to enhance co-
operation with others on developing statistical methodologies.

In addition to balance of payments data, the Statistics Department collects
from member countries data on other sectors of their economies, including
money and banking, government finance, prices, and other domestic economic
activities. The Fund's Executive Board has the responsibility to determine the in-
formation requirements for the effective conduct of surveillance and for oversee-
ing each member's compliance with these requirements.

In individual cases, where data needed for effective Fund surveillance are
not forthcoming, the Fund will attempt to determine whether the country is 
unable to produce them. Under such circumstances, the provision of technical 
assistance and training will be considered within the resource limitations of the
Fund. If, however, the authorities are hesitant to release required data that are
available, the Fund will approach the authorities concerned with assistance from
its Executive Board. The Fund's consultation reports may also highlight cases
where data are not forthcoming, as required for the Fund's operational needs.

The Fund's Statistics Department disseminates certain information re-
ported to it by member countries through its publications.4 These include the
monthly International Financial Statistics (IFS) and Direction of Trade Statistics
(DOTS), and the annual Balance of Payments Statistics Yearbook and Government
Finance Statistics Yearbook. These publications show data on Fund member
countries on an internationally comparable basis, utilizing international stan-
dards that the Fund's Statistics Department staff has played a predominant role
in developing. The publication of these data improves international awareness
of developments in Fund member countries and facilitates donor and bilateral
lending agencies’ understanding of selected developing countries.

Better Data Needed to Strengthen Surveillance

The communique that the Fund's Interim Committee issued in late April
appeared against the backdrop of the financial crisis in Mexico. That crisis high-
lighted the need for the Fund to strengthen its surveillance over members’ eco-
nomic policies. In this connection, the Interim Committee recommended that
action be taken in the following areas, of all which necessitate heightened atten-
tion to statistical issues in the Fund's work:
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• To strengthen the Fund's analysis and to ensure that it provides candid
recommendations to members concerning the possible risks attached to
policies they may follow, the Interim Committee encouraged the Fund to
establish a closer and more continuous policy dialogue with member
countries. Continuity of surveillance, in turn, requires regular and
timely provision by all members of economic data to the Fund, thereby
enabling it to identify potential difficulties at an early stage.

• The Interim Committee also emphasized the timely publication by mem-
bers of comprehensive data in order to give greater transparency to their
economic policies.  It called upon the Fund to establish standards to
guide members in disseminating data to the public.

• The Interim Committee endorsed the Fund's Executive Board report on
strengthening surveillance. This report calls for Fund staff reports on
Article IV consultations to pay increased attention to the quality and
timeliness of countries' economic statistics and to draw the attention of
the Board to cases where deficiencies in data quality and lack of timely
reporting are hampering effective surveillance.

The Fund's Executive Board recognizes that the full range of data needed
for the Fund's surveillance function is determined on the basis of the 
circumstances of individual countries.  Nonetheless, it notes that there is
a basic set of data countries must provide on a timely basis for the Fund
to assess economic conditions of countries. These include data on 
exchange rates, international reserves, reserve or base money, broad
money, interest rates, the consumer price index, exports and imports, the
external current account balance, the overall fiscal balance, and the gross
national product or gross domestic product.

• In response to the increasing liberalization of capital flows in many
countries and the rapid expansion and globalization of capital markets,
the Interim Committee urged the Fund to pay closer attention to devel-
opments in global capital markets.  This, in turn, requires that members
on a more frequent basis provide to the Fund timely and accurate infor-
mation on their financial sectors and capital flows. The Interim
Committee noted the Fund’s intention to make greater use of financial
market data to supplement information from official sources, where nec-
essary.  For example, to better monitor exchange market transactions, in-
ternational portfolio investment flows, and their prices, there is need to
supplement traditional macroeconomic statistics on international re-
serves with data on countries' forward positions and interventions in the
spot and forward markets.

