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Introduction

This publication is the second set of GDP estimttdse released since the first GDP estimates was
published in 2007, as Statistical Bulletin 13/20@%jch contained only nominal GDP estimates for
2003 and 2004. In this publication, due to ongoimgk, based on up-to-date data and information,
the nominal GDP estimates for 2003 and 2004 haea Ibevised and will be presented as final
estimates.

These estimates were compiled with technical assist from the Pacific Financial Technical
Assistance Centre (PFTAC). They contain both noh@nd constant price GDP estimates for 2003
to 2006. The 2003 and 20004 revised figures ad.flThe 2005 and 2006 estimates are however,
still provisional.

Data used in compiling the 2003 and 2004 were ddrifrom the Business and Non Profit
Institution surveys and General Government findret@ounts. The HHIES conducted in 2005/6,
with assistance from the Secretariat of the Pa€ficnmunities (SPC), is used as the benchmark
data for estimating household final consumptionesqiture and other GDP components for the
informal sector. Gross Domestic Product at curpgittes and 2004 constant prices by industry for
2005 and 2006 are derived using various volumepaice indicators.

Details on data sources, data limitations and tleéhads used in compiling current and constant
price GDP components are provided in the appendix.

For more information contact the Statistics OffiRBnistry of Finance and Treasury:

Telephone: (677) 27835
Facsimile/Phone: (677) 23951
E-mail: STATS-management@mof.gov.sb

STATS-economics@mof.gov.sb



Table 1: GDP by Economic Activity at Current Pricesand Constant 2004 Prices

Current Prices (SI$ Millions) Constant 2004 Pri¢&$ Millions)

2003r/  2004r/ 2005p/2006p/| 2003r/  2004r/ 2005p/2006p/

AGRICULTURE, FISHERIES & FORESTRY 9748 1,034.1 1,053.1 1,217.4| 1,025.4 10341 1,0566 1,122.2
Agriculture & Hunting 554.7 5474 5755 655.9 604.9 5474 5515 585.1
Forestry & Logging 242.3 280.7 306.1 353.20 2129 280.7 304.8 308.7
Fishing 177.8 206.0 171.5208.4  207.6 206.0 200.3 228.4
INDUSTRY 263.3 259.9 2478 2306/ 2781 259.8  266.7 2778
Mining & Quarrying 4.8 6.7 2.1 1.7 5.7 6.7 2.2 15
Manufacturing 156.6 176.2 73B 165.5 1755 176.2 1775 184.5
Electricity & Water 435 455 49.2 44.6 45.2 455 53.0 53.9
Construction 58.4 314 229 18.8 51.7 314 340 37.9
SERVICES 1,2036 1,452.6 1,755.6 1,966.7| 1,311.0 14526 15722 1,696.4
Trade 226.1 3174 344.8 402.7] 2935 317.4 3358 362.7
Hotel & Restaurants 29.9 57.2 68.6 75.2 31.7 57.2 620 67.7
Transport & Storag 161.6 191.8 226.7  246.3 174.4 191.8 1947 200.1
Communications 435 623 733 75.9 470 62.3 63.0 63.6
Financial Intermediation 241 36.6 50.8 64.2 25.8 36.6 473 55.2
Insurance Servic 4.8 11.7 16.3 20.6 5.2 11.7 15.2 17.7
Real Estate & Renting 97.4 105.8 1244 1283 99.8 105.8 111.0 1144
Owner Occupied Dwellings 215.4 X9 2683 279.5 220.6 229.8 239.3 249.3
Business Servic: 16.6 17.1 195 22.6 17.7 17.1 182 194
Public Administration & Defense 160.2 165.4 2229 2381| 1555 1654 1776 2024
Education 86.2 102.2 1350 1576 92.3 102.2 1223 1381
Healtt 29.6 36.1 47.6 57.2 317 36.1 432 45.8
Other Services 108.3 119.2 1575 1984| 1160 119.2 1427  159.8
Taxes on Products less Subsidies 713 824 84.5 88.6 785 82.4 86.9 929
Less Imputed Bank Charges (15.6) (214) (242) (281) (1687) (214 (226) (241
GROSSDOMESTIC PRODUCT (GDP) 24975 28076 3116.7 3,4753| 2,676.4 2,807.5 2,959.7 3165.3

r/ - revised estimat
p/ - preliminary estimates

Note: Estimates shown in italics are provisional are derived using proxy price deflators base@Bhand HFCE price indexes or
volume movement indicators developed during theiptes mission. Further work is required to identifipre appropriate volume
indicators and/or develop more appropriate prideates.



Table 2: GDP by Expenditure Shareat Current Prices and Constant 2004 Prices

Current Prices (SI$ Million: Constant 2004 Prices (S1$ Millior

2003r/  2004r/ 2005p/ 2006p/ 2003r/  2004r/  2005[006p/
Final Consumption
Expenditure 23995 28214 34308 39483 (25514 28214 31585 3,416.0
Household Final Consumptian
Expenditure 1,741.0 11,8845 2,152.2,405.4|1,862.9 1,884.5 2,000.02,097.9
Private Non Profit Institutions
Serving Householt 133.9 1355 155.0 180.8 | 143.3 1355 1418 148.5
Government Consumption
Expenditure 524.6 801.51,1235 1,362.1 | 545.2 801.5 1,016.7 1,169.6
Gross Fixed Capital
Formation 2277 2815 389.6  464.7 | 2404 2815 361.0 3938
Durable Equipmel 94.6 66.0 2105 257.3| 101.1 66.0 196.1 209.8
Constructio 1331 215.6 179.1 207.4| 139.2 215. 164.9 184.0
Changein Inventories 7.2 38.4 39.3 42.6 8.0 384 40.2 475
Exports of Goods and
Services 6595 8684 10619 12559 | 8052 8684 958.3 1,037.2
Merchandise, f.0.b. 500.1 641.0 888. 851.5| 634.8 641.0 703.9 689.2
Services 159.4 227.4 273.1 404.4) 1704 2274 2544 348.0
Less: Imports of Goodsand
Services 7911 11895 1,701.9 1,989.1 | 9053 11,1895 15623 1,6458
Merchandise, f.0.| 676.6 1,019.5 1,294.8 1,566.9| 774.3 1,0195 1,188.6 1,296.5
Service 114t 170.0 407.1 422.2| 1311 170.0 3737 349.3
Balance on External Goods
and Services (131.6) (321.1) (640.0) (733.2)| (100.1) (321.1) (603.9) (608.7)
Statistical Discrepancy (5.3) (12.8) (103.0) (247.2) (23.4) (12.8) 3.9 (83.3)
GROSSDOMESTIC BY
EXPENDITURE SHARE 24975 28076 3116.7 34753 |2,6764 28075 2959.7 3,165.3

r/ - revised estimates
p/ - preliminary estimate

Note: Estimates shown in italics are provisional are derived using proxy price deflators base@Bhand HFCE price indexes or
volume movement indicators developed during theiptes mission. Further work is required to identifipre appropriate volume
indicators and/or develop more appropriate prideates.



