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INTRODUCTION

Regulation (EC) No 1221/2002 of the European Rasist and of the Council of 10 June
2002, states, in Article 8, that the Commissionr@stat) shall submit to the European
Parliament and to the Council a report containimg assessment of the reliability of
quarterly data delivered by Member States. In orddulfil this legal requirement, a quality
report on quarterly non-financial accounts for gemeral government was adopted by the
Commission and transmitted to the European Parharaed to the Council in June 2006.
This quality report is available in the GFS dedecbsection of the Eurostat web site at:

http://epp.eurostat.ec.europa.eu/pls/portal/urliMfE23DE60A412035CFE0440003BA932
1FE

The aim of the quality report was to capture thdtiple dimensions of quality, following
criteria commonly used to assess the quality dissitzs. The Report was broadly agreed
with the members of the Eurostat Working Group bor§term Public Finance Statistics.

The Report comprised general sections, explairiegihderlying concepts, technical issues,
and main country findings, and a final section wahsummary of conclusions and
recommendations by country. More extensive docuatemt underpinning those findings
has been available on the Eurostat website sin@é.20

Two years after the adoption by the Commissiorheffirst report, there have been changes
and significant improvements in the quality of gtatistics transmitted by Member States.
One significant change when compared to the previeport is that all EU Member States
are now transmitting data. Compilers and users lh@e®me more familiar with this data
flow.

Consequently, Eurostat decided to update this tyuaport in order to take into account
developments in the last two years. Contrary tdfitise quality report, which was requested
by legislation and officially adopted by the Comsiis, it is planned that this report will be
mainly a working document for compilers and usars] that it will be placed in the web
site once discussed by the members of the Worknogiison STPFS.

The structure of the report has been slightly arednd order to take into account the latest
aspects of quality assessment and the need toagealne change in quality. The main
changes in the structure are as follows:

» A section on the evolution of data quality since time of the previous quality
report has been added at the beginning, by indudime "assessment and



recommendation” table from the previous report aithadditional column showing
main improvements since then.

The section “Institutional arrangements” has be@&anamed "Compilation
Arrangements".

The section "Timeliness and Coverage" becomes 'liness, Coverage, and
Publications".

A new section 5.2. "Coherence between quarterlyfmamcial accounts for general
government and EDP notification data" has beewdhiced.

A new section 5.4. "Coherence between non-finarema financial accounts" has
been included.

Structure of the Quality Report
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1 EVOLUTION OF QUARTERLY NON-FINANCIAL ACCOUNTS FOR THE GENERAL
GOVERNMENT DATA QUALITY COMPARED TO THE FIRST REPORT

This section shows the progress made betweenrgigftiality report produced in 2006 and
this new report. The first quality report referredthe data transmission of end September
2005 (2005 Q2 figures), while this update conceesran the transmissions up to March
2008 (2007 Q4 data). In the meantime, compilersehbgen more familiar with the
production of these figures.

When the first quality report was released, theezew25 Member States in the European
Union. Since then Bulgaria and Romania have joitmedUnion, and they are accordingly
included in this report.

At the time of the first report, 13 Member Statesrevpublishing STPFS or related data on
their own web sites; now there are 19. On the Hatasde, the accessibility of data has also
improved as STPFS data are currently publishecaloEU Member States. Eurostat has
also arranged the presentation of quarterly dataardissemination data base (New Cronos)
in a clearer way. Eurostat has developed a dedicaetion on government finance statistics
(GFS) in the web site, providing information on alametadata, quality reports, manuals,
legal basis, EDP-related issues, etc., in ordéntball this information in a single domain

Moreover, STPFS data are now published in quar@H$ integrated tables in the dedicated
GFS section of the Eurostat web site. These tablew quarterly non-financial accounts for
the general government, quarterly financial accowand quarterly debt data, in a user-
friendly and more consistent way. Eurostat is alswently discussing with Member States,
in the framework of the Working Group STPFS, howinprove the metadata explaining

the figures released.

The timeliness of data transmission, accordinghtodeadlines included in the Regulation
(t+3 months after the reference quarter) is comsati¢o be broadly satisfactory, with only
four countries transmitting their data with a sfgraint delay (i.e. more than 3 days after the
deadline) during the four transmissions for thedatrresponding to 2007.

In terms of coverage, there has also been signifitaprovement. At the time of the first
report only 19 countries provided the full coveragestatistics required by the Regulation.
A full coverage (in terms of transactions and pa#sjas now achieved by 25 countries, even
if six countries still have yet to fully report theack series covered by Regulation (EC)
264/2000.

http://epp.eurostat.ec.europa.eu/portal/page? ¢ap@v3,47631312,2373 58674332& dad=portal& sc
hema=PORTAL




The coherence between quarterly and annual dataleasmproved consistently since the
time of the last report. At that time 13 countrsé®wed perfect coherence, while this is now
the case for 24 countries.