• Reflecting the increase in economic decision-making at regional and
supranational levels—for example, on trade policy within the European
Union—the Interim Committee proposed that the Fund devote more at-
tention to regional surveillance and sharpen its focus on the spill-over ef-
fects of domestic economic policies. This, in turn, calls for Fund
members to compile and present their country data on an internationally
comparable basis and in accordance with internationally accepted
methodological guidelines.
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In sum, the effectiveness of the Fund's surveillance role relies on the avail-
ability of reliable macroeconomic data for sound analysis of economic policies and
developments. The Interim Committee has urged member countries to provide
high quality macroeconomic data to the Fund on a regular and timely basis.
Timely, accurate, and comprehensive data provided by member countries are cru-
cial for the Fund to develop a solid information base for assessment of global eco-
nomic developments and guide the formulation of consistent national policies that
promote sustained economic growth in countries and global financial stability.

1 The Interim Committee was established in October 1974 to advice the Board of Governors of
the IMF on supervising the management and adaptation of the international monetary system as
well as dealing with disturbances that might threaten the system. The Committee, whose mem-
bers are Governors of the IMF, Ministers, or others of comparable rank, reflects the composition
of the IMF’s Executive Board: each member country that appoints, and each group that elects,
an Executive Director, appoints a member of the Committee, which currently has 24 members. 

2 The Executive Board is the Fund's permanent decision-making body, currently composed of
24 directors appointed or elected by member countries or by groups of countries.

3 In addition, other functional departments of the Fund devote considerable resources to statisti-
cal activities during technical assistance missions and in the development of databases in their
areas of specialization. The Fund’s area departments also allocate an appreciable proportion of
Article IV consultation work to data collection and preparation. Furthermore, desk economists
manage their country databases throughout the year.

4 Member countries and international organizations also provide to the Fund confidential infor-
mation. Such data are maintained in strict confidence within the Fund.
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IMF Committee on Balance of Payments
Statistics Pursuing Several Major Projects

ince its inception in late 1992, the IMF Committee on Balance of
Payments Statistics has been working to improve  international balance
of payments statistics. At its sixth meeting, held at the Fund's headquar-

ters in Washington on March 30-31, 1995, the Committee reported on the
progress it has made on several major projects.

One such effort of the Committee is to prepare for a coordinated survey of
cross-border portfolio investment of major industrial countries. The survey is to
collect comprehensive information, with geographical detail, on individual coun-
tries' holdings of cross-border equities and long-term bonds and notes. It is
planned for the year ending December 31, 1997. 

The survey will be the first of its type ever conducted. Countries participat-
ing will adopt common concepts, definitions, and classifications. This will facili-
tate a comparison and exchange of data collected.

Data obtained from this survey will support the compilation of interna-
tional investment position statistics of participating countries. They might also be
used to evaluate the completeness of information on portfolio investment trans-
actions and associated investment income recorded in balance of payments 
accounts. In addition, through the collection of information on the geographic
distribution of portfolio investment holdings, the survey will permit data to 
be compiled on the holders of the securities (stocks and bonds) issued by the 
participating countries.

At the request of the Committee, the Fund's Statistics Department has estab-
lished the Task Force on Coordinated Portfolio Investment Survey to develop a
common set of concepts, definitions, and classifications to be employed in the
survey and to provide participating countries with the necessary instructions to
assist them to conduct the survey. Members of the Task Force are from major 
industrial countries1 and international organizations2. The Task Force plans to
complete its work by the end of March 1996.

The Committee has also asked the Fund's Statistics Department to manage
the survey process. This entails, among other things, enlisting countries to join in
the survey (perhaps about 25 to 30 of them).

Other significant work of the Committee is intended to assist countries to
implement the guidelines of the fifth edition of the Balance of Payments Manual. In
this regard, the Committee has been seeking to clarify and elaborate on some of
the new statistical treatments recommended in the Manual. On the basis of papers
prepared by the staff of the Fund's Statistics Department and Committee mem-
bers, the Committee has reviewed the conceptual underpinnings of the new statis-
tical treatments recommended in the Manual and provided guidance on how
countries can implement the recommendations in practice. Such topics covered
have included accrual accounting for interest flows, the identification of current
and capital transfers, the recording of international insurance transactions, the
measurement of reinvested earnings on direct investment, the market valuation of
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direct investment (stocks), and imputing service earnings of financial intermedi-
aries. The staff papers will be revised to take account of Committee members'
comments and circulated to compilers of the Fund's member countries to assist
them in implementing the new guidelines of the Manual. 

