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Executive Summary

Revisons policies, practices and studies form a key dement of the Fund's Data
Quality Assessment Framework (DQAF).

Country practices reved a wide diversty surrounding the key dements regular,
wel-esablished and transparent schedule of revisons, cdear identification of
preliminary data; and public availability of revisons sudies.

A key driver of the formulation of revisons palicy is user needs.

Revisons policies for BoP datidics face a dilemma — incorporating more
accurate/complete information versus preserving data stability

Extraordinary revisons overiding the edtablished revisons cycle are common,
driven by detection of errors, sgnificant revisons and methodologica change.

Higorica revidons ae difficult to identify and ae typicdly associaed with
countries which have stabilised their revision cycles

In India, severa dements of a stable and consstent revisons policy were dready
in place conaultations with key usars drong smilaity with the country
experience  timdiness in prediminay data relesses, cear identification of
preliminary and revised data; systematic dissemination of revised data.

The lag dructure of data reported for BoP compilation in India shows that the
provisona data are received within a time period ranging from 7 to 80 days from
the reference date. The maximum period up to which revisons occur is 14
months. The maximum lag of 24 months is reported for renvested earnings of
FDI enterprises.

The Mean Absolute Percentage Error (MAPE) for Indids gross current receipts
and payments in low, atesting to co-movement between revised and preiminary
data Both the MAPE and the MARE aitet to the stability and rdigbility of the
revised CAB. For CAB, the RMSRE and MRE coincide.

The two measures for errors and omissons i.e., average absolute error (AAE) and
root mean square eror (RMSE), indicate a high level of internal consstency in
India s BoP data.

Quantitative indicators of data quality need to be back-tested more rigoroudy.
They can only reinforce quditative assessment of the data, not subgtitute for it.

A dear understanding of the lag dructures, inditution of an dectronic reporting
sysem for banking data (FET-ERS) and benchmarking nationa requirements
againg the cross-country experience were key factors leading to announcement of
arevisons policy for India s baance of payments data.
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I ntroduction

This paper is intended to be a tribute to the semina work undertaken in the IMF
to coagulate good practices in revisons of macro economic datistics and encourage their
wider adoption among national datistical authorities. Revidons policies, practices and
dudies foom a key dement of the cascading dructure of the Fund's Data Quality
Assessment Framework (DQAF). More crucialy, they form aspects of good governance
(Carson, Khawga and Morrison, 2003). This, and other surveys of country practices
(IMF, 2002) reved a wide diversty surrounding the key eements of a good revisons
policy contained in the DQAF: (i) regular, well-established and transparent schedule of
revisons, (i) cdear identtification of prdiminary daa and (iii) public avalability of
revisons sudies.

With the foregoing as its leit motif, this paper eucidates how processes of
governance in baance of payments (BoP) datidtics in India reached criticad mass, leading
to the announcement of a revisons policy on September 30, 2004 for the firg time in
India (www.rbi.org.in). The next section presents the main findings of a cross-country
survey on revisons policy undertaken to learn and adapt. Section 111 sets out the specific
features of the data reporting sysem in India — timeiness, accuracy, length of revison
cycles, public avareness. Section 1V attempts some quantitative assessment of the results
of recent revisons as a prototype of a revisons study. In concluson, the paper sets out
the revisons policy for Indids BoP daigsics which essentidly forms out of this
accumulated anaysis.
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The usual disclaimers apply.



. A Summary of the Country Experience

As Carson et al underscore, a key driver of the formulation of revisons policy is
usr needs. Usars — policy adthorities, invesors and  finencid — market
participantdanayds, international organisations, researchers and the media — ask the
following questions

- How accurate arefirst releases?

- What isthe likdihood of further revison, which way and by how much?

- Whét are the causes of revison?

- Is there awell-defined policy?

For mos national authorities, the underteking of revisons has two hovering
spectres - additiond work and the discovery of mistakes in a world rgpidly shifting under
their fest and necesstating generation of new daa as wdl as conceptud and
methodological revisons. These fears emerge from the country Sudies as the magor
impediments to publicly announcing revisons policies.  Formdly announced updating of
weightsbase year, bringing in authentic/new data that is wdl known, ddidicd
refinement (seasondity, detrending, etc.,) changes in  concepts/definitions/presentations
recommended by supra-nationa standard setting bodies condiitute the virtuous segment
of the revisons policy motivation cycle. Here, resource condraints are clearly an overdl
congtraining factor.

Countries which have announced revisons policies for BoP datidics have
typicdly grappled with the horns of a dilemma — the desre to incorporate more
accurate/complete information into officia data series versus the practicd necessity of
presarving the dability of the data series snce usars interchange stability with accuracy
(Audrdian Bureau of Statisics 2002; Centrd Bank of Chile, 2003, Statistics New
Zedand, 2002). Accordingly, patid revisons to data for the current year are carried out
during the year with every monthly/quarterly rdlease (Audrdia, Chile, Edonia, Italy,
Norway, New Zeaand).

