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l. | nt roducti on

1. Let me thank you, first, for the invitation to come and speak to you
today. The European Central Bank (ECB) has a very strong interest in European
statistics. It is, of course, itself a producer of statistics. The ESCB is in
charge of money and banking statistics and shares responsibility w th Eurostat
for bal ance of paynments statistics and financial accounts. However, in nost
other areas the ECB is solely a user, depending heavily on Nationa
Statistical Institutes (NSIs) and Eurostat. | would like to take the
opportunity to explain our needs as the monetary policy authority of the euro
area, and try to address sonme of the key issues that have been raised
regarding the availability as well as the tineliness, reliability and

i nternational conparability of European Statistics. As | am sure you are
aware, nmarket participants have been critical, particularly recently, about
the state of euro area statistics. The ECB (and its forerunner, the European
Monetary Institute) has never been in doubt about the inportance of data for

1Prepared by M W Schill, Deputy Director General of DG Econom cs, ECB
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the euro area. It has been actively involved in a nunber of statistica
initiatives in recent years, dating back to the so-called “Inplenmentation
Package”, which was published in July 1996 and which set out the EM
assessnment of the statistics required for Stage Three of Monetary Union
Statistics of a high quality are of key inportance to ensuring that the
correct nmonetary policy decisions are taken. Policy m stakes can be very
costly for the econony in ternms of higher inflation and | ower output and
enpl oyment .

2. Let me start by explaining that the statistical needs of the ECB and the
Eurosystem as a whole are derived from the prinmary objective, which is to
maintain price stability in the euro area. These needs are reflected in the
nonetary policy strategy whi ch has been adopted. The European Central Bank is the
centre of the Eurosystem which consists of the National Central Banks ( NCBs) of
the 11 EU Menber States participating in nonetary union together with the ECB
The primary objective of the ECB - which is specified in the Treaty on European
Union - is to maintain price stability in the euro area. In order to provide
greater transparency and accountability in its decision-nmaking, the Governing
Counci|l of the ECB (which is conposed of the six Executive Board menbers of the
ECB together with the governors of the NCBs) announced a quantitative definition
of price stability. This is a year-on-year increase in consunmer prices of 2% or
less in the nediumterm as neasured by the Harnoni sed I ndex of Consumer Prices
(HHCP). In fulfilling this objective, the Eurosystem has adopted a nonetary
policy strategy which is conprised of two pillars. The first relates to the rate
of growth of broad noney (M3). A reference value has been set of 4% for nonetary
grow h, nonitored on the basis of three-nonth noving averages of the twelve nonth
growh rates for M3. The second pillar is a broadly based assessnent of the
outl ook and risks for price stability. Our assessment, based on the avail able
data, is regularly reported in the ECB Monthly Bulletin.

3. If the main needs for statistical information relate to the euro area, this
does not nean that the ECB does not also take a strong interest in data for other
EU countries. A core set of highly conparable data are required for assessing
convergence. In addition, these data are of interest as the ECB nonitors closely
devel opnents in the main trading partners of the euro area. In the case of future
menbership of the euro area it will, of course, be necessary to have harnoni sed
data. To the extent that this already exists it would ensure a snoboth statistica
transition to the euro area. Beyond this, the ECB is al so nonitoring devel opnents
in accession countries.

. Data requirements are reflected in the nonetary policy strategy

4, As already noted, the statistical needs of the Eurosystem are
principally driven by the need to provide a thorough analysis of the euro area
econonmic situation as required by the two pillars of the nonetary strategy. In
order to conduct this assessnent, which is carried out according to the
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monetary policy strategy, the ECB requires a wi de range of nonetary, financia
and econonic data. While information on nonetary devel opments in the euro area
is vital for the forrmulation of the appropriate stance of nonetary policy,

i nformati on fromother sources is also required, as recogni sed by the second
pillar of the nonetary policy strategy. The broadly based assessnment of
current and future price devel opnents draws on the analysis of price

i nformati on which can be derived fromfinancial market indicators, a regul ar
anal ysis of a wide range of short-term econom c indicators, including those
covering both the donestic and world economy, various survey data on inflation
expectations and the evaluation of forecasts of inflation. The quality of euro
area data, including tineliness, reliability and the availability of back
data, is of prime inmportance in undertaking forecast exercises for the euro

ar ea.