Table 3: Contribution to GDP at Current and Constant 2004 Prices

Current Prices Constant 2004 Prices
2003r/ 2004r/ 2003r/ 2004r/
Agriculture, Forestry & Fishing 39.6% 37.0% 38.2% 37.0%
Agriculture & Hunting 22.8% 19.79 22.6% 19.7%
Forestry & Logging 9.6% 10.0% 7.9% 10.0%%
Fishing 7.2% 7.4% 7.7% 7.4%
Industry 10.4% 9.2% 10.3% 9.2%
Mining & Quarrying 0.2% 0.2%) 0.2% 0.2%
Manufacturing 6.2% 6.3% 6.5% 6.3%
Electricity & Water 1.7% 1.6% 1.7% 1.6%
Construction 2.3% 1.1% 1.9% 1.1%
Services 47.8% 51.6% 49.2% 51.6%
Trade 9.0% 11.3% 10.9% 11.39
Hotel & Restaurants 1.2% 2.0% 1.2% 2.0%
Transport & Storage 6.4% 6.8% 6.5% 6.9%
Communications 1.7% 2.2% 1.7% 2.2D%
Financial Intermediation 1.0% 1.3% 1.0% 1.3%
Insurance Services 0.2% 0.4% 0.2% 0.4%
Real Estate & Renting 3.9% 3.8% 3.7% 3.8%
Owner Occupied Dwellings 8.5% 8.2% 8.2% 8.2%
Business Services 0.7% 0.6% 0.7% 0.6%
Public Administration & Defense 6.3% 5.9% 6.3% 5.9%
Education 3.4% 3.6% 3.4% 3.6%
Health 1.2% 1.3% 1.2% 1.3%
Other Services 4.3% 4.2% 4.3% 4.2%
Taxes on Products less Subsidies 2.8% 2.9% 2.9% % 2.9
Less Imputed Bank Charges -0.6% -0.8% -0.6% -0.8%
GROSSDOMESTIC PRODUCT (P) 100.0% 100.0% 100.0% 100.0%
Final Consumption Expenditure 97.6% 101.7% 96.7% 101.7%
Household Final Consumption Expenditure 71.6% 8.6% 70.9% 68.6%
Private Non Profit Institutions Serving Houslelsp 5.3% 4.8% 5.3% 4.8%
Government Consumption Expenditure 20.7% 28.3% 20.5% 28.3%
Gross Fixed Capital Formation 9.0% 9.9% 8.9% 9.9%
Changein Inventories 0.3% 1.4% 0.3% 1.4%
Exports of Goods and Services 26.1% 30.7% 29.7% 30.7%
Merchandise, f.0.b. 19.8% 22.6% 23.4% 22.6%
Services 6.3% 8.0% 6.3% 8.0%
Less. Imports of Goods and Services 32.9% 43.7% 35.6% 43.7%
Merchandise, f.0.b. 28.4% 37.7% 30.7% 37.7%
Services 4.5% 6.0% 4.9% 6.0%
GROSSDOMESTIC PRODUCT (E) 100.0% 100.0% 100.0% 100.0%

r/ - revised estimates



Table 4: Manufacturing Value Added at Current and Constant 2004 Prices

~

Current Prices (SI$ Millions) Constant 2004 Psi¢81$ Millions)
2003r/ 2004r/ 2005p/ 2006p/2003r/ 2004r/ 2005p/ 2006p
Food manufacturir 69.3 72.7 75.0 68.7 80.7 72.7 76.2 79.7]
Beverages & tobacco manufacturing  31.5 40.8 38.7 35.2 34.6 40.8 42.8 44.8
\Wood products manufacturi 14.1 16.6 19.5 23.8 19.7 16.6 16.3 14.9
Printing and publishing 6.7 7.0 6.9 7.3 7.4 7.0 7.3 7.7
Chemicals and rubber manufactu 3.4 7.1 5.0 4.5 3.8 7.1 5.4 6.0
Non-metallic products manufacturing 1.7 3.0 2.1 1.9 1.7 3.0 2.2 2.5
Metallic products manufacturil 5.2 6.7 51 4.7 5.7 6.7 5.0 5.6
Other manufacturing 24.7 22.4 21.2 19.5 21.8 22.4 22.2 23.3
Total manufacturing 156.6 176.2 1735 1655] 1755 1762 1775 1845

r/ - revised estimates
p/ - preliminary estimates

Table 5: Household and Population Projections

2003 2004 2005 2006 2007 2008 2009 2010

November populatic 488,39« 510,53 533,67: 557,86( 583,14 609,57t 637,20 666,08
End of period population 490,24. 512,46. 535,68t 559,967 585,34 611,87¢ 639,61, 668,60
Annual average (used in NAS) 479,611 501,35: 524,07 547,82t 57265¢& 598,61. 625,74 654,10

Annual rate of increase 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5%
Rural populatio 410,86° 429,11! 448,17: 468,07¢ 488,86 510,58. 533,25¢ 556,944

Annual rate of increase-Rural 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4%
Urban population 77,52: 81,41: 85,49¢ 89,78: 94,27¢ 98,99: 103,94f 109,14

Annual rate of increase-Urban 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Total householc 78,771 82,65 86,73 91,01¢ 95,52: 100,25( 105,21¢ 110,44
Urban households 11,74« 12,11( 12,48¢ 12,87¢ 13,27¢ 13,69« 14,12: 14,56
Rural households 67,02¢ 70,54 74,24¢ 78,14 82,24: 86,55 91,09¢ 95,87

Note: Projections derived from 1999 Population Gerend 2005/06 HIES.



Table 6: Household Final Consumption Expenditure at Current and Constant 2004 Prices
(Classification of Individual Consumption by Purpose)

Current Prices (SI$ Million: Constant 2004 Prices (S1$ Millior

2003r/  2004r/ 2005p/ 2006p/ 2007p/ 2003r/ 2004r/ 0540 2006p/ 2007p
Food 986 1,034 1,142 1,285 357, 1,075 1,034 1,083 1,133 59,1
Beverages & tobacc 51 56 58 66 72 54 56 59 62 65
Clothing and footwear 32 34 36 43 47 32 34 36 37 3P
Housing, water, electricit
gas and fuels 356 380 447 464 470 364 380 399 413 415
Furnishings, household
equipment and routine
maintenanc 55 61 64 73 83 58 61 62 65 68
Health 37 41 48 56 61 39 41 43 45 47
Transpor 77 112 170 202 220 83 112 146 164 171
Leisure, entertainment and
culture 13 15 17 23 24 14 15 15 16 17|
Education 74 84 97 104 109 80 84 87 91 95
Hotels, cafes and
restaurants 16 18 20 23 25 17 18 19 20 21
Miscellaneous goods and
services 43 48 53 67 70 46 48 05 52 55
Total HFCE 1,741 1884 2,152 2405 2536 | 1,863 1,884 2,000 2,098 2,152

Table7: NPISH Final Consumption Expenditure (Classification of the Purposes of NPISH)

Current Prices (SI$ Million: Constant 2004 Prices (SI$ Millior
2003r/ 2004r/ 2003r/ 2004/
Research and scientific servi 3 a 4 a
Education servict 39 44 42 44
Health service 9 10 10 10
\Welfare service 6 v 7 v
Recreational, culturaind related servic 26 25 28 25
Religious service 44 38 47 38
Professional, labor and civic servi 6 vV 6 vV
Miscellaneous servic - - - -
Total NPISH FCE 134 135 143 135




APPENDIX I: Current Price GDP by Industry — Methodology Summary

Agriculture

1. The coverage of the Business Surveys of formabséctsinesses seems to be reasonable,
although adjustments were required for 2003 gragisub estimates. The formal sector is very small at
present, accounting for only 1.4% of agricultur&resadded in 2004. A major oil palm plantation
restarted production during 2006 and this has asaéd the contribution of the formal sector. In

addition to formally registered and surveyed busses, estimates have been made for large scake copr
and rice plantations and for small scale plantatimincopra and cocoa for 2003 and 2004 production
estimates based on adjusted BS data. The 20050&&dp2eliminary gross output estimates are based
on the movement in exports of agricultural productsurrent prices. Current price intermediate
consumption estimates are estimated separatelynahdie adjustments for fuel price movements.

