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12. PRODUCTION AND USE
OF GROSS DOMESTIC PRODUCT

This section contains the major indicators of the System of National Accounts of Russia for 1995 - 2004.

The System of National Accounts (SNA) is a system of interrelated indicators applied for description and analysis of macro-economic processes in more than 150 countries of the world.

A key indicator of the system is Gross Domestic Product (GDP) characterizing the value of goods and services produced in all sectors of the economy in a country and intended for final consumption, capital formation and exports (excluding imports). 

GDP may be estimated using three methods: production, use of incomes and GDP formation by income sources.

While estimating GDP by production method, GDP is defined as a difference between total output of goods and services for the entire economy, on the one hand, and intermediate consumption, on the other, or otherwise as a sum of value added in the sectors of the economy. Volumes of value added for the sectors are measured in basic prices, that is, excluding taxes on products, but including subsidies for products. For measuring GDP in market prices, it is necessary to add net (excluding subsidies) taxes on products. 

Gross Domestic Product measured by the method of use of incomes represents a sum of expenditure of all the institutional units - residents of a country for final consumption, gross capital formation and net exports.

Gross Domestic Product calculated on the basis of income sources reflects primary incomes accumulated in the process of  production by all institutional units grouped by sectors of the economy. In this calculation gross operating surplus (gross mixed income) is a balancing item and is measured as a difference between GDP calculated through the production method in market prices, compensation of employees and net taxes on production and imports.

This method is used by Federal Service of State Statistics (Rosstat) only for the analysis of value structure of GDP, and not for measuring its nominal volume or its changes.

In production framework of SNA hidden production (economic activities which are allowed by the legislation but which is hid or decreased with the aim to avoid taxes, etc.) is included as well as informal production - production activities of non-corporate enterprises of households which are covered by direct statistical observation. In the present time non-corporate enterprises market production and production for own use are included in the composition of informal production.

Production in SNA is characterized by indicators of output, intermediate consumption and Gross Domestic Product.

Output is a summary value of goods and services that are result of the production activity of resident-units in the economy in the reference period.

Current prices may be basic and market prices. Basic prices are those comprising subsidies for products, but excluding taxes on products. It is generally adopted to measure branch-oriented output in basic prices. Market prices, on the opposite, include taxes on goods, but exclude subsidies. Market prices are used to measure the output and Gross Domestic Product in the economy as a whole.

Intermediate consumption consists of value of goods and services that are transformed or completely consumed in the production process in the reference period.

Gross value added is measured at the level of sectors (branches) of the economy and is treated as a difference between the output of goods and services and intermediate consumption. The notion "gross" means that this indicator includes the value of consumed fixed capital.

Net taxes on production and imports include taxes on products and imports, as well as other taxes on production. The notion "net" in this case indicates that taxes are shown excluding related subsidies. Subsidies are treated as non-compensated payments from the state budget to enterprises provided those enterprises are really producing particular goods or services.

Taxes on products include taxes with the size directly depending on the value of products produced or services rendered. Taxes on products comprise: value added tax (VAT), excise duties, taxes on import goods and services and others.

Taxes on production – these are taxes related to the use of production factors (labour, land, capital), as well as payments for licenses and permission to engage in some activity, or other obligatory payments which are necessary for the activity of a producing unit – a resident. They do not include any taxes on the profit or other incomes received by the enterprise. Among these are: the tax on property of enterprises, tax on transport means owners (legal entities and individual entrepreneurs), payment for use of natural resources, taxes imposed depending on the labour reimbursement fund, tax on land, license duties and some others.

Gross Domestic Product at the production stage is calculated by summing up gross value added by branches. Gross Domestic Product is valued in market prices, i.e. it includes net taxes on products.

Compensation of employees is defined as a sum of all remunerations in money or in kind paid by employer and received by employees in exchange for the work performed in the reference period. 

Compensation of employees is recorded on the basis of accrued sums and includes taxes on incomes and other payments which must be paid by employees even if they are actually charged by employers for administrative purposes or for other reasons and are paid directly to social insurance and tax bodies on behalf of the employees. 

Remunerations of employees include wages and payment to social insurance funds. 

In the SNA compensations of employees include hidden compensation.

