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1 Overview of the system of accounts

1.1

Introduction

1.1.1

MAIN APPROACHES USED

In Spain the annual estimates of Gross Domestic Product (GDP) at current market prices
are obtained from the perspective of both production and demand, as well as from that of
the primary distribution of income.

This process is based on the SUT compilation for definitive estimates. In advance and
provisional estimates, the three approaches are also compiled and balancing process is
performed albeit with at a lower level of detail.

Besides, every five years and, when a benchmark revision is disseminated, for year that
becomes definitive, the input-output framework is presented fully as the supply and use
tables are the input-output tables are compiled and disseminated.

The first results after a reference period offered by the Spanish national accounts are the
Quarterly National Accounts: main aggregates (QNA) that are published with an
approximate a thirty days lag.' The QNA form an integral part of the System of National
Accounts of Spain, and therefore are consistent, both methodologically and numerically,
with the other parts of the system of accounts. Because of this consistency, based on the
estimates of the four quarters (by sum or average, as appropriate to the nature of the
aggregate) as at the end of January of year t, there is a first annual estimate of the GDP of
year t-1 and of its supply, demand and income components (in addition to employment).
This estimate is revised at the end of March, when also Quarterly Sector Accounts for the
fourth quarter are released.

Although in January of year t, this first available estimate of the reference year t-1in terms
of quarterly national accounts does not offer a very high degree of detail regarding the
aggregates from supply, demand and income, the three approaches are balanced and
there are no statistical discrepancies between them.

Actually the first estimate of national annual accounts is published around eight and a half
month after the end of the reference period, in mid-September? and covers a period of
three years, from t-1 to t-3. In this series the former estimates from the reference year’s t-
1 to t-3 are revised, due to the incorporation of new statistical information which is
available from the last completed year and the performance of the balancing among the
three approaches to GDP with a more detailed level.

In fact, the level of detail at which the process is performed and offered in the accounts is
greater for the earlier years, so that by the year t-3 the supply and use tables are prepared

' The exact dates of publication of short-term statistics throughout year t are published on the website of the National Statistics
Institute in November of the year t-1

? In November of the year t-1, the calendar of structural statistics (those with frequency of up to one year) for the year t is published
with information on the month of publication. Later, at least two months in advance, the exact date of its release is made public.
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with the breakdown of 124 activities and around140 products in all aggregates except for
non-market industries, with 119 products. The published breakdown level consists of 81
industries and 110 products.

The publication of all the series of national non-financial accounts and regional accounts
for which the National Statistics Institute is responsible is carried out through its website
(www.ine.es).

In particular, the publication of the series of annual national accounts® includes, in addition
to the disaggregation of the GDP from the perspective of supply, demand and income (as
well as detailing the labour input in the economy), the breakdown of transactions from
which the Gross National Income and National Net Disposable Income is obtained; the
integrated accounts and detailed annual accounts and balanced sheets of non-financial
assets for the institutional sectors; the input-output framework (supply and use tables and
input-output tables). Finally, this publication is completed with a series of detailed results
regarding certain transactions: aggregates by industry, classification of final consumption
expenditure of households by purpose, matrices of gross fixed capital formation by
industry and asset, balance sheets of non-financial asset by industry and detailed results
for the government sector (accounts by subsector, contributions and social benefits by
type and institutional sector, final consumption expenditure of government sector by
component and subsector, consolidated expenses and revenues of the government sector,
current transfers between government sector bodies, classification of government sector
spending by COFOG functions and taxes by subsector). All this detailed information helps
with the preparation of the macroeconomic analysis by users based on the annual national
accounts.

1.1.2 GEOGRAPHICAL COVERAGE

From the point of view of political and administrative organisation, Spanish territory is
divided into seventeen autonomous communities (fifteen on the mainland and two island
groups, the Balearic Islands and Canary Islands) and two autonomous cities in North Africa
(Ceuta and Melilla).

However, from an economic perspective, Spanish territory also includes:
9 Free trade zones under Spanish customs control.

1 The national airspace, territorial waters and the continental shelf lying in international
waters over which the country enjoys exclusive rights.

9 The territories in the world used by the Spanish government bodies under political
agreements with the governments of the countries in which they are located

9 Deposits in international waters beyond the continental shelf of the country exploited
by units resident in the territory.

These seventeen geographical territories (plus the extra-regional territory) correspond to level
two of the NUTS classification (Nomenclature of Territorial Units for Statistics) for the Spanish
territory*

? https://www.ine.es/dyngs/INEbase/es/categoria.htm?c=Estadistica_P&cid=1254735576581

4Regulation (EC) No 1059/2003 of the European Parliament and of the Council of 26 May 2003 on the establishment of a common
classification of territorial units for statistics (NUTS), amended by Regulations No. 1888/2005; No. 105/2007; No. 176/2007, No.
31/2008
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The Spanish national accounts meet this definition of the national economy established
by ESA 2010

1.1.3 ORGANISATION AND RESPONSIBILITIES OF INE

The broadest range of legal reference made in Spain to statistical activity is to be found in
the Spanish Constitution of 1978, which, in Article 149. 1. 31 provides that the State has
exclusive jurisdiction over statistics for state purposes. For its part, Law 12/1989, of 9 May,
on Public Statistical Services (LFEP), regulates statistical activity for state purposes under
the terms envisaged in Article 149. 1. 31. This law sets out the principles governing
statistical activity, regulates the collection of data, its storage and the dissemination of
results, institutes the conditions under which response is obligatory, regulates statistical
secrecy, introduces the planning of statistical production and regulates the executive and
advisory actions of statistical institutions.

The Statistical System of the Central State Administration is responsible for compiling
official statistics of the Spanish State (statistics for state purposes), as well as official
statistics of the European Statistical System (European Statistics).