5. As nmonetary policy is conducted for the euro area as a whol e the Governi ng
Council requires an area-w de perspective on nonetary, econonm c and financia
devel opnents. \Where the euro area series is the result of aggregating nationa
data, it is therefore concerned with the degree of harnonisation of the
statistics and the geographic coverage. Most of the existing euro area data are
based on aggregating national data. Wile ideally this neans that data for al
11 participating countries are available, in practice we may be able to construct
area-wi de estimates if we have data for a sizeable proportion of the euro area
This means, inevitably, that if data are missing for the larger countries this
severely limts the usefulness of any information available to the Governing
Counci | when making policy decisions. It also nmeans that we | ook for data which,
if not fully harnoni sed, are broadly conparable. Looking back at the devel opnent
of statistical systens in euro area countries, it is understandable that there
have been differences, sonetines quite significant, in the series which are
avail able, the ways in which estimtes are constructed, and the frequency of
rel ease. However, policy needs change and providers of statistical information
need to adapt to neet the needs of this new situation. The alternative to this
approach woul d, of course, be to directly collect data for the euro area.

6. In general, the Eurosystem has the sane statistical needs as other nonetary
policy authorities responsible for |large econonmic areas in terns of tineliness
and reliability, while long tine series are also highly desirable. Tinmely and
reliable data are essential for conducting nonetary policy as central banks needs
to be able to have the latest information to be able to assess the current and
future outlook for prices. Back data are necessary for conducting enpirica

anal ysis into behavioural relationships between variables and whether there are
changes in these relationships over tine. Gven the potential for significant
structural change in the euro area as a result of globalisation, technol ogica

changes, and by no nmeans |east, nobnetary union, it is inportant to be able to
assess whet her past relationships still hold.
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Il An overview of data requirenents

7. Let me give you a brief overview of the current availability of some of
the various statistics for the euro area which the ECB uses.

8. First, the ECB nakes extensive use of noney and banking statistics. The
Eurosystem is the producer of noney and banking statistics and they have been
designed to neet the policy requirenents. In addition to nonetary and credit
aggregates the ECB has produced data on retail interest rates and securities
i ssues. The ECB al so examines financial market statistics. The quality of these
data is considered to be satisfactory.

9. As regards price statistics, the ECB pl aces considerabl e inportance on the
Har moni sed | ndex of Consumer Prices (HICP). The HCP broadly fulfils the
statistical requirenents of the ECB in terms of harnonisation, coverage,

reliability and tinmeliness. Recently, the coverage was broadened further, to
i nclude expenditure on education, health, social protection services and
insurance. It is, however, unfortunate that no back data are avail abl e. Mreover,
the H CP can be further inproved. The HICP was originally designed with the aim
of having a harnoni sed price index available for use in assessing convergence
anong EU countries. In order to assess price stability, it is inmportant that the
coverage of the consuner price index is as broad as possible. The main item now
still excluded fromthe H CP is household expenditure on owner-occupi ed housi ng

G ven the inportance of housing in household expenditure, it is inmportant to find
an acceptable solution for this, admttedly difficult, itemas soon as possible

