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Preface

The present provisional draft of thimternational Merchandise Trade Statistics:
Compilers Manual, Revision IMTS 2010-CM) has been prepared in accordance with
decision of the Statistical Commission at its fefitgt session, held in New York from 23 to 26
February 2010.In that decision, the Commission adopted “Intéomatl merchandise trade
statistics: concepts and definitions 201@GMTS 2010f and endorsed the proposed
implementation programme, including the preparatibthe revised IMTS Compilers Manual.

The provisional draft of IMTS 2010-CM was prepatedthe United Nations Statistics
Division, in cooperation with members of the Exp&rbup on International Merchandise Trade
Statistics and the Inter-Agency Task Force on h@gonal Merchandise Trade Statistics. It
incorporates inputs from national statistical af8¢ customs administrations and other
governmental agencies of various countries as a®lfrom international, supranational and
regional organizations received during a worldwodasultation, three virtual meetings of the
Expert Group and a specially organized meetinganpilation issues of IMTS 2010, held from
6 to 9 December 2011. Finally, the draft was reei@éwnd endorsed by the Expert Group at its
fourth virtual meeting on the update of the Mant@ld from 20 December 2011 to 19 January
2012.

At its forty-third session, to be held in New Ydrkm 28 February to 2 March 2012, the
Statistical Commission will have before it the repaf the Secretary General on international
merchandise trade statisticZhis report introduces the IMTS 2010-CM, whichpi®vided as
background document for information.

The preparation of IMTS 2010-CM is the cornerstofighe United Nations Statistics
Division’s action plan for the implementation of T8 2010. The Manual contains further and
more detailed explanation of certain recommendatiand provides practical guidance for
compilers by describing good or best practices iapple under different circumstances. The
Manual promotes the adherence to good practices raodmmends specific solutions to
compilation issues of international merchandisddratatistics. To assist in the identification of
such practices the Manual uses wording such as jbod practice”, “countries are advised to”
or “countries could”. The Manual is consistent wiMiTS 2010 which is the internationally
agreed standard for international merchandise tsdaligstics and does not introduce any new
recommendations or encouragements in additionagetisontained in IMTS 2010.

The structure of the IMTS 2010-CM is largely simita the structure of the original
Compilers Manual of 200%4and the updates reflect the need to (i) incorgogatidance on the
implementation of new recommendations and encourages contained in IMTS 2010, and (ii)
reflect new or updated country practices. The sinecof the IMTS 2010-CM follows the logic
of the data compilation process.

Notes

& SeeOfficial Records of the Economic and Social Coyr6l10, Supplement No(B/2010/24), chap. I, sect. B,
decision 41/103.

P United Nations publication, Sales No. E.10.XVII.13.

¢ See Report of the Secretary-General on internaltimerchandise trade statistics (E/CN.3/2012/22).

4United Nations publication, Sales No. E.02.XVII.17.
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Part I. Legal framework and data sources






Chapter 1 Legal framework for IMTS

1.1. Introduction.This chapter stresses the importance of the fegaework for

international merchandise trade statistics (IMTi®luding for ensuring the availability of, and
access to, the necessary data sources such asisustmords (see chapter 2) and non-customs
sources (see chapters 3 and 4), and for estalgigfffi@ctive institutional arrangements (see
chapter 5) and protection of confidentiality (sesmahapter 26). Country practices are described
in several case studies.

A. The importance of the legal framework for tradestatistics

1.2. Importance of the legal frameworRecause of its relevance for economic policy and
market analysis, international merchandise traalissts generally enjoy the broad support of
governments and the business community. Howevertaa number of factors, such as
reporting burden on companies and traders, cortfeléy concerns, and the lack of proper
cooperation between various agencies, basic dafaoide provided or be accessible in a
timely and comprehensive way, thus making it diffi¢or the compilers to produce complete
and high-quality trade statistics. Basic trade dathude data provided by traders through
customs declarations, data provided by the custamsnistration, the central bank, ministries
or other national agencies (in case they are moatfency responsible for compiling official

trade statistics in the country), as well as dataigded directly by importing and exporting
companies through surveys. The legal agreememesardg laws and regulations that govern
such data-provision relations as well as all otisgrects of data compilation and dissemination in
a country, constitute its legal framework for IMTISIs, therefore, of the utmost importance that
legal acts and appropriate administrative regutatioe in place to mandate and enable trade
statisticians to collect, compile, and dissemiragi-quality trade statistics and to safeguard the
confidentiality of the individual data.