Thus, Law 12/1989, of 9 May, on the Public Statistical Services (LFEP) is the basic legal
regulation for exercising statistical activity in the Central State Administration. According
to the LFEP, public statistical services for the Central State Administration are undertaken
by the National Statistics Institute, its units within ministerial departments and any other
public entities under it which have been entrusted with that function, and the Higher
Council of Statistics. To these must also be added the following bodies: The
Interministerial Statistics Commission and the Interterritorial Statistics Committee.

The National Institute of Statistics (INE) is an autonomous administrative body, with
judicial personality and its own assets, which is attached to the Ministry of Economy,
Trade and Business through the Secretariat of State for the Economic Affairs and Business
Support. It is essentially governed by the Law on Public Statistical Function (LFEP, in its
Spanish acronym) of May 9, 1989, which regulates statistical activity for state purposes,
which is the exclusive competence of the State, and by the Statute approved by Royal
Decree 508/2001 of May 11°.

The Law grants the National Institute of Statistics a prominent role in public statistical
activity, expressly entrusting it to carry out large-scale statistical operations, including
national accounts.

Also, the law gives the INE competence over the elaboration of the National Statistical Plan
project and the Annual Programs that accompany it. The National Statistical Plan is the
main ordering instrument for the statistical activity of the General State Administration. It
has a validity of four years. The Plan contains the statistics that must be compiled over the
four-year period by the services of the General State Administration, or by any other
entities dependent on it, and those to be totally or partially carried out with the
participation of the autonomous communities and local corporations through cooperation
agreements with state statistical services or, where appropriate, in execution of the legal
provisions. All the statistics included in the National Statistical Plan are considered
statistics for state purposes and are mandatory.

The National Statistical Plan is approved by royal decree. Once approved, it will be updated
through the annual programs for its execution, which are also approved by royal decree.

® Consolidated text (last modification on March 26, 2015).
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The Annual Program includes the actions to be carried out during the year in which the
National Statistical Plan is executed, and the forecasts that must thereby be incorporated
into the General State Budgets.

Moreover, the law attributes the INE with the following functions: formulation of the
National Statistics Plan with the collaboration of Ministerial Departments and the Central
Bank; the proposal of common regulations on concepts, statistical units, classifications
and codes; and relations on statistics with specialised International Institutions and in
particular, with the European Union Statistics Office (EUROSTAT).

Furthermore, as it was mentioned before there are other collegiate bodies with significant
competences in statistical matter as: the Higher Statistics Council, the Interministerial
Statistics Commission and the Interterritorial Statistics Committee. In all of them the INE
plays an important role. INE is also responsible for compiling the Electoral Census.

The current organisation of the National Statistics Institute (INE) is governed by its Statute,
established by Royal Decree 176/2015 of 13 March, amending Royal Decree 508/2001.

This Statute (Article 2.2.) also provides that the National Statistics Institute, for the purpose
of developing its technical competencies and to ensure the preservation of statistical
secrecy, shall enjoy the necessary functional capacity to guarantee its operational
impartiality. It shall ensure compliance with the principles set out in Article 2 of Regulation
(EC) No 223/2009, of 11 March 2009, of the European Parliament and the Council, on
European statistics and their subsequent development in the Code of Good Practice of
European Statistics.

According to the Statute of the INE, the Department of National Accounts is dependent on
the Presidency of the National Institute of Statistics (INE) and is ranked as a General
Subdirectorate. It is charged with the development and implementation of statistical
operations of national and regional accounts run by the INE and by the representation of
INE in the fields of national and international discussion and decision-related tasks within
its competence of Directors of the INE.

According to the current National Statistical Plan, the INE (and so the National Accounts
Department) is responsible for the preparation and dissemination of all statistical operations
that make up the national and regional accounts system, both annual and quarterly, with the
exception of the Public Administration Accounts, which are overseen by the General
Intervention of the State Administration (IGAE), and the financial accounts of the institutional
sectors of the national economy, which correspond to the Bank of Spain.

Statistical operations of national and regional accounts entrusted to the Accounts
Department have always been part of the various versions of the National Statistical Plans
since its inception. Currently, these operations, according to the last National Statistical
Plan 2021-2024 are:

- Annual National Accounts: main aggregates

- Annual National Accounts: aggregates by industry
- Annual Non Financial Sector Accounts

- Supply and use Tables

- Input Output Tables

- Quarterly National Accounts (main aggregates)
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- Quarterly Non Financial Sector Accounts
- Regional Accounts
- Pensions Table

In addition to these National Accounts System products there are also other operations
that carried out at the Department of National Accounts of the INE:

9 Indices for the Regional Distribution of VAT and Excise Duties on Beer, Alcoholic
Beverages and Products Derived Thereof and on Intermediate Products

9 Survey on Intermediate Consumption and Investment

9 Calculation of the weighted average VAT rate for the annual estimate of the VAT
resource base and contributions to the EU budget

1.2 The revision policy and the timetable for revising and finalising the
estimates; major revisions since the last version of the GNI inventory

1.2.1 THE REVISION POLICY AND THE TIMETABLE FOR REVISING AND FINALISING THE ESTIMATES

The statistical products that can be considered as a part of the system of national accounts
provide a quantitative description of the whole (national or regional) economy, its
components and its relations with other economies over a period of time. Their
compilation involves the use of a large number of basic statistical sources whose
availability, characteristics, composition and quality varies over time.
This dependence that the national accounts have on basic statistical information
determines that the estimates of the different operations and aggregates are subject to a
routine revision process and also to disaggregation until they become final. Therefore, the
more short-term and aggregated the base information is, the more provisional the
estimation of the national and regional accounts is.