2. The bulk of production is by the informal sectather for market or own consumption within
the producing household. The HIES collected dattherproduction of food for home consumption.
Therefore, the value of food produced and consumasdeen used directly, after adjusting for CPI
domestic food price and population growth rate moets. Estimates have also been made of gross
output of cash crops and other agricultural comtnesiproduced by the informal sector (i.e. food and
livestock produced for sale). The methodology farketed output has been revised using a
commodity flow approach, where the sum of agriqaltexports, household consumption of food
bought or received, and intermediate consumptiobusynesses, government and non-profit
institutions, are adjusted for formal sector praducand imports. The HIES provided informationttha
was used to derive intermediate consumption (inctyéuel inputs) to gross output ratios by industry
So current price intermediate consumption estimate®stimated separately and include adjustments
for fuel price movements.

Forestry and L ogging

3. There are a small number of plantation forestryajoes and registered logging businesses
included in the BS. Gross output from these forsegtor organizations are either exported diredly a
logs or are input to domestic saw mills (i.e. mactdiring). The formal sector dominates this induystr
accounting for 97.1% of logging industry value adide2004. The 2003 and 2004 production
estimates are based on adjusted BS data, while&0®2006 preliminary gross output estimates are
based on the movement in exported logs in curnecés Current price intermediate consumption
estimates are estimated separately and includstatiuats for fuel price movements.

4. Informal sector gross output estimates are basdwbasehold final consumption expenditure
(HFCE) on firewood — both marketed and for own congtion, and inputs to informal sector timber
and handicraft industries. Current price intermegd@nsumption estimates are estimated separately
and include adjustments for fuel price movements.

Fishing

5. Formal sector production data are sourced fronBewith the sector accounting for 59.3% of
fishing value added in 2004. Gross output froméHesmal sector organizations are either exported
directly fresh or frozen or are input to domestaawing, drying or smoking of fish (i.e. manufactgy).

Estimates for 2003 and 2004 are based on BS dhtkg, preliminary estimates for 2005 and 2006 are
based on fresh and frozen fish exports and inteiateedonsumption data (i.e. input to canning, dyyin
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or smoking of fish). Current price intermediate s@mption estimates are estimated separately and
include adjustments for fuel price movements.

6. The remainder of gross output is fish catch byifi@mal sector for own consumption and sale
in domestic markets. The methodology for marketepuat has been revised using a commodity flow
approach, where the sum of fish exports, housetmidumption of fish bought or received, and
intermediate consumption by businesses, governarehhon-profit institutions, are adjusted for
formal sector production and imports. HIES dataenesed to derive intermediate consumption
(including fuel inputs) to gross output ratios hgustry. So current price intermediate consumption
estimates are estimated separately and includstatiuats for fuel price movements.

Mining and Quarrying

7. Mining is mainly a formal sector activity, with B8spondents accounting for 69.1% of mining
value added in 2004. Estimates for 2003 and 2084 ased on BS data, while preliminary estimates
for 2005 and 2006 are based on current price expaitie of gold movements. Informal sector
production estimates are derived as the differ&eteeen exports and formal sector production.

M anufacturing

8. Manufacturing is predominately a formal sectonattj with BS respondents accounting for
95.7% of value added in 2004. Estimates for 20@B2004 are based on BS results. For 2005 and
2006 gross output estimates are based on congl@at®Rice estimates adjusted to current pricesgusin
various price indexes, including:

* Local food CPI for food manufacturing;

» Local beverages and tobacco CPI for beveragesodwad¢o manufacturing;

* A composite timber export and CPI price index forlter manufacturing;

* Printed materials CPI movements for printing andlishing;

» CPI movements for chemical and rubber productstiemical and rubber manufacturing;

* CPI movements in bricks and cement for non-metpliaducts manufacturing;

» CPI movements in metal products for metallic praducanufacturing; and

» A composite manufacturing price index of the indestabove to adjust other manufacturing.

9. Current price intermediate consumption estimatesatimated separately and include
adjustments for fuel price movements. The valueeddzbtimates are then derived as the difference
between current price gross output and intermed@mtsumption. The estimates are then cross-
checked for reasonableness using the current ypaice added per worker — using SINPF employment
data.

10. Informal sector gross output is derived using a waality flow approach, where the sum of
timber exports, household use of timber for cortsion and repairs, furniture, and handicrafts, and
intermediate consumption by businesses, governamehhon-profit institutions, are adjusted for
formal sector production and imports. Current pimtermediate consumption estimates are estimated
separately and include adjustments for fuel priceements. The value added estimates are then
derived as the difference between current priceggomutput and intermediate consumption.

11



Electricity and Water

11.  Electricity and water supply are formal sectoratgs, with 2003 and 2004 production
estimates being based directly on BS results. B0b2and 2006, current price estimates are based on
constant price estimates adjusted using the CE¢ pndexes for electricity and water. As there are

only two suppliers, it is recommended that SISQeoblannual data on current value of output, a$ wel
as quantity supplied and prices paid be each djentp - businesses, government and households - on
a more timely basis.

Construction

12. The coverage of the construction activity by thefB®nal sector businesses is considered
reasonable. The formal sector accounted for 44 B8ormstruction value added in 2004 and the data
reported in the survey looked reasonable. The 20032004 production estimates are based directly
on BS results. Informal sector gross output for280d 2004 is derived using a commodity flow
approach, where the sum of: dwelling constructimprovements and repairs (adjusted HIES data);
and business, government and NPI construction eljuee; are compared with BS construction
companies data and imports and domestic produofioconstruction materials. The estimates are then
cross-checked for reasonableness using the cymreetvalue added per worker — using SINPF
employment data.

13.  For 2005 and 2006 estimates, the ratio of impdrtoostruction materials to total permanent
construction output (excluding traditional dwellg)gn 2004 has been used to derive total permanent
construction output for 2005 and 2006 based on sl construction materials for those years.
Estimates for traditional dwellings are based angtowth rate in rural household formation adjusted
for CPI price increases in timber and other dormesinstruction materials. Current price intermesiat
consumption estimates are estimated separatelynahde adjustments for fuel price movements. The
value added estimates are then derived as theatiffe between current price gross output and
intermediate consumption.

Trade

14. Coverage in the BS is considered good and no ad@rgs were made for the formal sector.
Wholesale and retail trade is predominately a féseator activity, with BS respondents accounting
for 89.2% of value added in 2004. The 2003 and 23@4nates are based directly on BS results. For
2005 and 2006, formal sector estimates are deusad) the ratio between the 2004 BS results and
total traded goods, and a current price indexaufad goods for 2004 onwards. The estimates are then
cross-checked for reasonableness using the cymmeetvalue added per worker — using SINPF
employment data.

15.  For the informal sector, trade margins were addedtfeet vendors (e.g. beetle nut,
newspapers) and domestic sales of crops, firewftghd,handicrafts, livestock and poultry producegd b
the informal sector for 2003 to 2006.