As for comparability over time, many Member Statgsorted no breaks in their time series.

Owing to the experience gained in the compilatib8 DPFS data by national compilers, the
impact of revisions significantly decreased for afluntries over the last two years.
Currently, the absolute average revision of B.9esbetween 0.1% and 0.4% of GDP, a
rather limited range, for 17 countries, instead abuntries in 2006.

Countries pursued their efforts in increasing tbheecage of basic data sources in order to
move closer to the requirements of Article 3 of Regulation (EC) No 264/2000.

Finally, for a large majority of countries there sva sharp decrease in the amount of
revisions in the fourth quarter of the B.9 for theee preceding quarters, as compared to the
situation described in the previous report. Froraft 2007, the absolute average revision
of the three preceding quarters, made in the fogutirter for the B.9 variable, was limited
to a range of 0.1% to 0.5% of GDP for 24 countrigsereas only 11 countries showed a

similar result in the previous report (for data eorng the period 2002-2004).

The table below describes the most significant adea in those areas identified in the
previous report (Bulgaria and Romania were notidet):

Member Two years ago, | An effort had to be made on: After 2 years, progress is
State the data and the observed on:
metadata were
of:
Belgium Good overall 90% criterion is no The coverage of
quality fulfilled (87%) for D62 D62 increased to
89%
Czech Insufficient Consistency between Consistency
Republic overall quality guarterly and annual data between quarterly
Interest is to be and annual data
consolidated on A achieved
guarterly basis Interest consolidated
The progress in gradually on a quarterly basis
incorporating  improved
quarterly basic sources |is
welcomed.
Denmark Good overall Consistency between The consistency
quality annual and quarterly data between annual and
quarterly datg
improved for the
period 1999-2007|,
except for the
transactions D4.
Germany Good overall

quality




Estonia Insufficient Timeliness Coverage compliant
timeliness of Coverage with STPFS
transmission regulation

Improved timeliness
of data transmission]

Ireland Insufficient Methodological Methodological
overall quality description of the national description provided

practices for the ESA 95 Consistency
transactions to be supplied between quarterly
90% criterion D62 (75%). and annual data
Consistency between achieved

qguarterly and annual data 90% criterion
must be ensured. reached

Greece Insufficient Basic sources to be further Revision after twa
overall quality developed and quality years reduced from

improved 3.2% to 0.9% of
Impact of revisions been GDP

significant after two years, Revision in Q4 of 3
and also in the fourth preceding quarters
quarter for the three reduced from 1.9%
preceding quarters. to 0.6% of GDP

Spain Good overall Missing time-series to be Missing series are
quality reported now reported for

1999Q1-1999Q4
(but flagged as
"non-publishable™)

France Good overall Increase the coverage of The coverage of

quality direct sources for D.6R2 D.62 increased to
(85%) 87%

Italy Good overall Further progress expected Average revision

quality as regards the coherewce after 8 quarters
between provisional and reduced from 1.5%
final statistics to 0.3%

Cyprus Insufficient Missing time-series to be Complete time

coverage supplied series delivered
Progress in availability of
quarterly basic sources for
local government.

Latvia Good overall Further progress to he Revision after 8
quality achieved as regards quarters reducef

coherence between from 2.1% to 0.4%

provisional and fina
statistics.

of GDP




Lithuania Insufficient Missing time-series to be ¢ Missing series
timeliness  anc provided transmitted
coverage Timeliness of * Timeliness

transmissions  to be compliant with
improved. Regulation

L uxembourg | Good overall Missing time-series to be e« Missing series have
quality; provided been supplied
Insufficient Progress expected fo + Revisions after two
coverage increase collection of years reduced from

quarterly basic sources for 8.1% to 0.6% of
local government. GDP

Impact of  revisions

significant after two years,

Hungary Insufficient Missing time-series to be ¢ Missing time serie$
coverage an( provided now provided
timeliness Timeliness to be furthgr « Timeliness within

improved. the Regulation

Collection of quarterly deadlines

basic sources from local + Collection of

government. quarterly basig

The impact of revisions sources from local

significant governments has
improved, data arg
timely reported

« Revision in the #

quarter of 3
preceding quarters
reduced from 2.8%
to 0.4%

Malta Incomplete Missing time-series to be ¢ Complete data set
coverage provided. delivered

Netherlands | Good overall Progress expected {o ¢ Ongoing action
quality gradually incorporate

improved quarterly basic
sources.

Austria Good overall Impact  of  revisions, n.visions after 2 yeals
quality significant after two yearg

and also in the 4th quarter

for the three precedin
quarters.