10. Price devel opnents are further assessed using evidence from producer price
statistics, inport and export price statistics, |abour costs and national
accounts deflators. These data are not yet based on fully harnoni sed data and
have a varying degree of coverage and conparability. The situation concerning
producer price indices, which are inportant to identify price pressures at an
early stage, has inproved during the past year. However, inconsistencies in the
data remain, because the underlying main industrial grouping has not been fully
har noni sed. Data on unit | abour costs are not tinely, and no euro area aggregate
is available. Wth regard to other |abour cost indicators, Eurostat has rel eased
area-wi de | abour cost indices, which are derived from national sources (but
foll ow compn broad definitions). However, further progress is required towards
reliable, conparable and conprehensive quarterly statistics on |abour costs.
Timeliness is also poor from a nonetary policy perspective, and it is also
important to have further information on wage and non-wage costs. The
i ntroduction of ESA 95 has clearly inproved the quality and tineliness of
nati onal accounts deflators at the aggregate |evel and standardi sed conpensation
measures. As regards national accounts export and inport deflators, the analysis
of the inpact of external inpulses on the euro area econony renmains severely
inhibited by the inability to exclude intra-area trade. Genuine export and inport
price statistics for the euro area are unfortunately not avail able. Euro area
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data for unit value indices prior to 1999 are expressed in ECU, and are therefore
distorted by nmovements in the pound sterling.

11. Quarterly national accounts are of key inmportance to assess the cyclica
position of the econony and the extent to which this may influence the outl ook
for price devel opnents. The introduction of ESA 95 marks a significant

i mprovenent in terns of the availability of harnoni sed data. However, the
situation is not fully satisfactory. Not all EU countries produce quarterly
estimates as yet, while delays in the inplenentation of ESA 95 in severa
Menmber States, together with the extended use of derogations, nmeans that the
full benefits of the new system have not yet been experienced. There are nmany
series required by the Council Regulation which are not yet available at a
euro area level. It is also inportant to reduce the delays of data production
and transm ssion for national accounts. Mireover, there is a problemwth the
calculation of a long tinme series for area-w de data which now begin in 1991
in the best case, and in many cases only from 1995 onwards. The exi stence and
use by Menber States of derogations with respect to the provision of annua
ESA 95 back data are the reason for the absence of a |ong euro area series,

whi ch could persist until 2005. Mdreover, there are in sonme cases insufficient
detail available. This is inportant because the |lack of detailed data lints a
greater understanding of the factors behind the overall devel opnents.

12. VWile it is inmportant to focus on the main national accounts aggregates,
it should not be overl ooked that there are also other series usually derived
from national accounts which are of considerable inportance, such as quarterly
sectoral accounts. Mreover, there is no reference to the issue of seasona

adj ustnment in ESA 95 and no attenpt has been made to | ook into this subject,
whi | e t hinking about a conmon revisions policy has only started recently.

13. Concerning other short-term indicators, further inprovenents in the
provi sion of these data are al so needed, as regards availability, tineliness and
reliability. The overall picture has been characterised as being one of “too
little, too late”. This does not, perhaps, do justice to the progress that has
been nade, but it is clear that the situation remains unsatisfactory. Short-term
statistics on production and demand, such as that for industrial production and
retail trade, are of great inportance, in addition to quarterly national

accounts. Inprovenments are still required in particular for retail trade data,

which is a significant fraction of private consunption. Further inprovenents are
i mportant also for some other variables, such as the construction sector. In some
areas, such as manufacturing orders, there are currently no area-w de data due
to restrictions in terns of coverage or |ack of comparability. Again, the use of
derogations may seriously delay the availability of inportant indicators. In the
absence of other information, the nonthly Business and Consumer survey data
coll ected by the European Comm ssion, and the Purchasing Managers’ Surveys

provide particularly useful data on recent devel opnents. The data are very
tinmely, and appear to track actual devel opnments in the main sectors closely.
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14. From an area-wi de perspective, the situation regarding data on |abour
mar ket devel opnments remains far from satisfactory. Data on enploynment, in

particular, are available only for the industrial sector and with a considerable
lag. For total enployment no quarterly area-wi de indicator is released (the ECB
therefore uses avail able national data). For sone indicators, such as vacancies
there is no area-wide information. Menber States should accelerate the
i mpl enentation of a continuous Labour Force Survey providing quarterly
i nformati on on enpl oynment and unenpl oynent. The partial availability of quarterly
data nakes it difficult to assess the enploynment situation and devel opnents in
| abour productivity.