In this context, we must bear in mind that almost all of the sources of statistical information
used for the compilation of national accounts, which are detailed in the chapters of this
inventory guide, come under the aegis of the Spanish National Statistical Plan and the
Annual Development Programmes of that Plan, which, like national accounts themselves,
are mandatory and whose publication schedules are previously set and approved by the
applicable Royal Decree. Therefore, there is no risk that the information from these data
sources will not be available for the compilation of the national accounts and the estimates
of Gross National Income.

Thus, in general, the process of compilation of the national accounts of a given year would
be:

Until mid-June, estimates are especially focused on the year t-3, and more specifically on
the preparation of the complete supply and use table and the compilation of the accounts of
the institutional sectors for this year since all the statistical information for that reporting
period is already available at that time. From now on, it is worth noting that, also supply and
use tables at previous year’s prices for t-3 are being simultaneously compiled. From the
moment in which there is data from structural statistics (between March and April for the
construction industry, and from mid-June for the rest of the industries), work is done on
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the provisional estimate of the reporting year t-2. Production and generation of income
account are compiled for most of the industries, and the preparation of the accounts of the
institutional sectors begins. Validation of the t-2 data also takes into account the supply-
use balances of t-3. Although almost all the structural statistical sources are available and
work is done on the corresponding supply-demand-income balances, the components of
the supply and use tables are not estimated in full, and therefore this estimate is
considered as provisional.

In mid-August, once the results of the Public Sector Accounts developed by the IGAE for
the years t-2 and t-1 are known, it is possible to start closing the process of estimating the
year t-2 (provisional) and begin to address the estimation of t-1 (as an advance).During the
first week of September, the estimate of t-1 is completed, and the relevant comparisons and
analyses are made of the series of years: t-3 (final estimate), t-2 (provisional estimate) and t -
1 (advance estimate), including the main aggregates of supply, demand and income, the
employment data, and the annual production and generation of income accounts of the
institutional sectors. The development of the series of the primary distribution account for the
income of the economy as a whole is also completed.

In the second week of September, the national publication of the main results is prepared.
In the second half of September the preparation non-financial accounts of the institutional
sector is completed and the Quality report of the Gross National Income is drafted. This
report is transmitted together with the GNI questionnaire by the 30th of September, in
accordance with article 2(2) of the European Parliament and the Council Regulation
2019/516 on the harmonization of gross national income at market prices and repealing
Council Directive 89/130/EEC, EURATOM and Council Regulation (EC, EURATOM) No
1287/2003 (GNI Regulation).

Thus, taking the above into account, the revision of the estimates of the Spanish National
Accounts is limited to a period of three years. Throughout this period there are four
different estimates of the same accounting year, three in terms of Annual National
Accounts, until the estimate of a year t becomes final.

The following table summarizes the timetable for publication of the various estimates:

. .. A i
Estimate of year t Publication date pproxima
te lag (1)
In terms of the Quarterly January(advance)/March gpproxg:)\/gg
National Accounts (revised) of t+1 M
days
Annual National  Accounts 8 and a half
September of t+1
(advance) months
Annu.al‘ National Accounts September of t+2 20 and a half
(provisional) months
Annual National  Accounts 32 and a half
. September of t+3
(final) months

(1) Regarding the end of the reporting period (year t)

Regarding the detail of the information provided for each of the reference years, it is
greater in those which are final than in those with a provisional or advance nature. The
final estimate includes full information on the supply and use tables and, every five years
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from the base year and when the results of a benchmark revision are published, the input-
output table of the economy?®.

1.3 Outline of the production approach

1.3.1 INTRODUCTION
Obtaining GDP in terms of output or supply is performed using:

- Gross value added at basic prices of the industries calculated as the difference
between output and intermediate consumption.

(+)

- Taxes on products
(=)

- Subsidies on products

1.3.2 FRAMEWORK, STATISTICAL SOURCES AND VALUATION

SNA attempts to use direct methods in all its estimates, in other words, methods based on
information sources that refer specifically to the year for which the estimate is made. The
sources have to comply with the statistical requirements that guarantee that they are
representative and complete.

In relation to this aspect, the coverage of the sources, it should be pointed out that the
compilation starting point is to identify the producer units. The reference framework for all
the official economic statistics is the Central Business Register (DIRCE) produced by INE:
Since 1993, this directory has been the framework within which all of the economic
statistics of the INE have been compiled.

The DIRCE contains economic information on resident enterprises, their constituent /legal
units, the local units where economic activities are carried out and the enterprise groups
in which the enterprises operate.

Important characteristics recorded in the DIRCE for the units are:
9 Identification characteristics: ID numbers, names, addresses
9 Demographic characteristics: Date of commencement/cessation of the unit

9 Economic/stratification characteristics: Economic activity (NACE), employment,
turnover, legal form

9 Information on control and ownership relations

This infrastructural tool provides solutions for the National Statistical system under
different formats:

1 Outputs: Central frames serving for the preparation and co-ordination of economic
surveys; central reference for statistical analysis of the business population.

® As it happened with reference years 2015 and 2016.
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1 Products: Representative samples for the business surveys and official dissemination
of aggregates.

1 Services: A big variety of tailor-made requests, formulated by internal and external
users.

The DIRCE covers units which, wholly or partially, exercise an economic activity. There are
no restrictions regarding the geographical coverage, the size or the legal form of the units.
The special nature of DIRCE makes it possible to ensure that no economically active units
that figure in the taxation and/or social security records are missing from these statistical
records. In other words, the DIRCE is exhaustive with respect to those units that are
economically active. The DIRCE is annually updated and this process affects to the whole
population. During each cycle, a structured chain of treatments derived for the input
sources is applied. This work plan involves validation rules, editing or improving
processes, transformation procedures and adoption of statistical standards. A set of 28
sources is annually received and used in different stages during the maintenance process.
So, once the reference framework for the producer units is available, the following step to
be taken prior to describing the estimates of GDP is to delimitate the producer units, and
thus the industries, drawing a distinction between market and non-market categories. In
fact, the sources and methods used in estimating the non-market producer units and
industries do ensure that such a delimitation is adequately provided.