The Committee also has been working to develop statistics on the opera-
tions of foreign affiliates of resident enterprises, commonly referred to as "estab-
lishment trade statistics." Although these statistics are outside the purview of the
balance of payments, they are considered a complementary set of data needed in
the context of the statistical requirements of the General Agreement on Trade in
Services (GATS) of the World Trade Organization. 

Interest in establishment trade statistics is increasing among Fund members
as well as among international organizations, and such statistics are central to the
work program of the Inter-Agency Task Force on Services Statistics of the UN
Statistical Commission. This interest stems from the needs of trade negotiators.
There was general agreement by the Committee that a conceptual framework for
the production of such statistics needs to be developed, but the framework should
be distinguished from balance of payments concepts. The latter are measured
based on the concept of "residence,"  whereas establishment trade statistics are not.3

The Committee has also made good progress in its work on international
banking statistics. The BIS is undertaking a pilot project to construct a separate
database that will align the international banking statistics more closely with the
balance of payments accounts. This will facilitate the use of international banking
statistics by countries to compile and/or check estimates of nonbanks' assets and
liabilities vis-a-vis nonresidents. 

A small number of countries, including Canada, Germany, Switzerland, the
United Kingdom, and the United States, already use  elements of the interna-
tional banking statistics to derive selected balance of payments and international
investment position estimates.

Since 1992, the United States has expanded its use of the international bank-
ing statistics. By substituting the international banking statistics of selected coun-
tries for the data collected in the United States, compilers raised their estimates of
nonbank financial claims on nonresidents by over $200 billion in 1993. A similar
increase was registered in measures of U.S. nonbank liabilities. (Please also see
article on page 9.)

It would be useful for compilers in more countries to become familiar with
the international banking statistics. With this in mind, the Committee will explore
ways in which national compilers can secure more information on the methodolo-
gies used to construct  international banking statistics.

1 Including Australia, Austria, Belgium, France, Italy, Japan, the Netherlands, Sweden, the
United Kingdom, and the United States.

2 Including the Bank of International Settlements, the European Monetary Institute, the
Organization for Cooperation and Development, and the IMF.

3 The concept of residence underlying the measurement of balance of payments transactions is
based on the notion of economic territories of the country (which broadly correspond to its 
geographic boundaries), whereas that for establishment trade statistics could be based on the
nationality or other legal criteria of the economic entity undertaking the transactions. 
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United States Using International Banking
Statistics To Enhance Coverage of Financial
Transactions

ver the past several years, compilers in major industrial countries, sta-
tistical working groups at the IMF, and statisticians at the Bank for
International Settlements (BIS) have noted deficiencies in the coverage

of international capital transactions. Existing reporting systems in most countries
incompletely record such transactions or fail to record them at all, leading to
large distortions in countries' balance of payments accounts and to significant
difficulties in making country comparisons on such transactions. The shortcom-
ings are in large part due to the rapid integration of world capital markets and
the rise in direct transactions that bypass existing data collection systems. 

In the United States, the integration of world financial markets has resulted in
a sharp rise in the volume of direct financial transactions between U.S. nonbank
companies (and individuals) and foreign banks. The U.S. system for tracking inter-
national nonbanking transactions was designed for a time when most such transac-
tions flowed through U.S. banks and other major financial institutions and when
only the very largest U.S. companies conducted direct transactions with foreign
banks. The sharp rise in direct transactions by a wide range of nonbank companies
has meant that the reporting methods devised in the past do not adequately cap-
ture a large volume of U.S. international capital transactions. Nonetheless, these
same transactions often are captured in the data of foreign banks reported to their
central banks and the Bank for International Settlements (BIS).