Progress expected in ord

to gradually incorporat
improved quarterly basi
data sources.
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Poland Insufficient Ensure consistengy Quarterly and
consistency between quarterly and annual dats
between quarterl annual data over time. consistent
and annual data Increase the collection of Revisions in ¥

quarterly basic sources. quarter of the 3
Impact of  revisions preceding quarter
significant in the 4th reduced from 1% ft¢
quarter for the three 0.3% of GDP
preceding quarters

Portugal Good overall Further improvement Achieved  almos
quality needed in  collecting complete (97%

quarterly  data  from coverage of the

regional and local municipalities  sub?

government sector and complete
coverage (inc
payment arrears) (
regional governmen
units from 2003
onwards

Slovenia Incomplete Missing ESA 95 Complete data se
coverage transactions to be provided delivered

Slovakia Insufficient Consistency to be ensured Consistency
overall quality between quarterly and between quarterl

annual data and annual dat
D4, D7 and D9 to be achieved
consolidated. Data compiled o
Further improvements accruals basis
expected in estimating D4, D7 and D9
accrual data on a quarterly items consolidated
basis.

Finland Good overall
quality

Sweden Good overall Missing time-series to be Complete data se
quality; reported transmitted
incomplete Progress to be achieved|in D4 consolidated
coverage collecting quarterly basic Revisions after 2

sources, particularly fg
social security funds.
Further improvemen
needed in consolidatin
D.4 both on an annual arn
on a quarterly basis.
Ensure more cohereng
between provisional an
final statistics.
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years reduced fron
1.2% to 0.1%




United Good overall e Ensure coherence between ¢ Coherence betwee

Kingdom quality guarterly and annual data quarterly and annud

e Further develop the data achieved
availability of quarterly
basic sources for loca
government.

)

2. COMPILATION ARRANGEMENTS

Quarterly non-financial accounts for general goweent are compiled by the National
Statistical Institutes in all Member States, excémt Belgium (the National Bank of
Belgium). In a number of Member States, workingug®made up of representatives of the
National Statistical Institute, National Central fBaand Ministry of Finance deal with
quarterly accounts methodological issues (a sinalgproach to that adopted for annual
accounts). Moreover, these working groups oftenlyapaconsistency between quarterly
non-financial and financial accoufit&urostat recommends the constitution of theséelsod
in those cases where they do not exist.

3. ACCESSIBILITY AND CLARITY

Accessibility refers to the physical conditionswhich users can obtain data, i.e. where to
go, how to order, delivery time, and formats focegsing the data. It also indicates whether
data are accompanied by appropriate metadata atlibdotdogical manuals. Eurostat is
currently publishing on its website Member Statdata on taxes and social payments,
which are covered by Commission Regulation (EC) 283%/2000, and the ESA 95
transactions covered by the Regulation (EC) No 12ZR%¥ of the European Parliament and
of the Council of 10 June 2002. Eurostat also shquesterly non-financial accounts for the
general government sector, together with quartdimancial accounts and quarterly
government debt, in an integrated presentation.ebhar, it has improved the presentation
of quarterly government data in New Cronos.

As for dissemination policies at national levele thituation is currently as follows: 19
Member States — Belgium, Bulgaria, Czech Repuliienmark, Estonia, Spain, Italy,
Cyprus, Latvia, Lithuania, Hungary, Malta, the Nathnds, Austria, Slovenia, Slovakia,
Finland, Sweden and United Kingdom - currently mlblquarterly non-financial accounts
for general government, albeit only partially ims® countries (i.e. mainly quarterly taxes
and social payments). A number of Member Statesixeibourg, Poland, Portugal and
Sweden — plan to publish or to further enlargeghbblished data. Published statistics are
usually available on the websites of the Nationtatistics Institutes, mainly in their national
languages. Data are sometimes accompanied by neetadarief methodological notes.

Eurostat has published two manuals on the methggalb quarterly government accounts.
The first edition,Manual on Compilation of Taxes and Social Payments on a Quarterly

% In some Member States such as Belgium, Lithuahia,Netherlands or Luxembourg the same institution
compiles both quarterly non-financial and finaneietounts for general government.
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Basis® was published in 2002 and concentrated on theadions included in Commission
Regulation (EC) No 264/2000. This manual was suppltded by a newManual on
quarterly non-financial accounts for general government which covers all of the remaining
ESA 95 transactions. It has a similar structur@viging methodological guidance and
describing national practices for each of the sediess of general government. This manual
is available to the general public on the Eurostlbsite.

It should be noted that under the terms of the Regulations on short-term public finance
statistics, Member States are required to provide$iat with a description of the sources
and methods used to compile quarterly data anddwige details of any revision of the

initial description when communicating the reviskda.