Gross (net) operating surplus and gross (net) mixed incomes are a part of a value added component which remains with producers after deducting expenditures related to the compensation of employees and net taxes on production and imports. This category measures operating surplus (or losses) from the production prior to recording property income. In contrast to the indicator of profit received from realization (sale) reflected in the accounting records, the gross operating surplus in the SNA does not contain elements of labour remuneration: over-normative payments of subsistence allowance, representative (hospitality) and other allowances, profit formed with asset owners as a result of prices growth, and includes consumption of fixed capital equal to the cost estimate of its annual depreciation, natural aging or accidental damage . 

The net operating surplus is equal to the gross operating surplus less fixed capital consumption.

Referring to non-corporate enterprises owned by households, this category includes some remuneration for the work performed that cannot be separated from the owner's or entrepreneur income. In this case it is called mixed income. 

Final consumption comprises final consumption expenditures of households, final consumption expenditures of government institutions on individual goods and services and collective services, final consumption expenditures of non-profit institutions serving households.

Final consumption expenditures of households include expenditures on purchasing consumer goods and services from all the trade enterprises, in markets and through non-organized trade, from organizations rendering everyday services to households, from public passenger transport, communication, services rendered by the hotels, market institutions of culture, public health, education and others and also values of goods and services consumed in kind, produced for own use and received as a type of remuneration or humanitarian help.

Expenditures of public administration  on individual goods and services comprise the expenditures of public administration sector on the purchase of consumer goods and services designed for personal consumption. Such expenditures are financed from the state budget and from extra-budget funds from sources generated through tax revenues and other revenues of the state. These expenditures comprise the expenditures of enterprises and organizations rendering free of charge services (to population) in the field of education, public health and culture.

Expenditures of public administration and defence on collective services. This indicator is different from the previous one since it includes services rendered by enterprises and organizations which are compensated from the state budget: such services meet the needs of the community as a whole or of particular population groups and not the private households. This indicator includes expenditures on defense, general government, as well as expenditures on non-market science, services of organizations serving agriculture and other.
Final consumption expenditures of non-profit organizations, serving households are expenditures of non-government organizations (political parties, religious institutions, trade unions, associations), which are conditionally considered to provide individual goods and services. Included are also non-market services (social) rendered by commercial enterprises and organizations to their employees.

Gross capital formation in the economy as a whole indicates net acquisition by resident units of goods and services produced in the current period or imported, but not consumed in that period. Gross capital formation includes gross fixed capital formation, changes in inventories, as well as net acquisition of valuables.

Net exports of goods and services are calculated as a difference between exports and imports and include trade turnover of Russia with other countries of the world.

Statistical discrepancy between the produced and used Gross Domestic Product shows the discrepancy between the values of GDP calculated by different methods: as a sum of gross value added and a sum of final consumption, capital formation and net exports. 

12.1. PRODUCTION OF GROSS DOMESTIC PRODUCT
(at current prices, bln. RUR; 1995  – trln. RUR)

	
	1995
	2000
	2001
	2002
	2003
	2004
	2005

	Output at basic prices
	2768
	12552
	15923
	18991
	23298
	29598
	37055

	Inter-mediate consumption
	1433
	6021
	7947
	9230
	11431
	14492
	18084

	Gross value added at basic prices
	1335
	6531
	7976
	9761
	11867
	15106
	18971

	financial intermediation services indirectly 
measured
	-15
	-58
	-130
	-179
	-212
	-307
	-437

	Net taxes on products
	109
	833
	1098
	1249
	1588
	2167
	3064

	Gross domestic product 
at market prices
	1429
	7306
	8944
	10831
	13243
	16966
	21598


12.2 GROSS DOMESTIC PRODUCT BY INCOME SOURCES
(at current prices, bln. RUR; 1995  – trln. RUR)

	
	1995
	2000
	2001
	2002
	2003
	2004
	2005

	Gross domestic 
product at market prices
	1429
	7306
	8944
	10831
	13243
	16966
	21598

	including:
	
	
	
	
	
	
	

	remuneration of 
employees
	648
	2937
	3848
	5065
	6231
	7757
	9343

	of which hidden 
remuneration of 
employees
	110
	810
	993
	1249
	1496
	1985
	2547

	net taxes on 
production and import
	170
	1248
	1403
	1846
	2110
	2871
	4181

	including:
	
	
	
	
	
	
	

	net taxes on 
products 
	109
	833
	1098
	1249
	1588
	2167
	3064

	other net taxes on 
production
	61
	415
	305
	597
	522
	704
	1117

	gross operating surplus and gross mixed income
	611
	3121
	3693
	3920
	4902
	6338
	8074