In 1991, the Bureau of Economic Analysis (BEA) of the U.S. Department of
Commerce, the agency that is responsible for compiling the U.S. balance of pay-
ments, began to explore the possibility of substituting foreign banking data for
U.S. source data. The aim was to close gaps in coverage of direct transactions 
between U.S. nonbank residents and foreign banks. This has proved to be a
highly efficient use of resources, particularly when foreign central banks and 
statistical authorities are, for the most part, already collecting the data. 

BEA's initial efforts led it to work with compilers of selected countries
under the IMF's auspices. Together, they  examined issues of data measurement
and international comparability. BEA's later efforts involved working with these
compilers to ensure that their concepts and definitions were consistent and facili-
tate comparability. These efforts, which were positive in outcome, permitted the
United States and other countries to make expanded use of counterpart
data.Over a two-year period beginning in 1992, bilateral data from Canada and
the United Kingdom, as well as supplemental data from the U.S. Federal Reserve
Board, were first introduced in the U.S. balance of payments accounts, where
they replaced U.S. data. Additional bilateral data from the Netherlands,
Germany, Italy, and France were subsequently substituted.

The third and final phase, which was largely completed with 1994 revisions,
involved having BEA statisticians work with their counterparts at the U.S.
Federal Reserve Board and the BIS to examine the comprehensive data the
Federal Reserve and the BIS compile.
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As a result of this research, BEA is substituting in the U.S. balance of pay-
ments accounts a large body of the statistics that the BIS compiles on foreign
banks' transactions with U.S. nonbanks. The substitution removes significant
gaps in coverage from the U.S. accounts and now presents a picture of U.S. non-
banking activity that broadly parallels that of banking activity over the past
decade. Specifics on both the claims and liabilities of U.S. nonbanking concerns'
are discussed below.

Claims on unaffiliated foreigners

In 1994, BEA significantly expanded its use of foreign source data by substi-
tuting counterpart statistics from an additional 10 European countries as well as
the Caribbean and Asian banking (financial) centers covered by the BIS reporting
system; these data provide  a measure of the liabilities of foreign banks to U.S.
nonbanking concerns. The BIS data offer substantially more complete coverage
than the bilateral substitutions made to date. In addition, they incorporate recent
improvements the U.S. Federal Reserve Board has made in the reporting of trans-
actions of foreign-owned banks resident in the Caribbean Islands.

BEA made these substitutions after extensive consultations with statisti-
cians in foreign countries and at the BIS. These officials confirmed that securities
transactions and banking transactions can be separately identified in the BIS data,
thereby avoiding an overlap with transactions reported elsewhere in the U.S. ba-
lance of payments accounts. Where these criteria cannot be met, as has been the
case for Japan, the BIS data are not used.

The impact of this substitution on the U.S. accounts has been dramatic.
Before such substitutions were made, U.S. source data recorded U.S. nonbank
financial claims on foreigners to be $35.1 billion at yearend 1983 and $42.6 billion
at yearend l993. As a result of the bilateral substitutions made in 1992 and 1993,
nonbank claims were raised to $76.1 billion for yearend 1983, and $115.7 billion
for the end of l993. With the use of BIS data in 1994, nonbank claims were raised
to $131.3 billion for the end of l983 and to $254.5 billion a decade later.

The growth indicated by the revised estimates more accurately reflects the
rapid expansion of U.S. nonbank activity that has occurred over the past decade,
particularly through Caribbean financial centers and, very recently, through the
Asian financial centers. At the end of l993, U.S. nonbank claims on Caribbean
banks accounted for $124.2 billion of the $254.5 billion in total outstanding
claims, and nonbank claims on Asian banks accounted for $10.0 billion. Growth
was most rapid in l988-90 but has leveled off since then.

Liabilities to unaffiliated foreigners

Until 1994, BEA had been unable to substitute BIS data for claims reported
by foreign banks, largely because BIS data did not adequately separate securities
transactions from banking ones. This difficulty remains with much of the claims
data foreign banks report to the BIS, and BIS statisticians are working with statisti-
cal officials in reporting countries to separate the two types of transactions.
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However, for banks' claims reported in the Caribbean and Asia offshore financial
centers, BEA's discussions with international banking experts at the Federal
Reserve Board and the BIS have confirmed that commingling of securities and
banking transactions is insignificant for foreign banks' claims on U.S. nonbanks 
reported to the BIS by offshore financial centers. Furthermore, bilateral data 
obtained from the Bank of England also permit the separation of banking and secu-
rities transactions. Therefore, BIS data on banks' claims on U.S. nonbanks for the
Caribbean and Asian offshore financial centers, as well as bilateral data from the
Bank of England, have been incorporated in the U.S. balance of payments accounts.