1.3. Types of legal actd egal acts relevant for trade statistics exiseéast at three different
levels, namely: (a) legal acts governing the datian of customs documentation; (b) legal acts
regulating the collection, processing and dissetionabf trade statistics and the working
relations of the concerned agencies; and (c) lagfal protecting the confidentiality of
information. The latter kinds of acts are usualigarporated in the acts under (a) and (b).
Whereas legal acts are enacted by the nationa¢@ownal) legislative bodies, international
organizations set out international guidelines m@mdmmendations. If a country becomes a party
to an international convention or adopts intermelldecommendations, it then needs to
incorporate those recommendations in its naticmasland regulations. Especially in the field of
international trade, many international agreemenrist to properly govern the cross-border
transactions in goods and services. In a similasegnternational recommendations for trade
statistics should be properly reflected in natidals or regulations of the country. The
compilation and dissemination of international nharadise trade statistics should also follow
the fundamental principles of official statistissich as independence, impartiality, etc. (see
IMTS 2010, para. 0.12). Furthermore, trade statests will be able to do their job more
efficiently if these national laws or regulatiorisacover the establishment of appropriate
institutional arrangements.



B. Legal acts governing customs records

1.4. International conventions and agreements relevamistoms recordd he World
Customs Organization (WCO) is the internationatfptan at which countries reach agreements
on customs regulations, while the World Trade Omgtion (WTO) is the body concerned with
international trade agreements. From an IMTS petsfe the two most relevant conventions
adopted by the WCO are thevised International convention on the simplifioatand
harmonization of customs procedufgaown as the revised Kyoto Convention, or RKChjch
provides standards for various customs proceduréslascribes corresponding good practices,
andthe International Convention on the Harmonized Caity Description and Coding
Systen{known as Harmonized System Convention, or HS €ntiwn), which sets out the
commodity classification. For trade statistics, th@st important international agreement
adopted by the WTO is tH&TO Agreement on Customs Valuatial these and some other
relevant international conventions will be discusgemore detail in the subsequent chapters.

1.5. National laws and regulationdVhen a country becomes a signatory to a WCO
convention (or parts of it), the content of thaheention needs to be properly reflected in its
national law. Generally, the national law addsHartdetails applicable to the national needs and
circumstances. Based and authorized by the respawtional law, various government
regulations, administrative acts and service lageéements can be put in place to further
elaborate the rights and the responsibilities ofous agencies with respect to the statistical
process (see chapter 5 for details).

1.6. National laws and regulations — experience of tmetéd StatesAs an example, the
customs procedures in the legal acts of the UrStates are part of a broader package of
homeland security measures. Customs procedurelractly linked to border protection and
national security. The United States Code contiegieneral and permanent laws of the United
States by subject matter. It is divided by brodgjestts into 50 titles and published by the Office
of the Law Revision Counsel of the U.S. House gbri@sentatives. More than half of these titles
make reference to laws and regulations enforcetidwadministration for Customs and Border
Protection. For instance, Title 13 (“The Census’Aabntains a whole chapter on “Collection
and Publication of Foreign Commerce and Trade Siegl'. Box 1.1 below shows an excerpt of
section 301 of this chapter. Another example of lmWitle 19 on “Customs Duties”, which
contains most references to customs procedures.

Box 1.1
United States Code - Title 13 (Census)

This box gives an excerpt of Chapter 9 “Collectianl Publication of Foreign Commerce and Trade sSizdl
section 301 “collection and publication”, parts é&ad (b).

(a) The [US Secretary of Commerce] is authorizedol@ect information from all persons exportingrfipor
importing into, the United States and the noncarttigs areas over which the United States exercmeseignty,
jurisdiction, or control, and from all persons eged in trade between the United States and suatontiguous
areas and between those areas, or from the ovaraypgerators of carriers engaged in such foreignroerce or
trade, and shall compile and publish such inforamafiertaining to exports, imports, trade, and frartstion
relating thereto, as he deems necessary or apatepoi enable him to foster, promote, develop,farttier the
commerce, domestic and foreign, of the United Statel for other lawful purposes.




(b) The [US Secretary of Commerce] shall submthtoCommittee on Ways and Means of the House of
Representatives and the Committee on Finance @&¢hate, on quarterly and cumulative bases, statst United
States imports for consumption and United Stateers by country and by product. Statistics on &bhiGtates
imports shall be submitted in accordance with tlaenibnized Tariff Schedule of the United States Aateal for
Statistical Reporting Purposes and general staistiote 1 thereof, in detail as follows:

(1) net quantity;

(2) United States customs value;

(3) purchase price or its equivalent;

(4) equivalent of arm’s length value;

(5) aggregate cost from port of exportation to BdiStates port of entry

(6) a United States port of entry value comprise(bpplus (4), if applicable, or, if not applicahl(5) plus (3); and
(7) for transactions where (3) and (4) are eqbl total value of such transactions.

The data for paragraphs (1), (2), (3), (5), andst@ll be reported separately for nonrelated alade party
transactions, and shall also be reported as adb#dl transactions.