4, TIMELINESS, COVERAGE AND PUBLICATIONS

Timeliness reflects the time gap between data aiity and the event it describes.
According to the Regulations on short-term puhl@aifce statistics, data shall be delivered
to Eurostat not later than 3 months from the enth@fquarter to which the data relate.

Examining the quarterly transmissions from Marclo@@ March 2008 (2006Q1-2007Q4
data), 15 Member States reported quarterly nomdiis accounts for general government
without delays for all quartetsThey were: Czech Republic, Denmark, Germany, rsto
Ireland, Spain, France, ltaly, Cyprus, Lithuaniajsia, Slovenia Slovakia, Finland, and
Sweden. Other Member States (BelgiuBnlgaria, Greece, Luxembourg, Hungary, Malta,
the Netherlands) had a delay of 3 to 5 days ineastl one of their transmissions. The
Romanian data are transmitted at irregular intsfvathich do not comply with the
provisions of the Regulation (although the situatilhas improved in the latest
transmissions).

Considering the most recent period, the timelinebsdata transmissions significantly
improved over the past 4 quarters, with the nunob@ountries transmitting their data with
delay being reduced to 4.

Regarding the coverage of data transmission, fxestaand social payments (Article 5 of
Regulation (EC) No 264/2000) Member States areirequo deliver quarterly data to
Eurostat starting from the first quarter of 199br Fhe remaining ESA 95 transactions
(Regulation (EC) No 1221/2002, Article 6), quagedata should be transmitted starting
from the first quarter of 1999.

Ireland and Greece still need to report the bacieseovered by the Regulation (EC) No
264/2000. As for the new Member States, the follmacountries provide back series from
the first quarter of 1995: Czech Republic, Latiithuania, and Slovenia Estonia and
Slovakia provide back series from the first quaoet 993, while Malta and Poland provide
these series from the first quarter 1991.

% European Communities (2002), Manual on Compilatibaxes and Social Payments on a Quarterly Basis,
Luxembourg: Office for Official Publications of tl&uropean Communities.

4 Germany and Cyprus report their data well in adeanf the transmission delay set out in the Reiguiat

® Except for the transactiosocial benefits other than social transfers in kind (D62PAY) which is provided
from the £' quarter of 1999 onwards
9



Bulgaria, Cyprus (data starting from the first gaaof 1998), Hungary and Romania do not
provide back series from the deadlines includethenRegulations. For the additional ESA

95 transactions included in Regulation (EC) 122022@he situation substantially improved

from 2006 to 2008. All countries now comply withethequest, except Romania and, to a
lesser extent, Bulgaria, for which a few transaxtioP11l P12 P131, D92 D99REC, total
revenue, gross saving, net lending/net borrowingyeported from the first quarter of 2002

(instead of 1999).

Compliance with legidlation

It can be concluded that the large majority of MemiStates comply with the major
elements of the European Parliament and the Co&egulation (EC) no 1221/2002 and
Commission Regulation (EC) no 264/2000, which folne legal basis for the collection and
transmission of quarterly non-financial accountstifi@ general government.

The coverage of transactions is well achieved bgalntries. However, Romania should
transmit the series starting from 1999 Q1, and &udgshould transmit five variables
included in the legislation for the period 1999 Q2001 Q4.

As for the transmission of back series for the deations covered by the regulation N°
264/2000, Ireland, Greece, Bulgaria, Hungary andn&woa still need to report the data
starting from the 1995 (31Eurostat will contact these countries in a bitateasis in order
to establish compliance work plans.

5. COHERENCE

Coherence of statistics relates to their suitagbitlit be reliably combined in different ways
and for various uses.

5.1. Coherence between quarterly and annual data

In both Regulations it is stated that the quarteidya and the corresponding annual data
shall be consistent (Articles 3 and 4 respectivalyhen analysing the consistency between
quarterly and annual figures, it can be concluded the coherence between quarterly and
annual data improved over the past two years.

For data referring to quarters before 1999, thereain inconsistencies for Denmark and
Portugal for certain transactions.

Concerning data for 1999 and after, inconsistenees found for Denmark for the
transactions D4 in the period. Inconsistencies betwquarterly and annual data are also
found for France for transactions D9 (for 2003) &mdtransactions D62PAY and D7PAY
(for 2007).