15. Governnment finance statistics are of special inportance to the ECB.
Budgetary positions need to be closely nonitored within the context of the
Stability and G owh Pact. Data on government expenditure and revenue nay provide
information on both the fiscal stance and the cyclical position of the econony.
Vi | e annual data on governnment expenditure and revenue are likely to inprove
following the recent agreenment on their definition, there is a need for
i mprovenent on quarterly data. These should come about in the context of the
recent Commi ssion Regulation— thanks to the efforts of Eurostat. There is
i nsufficient progress, however, on governnent financial accounts explaining the
deficit-debt adjustnent that is the link between the governnent deficit and the
change in government debt. Together with NCBs, the ECB is aimng to inprove the
availability of these financial data on an annual and quarterly basis.

16. At present there are no financial accounts covering the euro area. There
is partial information via the MFI data in conjunction with the balance of
paynments, securities issues, and governnent financial accounts. The ECB is
preparing abbreviated quarterly financial accounts for the euro area using these
sources and national financial accounts as they becone available. In the ESA 95
the requirement is for annual financial accounts only, but in the longer term

data at a quarterly frequency will surely becone necessary.

17. Finally, euro area bal ance of paynments aggregates are conpiled by the ECB
in accordance with a nethodology jointly agreed with Eurostat. The quality of
these data is still insufficient. The inconsistencies between national and euro

area BOP statistics and BOP and national accounts statistics are a serious
obstacle to use of the data and should be dealt with in the short term This
applies not just to data at an aggregate, but also to data at the detailed

| evel . There are significant delays in the publication of external and intrastat
trade statistics. There are also problens with tineliness of unit value indices
and there is a need for export and inport price indices rather than unit val ues,
whi ch contain a degree of averaging.

18. | have already nentioned the absence of data on sone useful short-term
i ndi cators. However, there are a nunber of areas in which data would be of



CES/ 2000/ 13
Page 7

considerable interest to the ECB but where they do not yet exist at the area-w de
| evel . Anmong these, the general |ack of data on devel opnents in the increasingly
i mportant services sector should be nentioned. In addition, there currently
exists no internationally conparable data on real estate prices (which are
important in the context of assessing asset price novenents and wealth effects).
The avail able data are not only very heterogeneous in terns of definition, they
also differ considerably in ternms of tinmeliness and frequency.

V. Assessnent of tineliness, reliability and conparability

19. As al ready nmentioned, the ECB requires data for the euro area which meet
a number of criteria; they need to be tinely, reliable and conparable. VWhile
it should be recognised that in a situation of limted resources it is
inevitable that a trade-off will exist between these key characteristics, and
that difficult choices my need to be made between them there is at present a
clear need for significant inprovenents at the euro area level in both
timeless and reliability.

20. VWil e considerable care should be taken in conparing statistics across
countries, it is nevertheless interesting to conpare the tineliness of data for
EU countries, the euro area and the United States. The “cobweb” charts are
designed to illustrate the tineliness of eight key economc series; real GDP
i ndustrial production, retail sales, enploynment, unenploynent, consumer prices,
i ndustrial producer prices and wages/earnings. The conparison is made wth
reference to recent observations for each series (in some cases with expected
rel ease dates). As can be seen, the availability of the euro area aggregate -
whi ch depends on the rel ease schedule for the individual countries - generally
lies well behind the equivalent figures for the United States. The main
exceptions are for consuner prices and, recently, unenploynment, where both US
data and euro area figures are available with a relatively short tine |ag
following the reference period. For other series, notably national accounts,
enpl oynent and retail trade, the euro area data are released at |east one nonth
after that of the United States. For exanmple, the first estimte of the nationa
accounts data for the fourth quarter of 1999 were released in the United States
just over 20 days after the end of the quarter, while the first estimate in the
euro area was schedul ed for release around 70 days after the quarter, and was
based on data for five countries; Germany, Spain, France, (ltaly) and the
Net herl ands. For several countries no quarterly data are available. This
illustrates the point that, at the time the euro area aggregates are rel eased
there are generally data missing for several euro area countries. Area-w de
estimates thus tend to rely on a certain amunt of projection for the remaining
countries. The delays permtted under the respective Council Regulations are
general ly rather long and, unfortunately, these delays are often still exceeded
in practice by sone countries.
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21. It is of course inportant to stress that the charts can only provide a
partial assessment of the data situation. They do not, for instance, address the
issue of reliability. One indication of this is the extent and nagnitude of
revisions. At present, there are often significant revisions to some euro area
data, such as industrial production and retail trade. This suggests that there
is scope for inprovenents both in tineliness and reliability.