The organization responsible for the compilation of Public Administration Accounts and
therefore for the application of ESA2010 criteria to delimitate this sector is the Audit Office
(IGAE, Ministry of Finance). Significant private non-profit institutions serving households
are classified as NPISH or non-financial corporations depending on whether they are
identified as market or non-market producer in National Accounts and non-profit
institutions serving business are classified as non-financial corporations. Moreover, with
regard to non-profit institutions serving households, the delimitation of this sector has
been carried out by a working group formed by Business Register and National Accounts
experts.

It is also necessary to take into account that all unincorporated enterprises are classified
as non-financial corporations. Thus, quasicorporations are not identified in the Spanish
National Accounts.

In the Spanish economy, two kind of SPEs are identified:

- Issuing Preferred Shares Entities: data are obtained by the Central Bank from markets
(when a new issuer appears Commercial Register is consulted).

- Foreign Values Holding Entities, which are identified by the Central Bank from data
on external transactions.

Regarding the type of statistical units used in the production approach, for the institutional
sector accounts the relevant unit is the institutional unit and for the industry approach is
the Local KAU (Kind of Activity Units).

However, in practice, and depending on the availability of data from basic statistical
sources, the units used in the production approach for national accounts and both
approaches may be the legal unit.

Regarding the sources used, in the case of the institutional sector of the Financial
Corporations (S.12), estimates come from business accounts of financial institutions
(S.121 and S.122) and other kind of entities (S.123, S.124, most part of S.125 and S.126
subsectors) which are provided by the supervisor organisms and the Central Balance
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Sheet of the Central Bank (the rest of entities of S.126 and S127 subsectors); for subsectors
S.128 and S.129, information provided by the Insurance and Pension Funds Directorate
(accounts of the insurance companies) of the Ministry of Economy, Trade and Business. For
General Government sector (S.13), Spanish National Accounts integrates the General
Government Accounts results, which are compiled by the Audit Office from public
accounting of Central Government units, accounts of public corporations and information
provided by Autonomous Communities and Local Governments.

Non-financial Corporations (S.11) and Households (S.14) sector data come, basically, from
a great variety sources already explained in detail in chapter 10: Structural Business
Statistics, Accounts for Agriculture, Silviculture; Income and Corporation Tax, Ad hoc
surveys, etc.

Finally, NPISH (S.15) data come from individual accounts of a representative sample of
units. The valuation criteria adopted by SNA strictly follow the rules of ESA2010:

i) Market output.

This is valued at basic prices. Where the sources of information do not follow this criterion,
there will be a need to carry out suitable adjustments in order to obtain this valuation.

As it is pointed out in the next section, when the sources of information are defined in
terms of companies’ accounting systems, there is a need to re-express the data in terms
of the national accounting system, by means of an intermediate conversion system.

i) Output for own final use.
Valuation of output for own final use has been handled by a specific calculation.
iii) Work-in progress.

In order to correctly valuate inventories of work in progress, semi-finished goods or
finished goods, a specific research has been carried out under Action Point A4.

iv) Other non-market output.

The starting point for the definition of this type of output is the delimitation of those units
that are non-market. Once this delimitation has been obtained, the output of those non-
market producers is equal to total production costs in absence of secondary market output
(intermediate consumption, compensation of employees, other net taxes on production
and consumption of fixed capital). If non-market producers do have a secondary market
output or output for own final use, non-market output is measured residually, i.e. as the
difference between total costs (on total output) and the sum of market output and output
for own final use.

The accruals principle is ensured for the valuation of output and intermediate
consumption.

From the perspective of the market producers yes, because it is one of the principles of the
General Accounting Plan.

ROLE OF LEVEL ESTIMATES AND EXTRAPOLATIONS

SNA uses direct methods in almost all its estimates, in other words, methods based on the
sources of information that refer specifically to the year for which the estimate is being
made. Once these sources have been used, it is also necessary to incorporate a second

10
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process of direct estimation: the incorporation of the adjustments linked to the procedures
of exhaustiveness.

From all the detailed information regarding the descriptions of industries in chapter 3, the
pre-eminence of direct methods of estimation can be deduced, specifically on those based
on surveys, censuses and administrative records.

Also, and since the fundamental method used by the National Accounts of Spain for the
data of the base year is to draw up an input/output system, this implies that the starting
point for estimating GDP and its components is a level estimate, at current prices in which
the different approaches to production, expenditure and income are balanced.

This approach has been stressed in the benchmark year 2019 so that the measurement of
GDP and GNI could be complete and exhaustive. Only by means of balancing for the final
years at the most detailed level of industry and products in the supply and use tables (and
from the appropriate sources of information) is it possible to introduce all those aspects
that align the figures with those objectives of exhaustive measurement.

So, for the compilation of final years direct estimation methods and balancing are used.

For those few cases in which the available sources correspond to years that are different
from the reference year the calculations are made using extrapolations with indicators
related to the variable that it is intended to be measured. Also in reference years which are
provisional and advance, supply and use tables are not compiled and so direct information
(provisional years) and indirect indicators are used to extrapolate at the most detailed level
the figures from the previous year.

MAIN APPROACHES TAKEN WITH RESPECT TO EXHAUSTIVENESS

With regard to the procedures relating to exhaustiveness, we attempt to capture and
include in the accounting measurements that part of the economy not recorded in the
statistical or administrative sources of information. The procedures contained in the
recommendations of the European Union have been followed incorporating such aspects
as: cross-check of the employment figures from the economic sources with those from the
labour force survey (LFS) in order to detect potential undervaluation; estimation of the
levels of output and value added corresponding to those undervaluations, if any, on the
basis of hypotheses concerning productivity ratios and/or primary incomes per unit of
employment.