The effect on the U.S. accounts has been considerable. Before substitutions
were made, U.S. source data recorded U.S. nonbank financial liabilities to for-
eigners to be $26.9 billion at yearend l983 and $54.5 billion at yearend l993. With
the 1994 substitution of the BIS data, nonbank liabilities were raised to $61.7 bil-
lion for the end of l983 and $233 billion a decade later. 

As mentioned above in the case for U.S. nonbanks' claims on foreign banks,
the growth indicated by the revised estimates more correctly reflects the rapid 
expansion of U.S. nonbank activity that has occurred over the past decade, partic-
ularly through Caribbean financial centers and, very recently, through the Asian
banking financial centers. At the end of l993, U.S. nonbank financial liabilities to
Caribbean banks accounted for $136.2 billion of the $233.3 billion in total out-
standing liabilities, and nonbank liabilities to Asian banks accounted for $15.5
billion. Growth was most rapid in l988-90 but only moderate in l991-93. 

Nonbank interest receipts

As a result of the substitution of BIS counterpart data for U.S. nonbank 
financial claims on foreign banks, income receipts shown in the U.S. balance of
payments were raised for the years l984-93. For l984, the addition to receipts was
$5 billion; the additions increased to $10.8 billion for l990 before declining to $4.6
billion for l993. Additions were largest for l989-91, when claims increased espe-
cially rapidly in response to strong economic expansion in both industrial and
developing countries, and when interest rates rose rapidly in response to in-
creases in the demand for funds and to rising inflation. For l992-93, additions
were smaller because growth in outstanding claims leveled off and interest rates
fell sharply.

Nonbank interest payments

As a result of the substitution of BIS counterpart data for U.S. nonbank 
financial liabilities to foreign banks, income payments were raised for l984-93.
For l984, the addition to payments was $4.5 billion; additions increased to $12.6
billion for l990, before declining to $6.3 billion for l993. As in the case for nonbank
income receipts discussed above, additions were largest for l988-91, when liabili-
ties increased especially rapidly in response to strong economic  expansion in
both industrial and developing countries, and when interest rates rose rapidly in
response to increases in the demand for funds and to rising inflation. For l992-93,
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additions were smaller, as the growth in outstanding liabilities slowed and inter-
est rates fell sharply.

Additions to nonbank income payments were generally larger than addi-
tions to nonbank income receipts because of the larger outstanding liability posi-
tions to which interest rates were applied. This was also the case because asset
positions and related income receipts had already been partially adjusted for lack
of coverage in the 1992 and 1993 revisions. 

Bank interest payments on custody liabilities

Because the new estimates of nonbank liabilities and nonbank income pay-
ments include custody transactions conducted by U.S. banks for U.S. nonbanks,
such transactions were removed from the banking accounts of the U.S. balance of
payments for 1986-93 to avoid double counting. This is necessary because a large
portion of banks' custody transactions is for nonbanks. Reductions to income
payments were largest in l989-91, when liability positions were substantially 
reduced and when interest rates rose strongly; reductions to positions for l992-93
were also large, but interest rates in those years fell sharply. For l993, bank 
income payments on custody liabilities were reduced by $2 billion.

This article is based on "U.S. International Transactions, Revised Estimates for
1984-93," by Christopher Bach, Survey of Current Business, June 1994,
Washington, D.C.
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Italy Introducing Systems To Collect Better Data 

he abolition of foreign exchange controls in Italy has prompted radical
changes in the way balance of payments statistics are collected and dis-
seminated. Through the 1980s, exchange controls generated informa-

tion that, as a by-product, yielded data on the balance of payments and on the
international operations of Italian banks and firms. Since the introduction in 1990
of liberalized capital controls, data have had to be collected explicitly for the com-
pilation of the country's balance of payments.