5.2. Coherence between quarterly non-financial accounts for general government
and EDP data

® The back series of Cyprus are currently repontethfthe # quarter 1998 onwards. They should be reported
from the first quarter of 1995, in order to be yutbompliant with the legislation.
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The analysis of the coherence between quarterlyfinancial accounts for the general
government and EDP data is undertaken by compatiegannualised net lending/net
borrowing (B.9) from STPFS with the net lending/rmirrowing (B.9) from the EDP
notifications, after adjusting the latter for teatment of interest swaps. This analysis was
made for the years between 2004 and 2007 and drathe of STPFS and EDP notifications
data transmitted at end March/beginning of Aprid20

The comparison shows good consistency betweennimgaiised net lending/net borrowing
(STPFS B9) and the net lending/net borrowing frodPEnotifications, adjusted for swaps.
STPFS B9 and EDP B9 are fully consistent over 220d7 for most Member States (23 out
of 27).

While there was a perfect match for a majority ofimtries, there were deviations for
Denmark and Estonia, and to a lesser extent Fra@nsdtria and Romania. For Estonia and
Romania these deviations generally reflected reeecbunting changes made by these
Member States not yet reflected in quarterly actoubeviations for the United Kingdom
are fully accounted for by Eurostat's amendment T@)M France provided a revised and
consistent data set on 15 May.

5.3. Coherence between provisional and final statistics

The average revision of a value after two yeags aifter eight quarters, was analysed in both
absolute and nominal values to assess whetheiirt@lestatistics differ significantly from
the provisional onés

For those Member States that show significant rewssin this period, reference is made to
the ESA 95 transactions that have significantlyuiericed either total expenditure or total
revenue (or both). This indicator helps in assegs#ie impact of revisions, particularly the
volatility of net lending/borrowing B.9, which is prominent balancing itefn Several
factors affect revisions. For quarterly statistiosse are related not only to the availability of
final annual accounts but also to other factorhagupdating, quality reviews, changes in
data sources or methods, ESA 95 conceptual adjasiimetc. One important aspect of both
Regulations is that direct sources must be useadorpiling non-financial accounts for
general government and no seasonally adjusted efgare to be transmitted to the
Commission (raw data).

In summary, it was observed that the absolute geeravision of B.9 varies between 0.1%
and 0.2% of Gross Domestic Product (GDP) for BelgiuGermany, France, Cyprus,
Lithuania, the Netherlands, Sweden, and United #&omg. A second group of Member
States - Finland, Ireland, Italy, Denmark, Portudgllgaria, Poland, Romania, Slovakia,
Austria, and Latvia - shows an absolute averagesicevover two years of between 0.2%
and 0.5% of GDP. A third group shows an absolueraye revision higher than 0.5 % of
GDP; this group includes the Czech Republic (0.8%)embourg (0.6%), Slovenia (0.6%),
Hungary (0.8%), Estonia (0.8%), Greece (1%) andt®él%). The arithmetic average
revisions of the values two years later tend towslao lower impact of revisions. The

" Average difference of the following: fourth quar007 minus fourth quarter 2005, third quarter 2@@nus
third quarter 2005, second quarter 2007 minus skgoarter 2005, first quarter 2007 minus first ¢esar
2005, fourth quarter 2006 minus fourth quarter 2@B#d quarter 2006 minus third quarter 2004, selco
guarter 2006 minus second quarter 2004, first gu&2@06 minus first quarter 2004.

8 The question of revisions is further analysed uiitéen 6, accuracy and reliability.
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Member States presenting the most significant @eeravisions over this period have been
Estonia (0.4%), Slovakia (0.3%), Malta (-0.9%8lovenia (-0.6%) and Hungary (-0.8%).

The absolute average revision of B.9 significardgcreased over the past two years,
reflecting the improved accuracy of the data. le tjuality report published in 2006, six
Member States (Greece, ltaly, Latvia, Luxembourgstda and Sweden) had an absolute
average revision of B.9 higher than 1% of GDP, whsrin the present report, the highest
value of the absolute average revision is 1% of GDP

The aim in compiling those statistics would be taimize, for each quarter, the differences
between the initial estimates and final figuresthAugh no similar quality assessment is
being made for annual statistics, since 1999 threvmeighted average of absolute revisions
in the annual deficit ratios of Member States haenb0.27% of GDP after six months,
0.34% after one year and 0.43% after 18 months.

5.4. Coherencebetween Financial and Non-Financial Accounts

From December 2005 all Member States have to detivdcurostat a complete general
government dataset, comprising expenditure, reveanee deficit on the one hand, and
transactions in financial assets and liabilitiestloe other. The deficit is in theory equal to
the net financial transactions (i.e., the “abowe lihe” is equal to the “below the line”). In
practice, source data issues, compilation issuek iastitutional arrangements lead to
differences, often called “statistical discrepantyie discrepancy between the non-financial
and the financial accounts). Whilst the discrepaiscfggenerally) noticeably lower for the
general government sector than for other sectorshefeconomy, different statistical
approaches exist currently in Europe: some fisoalpilers show the discrepancy to its full
extent, while others reduce or eliminate it duting statistical compilation process. Eurostat
initiated work in 2005 on this topic in order tcsass national practices and to propose best
practice, and this work continues.