Also specific investigations have been carried out into those activities or sectors in which
an additional effort to obtain information to incorporate into the measurements of the
National Accounts of estimates on certain outputs or incomes which their nature makes
more difficult to capture statistically (additional payments or tips in personal service
activities, hotels restaurants or certain transportation sectors, real estate activities, etc.).

Besides, methods recommended by EUROSTAT for the treatment of certain activities (for
example sub-contracting in construction) have been applied and it has been set up some
inter-institutional working groups to analyse sectors of particular importance in the
Spanish economy (general government, financial institutions, rest of the world).

11
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1.4

Outline of the income approach

1.4.1

INTRODUCTION

GDP viewed from the income approach reflects the primary income distributed by the
resident units of production. That is to say, it is the sum of the compensation of employees,
taxes on production and imports less subsidies, gross operating surplus, and mixed
income of the total economy.

1.4.2

FRAMEWORK

The different statistical sources used in estimating GDP components in the focus on
income are detailed below.

Compensation of employees

In general, all of the economic statistics include data about personnel expenditures,
differentiated among their different components, in accordance with the General Chart of
Accounts. Additionally, the INE conducts specific surveys on costs incurred by the
employer for the use of labour and on average earnings per worker and average number
of hours worked, for the different sectors of the economy. This information is gathered in
the Annual Survey of the Cost of Labour and the Quarterly Survey of the Cost of Labour.

For those sectors with complete accounting, such as certain financial institutions
information from the supervisory bodies that monitor them is available. The budgetary
liguidations of the various units comprising general government are also available.

Finally, in the case of households that employ domestic personnel, the estimate of output
(see Chapter 3) that corresponds to the compensation of the employees, has been made
using specific procedures.

Gross operating surplus and mixed income

These aggregates are implicitly included in all of the economic statistics, given that the latter
seek information about every operation that has an impact on the calculation of them
(compensation of employees, taxes, subsidies, intermediate consumption and output).

The distinction between operating surplus and mixed income is determined by the legal
status of the business, since, as has already been mentioned, DIRCE, the framework used
to conduct the surveys distinguishes between businesses having legal personality
(corporations) and those belonging to natural persons.

In non-market activities, gross operating surplus is identical to consumption of fixed
capital (see Chapter 4). Finally, in the case of the own-account production of housing
services by owner-occupiers, the surplus is obtained by means of a specific study carried
out on this activity (see Chapter 5).

Taxes on production and imports

The institutions that served as a source for estimating the taxes collected by all public
authorities were the Audit Office (IGAE), the Department of Customs and Excise and the
Directorate General of the Treasury.

Subsidies
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In addition to the sources cited for estimating taxes, the Spanish Agricultural Guarantee
Fund (FEGA) under the Ministry of Agriculture, Fisheries and Food, provides information
on grants from the European Union.

1.4.3 VALUATION

The sources of information available for the estimate of GDP from the income approach
generally use valuation criteria similar to those established in ESA2010. However, it may
be noted that in some specific cases (for instance as a portion of remuneration in kind,
certain taxes, and insurance transactions) some adjustments are needed for their correct
recording in national accounts terms.

1.4.4 TRANSITION FROM PRIVATE ACCOUNTING CONCEPTS TO NATIONAL ACCOUNTS CONCEPTS

The statistical information available for estimating GDP from an income approach comes
from business economic statistics as well as fiscal sources. In both cases, the
questionnaires are matched to the General Chart of Accounts; therefore in this aspect the
information is homogenous.

In the specific case of compensation of employees, the starting point is personnel
expenditures and its components in terms of company accounts. Subsequently, the
necessary methodological adjustments of these operations are made in order to obtain
compensation of employees in accordance with the ESA2010 definition (see Chapter 4).

However, business economic statistics do not just record the total taxes paid by these
units, but also gather the details of the principal taxation headings, which makes it possible
to carry out the corresponding cross-checks and methodological adjustments.

With respect to operating surplus and mixed income, although it appears implicitly in the
statistics, it is generally obtained as a balance, incorporating all of the adjustments made in
the transactions that are included in the production and generation of income accounts.

1.45 ROLE OF DIRECT AND INDIRECT VALUATION METHODS

For the final reference year the estimates of the components of GDP from the income
approach are principally based on surveys and administrative records. However, it may be
noted that the consumption of fixed capital of non-market units is estimated from the stock
calculated by the Perpetual Inventory Method.

The following table summarises the methods used for the transactions and balancing

items.
Transactions and balancing items Estimating methods
Based on:
Compensation of employees - Surveys
- Administrative data
Gross operating surplus and Gross mixed income - Surveys
- Models
Taxes on production and imports - Administrative data
Subsidies - Administrative data
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1.4.6

ROLE OF LEVEL ESTIMATES AND EXTRAPOLATIONS

The reference made before is also valid for the income approach.

1.4.7

MAIN APPROACHES TAKEN WITH RESPECT TO ESHAUSTIVENESS

The estimates of the base year in the National Accounts of Spain are based on the
production of an input/output system (supply and use tables), thus simultaneously making
the different approaches of supply, demand, and income compatible.

As with the other approaches to estimating GDP, the National Accounts of Spain follow the
guidelines set down in the European context with a view to achieving the greatest possible
coverage and exhaustiveness in the figures for the components of income.

The work procedures used to assure exhaustiveness, impacting the components of GDP
from the income approach, are the following:

U Use of the employment variable in the estimates for the National Accounts of Spain
U Inclusion of an estimate of tips in those activities where this type of reward is usual

U Wages and salaries in kind of those goods and services provided free of charge or at
reduced prices by employers and that are not recorded in the surveys as personnel
expenditures

U Taxes recorded according to the accrual principle

1.5

Outline of the expenditure approach

1.5.1

INTRODUCTION

GDP from the expenditure side is defined as the sum of the final uses of goods and services
of resident institutional units (final consumption expenditure and gross formation of
capital), plus exports and minus imports of goods and services.