This new data compilation function has posed challenges to the Italian
Foreign Exchange Office (Ufficio Italiano dei Cambi–UIC), which has the exclu-
sive responsibility for the monitoring of foreign currency transactions and 
all information pertaining to them. The choices UIC made in developing an 
effective statistical system provide a number of useful lessons that may be of
general interest.

National statistics are a typical example of a "public good." The costs 
incurred in producing this "good" are, in general, quite high. Yet, once the data
have been created and disseminated to the public, they are free. The costs of col-
lection, verification, production, and dissemination can be justified on the
ground that they are needed for macroeconomic policy-making. In the private
sector, data filers would like to minimize or avoid the burden of reporting.

Statistical reporting by banks and firms could be made obligatory through a
series of specific laws and rigorous sanctions. But the probability that such sanc-
tions would be effective is rather low. Much higher is the likelihood that the 
bureaucratic apparatus created to monitor formal compliance with the laws and
to apply the sanctions envisaged in case of violations would swell.

In view of these drawbacks, UIC has addressed the issue of compliance in a
different way, which appears to hold considerable potential. Underlying the
UIC approach is the concept that it is possible to construct a "feedback flow" sys-
tem that returns information to those supplying it in the first place. The data fil-
ers could use the collected data for their various business purposes. This benefit
that data providers receive could be seen as reducing their reporting burden, 
offering them incentives to provide timely and accurate data, and giving rise to
a virtuous circle in the flow of statistical information. This paper affords a de-
scription of what UIC has accomplished to date and what it has made available
to data providers.

UIC regularly collects data from banks and firms on magnetic tapes, disks,
and other media. About 3 million records are received each month. The data are
checked, validated, and processed before being published monthly. The original
information is stored in UIC databases, where its confidentially is respected.

The introduction of the "feedback flow" systems has as its aim to make
available to reporting bodies a number of subseries from the huge database. It
also provides them with appropriate data processing tools, so that they can 
extract information to meet not only "macro" but also "micro" needs. The UIC has
developed such a system for banks.

ItalyT

Conceptual 
underpinnings of
the new approach

Providing 
incentives to 

data suppliers



For a better understanding of the system, let us view it from the point of
view of a bank to which UIC provides the collected data. To facilitate the bank's
use of the data, UIC makes available special user-friendly software, which can be
operated on standard personal computers. Information can be displayed in the
form of tables and graphics. In the future, data will be sent to banks on a 
CD-ROM, as opposed to floppy disks.

Among facets of the data that a bank could explore are those pertaining to
its international transactions in foreign currencies and in lira with Italian and
foreign banks and other customers. Market shares could be analyzed in detail
with reference to the bank's presence in an Italian province and to its trade, 
services, and various kinds of financial operations. It would also be possible to
study changes in the bank's market shares over time and as a function of a 
geographical area.

In addition, the bank could analyze its international and currency opera-
tions relative to the entire system or to those of other banks. It would also be pos-
sible for the bank to use the data given it by the UIC to assess trends in lira and
foreign currencies. The range of analyses that could be performed is enormous,
and it is difficult to imagine a bank that would not want access to such a wealth
of information.

The development of the "feedback flow" system for nonbanks is still at a 
developmental stage. In Italy, ten of thousands of firms are engaged in foreign
trade. Tailoring products to meet the needs of each would create practical prob-
lems that could not easily be resolved in the short term, if at all. Moreover, the
present database is limited to information supplied by banks. Accordingly, a long
period of experimentation with a selected group of companies will be necessary. 

The prototype developed for nonbanks thus far contains a series of instruc-
tions and techniques on how to input and download UIC data. Moreover, it is
possible for users to integrate data external to the UIC system with the UIC data.
Data made available to firms are those contained in UIC's module "Currency
Statistics Communication."  The data relate to all the foreign operations, both
commercial and financial, carried out by Italian firms and other nonbank resi-
dents. As concerns macroeconomic analysis, the UIC data would afford users a
broad picture of the main economic aggregates affecting foreign trade. For exam-
ple, aggregate investment data would be subdivided by type of financial instru-
ment and further classified by counterpart country.