Hotels and Restaur ants

16.  Estimates for 2003 and 2004 are based on the B8gewith the formal sector accounting for
all activity in these industries. The gross oufpatia for 2004 from the survey were adjusted upwards
as there appeared to be deliberate underreporyihgtels (e.g. hotel revenue was declining justrwhe
RAMSI and TA activities were increasing). Tourisotaunted for 25.5% of gross output and value
added in 2004, with the remainder resulting frormegoment, household and NPI expenditure, and
business intermediate consumption. Estimates f05 2lid 2006 are based on 2004 constant price
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estimates rated forward using growth rates in gowent, household and NPI expenditure and business
intermediate consumption, adjusted up using CRxed for food away from home and actual rents.
The estimates are then cross-checked for reasoresl@ising the current price value added per worker
— using SINPF employment data.

17. Note that there is a hotel tax levied by the VistBureau, although not all hotels charge the
tax. It is also unknown how much tax is receivedh®yVisitors Bureau as it is a statutory body aatd
included in either the BS data or the SIG accoustsestimate is included for the value of the hotel
tax.

Transport and Storage

18. Formal sector estimates for 2003 and 2004 werecedutirectly from BS data, no adjustments
were considered necessary. Formal sector tranapdrstorage businesses accounted for 45.9% of
value added in 2004. Provisional estimates for 2052006 are based on FET data and volume data
collected by CBSI from the Sl Port Authority on gathandled and Solomon Airlines on number of
passengers to derive constant price estimatesatédben rated up using the transport CPI price
movements. It is recommended that the estimatesdss-checked for reasonableness using the current
price value added per worker — using SINPF emplaoyrdata for the transport and storage industries.

19. Informal sector estimates include the value adddrthosport services provided by buses, pick-
ups, taxis, trucks and outboard motor canoes. Taesprovided by informal sector businesses, mostly
owner-operators, and are outside the scope of e Be estimates for 2003 onwards are based on
annual registration data for buses and taxis, atichates of revenue and operation costs per vehicle
Estimates for pick-ups and trucks are based ogtftéransport margins adjusted for formal sector
domestic transport. Informal sector water transpbdassengers and freight estimates are basduteon t
number of canoes with outboard motors from theag#l Resources Survey 1995/96 extrapolated
forward using imports of outboard motors and asgiong on the proportion of canoes used for
transport, number of trips, number of passengearsripeand the price per trip. Current price
intermediate consumption estimates are estimajetaely and include adjustments for fuel price
movements. The value added estimates are theredeas/the difference between current price gross
output and intermediate consumption.

Communications

20.  All communication services are provided by the fafsector. Current price production
estimates for 2003 and 2004 were sourced direity BS data. No adjustments were considered
necessary. For 2005 and 2006 the provisional esgswaere derived from constant 2004 price
estimates adjusted for price movements in the camgations CPI sub-group. As there are only two
organizations providing communication servicegs trecommended that SISO collect annual data on
current value of sales, as well as quantity sudmied prices paid be each client group (i.e. bsses
government and households) on a more timely basis.

Financial I ntermediation

21. The estimates for this industry were sourced dydatm BS data for 2003 and 2004, which
includes CBSI, commercial banks and credit unidihe HIES expenditure and income data shows that
there is informal sector activity in this indus{eg. interest paid and loan repayments to money
lenders of around SI$ 1.1 million). No adjustmeas made for this during the mission, as further
investigation is required. Output of the commerbiahks is derived as the sum of actual fees for
services provided plus an estimate for servicesantly charged. The latter is estimated as the
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difference between interest received and interast @nd called bank service charges. There are
insufficient data to estimate the preferred meagtireancial Intermediation Services Indirectly
Measured (FISIM). The bank service charge is riotated to users (i.e. industries and final
consumers). Rather, it is added to the sum of imgwalues added and shown in the summary table.

22.  Current price value added estimates for 2005 a0é 20e provisional and based on the 2004
ratio of value added to deposits and loans vaha¢sd forward using values of deposits and loans fo
2005 and 2006. The estimates were cross-checkeddsonableness using the current price value
added per worker — using SINPF employment data.nfission did not have access to actual financial
data for those years. There should normally beesalno develop estimates for this industry as ymel
annual income and expense statements for CBSIskamk credit unions should be available from
CBSI within six months following the reference yelhnecessary, the mission recommends using the
value of loans and weighted loan interest ratefeto/e interest received, the value deposits and
weighted deposit interest rates to derive intguagd, and the movement in the total value of deposi
and loans to derive other service charges.

I nsurance Services

23. The 2003 and 2004 output of insurance companiebdas estimated as a service charge, using
data obtained from the Controller of Insurance mmpums earned, reinsurance flows and claims paid.
For 2005 and 2006, the estimates are provisionddegswere rated forward using the current price
movement in financial intermediation value addddrathe mission was completed. Access to detailed
source data would be required in order to developersuitable indicators for various insurance
components. As there are very few insurance busasest is recommended that they be included in the
BS and asked to provide the data directly.

Real Estate

24.  There are a small number of realtors included éBB frame, presumably including rental
payments for commercial properties, although mostroercial properties are owner-occupied.
Estimates have been made of the value of rentdllpahouseholds, using HIES rent and pay data of
SI$ 25 million in 2005/06, adjusted for CPI actusits index and growth in urban household
formation. According to the HIES data imputed rdpts‘rent but occupy free of charge” housing were
an estimated SI$ 22 million. Most SIG employeesprozided rent-free housing and an estimate is
implicitly included for them (SIG rent paid is S&#million in the SIG accounts for 2004). This valae
also included in compensation of employees for ieWdministration. The remainder of “rent but
occupy free of charge” rents are also included hereents paid for by private sector employers.
Separate estimates are made for rentals to exigataad Solomon Islanders, due to the significant
difference in rentals paid. Intermediate consunmmpéind consumption of fixed capital are estimated at
10% and 5% of gross output respectively, with ofiregasurplus as the balancing item. Separate
employment data for the real estate industry atewailable for cross-checks and SINPF should be
approached for separate estimates of contributons this industry.

Owner-occupied Dwellings

25. Value added estimates for owner-occupied dwellargsmplicitly generated by the “rental
services” produced by dwellings occupied by theiners and is included in GDP. Output is estimated
as the value of imputed rentals. The value of temqgeoduced is also included in final consumption
expenditure of households, in GDP by expendituegeshirhe number of owner-occupied dwellings is
derived from the 1999 Population Census and thesHTEe number of dwellings is rated forward

using household formation projections based oratireialized rate of change between the Census and
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the HIES. The HIES data provides information onrtbenber of households in rented dwellings. From
this information it has been estimated that alhkdwellings, all urban dwellings of traditional
construction, and roughly half of permanent urbaeliings are owner-occupied. This proportional
estimate has been applied for 2003 onwards.

26. Based on CPI actual rents and local knowledge otakgalues, separate rent series have been
estimated for dwellings of traditional constructiarrural and urban areas, and for permanent
dwellings in rural and urban areas (i.e. four congrd series). Intermediate consumption is currently
estimated at 10% of the value of gross output, wampsion of fixed capital (similar to depreciatids)
estimated at 5% of gross output, with operatinglsisras the balancing item.

Business Services

27.  All business services are provided by the formatae Coverage in the BS frame is considered
good, and 2003 and 2004 estimates have been basetliydon the survey results. No adjustments

have been made. The provisional estimates are loasednstant 2004 price estimates adjusted for the
all items CPI price movements since 2004. Sepampoyment data for the business services industry
are not available for cross-checks and SINPF shioelldpproached for separate estimates of
contributors from this industry.