The sources used to estimate each of these transactions are described in detail in the
following sections.

1.5.2 FRAMEWORK

The estimates of the components of GDP in the expenditure approach come from a big
number of different sources. The most relevant for each of the transactions involved are

detailed in the following pages.

1.5.2.

1 Household final consumption expenditure
Statistical operations compiled by the INE:
- Household Budget Continuous Survey (HBS) Base 2006.

- Statistics on Products in the Trade Sector (EPSC).

14

INE. National Statistics Institute



- Population and Housing Census 2011, Intercensal Population Estimates and
Continuous Household Survey.

- Living Conditions Survey.

- Teaching statistics.

- Health statistics.

- Passenger transport statistics.
Statistics compiled by other institutions

- Balance of Payments (consumption by non-residents in Spain and consumption by
residents in the rest of the world)

- Directorate General of Insurance Statistics (provides premiums and claims by
insurance lines)

- Annual report of the Spanish National Lotteries

- Vehicle purchase statistics from the Directorate General of Traffic

- Statistics from the Institute for Cinematography and Audiovisual Arts
- Correos (Spanish Postal Service)

- Annual Report of the National Gaming Commission

- Statistics from the Institute for Tourism Studies

- Statistics from the National Social Services Institute

- In addition, it is used as a general source the Statistics on Spanish Foreign Trade.

15.2.2 Final consumption expenditure of the NPISHs
The directories used to determine the units belonging to the sector were as follows:
- Central Business Register (DIRCE), compiled by the INE.

- Directory of the Religious Congregations from the Spanish Conference of Religious
(CONFER).

- Guide to the Catholic Church by Spanish Episcopal Conference (CEE from its Spanish
initials) for churches and similar institutions.

- Registrar of Trade Unions, Professional and Business Associations of the Directorate
General of Labour of the Ministry of Labour and Social Economy.

- Registration of Political Associations of the Interior Ministry.

The economic information was obtained from reports and financial reports for the various
units within the sector.

1.5.23 Final consumption expenditure of the government sector
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The estimation of the components of final consumption expenditure of the government
sector comes from the Sector Accounts of the General Government compiled by the Audit
Office (IGAE).

The information sources used are budgetary settlements, with the highest level of
disaggregation, and the Profit and Loss Accounts and balance sheets of those institutional
units that become part of the General Government sector as other non-market producers.

1.5.2.4 Gross fixed capital formation

The estimate of the value of Gross Fixed Capital Formation (GFCF) is made up of various
assets, each estimated with a different method according to the available base data
sources. This estimate is subject to the input-output equilibrium resulting from the
preparation of annual Supply and Use Tables.

The main sources of information for the assets estimates are: surveys conducted by the
Ministry of Agriculture, Fisheries and Food, the Industrial Products Survey and the
Structural Business Statistics by INE, the Construction Industry Structure Survey by the
Ministry of Transport and Sustainable Mobility, the Statistics on Products in the Services
Sector for those products which can be included within the GFCF (software, originals,
services linked to the transfer of ownership of capital goods) and the Statistics on Spanish
Foreign Trade’ drawn up by the Customs Department of the Spanish Tax Agency. It also
includes sources for some sectors (or part thereof) that can be considered exhaustive:
Financial institutions, Public administrations.

Moreover, it should be noted that the set of sources used to estimate the different
industries (economic statistics) collect information on investment expenditure, including
a breakdown of products. This happens mainly with the three types of basic sources: the
Construction Industry Structure Survey by the Ministry of Transport and Sustainable
Mobility, the Structural Business Statistics and Annual Survey of Services by INE.

1525 Changes in inventories

The estimation of changes in inventories is calculated mainly from the information on this
variable, divided into three categories: finished and work-in-progress goods, goods for
resale and materials and other supplies, which are obtained from the Structural Business
Survey for manufacturing, trade and services sectors conducted by INE, the Construction
Industry Structure Survey by the Ministry of Transport and Sustainable Mobility, statistics
by the Ministry of Agriculture, Fisheries and Food, statistics of the Corporation tax and the
Personal income from the Spanish Tax Agency, data from Bank of Spain and data from
the General Comptroller of the State Administration.

1.5.26 Acquisitions, less disposals of valuables

Taking into account the valuables definition in ESA 2010, a detailed review has been made
of all products that can be considered to be valuable objects according to their CPAs and
NACEs activities. A comprehensive review of sources covering both statistical sources and
market studies has also been done.

7 See sections 5.15 and 5.16 for more information on this statistical source.
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The estimation method used has been the commodity flows, as it is the most
comprehensive and appropriate given the sources of information available.

1.5.2.7 Exports and imports of goods

The results of the Balance of Payments are integrated in the process of compiling the
accounts of the rest of the world. In the case of exports and imports of goods, the primary
source of information on the Balance of Payments and National Accounts is the Statistics
on the Exchange of Goods between EU States and Statistics on Extra-EU Trade (external
trade statistics) compiled by the Department of Customs and Excise of the Spanish Tax
Agency.

1.5.2.8 Exports and imports of services

The results of the Balance of Payments are integrated in the process of compiling the
accounts of the rest of the world. In the case of exports and imports of services, the primary
source of information on the Balance of Payments and National Accounts is the Survey of
International Trade in Services, compiled by the INE.

1.5.3 VALUATION

In general, all of the statistics used to estimate the components of demand value products
at acquisition prices, the system established in ESA2010. However, it is important to note
that in certain specific cases such as changes in inventories and imports of goods, as well
as gross capital formation for own use, etc., the necessary adjustments are made for them
to be correctly valued, in accordance with the methodology of ESA2010.