Find revisons ae generdly undetaken with long intervas the earliest being
smi-annudly (Audrdia), a the last quaterly rdease for the financid year (New
Zedand, Ukraine) and twelve-monthly (Chile). A common experience emerging out of



the country experience is that revisons are a process, not an event. The underlying
drivers ae arivd of lae returns (New Zedand, Esonia, South Africa) different
frequencies and lags for sources (Chile, Korea), integration with national accounts (Chile,
Audraia, Norway), replacing estimaes with actud data (Chile, USA), correction of
erors (New Zedand, Chile) and new data sourcesimprovement in reporting or
estimation procedures/concepts (Chile, Itady, South Africa, Ukraine). Accordingly, only
a third of SDDS countries are reported to complete revisons in one year largely with the
hope that as time passes, the dgnificance of revisons diminishes. Twenty per cent of
SDDS countries revise up to two years and 15 per cent up to three to five years (IMF,
2002).

Extreordinary revisons overiding the edablished revisons cycle ae farly
common in the country experience. The underlying causes range from the candid
detection of erors (New Zedand) to ‘ggnificant revisons (Audrdia and
methodologica change (Chile, Egtonia, Itay, Norway, Ukraine). More often than naot,
the reasons for extraordinary revison are not clearly discernible.

In most countries, studies of revisons are either not conducted or are not made
public (IMF, 2002). Evidently, the dedre to abgtain from confusng users in the face of
scanty public interest in such andyses is a mgor inhibiting factor. In a few countries,
revisons sudies are made avalable when mgor methodologicd changes occur or when
there is a ‘dructural bresk’ due to new data collection methods (Italy). Some revison
andyses include cross-country comparisons (New Zedand). In one indance, revison
dudies seemed to follow a regular patern (Audrdid). In the mgority of countries
examined, revisons are notified in the public rdease; in some cases, causes of revison
are explained in footnotes or accompanying text.

Information on the occurrence of hidoricd revisons is difficult to identify in
country reports.  Such revison exercises are typicaly associated with countries which
have stabilised their revison cycles (South Africa, Audrdia, New Zedand).

A summary of these findings from a sample of 23 developed and emerging market
economiesis set out below (Table 1).



Table 1: Cross Country Comparison of BoP Revision Practices

Country Pre-determined Lagin Release of Escape Clauses
Revision Cycle Final Data (Extraordinary Revisons)
(Reasons)

Argentina Yes 6 months .

Audrdia Yes 4 years Sgnificant revisonsthat are
important enough to require
immediate publication

Brazl Yes 6 months .

Canada Yes 4 years Higoricd revisons

Chile Yes 15 months

Germany Yes 4 years

Hong Kong SAR, Yes 2years

China

Indonesia Yes 6 months

lsradl Yes Updated each year .

Ity Yes 13 months Methodologica changes/new
collection system

Japan Yes 4 months .

Korea Yes 6-7 months Conceptud and
methodologica

Mdaysa Yes 12 months .

Mexico Yes 5 months .

New Zedand Yes 18 months Sgnificant revisons baancing
the need for gahility in the
series and integrity of the
satigtics

Philippines Yes . .

South Africa Yes 4 years Changesin higoricd datain
the light of new information

Sweden Yes Updated each year

Thaland Yes Updated each year .

Turkey Yes Find e the time of Measurement issues

dissemination of annud
provisond data

UK Yes 12 months .

us Yes 6 years Major conceptual and
methodologicd revisons

.. Not available.

Source: IMF (2002), Revison Policy and Practice: A First Overview of Country Practices.



At the other end of the spectrum are countries with no edablished revison
policies, inspite of condderable sengtivity to the need for such policies. Until September
2004, India belonged in this category. In the Euro area, lack of harmonisation across
members and different reporting requirements to data authorities are the key impediments
to a unified and publicly announced revisons policy. In Jgpan, the overarching dedire to
ensure continuity of data series and thereby ther credibility has consderably dampened
the need for a revisons policy even as recognition that it is an internationa best practice
has grown.