Public Administration and Defense

28.  Actual expenditure by the Government on wagesyisaland supplements are used for value
added estimates in 2003 and 2004. Separate estitmate been developed for Public Administration,
Police and National Security, Education, and Heditte first two estimates are shown as Public
Administration and Defense in the NA statisticdllés. The last two are added to GVA estimates for
Education and Health respectively. Separating thesgonents also allows for separate estimation in
the constant price series, where the value addeenpeloyee may differ across different government
activities, and growth in employment may occuriffecent rates in the different industries (assugnin
employment data are used as volume indicators).

29.  The SIG accounts include payroll costs paid to &hiployees of central government
departments outposted to provincial governmentedfi This does not cover employees directly
employed by the provincial governments, who are pait of the grants paid by the SIG to provincial
governments. The value of grants is analyzed byawaponent using the breakdown from the
Western Province Provincial Government’s accoutgsis of compensation of employees are
identified in the accounts and a proportion appleethe total grant to all provincial governments.
Intermediate consumption is estimated as the rabidilue of the grant, after deducting the estinadite
compensation of employees. This assumes thatallrmmial governments’ accounts are similar in
expenditure pattern to the Western Province, aatltkie grants are all used for current expenditures
(i.e. there are no capital expenditures made flwrSiIG grants).

30.  While the development budget of the SIG is larbgere are no definitive data on the actual
expenditures against the development budget, inbgeaause much of the funding is not directed
through SIG accounts. As a result, this compone@aP is weak. For the estimates made in this
report, the value for compensation of employeesisnated as 50% of the recurrent budget value.

31. The provisional estimates for 2005 and 2006 aredas compensation of employees data

sourced from the “Fiscal” Excel worksheets complbgdMF mission staff, as the MSA did not have
access to the SIG accounts data for those ye&8& Should be more proactive in accessing SIG
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accounts data on a more timely basis in orderadyre Government Finance Statistics (GFS) as well
as to use for national accounts compilation purpose

Education

32.  For 2003 and 2004, gross output and value addedatss for Education are sourced from SIG
accounts for education services provided by goverminBS data for private sector education services,
and the NPI survey data for education servicesigeavby non-profit institutions. After adjustments
are made to avoid double counting, HFCE educatipermditure is added to total output, with the
average industry value added to output ratio bapylied to derive the value added for this final
component. For 2005 and 2006, a weighted currece putput index based on government
expenditure and HFCE has been used to derive poogisvalue added estimates. The estimates are
then cross-checked for reasonableness using trentprice value added per worker — using SINPF
employment data.

Health

33.  For 2003 and 2004, gross output and value addedagss for Health are sourced from SIG
accounts for health services provided by governpigtdata for private sector health services, aad t
NPI survey data for health services provided by-padit institutions. After adjustments are made to
avoid double counting, HFCE medical expendituradded to total output, with the average industry
value added to output ratio being applied to dettievalue added for this component. For 2005 and
2006, a weighted current price output index basedavernment expenditure and HFCE has been used
to derive provisional value added estimates. Thienates are then cross-checked for reasonableness
using the current price value added per workernrguSINPF employment data.

Other Services

34. Other services include a number of smaller indestproviding services to embassies,
households, government, international organizatamasnon-profit institutions (e.g. churches), with
services being provided by both formal and inforsedtor providers. The formal sector value added
estimates for 2003 and 2004 were sourced direiiy the BS and NPI survey data. For 2005 and
2006, provisional estimates were extrapolated uiagnovement in final consumption expenditure.

35.  For the informal sector, HIES data on income eafr@a services provided to other
households (including domestic servants), adjustedopulation growth rates and the CPI index for
other services have been used, as well as a sraatlerate for local staff employed by embassies and
international organizations.

Taxeson Production and Products

36.  Taxes on production and products are the main safrdomestic revenue for the SIG. For
2003 and 2004 estimates of taxes on productiomising level data were collected in the BS. However,
the sum of the BS data was less than that rec@sleeceipts by government. Adjustments were made
to reconcile payments recorded in the BS to resegatorded in the SIG accounts for both years. The
adjustments were made separately for industry Bpéakes and for other taxes. Where possible, the
SIG receipts were allocated directly to the apgedprindustry (e.g. for alcohol and tobacco excise
duties to manufacturing). For “goods” and “salesXds, estimates were made of what each industry
should have recorded as paid to SIG, based orel&eant rate of tax and turnover, where appropriate
These estimates were then reconciled to SIG rexeipt
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37.  For excise duties, the final values were addeddssgyoutputs and taxes on production on the
assumption that the BS outputs of industries wecerded exclusive of excise taxes. This assumption
is based on the analysis of the BS returns fongsaof businesses. However, it is not definitine a
ideally SISO should contact a number of the keypayers to confirm the treatment in their survey
returns. For other taxes the counter-entry wasnmgdiate consumption, on the assumption that these
taxes had been misclassified in the Business Supsponses.

38.  The value of import duties has been added to thecfundustry values added and shown in the
summary GDP table as “Taxes on products”. Thesestare not paid out of industry value added, but

are included in the costs of final and intermedeersumption (and the income measure of GDP) and
therefore need to be included in GDP.

39. For 2005 and 2006, the provisional estimates areced from the “Fiscal” Excel worksheets
compiled by IMF mission staff, as the MSA did nawk access to the SIG accounts data for those
years.

Bank Service Charges

40. Because a part of commercial banks’ gross outpuibban imputed (that part for which explicit
fees are not charged) an adjustment is neededaadréne imputed bank service charges. This is done
by included a “nominal industry” which simply showalue of intermediate consumption equal to the
value of the imputed service charge, with zero gmsgput and consequently a negative operating
surplus and value added. The negative value addid@ mominal industry is added to the sum of
industry values added and taxes on products toel&DP.

Cross-checks

41. Once the initial current price estimates for eatustry have been produced, the contribution
of each industry to GDP over time is checked fasomableness and any unexpected changes are
investigated. Cross-checks are also made betwedpotand expenditure side estimates in order to
reduce the statistical discrepancy.
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APPENDIX II: Expenditure Measure of GDP — Methodology Summary

42. The MSA has expanded and revised the methodologyrmented in the previous mission
report. Compilation methods for 2003 and 2004 wewewed and improvements made, where
appropriate. New methods were developed to prodrelaninary estimates for 2005 and 2006 for a
number of expenditure components. There was ircseiffi time during the mission to produce
preliminary estimates for the remainder of expendicomponents, and the estimates for these
components are illustrative and provisional onlyth¥he exception of preliminary HFCE estimates,
no attempt was made to produce estimates for 2303ource data were not available.

43.  The mission spent a significant amount of time ttgiag the methodology for various
expenditure components. However, the range ofaatdable are limited and there are concerns over
the quality and coverage of some data. Therefo (&) - the expenditure based measure of GDP - is
considered statistically weaker than GDP(P) - ttoelpction based measure. For this reason the
statistical discrepancy has been included on tper&iture side, so that GDP(E) equals GDP(P).