1.5.4 TRANSITION FROM PRIVATE ACCOUNTING CONCEPTS TO NATIONAL ACCOUNTS CONCEPTS

Due to the nature of the components of GDP in the focus on costs and their sources of
information, it is generally not necessary to make any correspondence between
administrative and accounting concepts.

However, in some cases methodological adjustments need to be made. In the case of
exports and imports, the other conceptual adjustments refer to goods crossing the borders
for being processed/repaired without change in its ownership.

1.5.5 ROLE OF DIRECT AND INDIRECT VALUATION METHODS

In the definitive reference years, the estimates of the transactions involved in GDP from a
demand perspective are based, in general, on direct methods and methods subject to the
resource-use balance of the Supply and Use Tables (SUTs).

The following figure shows the methods used for each of the transactions.
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Methods of estimation

Operations Methods of estimation

Based on:
Household final consumption expenditure A Surveys

A Statistics

A Administrative data
NPISHs final consumption expenditure A Administrative data

A Surveys
Final consumption expenditure of the government A Administrative data
sector
Acquisitions less disposals of tangible fixed assets A Surveys

A Statistics

A Administrative data
Increase in non-produced non-financial assets A Surveys

A Administrative data
Changes in inventories A Surveys

A Administrative data
Exports of goods A Statistics

A Administrative data
Exports of services A Statistics

A Administrative data
Imports of goods A Statistics

A Administrative data
Imports of services A Statistics

1.5.6 ROLE OF LEVEL ESTIMATES AND EXTRAPOLATIONS

The reference made before is also valid for the income approach.

1.5.7

MAIN APPROACHES ADOPTED REGARDING THOROUGHNESS

As in other approaches to estimating GDP, the National Accounts of Spain attempt to
achieve the greatest coverage and exhaustiveness in the figures for the components of
expenditure.

With respect to the final consumption expenditure of households and how it is set out in
detail in the corresponding section, all of the procedures for estimating and combining
statistical sources that give the greatest coverage of the accounting figures were followed.
The following cases may be mentioned:

9 Estimates based on alternative sources (supply sources, administrative records, etc.)
for certain items which could be undervalued in the HBS, like tobacco, some alcoholic
drinks, gambling, etc.

1 Use of alternative sources (of supply), like the Retail Trade Survey, combined with
HBS, in order to increase their robustness or to confirm the accuracy of the estimates
based on HBS.
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9 Estimating the rents imputed to the owners of dwellings in accordance with the
procedure of stratification recommended by the Regulation (EC) 1722-2005 related to
the principles for the calculation of housing services.

I Estimating the services of private households with employed persons by means of
specific sources (see Chapter 3).

1 Introduction of adjustments to ensure the geographical and population coverage of
the estimates. The population adjustments are of two types: conversion of the
expenditure included in the HBS, aimed at resident households, therefore under a
perspective in national terms, to domestic terms; and the inclusion of the expenditure
made by collective households (old people’s homes, monasteries, convents, etc.). (See
Chapter 5.)

Regarding final consumption expenditure of general government, it is worth noting that -
in addition to stressing the fact that the level of information available makes it possible to
evaluate this sector as one of those with the greatest coverage in the entire accounting
system- the specific recommendations made in the process of revising the GNP have also
been applied.

Among other aspects, it is important to note:

- The coverage of the units included in this sector is complete for the principal
subsectors (central government, state government, social security
funds). Consequently, the estimates of the variables that factor in the expenditures are
based on the data recorded directly in the accounts of the units that comprise
the General Government sector.

- The delimitation of the General Government sector has been revised in detail to
guarantee the inclusion of all of those units that meet the criteria of the ESA 2010 and
of the Manual on General Government Deficit and Debt (2019 edition).

- Specific estimates have been made of all those aspects that may influence the
exhaustiveness of the measurements: social transfers in kind; distinction between
intermediate consumption and gross fixed capital formation from military investment;
consumption of fixed capital; income by market output and other non-market output, etc.

Regarding final consumption expenditure of NPISH, it is worth noting that is based on the
individual accounts of a representative sample of units by NACE identified as NPISH, grossed
up to the total NPISH population by industry. The individual accounts are made up through
the individual accounting information available for each component of the sample. The total
population of NPISH is delimitated in the Business Register (BR), following the procedure
described in section 3.This statistical procedure should guarantee a complete coverage of the
economic activity of these non-market units.

Regarding gross fixed capital formation, it is worth noting that estimate based on different
data sources, subject to the input-output equilibrium resulting from the preparation of
annual Supply and Use Tables (SUTs), guarantee a high level of exhaustiveness in the
calculations. Only an exhaustiveness adjustment is made for illegal activity (N2) in GFCF
in asset AN.1139 related to the machinery used in the production of marijuana.

Regarding exports and imports, it is worth noting that the characteristics of the sources of
information available to estimate appear to satisfy the requirements of completeness
demanded. In particular case of imports and exports of goods, the data derived from VAT
operations are used in order to effect increases (units beyond the declaration threshold
and non-response).
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1.6 The balancing or integration procedure and main approaches to validation

The basic features of the process followed in balancing GDP are as follows:

a) Simultaneous balancing of supply/demand/income. All the estimates of GDP for
different reference years include the estimation of this aggregate from those three
approaches, although the production and expenditure approach are predominant.
Also, with breakdowns which may vary depending on the character of the reference
year considered (definitive, provisional or advance), overall GDP measurement always
implies a balancing process by product and by industry.

b) This balancing process, in the final estimates of the National Accounts of Spain,
relies on the input/output system, comprising a supply table and a use table. In the
provisional and advance estimates, balancing systems are used under the same
philosophy of achieving one single GDP measured from all three different approaches
but at a less detailed level of disaggregation.

c) In general terms, there are no restrictions on revising earlier accounting estimates.
However, there are controls that allow the revisions to be quantified at the most
detailed level and then to ensure that they are not caused by an error of measurement
in the current process or a methodological change in the basic data source. Once a
significant revision of an aggregate takes place, then it is communicated to users via
press releases or explanatory notes in the corresponding part of the web page.

d) The SUT are being currently compiled at current prices and at previous years’ prices.

e) A high degree of disaggregation was chosen for the work (see Chapter 6): 102 NACE
breakdown for market industries ,distinguishing between S.11 and S.14, ten
different NACEs for S.13 and four industries for S.15 and 140 products in all
aggregates except for non-market industries, with 119 products. The published
estimates comprise 110 products and 81 industries, a level that is adequately
backed up by the statistics available.

