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Following a request from the authorities and with the support of the European Department (EUR) of the Fund, I visited Podgorica during March 5-14, 2008 to provide technical assistance (TA) in national accounts statistics to the Republic of Montenegro Statistical Office (MONSTAT). The mission was a follow up to the Statistics Department’s (STA) national accounts missions conducted in April 2007, following a work plan to improve the national accounts estimates that was developed and agreed with the authorities. 
The objective of the mission was to assists the authorities on compiling the annual national accounts (NA) estimates for 2006 and on improving the data sources and statistical techniques used for compiling annual accounts. The mission worked on the following tasks:
1) Discussing with the MONSTAT management the streamlining of staff and financial resources
2) Reviewing the methodology and accuracy of the annual NA estimates in current prices
3) Reviewing data on taxes and subsidies on products, general government output, household consumption expenditure 
4) Improving the statistical techniques used for compiling constant price estimates;
5) Assessing the consistency of the price and volume measures and providing hands-on advice 
6) Assessing the quality of some basic economic statistics (price indices, wage and salary statistics)
7) Assessing the methodology of the retail price index, in regard to price movements for electricity

8) Providing formal training in national accounts to MONSTAT staff
9) Discussing with the MONSTAT management outstanding issues regarding implementation of the work program for NA and the TA needs in real sector statistics.
The mission met with the new management of MONSTAT (since January 1, 2008). The mission was impressed by the commitment of the new management to undertake a reform to implement international standards, to improve the credibility and quality of the statistics compiled, and to raise the integrity of MONSTAT. MONSTAT management had prepared a proposal for a new organizational scheme. Generally, the proposed organizational scheme is more efficient than the current one, putting the focus on improving macroeconomic statistics. The mission discussed the proposal with the management. The main mission recommendation is that MONSTAT could streamline in the future its resources by centralizing the statistical activities in its headquarters and cutting the regional job positions, thus improving its efficiency. The main benefits form such centralization could be the following:
· Staff in regional offices are not able to perform data entry, editing, validation, and transfer using a local area network, so most of its work will not be paper and pencil

· If the same staff works in headquarters, then it will have direct access to information technology, and increase its productivity

· If moved to HQ, staff could benefit from contacts with MONSTAT staff dealing with methodology on a daily basis,  can be easily used in performing tasks form different data collection/validation domains

· Most probably it would be cheaper to have staff in HQ than in regional offices

Detailed mission suggestions on the organizational scheme were given to the management. 

The mission advised on some interim measures, to be implemented by MONSRAT management until the new organizations scheme is approved by the government. The national accounts team is still organizationally not independent, and the head of the national accounts is still in charge of data collection and compilation of other basic economic statistics. As an immediate measure, the mission recommended to the management to strengthen the national accounts team with 2 more people and to free the national accounts head from managing other business statistics. Remuneration of NA staff is not competitive, and the management needs work on making the NA work more attractive.  Price statistics division is understaffed, with only one person to work on the consumer price index (CPI) and one on the producer price index (PPI). The mission suggested more staff to be assigned to work on the CPI, in order to start the implementation of the international methodology in price statistics. Another area of immediate concern is foreign trade statistics – in order to improve the quality of the data, MONSTAT has to work towards developing sound validation and editing techniques, which will require more resources. 
The mission worked with the NA team on compiling the annual NA estimates for 2006. The methodology of the aggregates compiled is generally sound, but the data sources are in need of improvement. MONSTAT compiles and disseminated basic economic statistics that are of little relevance for the national accounts aggregates. Most of the business statistics (transportation, communications, education, healthcare, social services, etc) reproduce either administrative data form government agencies or collect data on physical quantities only. The mission made assessment of the consistency of these data with other source data. Most of MONSTAT basic statistics data are not internally inconsistent, especially data on industrial statistics,  price statistics, labor and wage statistics, transport and communications statistics, etc. Data are not being validated against other MONSTAT data. Volume and price indices show opposite trends and cannot be used in national accounts. The mission recommended to the management of MONSTAT to review the program for statistical surveys and to drop the administrative surveys which are juts a reproduction of the data already available in the government agencies.
The mission reviewed the accuracy of the annual national accounts estimates. Currently MONSTAT compiles annual production account in current and constant prices. The methodology of the accounts is broadly in line with the 1993 SNA. However, the accuracy of the data sources needs to be improved. The main sources of data for national accounts are the financial statements of enterprises which are collected by the CBM. The quality of the data is satisfactory, but the timeliness is not. The mission suggested to MONSTAT to propose to the Ministry of Finance the deadline for collecting financial statements to be moved to end of March (which is the deadline of the Tax Authority too). The mission also proposed that MONSTAT gets individual data form CBM in order to validate and edit these data and to compile the production account on a more detailed level (2 digit level of NACE Rev.1 ).

The data sources for the unincorporated sector are very weak. The existing data collection is following the old approach used in former Yugoslavia - MONSTAT regional staff in municipalities is responsible for filling an extremely detailed questionnaire. The data collection form is outdated, and the instructions are not relevant.  MONSTAT has no insight on how these data have been estimated by the municipality staff. For 2006, the quality of these data is extremely poor, and could not be used into the NA compilation.  The mission recommended that MONSTAT designs its own data collection simple forms (for corporate and unincorporated sector), and looks for an agreement with the Tax Administration so these forms are collected as annexes to the tax report forms. The mission also advised national accounts staff to strengthen its cooperation with the tax administration and the Ministry of Finance. 