With regard to microeconomic analysis, the data would facilitate detailed
analysis of commercial transactions by product, by target market, by size, and by
home province of the Italian companies. Thus, for example, firm X–which, let us
say, sells kitchen appliances–would be able to study its sales of refrigerators in
the French market and compare them with those of other Italian firms subdi-
vided by level of sales. The same company could analyze its relative position in
other markets, European or non-European. Firms could also glean from the data-
base terms of payment of certain groups of transactions.

Additional time and effort will be required to develop and refine the virtu-
ous circle of statistical information now under construction. The prototype of the
feedback flows has been presented in Luxembourg to the EU Committee on
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Monetary, Financial, and Balance of Payments Statistics. The Committee is 
composed of representatives of national statistical offices and of central banks of
all EU countries. Demonstration versions of UIC products were also released to
the public at the second National Conference of Statistics organized by the Italian
Central Institute for Statistics in November 1994.

This article is an edited version of a paper contributed by Mr. A. Biagioli, head of
the Statistics Department, Ufficio Italiano Dei Cambi (UIC). Mr. Biagioli is a member of
the IMF Committee on Balance of Payments Statistics.
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Portugal's New Balance of Payments Data
Systems

he year 1993 was particularly notable for Portugal's compilers of balance
of payments statistics in that it was marked by the liberalization of capi-
tal movements within the European Union (EU), the creation of an inte-

grated European financial area, and the elimination of Customs barriers for
intra-EU trade. These developments have had significant implications for
Portugal's collection of balance of payments data. In fact, they have led Lisbon to
adopt what in many respects is a new balance of payments compilation system.

The new system has involved modifications of the old one in two major
areas. First, external trade statistics, which previously had been compiled using
Portugal's Customs data, since January 1993 have been produced, consistent with
the EU approach, from data obtained directly from companies.1

Second, in January 1993, the Bank of Portugal introduced new ways to com-
pile and present other balance of payments data, as well as statistics on Portugal's
external assets and liabilities. The changes were necessitated by the inadequacy
of existing collection procedures. These, in turn, have become outmoded because
of Portugal's liberalization of foreign exchange controls and Lisbon's participa-
tion in statistical harmonization efforts associated with the EU economic and
monetary union.

Under the new system, the Bank of Portugal compiles information on 
a monthly basis. In doing so, it utilizes data from resident banks and other finan-
cial institutions, and from resident entities engaged in international transactions
without intermediation of resident banks. Such resident entities include resident
companies and individuals holding bank accounts abroad and other resi-
dents having their receipts and payments cleared directly through the Bank 
of Portugal.

The Bank of Portugal has provided banks and other data filers with proce-
dural manuals on balance of payments reporting. The new system permits a
more detailed breakdown of international transactions than the predecessor one.
With regard to the current account, the new system covers 125 data categories, as
contrasted with 11 in the old one. The new classification scheme is consistent
with the main methodological recommendations of international organizations
such as the IMF, the Statistical Office of the European Community (EUROSTAT),
and the Organization for Economic Cooperation and Development (OECD). It
observes the nomenclature presented in the IMF's fifth edition of the Balance of
Payments Manual (Manual).

Because the new system makes greater use of computers for the processing
and analysis of information, it generates statistics of high quality both more
rapidly and at less cost than was the case in the past. Moreover, the approach 
is more compatible with the protocols envisaged under the EC's "EDIFACT" 
system.2
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As concerns the presentation of statistics, the new system, unlike the former
one, allows compilation of the data on a cash, as well as transaction, basis. Data
compiled on a cash basis are derived from payment and receipt information 
reported by banks and other financial institutions to the Bank of Portugal. The
central bank processes these data first. Balance of payments data compiled on a
transaction basis are subsequently developed using supplemental information on
external trade reported by companies to the National Institute of Statistics. 