When looking at theverage discrepancy as a share of quarterly GDP (from 1999 Q1 to
2007 Q4) it can observed that 23 Member Statesdbf6 available) recorded an average
discrepancy of between -0.2% and +0.2% of quarteipP. Of these, 14 Member States
exhibited an average discrepancy at around 0% eftely GDP: the Czech Republic,
Denmark, Germany, France, ltaly, Cyprus, Lithuatieg Netherlands, Poland, Portugal,
Romania, Slovenia, Slovakia, and the United KingdBscontrast, for Greece and Sweden
high average discrepancies can be observed, at @8éo0-0.9% of quarterly GDP
respectively.

When concentrating only orecent quarters (2004 Q1 to 2007 Q4), 22 Member States
recorded araver age discrepancy of between -0.2% and +0.2%, including Greece. FRuhla
shows a discrepancy of -0.3%. Ireland has a diso@pof 0.4% Q-GDP while Austria and
Sweden show a discrepancy of -0.6% of Q-&DMiscrepancies are higher when looking
at the most recent quarters for Estonia, Latvidhuania, Austria (disregarding the
reclassification issue mentioned in footnote 10 th&crepancy for Austria decreased),
Romania and Finland.

° A minus sign means increasing deficit figures.

% The case of Austria is explained for some rediassions made during the last transmission. TKis i
expected to be resolved in future data transmission
12



The analysis of thetandard deviations of the divergences for the whole period shows that
18 Members States recorded a total standard dewiaigher than or equal to 1% of Q-
GDP. This result signals a significant volatilitiytbe discrepancies for a significant number
of countries.

When concentrating orecent quarters, 11 countries had standard deviation under 1%
of GDP: the Czech Republic, Denmark, Germany, Ggjptithuania, the Netherlands,
Poland, Portugal, Romania, Slovakia, and the Unikdgdom. For Lithuania, the
Netherlands and Portugal this means that the mygstritant statistical discrepancies mainly
concern back data. The median of the standard titaviacross Member States is 1.5 %.

The analysis of thabsolute discrepancy reveals that 10 Member States had an average of
the absolute discrepancies below or equal to 1%uaiiterly GDP: Belgium, the Czech
Republic, Cyprus, Lithuania, the Netherlands, Paj&ortugal, Romania, Slovakia, and the
United Kingdom. 12 Member States have shown anageciof absolute discrepancies
between 1% and 2.5% of quarterly GDP: Bulgariaphist Ireland, Spain, France, lItaly,
Latvia, Hungary, Malta, Austria, Slovenia, and Bmd. Germany and Denmark recorded an
absolute discrepancy of 0% over the whole periado Member States had an average of
absolute discrepancy exceeding 2.5% of quarterly Giweden and Greece.

When looking at theseasonality of the discrepancy over the whole period (1999 Q1 to
2007 Q4), there is a clear seasonal pattern (tbeage is above two times of the standard
deviation) for Spain in all quarters. For some otklember States, seasonality might exist
although it is less marked: Belgium, Bulgaria, GygrHungary, Austria, Slovenia, Sweden,
and the United Kingdom. For the remaining Membetté&}, there is no noticeable seasonal
pattern. Germany and Denmark have not been includedhis analysis, as their
discrepancies are set to zero over the whole period

6. COMPARABILITY OVER TIME

The purpose of comparability is to measure the ohpé differences in applied statistical
concepts and measurement tools/procedures wherstisgatare compared between
geographical areas, non-geographical domains, er time. Regulation (EC) 1221/2002
provided a transitional period for those Membert&tavhich were not able to use the
sources and methods and/or to follow the timetddieg down in the Regulation. “Best

quarterly estimates” were to be transmitted iritjalgradually incorporating new

information that became available during the preagscompiling an improved system. The
transitional period ended on 31 March 2005 (Artia{é)).

Most Member States have not reported brakksthe time-series during the transmission
period. Exceptions were the Czech Republic (newtqtlg data sources were incorporated
starting in 2003), Spain (new benchmark year siguith 2000), Poland (new methodology
applied in 2004) and Portugal (new quarterly datarcees were incorporated starting in
2003; revision of back data is an ongoing action).