IIl. A RevisonsPalicy for India’s BoP

In India, the laying down of stable policies and practices for revisons in BoP data
has been an abiding concern.  This has found expresson in a mammoth revison exercise
covering data for the period 1950-81, primarily to incorporate reinvested earnings of FDI
enterprises and non-cash inflows of FDI Reserve Bank of India, (RBI, 1993). Although
revisons were not sysematicaly conducted for subsequent years, an indigenous manud
on baance of payments compilation procedures was developed to provide an anchor for
latter day compilers to good practices of the past (RBI, 1987). A paper presented by the
RBI a the fifteenth meeting of the IMF's BoP Committee in 2002 showed that severd
eements of a gable and consstent revisions policy were dready in place:

- consultations on revison practices with key users

- strong Smilarity with the country experience on during the yeer revisons

- timdinessin preiminary data relesses

- cler identification of prdiminay and revised data with explanatory

footnotesto Tables
- dissemination of revised data (RBI, 2003)

The principd factor that needs to be reckoned in the setting of a revisions policy
for BoP in India is the vaying lags in ariva of data from source entities The lag
dructure of data reported for BoP compilation shows that the provisond data are
received within a time period ranging from 7 to 80 days from the reference date (Table

2). Patid revisons for different items of BoP occur a discrete intervds of varying



periods, depending on the source of information. The maximum period up to which

revisons occur is 14 months for data reported by banks for receipts and payments against

merchandise exports imports, invisble and financid transections.  The maximum lag of

24 months is reported for reinvested earnings of FDI enterprises which are obtained from

the IIP.
months to 24 months.

Table2: Lagsin Receipt of Data for BoP Compilation in India

In summary, the lag in ariva of find data from different sources varies from 2

Lagin Reporting of Data (measured from reference

Items date) (No. of days'/months approximately)
Provisional Partial Revisions Final
(First Release) Revision
Merchandise Trade, Customs 30 days 3revisons covering 10 months 10 months
Banks Reporting of Receipts and 30 days Monthly revisons covering 14 15 months
Payments of Merchandise, Invisble and months
Financid Transactions
Tabulations for Prdiminary datarelease 80 days Occasiond
Baggage Bullion, Customs Imports and
Grants routed through
Embassies/Consulates 30 days 2 months
Officd Grants 30 days 2 months
Aid Recepts 60-75 days 12 months
Software Exports 60-75 days 3revisonsin 12 months 12 months
Foreign Direct Investment
Equity 60 days 12 months
Reinvested Earnings Edimates 24 months
Other Capita 80 days 12 months
Portfolio Investment in Stock Exchanges 15 days Occasiond
Bond/Equity Issuesin Internationd
Stock Exchanges 30 days Occasiona
Externad Commercid Borrowings 60-75 days 3revisonsin 12 months 12 months
Short-term Trade Credits 30 days 3 months
Non-Resident Deposits 60 days 3 months
Foreign Assets and Liability of Banks 20 days 3 months
Other Components of Banking Capita 60 days No revisons
Other Financid Transactions 60-75 days Monthly revisons covering 14 15 months
months
Foreign Exchange Reserves 7 days No revisons




V.  Quantitative Analysis of Revisions

Revisons and rdiability go hand in hand. Practicdl consderations emerging out
of the country experience suggest tha the former can be sacrificed a the dtar of the latter
in the short-run. In the longer run, however, there is a co-integrating relationship. Clarity
about rules and processes of revisons can only complement rdiability, which is a
qualitative concept Since information on macro economic gatisticsis a public good.

Rdiability is quantitatively defined in the IMF's DQAF as the closeness of the
initid esimated vaue to the subsequent estimated value. This involves the assessment of
revisons in terms of sze and dability vis-a-vis the earlier releases of data. In this regard,
key indicators have been developed for the Euro area (Eurostat and European Centra
Bank, 2003). These indicators are assessed in the Indian context for the period Q2 2000
to Q1 2004 for which revised data on Indias BoP were made avalable aong with the
announcement of arevisons palicy.

The basic assessment of the riability of revised data is the smple cadculation of
the differences from the prdiminary data This is s&t out in Chats 1 and 2 for gross
current receipts and payments which, in the case of Indias BoP, are subject to the
maximum amount of revisons. The graphs reved cdose co-movement between
priminary and revised daia For recent quaters, the revisons suggest that the
preiminary data had a modest downward bias.

Chart 1:Current Receipts: Revised and Preliminary Data
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Chart 2:Current Payments: Revised and Preliminary Data
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As the Joint ECB/Eurostat Task Force on Quadlity has pointed out, the evauation
of revisons in terms of magnitudes hampers comparability across time, across different
variables and across countries. It is, therefore, necessary to employ a reative measure.
The Task Force proposed the Mean Absolute Percentage Error (MAPE) for gross data
which is expressed as percentage changes between revised and preliminary data as a ratio
of the revised data and averaged over time. Table 3 shows that the MAPE for Indids
gross current receipts and payments is low, attesting to the co-movement showing up in
the graphica representation.