22. It is inportant that inprovenents in tineliness do not come at the expense
of reliability. Greater tineliness requires that countries - particularly those
whi ch conprise a higher weight in euro area aggregates - release data earlier
This woul d enable a euro area estimate to be constructed at an earlier date.
VWhile a “flash” estimate based on smaller proportions of the euro area total can
be useful, it should not be at the cost of nbre substantial revisions at a later
date. | amaware of the existing trade-off between tineliness and reliability and
the difficulties of inmproving tineliness. However, the objective for the euro
area data should be to achieve “best practice” of those countries which rel ease
statistics already today in a tinely manner. The maxi mum del ays of transm ssion
and publication which are used as a reference in several Regulations, as for
exanpl e the four nonths delay for quarterly national accounts, are, however, not
adequate for nonetary policy purposes.

23. The problens identified partly reflect the fact that the nationa

statistics were originally not designed to be used in the franework of area-wi de
statistics. Area-w de data are, however, for the npbst part based on aggregating
nati onal data. It has been suggested that sone of the problens could be sol ved
by having a central statistical agency which would collect statistics directly.
This would elimnate any problens of harnonisation and could, it is argued,
improve tinmeliness. In this regard, conparisons could be mde wth the
statistical collection systens in the United States. | am not sure that this
fully resolves the difficulties. First, it neglects the considerabl e experience
whi ch exists with National Statistical Institutes. Secondly, it ignores the fact
that existing resource limtations at the national level are not easily
surmounted at the European |level. Nevertheless, there nmay be circunstances under
which it could be considered to collect euro area statistics directly. To the
degree that resource constraints are an obstacle to providing data for the euro
area it should be recalled that - as the US Federal Reserve Chairman Al an
Greenspan pointed out in recent testinony before the Senate Banking Conmittee2
- while central banks are generally cautious about the advantages of higher
governnment expenditure, this may be warranted under two conditions, first, that
the amounts involved are very small and, secondly, where there is a very
form dabl e argunment. | believe that increased spending on euro area statistics
certainly nmeets these conditions.

2 Question-and- answer period of Federal Reserve Chairman Alan Greenspan’s
testi mony before the Senate Banking Committee in the second leg of his sem -
annual Hunphrey-Hawki ns economic report to Congress.
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V. Concl udi ng Remar ks

24, To summari se, the ECB needs a wi de range of data for the euro area. Sone
of this already exists and neets the criteria for policy use. |Indeed, overall
there has been a significant inprovenent in the statistical framework in the
past few years. However, the picture is a nmxed one and while there is already
a high quality in sone areas (for instance in nonetary and financial data and
in consunmer price data) in others further inprovenents to the data are stil
needed. In particular, with respect to general economc statistics, there
continue to be major shortconmings in sonme areas. As has been pointed out by

mar ket participants, the tinmeliness of the euro area data still conmpare very
unfavourably in many cases with, for exanple, the United States. Also, the
availability of the data, particularly at a nore disaggregated |level, is nore

restricted. Tinmeliness can certainly be inproved in many cases, and there are
problems with data quality that lead to frequent - and sonetines |arge -
revisions at the euro area level. In this context, the delays in inplenmenting
existing statistical |legal acts at the European level, and the use of
derogations has led to |less progress in the quality of statistics than would
ot herwi se have occurred.
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Source: Release calendars (March 2000). Source: Release calendars (March 2000).
Note: figures indicate days after the reference period; 100 is used to signify no data released. Note: figures indicate days after the reference period; 100 is used to signify no data released.
1) HICP for EU countries and euro area; CPI for United States.
2) If monthly data are unavailable release dates for 1999 Q4, or 1999 annual estimates, are used.
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