Because of the changes in reporting procedures and data sources, statistics
produced under the new system are not entirely consistent with historical time
series. This has been particularly the case with merchandise trade data. On the
positive side, however, much more detailed information can be found in
Portugal's recent balance payments statements and in its other statistics covering
the country's external transactions than was previously the case. Many additional
advantages of the new system will become more evident in the years ahead.

This article is an edited version of a paper contributed by the Bank of Portugal.

Portugal
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1 See also "The European Union Introduces INTRASTAT to Collect Trade Statistics," IMF
Balance of Payments Newsletter, Volume. I, No. 2, June, 1994.

2 See also "EDIFACT: A Future Tool for Balance of Payments Reporting" in the IMF Balance of
Payments Statistics Newsletter, Volume. I, No. 2, June 1994.



June 199518

Argentina Working To Improve Data With
Assistance of IMF and IDB

rgentina has initiated a major effort to improve its compilation of 
balance of payments data. The overall aim is to ensure that practices
and methodologies utilized accord with the country's new economic 

environment and the guidelines contained in the fifth edition of the Balance of
Payments Manual (Manual). The Inter-American Development Bank (IDB) is help-
ing to finance the effort under a three-year program that began in May l995. The
initiative also benefits from the Fund's technical assistance. Pursuant to this 
effort, the balance of payments compilation functions of Argentina's Central
Bank are being transferred to a new entity, the National Directorate of
International Accounts in the Ministry of the Economy.

With regard to the fifth edition of the Manual, Argentina officials have con-
cluded that the guidelines that will be easiest for them to implement are those
that involve (1) distinguishing among goods, services, incomes, and transfers in
the current account and (2) recording of interest on an accrual basis. They believe
that the features of the Manual that will be most difficult to introduce are those
that require classifying financial transactions by function and compiling data on
international investment position (IIP).

As a part of Argentina's strategy for implementing the guidelines, compil-
ers responsible for the balance of payments data are conducting an extensive
methodological review of estimative procedures and data collection methods.
Consistent with the criteria set forth in the Manual, a number of improvements
are now under consideration. This process will culminate in the introduction of a
new national presentation of the data.

Steps are already under way to improve the current account statistics. A 
balance of payments office has been established under the National Institute of
Statistics and Census to collect data on international services. Additional efforts,
however, are needed to collect data on the expanded list of services prescribed in
the Manual. 

There are other areas that also require attention. Data on goods are derived
from information gathered by the National Customs Administration. At present,
they lack the degree of detail called for in the Manual (such as data on goods for
repair, processing, etc.)

As concerns transfers, Argentina at present has only limited data that can
be classified separately into current and capital transfers. It also lacks data on
migrants' transfers, workers' remittances, private debt forgiveness, and humani-
tarian aid. Consideration is being given to undertaking more work in these
areas. 

In addition, currently, Argentina has limited information on cross-border
financial holdings and transactions of the private sector. This has impeded the
compilation of data not only for the financial accounts, but also for the computa-
tion of interest payments and receipts on such investments. Furthermore, at 
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present, Argentina does not compile any IIP data. Estimation of financial flows
of the private sector and the compilation of IIP data are other important areas in
which improvements are being contemplated.

With the financial support of the IDB and the technical assistance of 
the Fund, the authorities believe that, over the next few years, Argentina's 
balance of payments data will be improved and better adhere to international
standards.

The Argentinean authorities provided information for this article.
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June 12-15 Conference of European Statisticians, Geneva

June 15-19 Subcommittee on Statistical Activities, United
Nations Administrative Committee on
Coordination (ACC), Geneva

August 23-25 International Statistical Institute (ISI) Workshop
on Asia Transition Countries, Beijing

September 18-21 Tenth Regional Conference of Pacific
Statisticians (South Pacific Commission),
Noumea

October 23-24 IMF Task Force on the Coordinated Portfolio
Investment Survey, Ufficio Italiano dei Cambi,
Rome

October 25-26 IMF Committee on Balance of Payments
Statistics, Ufficio Italiano dei Cambi, Rome

November 7-10 Working Group on Statistical Coordination,
United Nations Statistical Office (UNSTAT),
New York
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