The exhaustiveness of the national accounts data could be improved to incorporate the nonobserved activities. Two ad-hoc surveys have been done, for tourism and agriculture. However, the estimate of the non-observed activities is probably under-reported – the labor force survey shows a significant higher number of employments than the MONSTAT survey RAD-1. MONSTAT team works with OECD on developing sound techniques for measuring the non-observed economy, however, work on this issue has to be speeded up.
The mission worked with the national accounts staff to estimate the volume measured of GDP for 2006. The techniques for deriving volume measures of GDP are constrained by the lack of suitable price and volume indices. The price and the volume indices compiled are not consistent within the “price x volume” framework for a lot of activities. The employment data collected through RAD-1 does not correspond with the trend of the volume indices. It is the mission’s view that the price and volume indices compiled by MONSTAT should move quickly to implement international recommendations. The mission provided training to MONSTAT staff form NA and business statistics on the core methodology for compiling price and volume indices.  

The mission discussed shortly with the price division the methodology of the retail price index and the new consume price index. Both indices still continue to follow the carry-forward technique for recording missing, seasonal, and new items, nevertheless the recommendations made during the previous STA mission. This practice should be dropped in the new CPI and replaced by the techniques for imputing these prices with the price movements of the groups. The methodology is well described in the Consume Price Index Manual and the Producer Price index Manual. Another area of concern in the RPI is that staff has no insight on what is the exact methodology as the software has been developed outside. The mission provided to MONSTAT a file with compilations with the price changes for electricity in the Retail Price index for 2007. The mission suggested to MONSTAT management to revise the RPI monthly indices for 2007 and more importantly, to re-calculate the base price year (average of 2007) for the new consume price index. 
The mission met with the Minister of Finance, who is in chare of MONSTAT and discussed outstanding issues regarding implementation of the work program for NA and the TA needs in real sector statistics. The mission had a meeting with staff form Eurostat (Mr. Everaert, Director of International cooperation in Eurostat, and the country manager for Montenegro), the EC delegation in Montenegro, and the representative of SIDA in Montenegro. The mission disused with all donors the future TA needs of MONSTAT. The mission shared its view with the donors that short-term missions are not that efficient and they stretch out the thin current resources of MONSTAT. Instead, it would be a better approach if a. resident advisor is posted in MONSTAT to help them move to international standards in macroeconomic statistics. 
Overall, the main mission recommendations are the following:

· Strengthen the current resources of MONSTAT (staff, financial, information technology) to be in accordance to the implementation of international statistical standards; increase the staff of the NA, prices and foreign trade teams, create an independent unit to deal with the national accounts;

· Increase the scope of the accounts to cover annual GDP by production and expenditure side in current and constant prices; gradually implement the 1993 SNA – quarterly accounts in current and constant prices, a full set of accounts, accounts by institutional sectors, etc.

· Nominate 2 MONSTAT staff to participate in the STA course on quarterly national accounts in Vienna in July 2007, and designate them to be the core of the future QNA team

· Speed up the implementation of the business register to be used as a framework for statistical surveys and for validation purposes; devote more resources for the new structural business survey to be used as main data source for compiling annual national accounts and updating the business register; improve its timeliness and exhaustiveness; and implement a quarterly survey from 2009;

· Agree with the Ministry of Finance on improving the timeliness of the finical statements data collected by CBM - end of March to be the deadline for collecting the data forms 
· Starts surveying the unincorporated household units directly, in cooperation with the tax authorities;  

· Improve the quality of the investments data and start collecting data on inventories;
· Compile estimates of output, intermediate consumption, and value added at a more detailed level of NACE (at least 2 digit level, and for the industry – 3 digit level); 

· Improve the timeliness of the annual national accounts up to 9 months after the end of the year;

· Improve the data presentation, disseminate consistent time series on the website, and provide metadata on the sources and methods used and the deviations from 1993 SNA.

· For the consumer price index and the producer price index, improve the techniques used for missing prices, seasonal and new products, drop the carry forward method since it biases the index towards a zero change, implement a new technique in line with the international standards; 

· Expand the PPI to cover exports as well as domestic production;

· Improve the presentation of all price indices; compile time series of chain-linked indices and disseminate them on the website of MONSTAT;

· Disseminate metadata on the sources and methods used for compiling price indices; inform the users about the revisions and the introduction of the new CPI;

· Disseminate not only aggregate indices bit also detailed group indices; disseminate the weights to increase transparency;

· Improve the accuracy of the volume indices in transportation, retail trade, construction, and agriculture to include the unincorporated household sector;
· Improve the dissemination format of all indices by providing to user time series of chain-linked indices on the web site of MONSTAT; 
· Assess the accuracy of the data collected through RAD-1, validate it against other data on employment;
· Increase the staff resources involved in compiling imports and exports of goods statistics by allocating an IT expert to deal with the increasing data requests;

· Improve the recording of the imports and exports flows, define the imports and exports though the customs procedures to consistently record both flows in regard to free trade zones, goods for processing, and customs warehouses; choose either the general or the special trade system for recording for both imports and exports;
· Implement sound validation and adjustment rules for the customs data, in order to increase the accuracy of imports and exports of goods; take a decision that MONSTAT should edit and adjust imports and exports data to improve the accuracy;
· Start compiling unit value price indices of imports from the customs declarations data (for homogeneous groups of goods), request assistance form donors;

· Improve the periodicity of the merchandize trade data to quarterly and monthly, improve the timeliness of the annual data;

· Disseminate detailed data on imports and exports by 2 digit level of the Harmonized System.
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