1 Breaks in statistical time series occur when thigre change in the standards for defining and robep a
variable over time. Such changes may be the re$ut single change or the combination of multiple
changes at any point in time of observation ofwhgable. The specific causes of breaks in a $tals
time series include changes in classifications udefinitions of the variable, coverage, einn QECD,
Glossary of Satistical Terms).
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1. ACCURACY AND RELIABILITY

7.1. Coverage of data sources

Regarding the use of data sources, Article 3 of @@sion Regulation (EC) No 264/2000

states, on the issue of taxes and social paymatsguarterly data shall be based on direct
information available from basic sources, such @sexample from public accounts or

administrative sources, representing, for eachgoaye at least 90% of the amount of the

category. Regulation (EC) 1221/2002, which covdirtha remaining ESA 95 transactions,

specifies that quarterly data shall be based aasfaossible on direct information from basic
sources, with the objective of minimising, for eagplarter, differences between the initial

estimates and the final figures, when relevant.

Most Member States meet the 90% criterion for taa@s$ social payments, particularly for
taxes (D2, D5, and D91). The social benefit catedd62) causes more difficulties, in
particular for Belgium (89%) and France (87%).

The direct information requirements in Regulati&C) 1221/2002 are not as strict, though
it is stated that quarterly data shall be baseahash as possible on direct information. The
situation is different from one Member State to taeg and some - Belgium, France,
Ireland, Latvia, Lithuania, Luxembourg, Hungarydeé&weden - point to some difficulties in

using direct basic sources for compiling quart&8A 95 transactions.

7.2. M ethodologies and assumptions used in the estimates of statistics

Both Regulations specify that direct informationakkhbe completed by coverage

adjustments, if needed, and by conceptual adjusgmerorder to bring quarterly data in line

with ESA 95 concepts. Adjustments are needed inMainber States for estimating

quarterly non-financial accounts for the generalegoment sector, especially for those ESA
95 transactions covered by Regulation (EC) 12212200e problem of data availability is

mostly related to local government (for exampleBalgium, Luxembourg, Austria, and the

United Kingdom) and/or to specific units in genegalernment.

The extent to which statistical models are usedetimating missing figures varies across
Member States. These models have been develoflgium, the Czech Republic, France
and Italy using basic sources as indicators arfdfe@casts. Some countries adopt a mixed
approach based on the codification of quarterlyicoasurces into ESA 95 transactions,
similar to the methodology followed in annual aatsy with missing figures being
estimated.

7.3. ESA 95 conceptual adjustments

As stated above, conceptual adjustments are todu nm order to bring quarterly data in

line with ESA 95 concepts. Most of the adjustmentgle in quarterly accounts of general
government are similar to those made in annualuadso They follow ESA 95 principles as

regards time of recording, so whenever basic ssui@® on a cash basis, accrual
adjustments are implemented where necessary (nfainigxes and social contributions).

74. Revisions of statistics

In order to provide a quantitative analysis onsmns, the indicator used was the revision in
the fourth quarter of the three preceding quafters 2004 to 2007, for each of the ESA 95
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transactions. The findings below describe the imphaevisions in B.9 (Net lending/net
borrowing).

For 16 countries (Belgium, Cyprus, Estonia, Denmdglermany, Spain, France, ltaly,

Austria, Lithuania, the Netherlands, Portugal, &, Slovenia, Sweden and the United
Kingdom), the absolute average revision of thedlpeeceding quarters conducted in the
fourth quarter changed B.9 by between 0.1% and @R2%DP?. For a second group of

countries (Bulgaria, the Czech Republic, Malta &ualand) these revisions varied from
0.2% to 0.3% of GDP. The countries with the higlasrage revisions on B.9 were Greece
(0.6% of GDP), Luxembourg (0.5% of GDP), HungargjJia, Ireland and Slovakia (0.4%

of GDP).

The bias when analysing the arithmetic averageegalas less than 0.5% for all countries.

The magnitude of these revisions is not very sigaift, given that 16 Member States
revised the three preceding quarters within thellsmgerval 0.1%-0.2% of GDP on

average, which shows a very significant improvementomparison with the situation in
2006.

8. Conclusions and recommendations

Significant progress has been achieved since thécption of the first quality report in
2006 and quarterly non-financial accounts for geheovernment have been further
developed since the first transmissions. This hia® &#een recognised by important
institutional bodies such as the Economic and KidrCommittee (EFC). Data for most
countries are of good quality and useful for anedjt purposes, and they are now
disseminated. However, a number of countries havenplement specific measures for
improving the quality of the reported data. In saases, the identified lack of quality of the
data is linked to the fact that a Member Stateainfy to comply with its Community
obligations.