Household Final Consumption Expenditure

44. HFCE estimates for 2003 to 2007 were produced usiagonably detailed HIES data for
2005/06, adjusted for changes in volumes and prides methodology has been refined since the
previous mission. The published HIES includes valogputed for home production and consumption
of food and dwelling rentals. There is no documtniisavailable at SISO to explain how these
estimates were developed. After compared the HE&ES& oh household food production and
consumption, the data were considered reasondbity fourpose and accepted as the best available.
The imputed owner-occupied housing rental values fine HIES were considered too low, when the
survey results for the average actual rents péedeswelling with the equivalent imputed rents for
similar sized and built owner-occupied dwellingbeTHIES data have been replaced by the estimates
made for the industry accounts.

45. HFCE estimates have been produced at the sub-tgeelpused in the HIES survey, with more
detailed estimates being compiled for some experalitems in order to produce HFCE estimates
based on th€lassification of Individual Consumption by Purpose (COICOP). The expenditure
components estimated include:

* Food — with separate estimates for food bought §Hi&ta adjusted for total population growth
rate changes and CPI food price index) — impored {using adjusted food imports’ current
value data) and domestic food produced for sakdwel); and domestic food produced for
own consumption (based on HIES data adjusted fal population growth rates and the CPI
domestic food price index — adjusted for rural usrsrban price levels);

* Beverages and tobacco (HIES data adjusted forpogalilation growth rate changes and CPI
beverages and tobacco price index);

» Clothing and footwear (HIES data adjusted for tptgbulation growth rate changes and CPI
clothing and footwear price index);

* Housing and utilities — with separate estimatesafiiual rents (HIES data adjusted for urban
household formation growth rate changes and CR¢$ tadex), imputed rents (data from
production account), and utilities (HIES data atjddor total household formation growth rate
changes and CPI household operations price index);

18



» Household other — with separate estimates for $bings and household equipment (HIES data
adjusted for total household formation growth @tanges and CPI household equipment and
furnishings price index), and routine maintenanue r@pairs (HIES data adjusted for total
household formation growth rate changes and CPddimld repairs and maintenance price
index);

» Health (HIES data adjusted for total populationvgiorate changes and CPI medical price
index);

* Transport (HIES data adjusted for total populagioowth rate changes and CPI transport price
index, and imports of transport vehicles for doneasse);

» Leisure, entertainment and culture (HIES data aegufor total population growth rate changes
and CPI recreation price index);

» Education (HIES data adjusted for total populagioowth rate changes and CPI education price
index);

* Hotels, cafes and restaurants — with separate &stsnfior food away from home and catering
(HIES data adjusted for total population growtlerelhanges and CPI food away from home
price index), and accommodation services (HIES ddpasted for urban population growth rate
changes and CPI actual rents index); and

* Miscellaneous goods and services — with separéitaaes for communications (HIES data
adjusted for total population growth rate changes @Pl communication price index), other
goods (HIES data adjusted for total population dlhomate changes and CPI miscellaneous
goods price index), and other services (HIES ddjiaséed for total population growth rate
changes and the CPI price index for recreation¢&iittn and health).

46.  Given the significant contribution of this expemal@ component to GDP(E), further refinement
of the methodology is recommended, using more lget&lIES expenditure item data (e.qg.
domestically produced versus imported) and CPEpridexes (e.g. domestic versus import prices,
expenditure class indexes), as well as investigatiore appropriate volume movement indicators.

Final consumption expenditure of NPISH

47.  Final consumption expenditure of NPISH for 2003 20084 are based on consumption
expenditure data collected in the NPI survey. UsliegNPI survey results, the mission also developed
NPISH FCE estimates by purpose - based orCthassification of the Purposes of NPISH. Provisional
estimates for 2005 and 2006 have been extrapalsiad HFCE current price value movements (i.e.
assuming a fixed relationship between NPI expengliten households and HFCE). Further work is
required to develop a better methodology.

48. The key to improving these estimates is to sigaiftty improve the timeliness of the NPI
survey, so that actual reported data are avaifablese. For the most recent year’s estimatedéurt
investigation is required to identify more suitaglewth indicators, as NPl consumption expenditsire
influenced by numerous factors, including assistgrograms of various development partners,
household remittances to churches and other chaggnizations, etc.

Government Final Consumption Expenditure

49. GFCE estimates for 2003 and 2004 are sourced lyifecin the SIG financial accounts and
derived as the sum of:

* compensation of employees, from the industry acispun

» grants paid to provincial government;
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» intermediate consumption of goods and services tl@51SO GFS tables; and
* an estimate of the development budget’'s FCE.

50. The latter estimate is based on the value of tdaelopment budget expenditure (IMF Article
IV) less the proportion that comprises capital fation and non-GFCE expenditures (transfer
payments, TA costs, etc.). The GFCE componentrisettusing the proportions of planned
expenditure as indicated in the 2004 Developmenigdt

51. The provisional estimates for 2005 and 2006 aredas data sourced from the “Fiscal” Excel
worksheets compiled by IMF mission staff, as theAWsd not have access to the SIG accounts data
for those years.

Gross Fixed Capital For mation

52.  Estimates for 2003 to 2006 of total gross fixeditedformation (GFCF) have been based on
supply-side estimates of construction and duratpepenent derived primarily from imports data on
construction materials, machinery and transportggent. Customs’ imports data, summarized at the
4-digit level of the Harmonized System, were anatyand those items considered as capital goods
summed, including items that are intermediate gdodge construction industry and would be used in
the construction of capital goods (e.g. cementsnamber). Building materials have all been irtsd

as capital, since all dwelling construction is ud#d in GFCF (some will be used for repairs and
maintenance but not considered significant). Fammgport and equipment imports only a proportion of
the goods have been included as capital goodss somoe of those goods will also be purchased by
households (e.g. cars, outboard motors). The H¥pSrediture data was used to determine the
household durable goods proportion to deduct frata imports of the same goods.

53. Trade margins have been added for some items afrtegbcapital goods. It is believed that
most large items of machinery are imported direlosththe owner, not through a distributor. Therefore
no margins were added for those items. The valdeddf construction activities has then been added
to derive total GFCF values.

54.  Basic demand-side estimates have also been maadevide a cross-check against the supply-
side total. The cross-check indicates that the Igtgide estimates are reasonable, but should kst use
with caution. The demand-side estimates comprise:

* Recurrent government expenditure, based on thea&tGunts (GFCF as shown by the SISO
GFS tables);

* An estimate of the value of development budget GFCF
» Private sector and government market units andtstgtbodies, based on the BS and NPI
capital expenditure survey questions; and

» An estimate for the informal sector based on HIB&an construction and significant dwelling
improvements.

55.  There are currently no estimates of working livekte.g. stud animals, dairy cows) or other
components of GFCF. Further MSA or other TA willfexessary to assist SISO in developing more
comprehensive GFCF estimates over the medium-term.
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Changein Inventories

56. Change in inventories in 2003 and 2004 were basedtly on BS data. No separate estimate
has yet been made for forestry stock changes, datacare available. An assumption has been made
that there is no changes in inventories held byrmél sector producers (e.g. poultry, livestockps).
This needs to be investigated further. Provisi@séimates for 2005 and 2006 are extrapolationsdbase
on the change in current price value added formginnanufacturing, and trade industries. Further
development work is needed to identify data souticasprovide better proxy indicators.

Exports of Goods and Services

57. The exports of goods estimates for 2003 to 200®ased on SISO trade statistics, sourced
from Customs Department trade data. While theres@mege concerns about the undervaluation of some
exports (e.g. logs and timber), the values — witefed to domestic demand values - were comparable
to gross output values on the production side. Bgpf services estimates are taken directly froen t
Balance of Payments, which are based on FET datan@he coverage limitations of FET data, it is
likely that exports (and imports) of services anelerestimated.