The fundamental element in the process of balancing the estimates of the National
Accounts: an Input-Output system® that guarantees simultaneous and standardised
estimates of GDP and its components from all three accounting approaches: production,
expenditure and income. The system designed attempts to follow the recommendations
of ESA2010 as closely as possible by including:

A supply table, with the output and import matrices at basic prices plus the required
adjustment columns to obtain the valuation at purchasers’ prices.

A use table at purchasers’ prices, which contains the three basic matrices (intermediate
consumption, final demand, primary inputs) and provides the balances by product and as
a result the value added by industry. The cells of the intermediate and final demand
matrices are valued at purchasers’ prices.

A use table valued at basic prices (in the cells of the intermediate and final demand
matrices).

An input-output table (product by product type).

8 Starting with the estimates corresponding to the year 1985, the INE has drawn up Input-Output tables almost every year.
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The creation of such a detailed system requires the availability of statistical information.
This entails conducting specific studies to overcome certain shortcomings in the statistical
sources (for example regarding the compilation of the NPISH sector accounts and the
estimation of its output by industry and product) and also the creation of working groups
with other public institutions involved in the production of statistical data when needed.
The creation of working groups with the Bank of Spain and with the Audit Office (Ministry
of Finance) is worth mentioning at this point. In the first case, the working group has
achieved a complete integration of the rest of the world accounts and the Balance of
Payments.

Furthermore, in order to study the Public Sector and its associated transactions in greater
depth, experts from INE, the Audit Office and the Bank of Spain formed another working
group. This co-operation not only facilitates a more accurate assignment of the units by
sector, but also brought in elements which improve the quality and reliability of the
estimates, by means of cross-checking the results obtained from various, although
obviously complementary, approaches and sets of basic information.

On the other hand, the recommendations made by the GNI Committee on the
measurement of GNI and its components are taken into account. Although the Input-
Output system is the main element in the process of compilation of National Accounts
other balancing techniques are used in the time-series of SNA. So:

In those years for which the estimates are considered to be final, the Input-Output system
is used, specifically the SUTs.

The SUTs were compiled and balanced at current prices,

As it was pointed out in former paragraphs, currently the SUT are to be compiled at current
prices. Calculations in previous years’ prices were already made at the most detailed level
by operation/product/industry once the final data at current prices were obtained.

In the case of the non-final estimates of a year of the National Accounts time-series in
which an input/output scheme is not drawn up, the accounts of goods and services by
product at a less detailed level of disaggregation that the one used for the definitive
estimates may form a substitute for the input/output systems, allowing a detailed
evaluation of the growth rate at current prices and in volume terms.

In developing the set of supply-use tables, procedures are followed that ensure the supply-
use balancing at current prices: both acquisition prices and basic prices. Moreover, it also
takes into account the relationship between the results of the supply-use equilibrium with
the aggregates of the accounts of the institutional sectors.

All initial estimations for all aggregates include exhaustiveness adjustments, where
needed, butitis in the balancing process in which those estimates could have adjustments
to reach the equilibrium. A simultaneous balancing for different reference years in ESA-
2010 of the three approaches, supply/demand/income, is done since GDP is estimated for
the three approaches, although the production and expenditure approaches are
predominant.

The Supply and Use Tables were established on the basis of the general criteria referred to
above. The balancing process aims to guarantee that the supply/use system is balanced both
at purchasers’ prices and at basic prices and also procedures are set up to link together the
Supply and Use tables and the accounts of the institutional sectors.

21

INE. National Statistics Institute



The balancing process takes into account the differences in valuation at purchasers’ prices
and at basic prices, bringing together the two types of valuation when constructing the
Supply and Use tables. This approach is shown in the following diagram:

Supplypurchase
prices

Use table
purchase
prices

A

Distribution margins
matrix

Products
Taxes net of subsidie

Supply table at
Basicprices

\ 4

Use table at
Basicprices
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a) The diagram is asymmetric with regard to the valuations used in the initial phases
of the two tables; in the case of the supply table the work is based on an initial version
at basic prices; in the case of the use table, it is based on an initial version at purchasers’
prices.

b) In the supply table work starts by the transcription of the data on output by industry
at basic prices into an initial version of the production matrix products x industries.
Adding imports at CIF valuation to output would provide an initial estimate of the
supply table at basic prices.

c) In the case of the use table the initial approach involves transcribing the data of the
production and generation of income accounts by industries; the completion of an
initial intermediate consumption matrix on the basis of the existing statistics and final
demand at purchasers’ prices, (exports at FOB valuation).

d) That approach is also related to the usual characteristics of the sources of
information: under normal circumstances, data on output by products supplied by the
producer units, on the basis of their accounting documents, will be valued at basic
prices while imports by products from the statistics on external trade will be valued at
CIF; however, the starting data for the use table, (current expenditures of the producer
units covered in the business surveys, expenditure on final consumption of
households, etc.) will be valued at purchasers’ prices -in other words, the distribution
margins and taxes on products are included.

e) For some subsets of industries/products the output estimate (and therefore of the
data in the supply table) is subsidiary and/or complementary to the estimate of the
costs (use table data): this applies for example in
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