12.3 STRUCTURE OF GROSS DOMESTIC PRODUCT 
BY INCOME SOURCES
 (as percentage of total)

	
	1995
	2000
	2001
	2002
	2003
	2004
	2005

	Gross domestic 
product at market prices
	100
	100
	100
	100
	100
	100
	100

	including:
	
	
	
	
	
	
	

	remuneration of 
employees
	37.7
	29.1
	31.9
	35.2
	35.8
	34.0
	31.5

	besides, hidden 
remuneration of 
employees
	7.7
	11.1
	11.1
	11.5
	11.3
	11.7
	11.8

	net taxes on 
production and import
	11.9
	17.1
	15.7
	17.0
	15.9
	16.9
	19.5

	including:
	
	
	
	
	
	
	

	net taxes on 
products 
	7.6
	11.4
	12.3
	11.5
	12.0
	12.8
	14.2

	other net taxes on 
production
	4.3
	5.7
	3.4
	5.5
	3.9
	4.1
	5.3

	gross operating surplus and gross mixed income
	42.7
	42.7
	41.3
	36.3
	37.0
	37.4
	37.2


12.4. USE OF GROSS DOMESTIC PRODUCT
(at current prices, bln. RUR; 1995  – trln. RUR)

	
	1995
	2000
	2001
	2002
	2003
	2004
	2005

	Gross domestic 
product at market prices
	1429
	7306
	8944
	10831
	13243
	16966
	21598

	including:
	
	
	
	
	
	
	

	final consumption 
expenditures 
	1017
	4477
	5887
	7443
	9024
	11114
	13942

	of which:
	
	
	
	
	
	
	

	households
	720
	3295
	4318
	5400
	6540
	8133
	10153

	public administration and defence; compulsory social security
	273
	1103
	1470
	1911
	2330
	2801
	3559

	out of them:
	
	
	
	
	
	
	

	on individual goods 
and services
	128
	439
	597
	858
	1015
	1260
	1593

	on collective 
services
	145
	664
	873
	1053
	1315
	1541
	1966

	non-profit organizations servicing households
	24
	79
	99
	132
	154
	180
	230

	gross capital 
formation
	363
	1366
	1963
	2169
	2755
	3532
	4512

	of which:
	
	
	
	
	
	
	

	gross fixed capital
formation1)
	301
	1232
	1689
	1939
	2432
	3106
	3926

	changes in
inventories
	62
	134
	274
	230
	323
	426
	586

	net exports of goods 
and services
	49
	1463
	1134
	1168
	1502
	2084
	2933

	statistical discrepancy 
	0
	0
	-40
	51
	-38
	236
	211


1) Including acquisition less disposals of valuables.

12.5. STRUCTURE OF GDP USE
(as percentage of the total)

	
	1995
	2000
	2001
	2002
	2003
	2004
	2005

	Gross domestic 
product at market prices
	100
	100
	100
	100
	100
	100
	100

	including:
	
	
	
	
	
	
	

	final consumption 
expenditures 
	71.2
	61.3
	65.5
	69.0
	68.0
	66.3
	65.2

	of which:
	
	
	
	
	
	
	

	households
	50.3
	45.2
	48.0
	50.1
	49.4
	48.6
	47.6

	public administration and defence; compulsory social security
	19.1
	14.9
	16.3
	17.7
	17.4
	16.7
	16.6

	out of them:
	
	
	
	
	
	
	

	on individual goods 
and services
	9.0
	5.9
	6.6
	8.0
	7.6
	7.5
	7.4

	on collective 
services
	10.1
	9.0
	9.7
	9.7
	9.8
	9.2
	9.2

	non-profit organizations servicing households
	1.8
	1.2
	1.2
	1.2
	1.2
	1.0
	1.0

	gross capital 
formation1)
	25.4
	18.6
	21.9
	20.1
	20.7
	21.2
	21.1

	of which:
	
	
	
	
	
	
	

	gross fixed capital
formation
	21.0
	16.9
	18.8
	18.0
	18.3
	18.7
	18.4

	changes in
inventories
	4.4
	1.7
	3.1
	2.1
	2.4
	2.5
	2.7

	net exports of goods 
and services
	3.4
	20.1
	12.6
	10.9
	11.3
	12.5
	13.7


1) Including acquisition less disposals of valuables.
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