Imports of Goods and Services

58. Imports of goods are derived from the SISO tradéstics, sourced from the Customs
Department. An adjustment was made for the valdaealfimports which was grossly under-reported
in the Customs data for 2004 by the previous missitie adjustment was based on the value of
purchases of goods for resale recorded in the Biéoywo fuel distributors. However, the MSA
reduced the size of the adjustment after beingmméal that fuel was also being imported directly by
some fishing and logging companies.

59. There are a number of other coverage and valuasues relating to imports of goods. The
significant difference between retail prices angam prices cannot be explained by import duties,
other taxes and trade margins. There appearsuadervaluation of most dutiable imports. In additio
it appears that the imports of development assistankind and imports by the RAMSI were not
included in the SISO statistics. As a result, thesion made coverage and valuation adjustments for
imports of goods for both 2003 and 2004. For 2082006, coverage adjustments were only made
for in-kind development assistance. Imports of ®ewestimates are taken directly from the Balaice
Payments, which are based on FET data.

Statistical Discrepancy

60. Once the initial estimates were compiled for thpesditure components, cross-checks were
made between output and expenditure side estinmatzder to identify inconsistencies and improve
the statistical discrepancy. This resulted in fartadjustments being made to HFCE, GFCF and
imports of goods. The statistical discrepancy bew&DP(P) and GDP(E) in current prices was
reduced to -0.2% and -0.5% for 2003 and 2004 réisedc The statistical discrepancy for 2005 and
2006 is much higher, at -3.3% and -7.1% respegtiasd source data were more limited and it was
harder to identify which expenditure and producttomponents were being over or underestimated.

21



APPENDIX Ill: Constant Price GDP by Industry — Methodology Summar vy

Agriculture

61. Formal sector constant 2004 price estimates hase empiled separately for copra, cocoa,
palm and rice plantations, using volume of productiata to extrapolate base year value added (from
the nominal GDP calculations, based on volumes firiee). The constant 2004 price estimate of
agricultural food crops produced by the informaltsg either for own consumption or for cash sale,
has been derived by deflating gross output in otipeces using the domestic food CPI. Value added
is then calculated using the 2004 value addeddssgoutput ratio.

Forestry and L ogging

62. Forestry and logging gross output estimates aredbas volume extrapolation with 2004 as the
base period, using the volume of logs producediéonestic use (e.g. furniture, handicrafts, timtoer f
construction) and exports. In order to calculatalttmg production, timber for domestic use or axpo
has been converted to logs using a ratio of 0.72fctimber to 1.00 cm of logs. Gross output for
firewood is estimated by deflating the current eriitput estimates using the CPI firewood pricexnd
movements. Value added has then been calculated U 2004 value added to gross output ratio.

Fishing

63. Constant price gross output estimates for formetissdishing are based on volume
extrapolation of fish exports. For the informalteecsubsistence fishing estimates are extrapolated
using the population growth rate and estimatesisbing for domestic sale are derived from current

price values deflated by the CPI fish price indéalue added is then calculated using the 2004 value
added to gross output ratio.

Mining

64.  Gross output for gold mining has been estimatexdgusblume data for gold exports. Because
the only large scale mine in Sl was not operatmg0d04, an estimate of value added per gram of gold
extracted has been derived from the financial states of a gold mining company operating in Fiji

(assumes similar processes, quality, productieity). Value added is then calculated using the 2004
value added to gross output ratio.

M anufacturing

65. Formal sector gross output estimates for 2003 asedon the more detailed industry level

current price estimates deflated using the var@Babksub-group or expenditure class price indexes

discussed in the section above on current priceatgs for manufacturing. The 2005 and 2006

estimates have also been compiled at a more detadestry level using various methods, including:
» Constant price value movements in HFCE food botghfiood manufacturing;

» Constant price value movements in HFCE beverageésadnacco for beverages and tobacco
manufacturing;

* Volume of timber production for wood products mauifiring;
* Population growth rates for printing and publishing

» Constant price value movements in GFCF construétoohemical and rubber manufacturing
(mainly produce paint), non-metallic products maatdiring (mainly bricks and concrete); and
metallic products manufacturing (mainly nails, phing, electrical wire, etc.); and

22



» Constant price movements in manufacturing, exclyfiimod manufacturing, for other
manufacturing industries.

66. Value added is then calculated using the 2004 \edideed to gross output ratio for each
manufacturing industry. The estimates are thensecbgcked for reasonableness using the constant
price value added per worker — using SINPF employrdata.

67. Informal sector gross output is derived by deflagtine current price output values by a
composite timber price index (i.e. CPI and expoitgs). Value added is then calculated using the
2004 value added to gross output ratio for the wareducts manufacturing industry.

Electricity and Water

68.  Gross output estimates for electricity are basedatuiime changes in kilowatts of electricity
supply. Value added is then calculated using tl 2@&lue added to gross output ratio. The gross
output estimate for water supply for 2003 was estad by deflating the current price estimate using
the CPI water price index. For 2005 and 2006, #regntage change (3.7%) between the constant
price estimates for 2003 and 2004 has been usisdetommended that SISO collect volume of water
supply data directly from the sole supplier. Vahaeled is then calculated using the 2004 value added
to gross output ratio.

Construction

69.  Construction gross output estimates are basedeocutinent price estimates deflated using the
GFCF construction implicit price deflator. Valuedad is then calculated using the 2004 value added
to gross output ratio.

Trade

70. Formal sector estimates are derived using the batiween the 2004 BS results and total traded
goods, and a constant price index of traded gomd®d03 onwards. The estimates are then cross-
checked for reasonableness using the constantyaice added per worker — using SINPF
employment data.

71. Informal sector estimates for street vendors’ neggire the current price values deflated by the
all items CPI movement. For other informal secaaiters, the 2004 margin is applied to the corstan
price value of agricultural commodities, firewodidh and handicrafts produced by the informal sect
for domestic sale.

Restaurants and Hotels

72.  Estimates for 2003 are derived by deflating theenurprice BS results by the movement in the
CPI indexes for food away from home and actualsréetween 2003 and 2004. The estimates for
2005 and 2006 are based on 2004 constant priceagss rated forward using the estimated constant
price growth rates in government, household andéxBéenditure and business intermediate
consumption. Value added is then calculated usied2004 value added to gross output ratio. The
estimates are then cross-checked for reasonablesiegsthe constant price value added per worker —
using SINPF employment data.
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Transport and Storage

73. Value added estimates have been calculated usn20¥ value added to gross output ratio
applied to the constant price gross output estisn&lenstant price gross output estimates are lmased
volume extrapolation for:

» Sl Ports Authority — volume of cargo handled;
» Sl Airlines — passenger numbers;
» Informal sector transport — total population growate; and

* Remainder of transport (domestic shipping, frefghtvarders, etc) — composite index of the
above components of transport plus wholesale aad teade (assumes that transport services
related to the movement mainly of goods within Sl).

Communication

74. Value added estimates have been calculated usn20®v value added to gross output ratio
applied to the constant price gross output estisn&@enstant price gross output estimates are mased
volume extrapolation for Telecom Sl — using the posite of number of radio telephone calls made
and number of telexes sent - and for S| Post -gusi@ composite of weight of mail handled and
number of telephone connections.