Table 3: Mean Absolute Percentage Error Statistics
For Current Receipts and Paymentsin India BoP

Vaiable MAPE= 1/N a¢R- P)/Ri¢, R=revised
data, P= preiminary data
Gross Current Receipts 0.029
Gross Current Payments 0.036

The current account balance (CAB) reveds a generdly close associaion between
revised and preiminay data, except in Q1 2004 when methodologica changes in the
process of collecting merchandise trade datistics at the customs frontier brought about a
ggnificant upward shift and necesstated revisonsin the BoP (Chart 3).
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Chart 3: Quarterly Current Account Balance: Revised and
Preliminary Data
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For the CAB, the MAPE may not yidd meaningful results since the CAB is a net
concept and expressed as the difference between exports and imports or foreign exchange
relating to these opposng flows of underlying transactions. The quantitative indicator for
the CAB as for other net transactions would have to express the difference in magnitudes
in reaion to the variability of the revised series. Accordingly, as recommended by the
Task Force, the Mean Absolute Rdative Error (MARE), the Root Mean Square Relative
Error (RMSRE) and the Mean Réative Error (MRE) were computed to assess the impact
of revisonson India s CAB.

Table 4. Quantitative Indicatorsfor India’s CAB

Indicator Vdue

MAPE 0.0430
MARE= 1N & ¢R- P)NVa(R)¢ 0.0002
2 2 0.4747

RMSRE = ¢ UN&(RI-Fi) @ O UN&(D-Ri)
where @ isthe average vdue of R

MRE =[& (R-P)%/a (@-R)*1V* 0.4747

Both the MAPE and the MARE dtest to the stability and reiability of the revised
CAB indicated by the MAPES for gross current receipts and payments. The RMSRE and
the MRE yidd somewhat higher vaues, possbly associated with the choice of reference
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vdue for the revised series (denominator), since revisons are normaly expected to
minimize deviations from the series average. Moreover, the RMSRE and the MRE
coincide, suggedting that the latter is a recommendation of the genera case rather than an
dterndtive to the RMSRE.

Given the ambiguity reflected in the vaues obtained for RMSRE and the MRE,
data qudity assessment was dso undertaken in terms of the andyss of variance which
highlights the reasonable degree of dability of revisons. The t-datistics and F-datigtics
reaing to current account baances reved that the variance of the revised series is not
sgnificantly different from the origind series (Table 5).

Table5: Analysisof Variance of Preliminary and Final Data Series
on Current Account Balances

Sample period: 2000:Q2 to 2004Q1

t-Test: Two-Sample Assuming Equal Variances

t Statitics 0.7360
t Critica two-tall 2.0423
Null Hypothesis: Two series have the same variance

F-Test Two-Samplefor Variances

F-Statigtics 1.5069
F Critical one-tall 2.4034
Null Hypothesis Two series have the same variance

Tests were dso conducted for internal consstency, based on the errors and
omissions series. Revisons are expected to result in cancdlation/reduction of estimation
erors and congstency in the direction of errors associated with individua items. The two
measures for errors and omissions (EO) recommended by the Task Force are computed
i.e, average absolute error (AAE) and root mean square error (RMSE), the latter being

amenable to further decomposition into bias and variance.

Table6: Indicatorsfor Errorsand Omissons

AAE = & ¢EO ¢/ (N+1), where EO refersto 0.009

erors and omissons as a proportion to

gross current receipts (figures in brackets (0.00003)

are EO expressed as proportions to gross

current receipts and payments

RMSE=¢ &(EO)%/(N+1) 0.011
(0.00550)
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Quantitative indicators of data quality need to be back-tested more rigoroudy and
widely before they can be adopted as standards in revisons studies. Above dl, it needs to
be underscored that they can only reinforce *..... quditative assessment of the data, not as
asubgtitute for it’” (Eurostat and the European Central Bank, 2003).

V. Concluson

In India, a clear understanding of the lag structures associated with the key factor
— ariva of data — has been endbled by the inditution of an dectronic reporting system
for banking data (FET-ERS), primaily with a view to complying with SDDS
requirements for release of prdiminay BoP data Benchmarking nationd requirements
agang the cross — country experience reveds reasonably close co-movement. The

Revisons Policy for Indids Bdance of Payments Data pengvey reflects the journey
aong the learning curve:

“Indias bdance of payments datigics are published as ‘prdiminay’,
‘patidly revised and ‘revised data Prdiminary daa are quarterly and
are released with a lag of three months from the reference date (eg., data
for the quarter ending March 2004 are available a the end of June 2004).
Prdiminary data are subjected to some revisons during the year and
patidly revised data are rdeased with lags of sx months, nine months
and twelve months from the reference date, dongsde prdiminary daa
for the rdevant quarter(s). Theredfter, the data are ‘frozen’ and find
revisons are incorporated in the revised annua data, which are released
within a lag of twenty-four months from the reference date.
Extraordinary revisons may be undertaken within this cycle in the event
of methodological changes in respect of data collection and compilation
procedures and/or significant changes indicated by data sources that
cause dructurad shifts in the data series. These extraordinary revisons
are documented at the time of rdease.  Preliminary, partidly revised and
revised data are clearly identified in the text and tables’ (RBI, 2004).
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