The observed revisions are similar to those of rotleort-term (quarterly) statistics.
Moreover, their magnitude has substantially dinfiats over the past two years, as national
compilers have become more familiar with the traissian of these data. The publication
of quarterly non-financial accounts for general ggovnent is being promoted, through
various channels and with appropriate guidancestwsu This means providing appropriate
metadata to reflect national practices and to wesgrs of the volatility of these quarterly
figures, particularly for certain Member Statesbluation has been a stimulus for quality,
and Eurostat started to disseminate these stat@tithe beginning of 2006 in consultation
with Member States. A major step forward was thesentation of quarterly government
finance statistics in an integrated template. Bepee shows that, at national and European
level, users are becoming more familiar with thesatistics, and more accustomed to
dealing with the volatility of quarterly statisticand are developing a better understanding
of them over time.

Finally, Eurostat reports to the EFC on the avditgdand quality of quarterly non-financial
accounts for the general government (it is one h@f Principal European Economic
Indicators) in the framework of the updates of B#C Status Report. Moreover, these data

'21n the case of Germany the described revisiorcatdr lies within the small range of 0.1% and 0 @GDP
only because the final annual accounts for conp@8A PFS are available later than in the 4th quarter
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are essential for the compilation of quarterly Ea@an sector accounts. The last EFC Status
Report, adopted by the ECOFIN Council on 13 Noven2®€7, notes thatthe compilation

of quarterly non-financial accounts for the general government confirmed the improvements

in timeliness and coverage recorded in 2006, meeting the targets set in the joint report of

the Council and the Commission of March 2003. Eurostat releases data for a significant
number of Member Sates, although some countries still restrict the publication by Eurostat

of these data for some quarters or variables, and those countries are asked to lift these
reservations’. Eurostat will report on these issues to the BER@ to the ECOFIN Council, in
the context of the 2008 EFC Status Report.

It is recommended that this assessment be contiouedtime in order to monitor further
progress achieved by Member States and to impravalityy Some more specific
recommendations by Member State are described below

Member An effort should be made on:

State

Belgium * The coverage of direct sources for D62 increas&9%, which is
close to 90% criterion set out in the Regulation

Bulgaria * Provision of whole time series for variables P112 AA131,

D92_D99REC, B8G, B9,
» Coherence with quarterly financial accounts

* Provision of back series for transactions covered the
Regulation (EC) No 264/2000

Czech » Impact of revisions after two years could be furtiegluced

Republic

Denmark * Consistency with annual data, in particular forns@ctions
D4PAY and D4REC

Germany « Maintain the good data quality currently achieved

* Remove, as requested by the EFC, the reservationsthe
dissemination of data for all variables and quarteight after
their transmission

Estonia * Further improvement of the impact of revisions

Ireland » Consistency with financial accounts
* Provision of back series for transactions covered the
Regulation (EC) No 264/2000

Greece  Provision of back series for transactions covered the
Regulation (EC) No 264/2000

« Coherence with financial accounts (discrepancies)

» Further improve the impact of revisions

Spain « Coherence with financial accounts (seasonalithefdiscrepancy
 Provision of back series for transactions covered the
Regulation (EC) No 264/2000
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France » Coherence with annual data for the first STPFSstrassion of
year which occurs at end March.
» Coherence with financial accounts
* Increase the coverage of direct sources for D.826(8
« Remove, as requested by the EFC, the reservationsthe
dissemination of data for all variables and quarter
Italy * Maintain the good data quality achieved
» Report more frequently information on major events
Cyprus * Provision from 1995Q1 of back series for transaxstioovered by
the Regulation (EC) No 264/2000
* Progress in availability of quarterly basic sourdes local
government.
Latvia » Further reduction of the impact of revisions
Lithuania » Further improve consistency between quarterly anmiial data for
all transactions and all years
L uxembourg » Further reduce the impact of revisions
Hungary « Coherence with financial accounts
» Impact of revisions could be further reduced
Malta » Further improve the impact of revisions
Netherlands » Gradually incorporate improved quarterly basic sesar
Austria e Gradually incorporate improved quarterly basic sesr
Poland * Improve timeliness of data transmissions
Portugal » Lift the publication restrictions over the perio89PQ1-2002Q4
for transactions covered by the Regulation (ECJ1IR®1/2002
Romania » Provide series covering the period requested bRégulation
» Ensure coherence with annual data
* Improve timeliness
Slovenia » Further decrease the impact of revisions aftery@ars
Slovakia » Further reduce the impact of within year revisions
Finland * Maintain the good data quality achieved
Sweden » Consistency with financial accounts (discrepancies)
United » Further develop the availability of quarterly basaurces for local
Kingdom government

Persons to contact:

Anatole TOKOFAI, Eduardo BARRECAPELOT
Eurostat — Unit C5 — Validation of Public Accusi
Tf +352 4301 35402
Anatole.Tokofai@ec.europa.eu
Eduardo.barredo-capelot@ec.europa.eu

17