Financial I ntermediation

75.  Estimates for 2003 onwards have been derived frameot price estimates deflated using the

all items CPI movements between 2004 and the reteyears. Information on service charges, average
interest rates data by type of deposit and loamedisas relative composition of deposits and loans
required to develop more suitable composite daffata a period of strong growth in the financial
sector, where the number of employees does naaserat a similar rate (e.g. due to technological
advances, mergers, etc.), using employment to @eonstant price values is not suitable.

I nsurance

76.  The estimates for 2003 are based on the curresd palues deflated using the all items CPI
movement between 2003 and 2004. For 2005 and 20®@stimates are provisional as they were rated
forward using the current price movement in finahoitermediation value added after the mission was
completed. Further investigation is required tantdfg more suitable indicators to measure constant
price changes.

Real Estate

77. The estimates for 2003 are based on the curresd palues deflated using the CPI rents index
movement between 2003 and 2004. For 2005 and 20®@stimates are provisional as they were rated
forward using the constant price movements in tR€H actual rents component.

Owner-occupied Dwellings

78.  The estimates for 2003 are based on the curresd palues deflated using the CPI rents index
movement between 2003 and 2004. For 2005 and 2®@stimates are rated forward using the
constant price movements in the HFCE owner-occupmgdited rents component.
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Business Services

79. The estimates for 2003 are based on the currere palues deflated using the all items CPI
movement between 2003 and 2004. For 2005 and 2@®@stimates are rated forward from 2004
using the change in the sum of constant price vadiged for mining, manufacturing, electricity and
water, construction and services industries.

Public Administration and Defense

80. Constant 2004 price value added estimates for 26@3or 2005 onwards are based on 2004
value added per worker being applied to Governragmgloyment data.

Education

81. The estimates for 2003 onwards are based on thentyrice values deflated using the CPI
education services price index movements betwe84a aAd the reference year.

Health

82.  The estimates for 2003 onwards are based on thentyrice values deflated using the CPI
medical price index movement between 2004 andefezence year.

Other Services

83.  The estimates for 2003 onwards are based on thentyrice values deflated using the CPI
price index movements for personal and other sesvietween 2004 and the reference year.

Taxes on Production and Products

84. Taxes on production and products are extrapolatgdyuhe constant price growth rate in GDP
at factor cost.

Bank Service Charges

85. Bank service charges are extrapolated using thetaonprice growth rate in GDP at factor
cost.

Household Final Consumption Expenditure

86. HFCE constant price estimates have been produdéeé atib-group level using various
indicators, for:

* Food — with separate estimates for food bought §Hl&ta adjusted for total population growth
rate changes) — imported food (using adjusted foqubrts’ current value data deflated using
the imported food CPI index movements) and doméstid produced for sale (residual); and
domestic food produced for own consumption (baseHIi&S data adjusted for rural
population growth rates);

» Beverages and tobacco (HIES data adjusted forpofalilation growth rate changes);
» Clothing and footwear (HIES data adjusted for tptgbulation growth rate changes);

* Housing and utilities — with separate estimatesafiiual rents (HIES data adjusted for urban
household formation growth rate changes), imputedsr(data from production account), and
utilities (HIES data adjusted for total househadiation growth rate changes);
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* Household other — with separate estimates for $hings and household equipment, and
routine maintenance and repairs (HIES data adjdstadtal household formation growth rate
changes);

* Health (HIES data adjusted for total populationvgiorate changes);

* Transport (HIES data adjusted for total populagioowth rate changes, and the constant price
movements for imports of transport and machinery);

» Leisure, entertainment and culture (HIES data aeglifor total population growth rate
changes);

* Education (HIES data adjusted for total populatioowth rate changes);

* Hotels, cafes and restaurants — with separate &stsnfior food away from home and catering
(HIES data adjusted for total population growtlerelhanges), and accommodation services
(HIES data adjusted for urban population growtle ctanges); and

» Miscellaneous goods and services — with separéitaaes for communications, other goods,
and other services (HIES data adjusted for totputagion growth rate changes).

87.  Given the significant contribution of this expemul& component to GDP(E), further refinement
of the methodology is recommended, using more lget&l|IES expenditure item data and CPI price
indexes, as well as investigating more appropsuateme movement indicators.

Final consumption expenditure of NPISH

88.  Final consumption expenditure of NPISH constanteastimates are based on current price
consumption expenditure data by purpose deflateduke relevant CPI sub-group indexes (e.g. CPI
sub-group indexes for education, medical, miscelbais services).

Government Final Consumption Expenditure

89. GFCE constant price estimates are the sum of twgpooent estimates - compensation of
employees and other expenditure. The compensatiemployees component is based on the 2004
value adjusted for changes in government employmuiaiet The other expenditure component is based
on GFCE in current prices less compensation of eyagls in current prices, deflated using the all
items CPI. Further work is required to improve thethodology, such as breaking down other
expenditure by type of goods and services in ctupgoes and then deflating the components using
best proxy price indexes.

Gross Fixed Capital For mation
90. Constant price estimates for 2003 to 2006 of wtass fixed capital formation (GFCF) are the
sum of component constant price estimates, inctadin

» Traditional dwellings — estimated using the grovéte in the number of traditional dwellings;

* Permanent dwellings and other construction — es¢idhy deflating the current price value by
a composite weighted price index of constructioemals and estimated wages;

» Machinery and transport equipment - estimateddfiating the component current price
values for vehicles, outboard motors, and otherhinacy by price indexes for vehicles,
outboard motors, and machinery and equipment sddroen the CPI or imports unit price
data.
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Changein Inventories

91. The change in inventories estimate has been debyel@flating the current price value by the
implicit price deflator for manufacturing. Furthéevelopment work is needed to identify data sources
that provide better proxy indicators.

Exports of Goods and Services

92. The exports of goods constant price estimates@d820 2006 are based on the sum of constant
price values calculated at the component 1-digintéaized System level. The component estimates
are derived by either deflating the current priseéneates using various price indexes (e.g. CPI
beverages and tobacco index, CPI fuel price ind@nufacturing and GFCF durable equipment

implicit price deflators) or using volume indicadqie.g. volume of agricultural commodities and fish
agricultural production index). Exports of serviessimates are based on the current price values
deflated using the all items CPI. There was noughdime during the mission to develop better
estimates. Further investigation is required toettgy more suitable methods for estimating the
constant price values (e.g. estimating servicesmabre detailed level, such as using tourist dgifa
travel services credits).

Imports of Goods and Services

93. The imports of goods constant price estimates @820 2006 are based on the sum of
constant price values calculated at the componeigit Harmonized System level. The component
estimates are derived by deflating the currentepestimates using various price indexes (e.g. CPI
imported food index, CPI beverages and tobaccaxin@®@!I fuel price index, CPI chemical and rubber
product index, manufacturing and GFCF durable egaigt implicit price deflators). Imports of
services estimates are based on the current paloesdeflated using the implicit price deflataor fo
imported goods. There was not enough time duriagriltssion to develop better estimates. Further
investigation is required to develop more suitab&thods for estimating the constant price values.

Statistical Discrepancy

94. The statistical discrepancy between GDP(P) and GPiA(constant prices is -0.9%, -0.5%,
0.1% and -2.6% for 2003 to 2006 respectively. Siggmtly more effort is required to improve source
data and methods in order to produce more robundtaot price GDP estimates. This will need more
staff and resources for economic statistics, abagaiore frequent TA.
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