1.7. Access to information —experience of Canddaally, the national law or regulations on
statistics require that statistically relevant if@tion on foreign trade in possession of any
institution be made available to the authorized giding agency. Box 1.2 below gives an
example of such legal arrangement, which requirestistoms administration of Canada to
provide Statistics Canada, the country’s compiaggncy of international trade statistics, with
the relevant data.

Box 1.2
Excerpt of the Statistics Act of Canada

Return of exports and imports from Customs

25. For the purposes of this Act and subject to sactio, the Solicitor General of Canada shall caodeetsent to
the Chief Statistician returns of imports and exparto and from Canada and details of the meatmo$§portation
used therefore, in such manner and at such timgeeasovernor in Council may prescribe on the rev@mdation
of the Minister and the Solicitor General of Canatl?/0-71-72, c. 15, s. 23; 1976-77, c. 28, s2805, c. 38.

1.8. Contents of national regulations and advantagesustom recordsNational customs

law usually requires that importers and exportéigoods report particulars of their transactions
to customs for the purposes of collection of dusied taxes, for health, environmental and/or
other control purposes, and for statistical purpoda many countries, a person who fails to
lodge the required declaration, or knowingly orktessly lodges an inaccurate declaration, is
liable for an offence. Such regulations make austoecords a readily available and generally,
reliable source of data. Further details on custogcords as the main data source for trade
statistics are provided in chapter 2, and theimatiges and limitations are discussed in
chapter 7 while chapter 9 elaborates a numberatiek quality assurance issues.

1.9. International recommendations for trade statistitee United Nations Statistical
Commission is the international forum at which does adopt the international
recommendations for trade statistics. At its 4éss®n in 2010, the Commission adopted the
revised recommendations for international merchamnttade statistics (IMTS 2010). The
reflection of these recommendations in the natitana$ or regulations, especially where the
recommendations require additional informatioma the responsible agency to more
effectively collect, process, and disseminate tii@mation necessary for the compilation and
dissemination of high quality trade statistics.



C. Legal acts regulating non-customs data sources

1.10. Legal acts regulating non-customs data souréeswill be discussed in more detail in
Chapter 2 and further parts of this Manual, inteamal merchandise trade statistics are based
largely on information from customs documents, dretnot limited to them. Certain kinds of
transactions do not pass through customs and trereéed to be obtained from other data
sources. The results of a survey on country pregtiic the compilation of international
merchandise trade statistics, conducted in 200Bidynited Nations Statistics Division
(UNSD), showed that besides customs declarationstdes also use postal records, tax records,
currency exchange records, enterprise surveysatiand ship registers, foreign shipping
manifests, and reports of commodity boards (se@t€h& for more details on the 2006 survey
results). All those additional data sources candimessary or useful to complete or verify a
country’s international merchandise trade stasstic

1.11. The legal acts regulating the content of such gateces, the ways they are maintained
and the access to them are of great importandbéarade compiler. The main national
organizations involved in the compilation of intational trade statistics are national statistical
offices, customs offices and central banks andpme countries, the ministry of trade or other
specialized governmental or private bodies. Othéties such as commodity boards, trade
development boards, specialized ministries or thestny of commerce/economy, etc., may also
play an important role, for example, by providimgprmation on particular categories of goods.

D. Legal acts regulating institutional arrangements

1.12. Effective institutional arrangement§he establishment and maintenance of effective
institutional arrangements between governmentat@gs relevant to trade statistics can be
greatly facilitated if the national law containga&l provisions with respect to the roles, rights an
responsibilities of those agencies as well as teehanism of their cooperation. If such
provisions and mechanism of cooperation are lac&maye not sufficiently detailed, then the
establishment of effective institutional arrangetsenight be more difficult and time
consuming.

1.13. In this context it is a good practice that comgilactively participate, whenever
appropriate, in the necessary modifications toomaii legislation or relevant administrative
regulations in order to establish a solid foundafmr enhancing the quality and timeliness of
trade statistics. It is a good practice that thigomal laws and regulations designate only one
governmental agency as responsible for the dissgrmmof official trade statistics and define
the rights and responsibilities of all agencielmed in the collection, exchange, processing and
compilation of trade statistics, so that those aggnwill be in a better position to establish the
necessary institutional arrangements detailing thgolvement in the statistical process. For
instance, if adequate legal provisions are in ptaeaesponsible agency could establish, faster
and more efficiently, a working arrangement with trganizations keeping records relevant to
international merchandise trade statistics (eegonds of imports and exports of electrical
energy, pipeline shipments of natural gas and caildenaintained by specialized governmental
agencies etc.). See chapter 5 for further discassimstitutional arrangements.



E. Legal acts protecting confidentiality of tradersand trade information

1.14. Confidentiality of customs declaratiaria general, customs declarations are not subject
to the same level of confidentiality measures agiostatistical instruments. By design, customs
declarations are used to assess tariffs, feesaard,tand to enforce multiple agencies’
requirements for admissibility of goods into theiotyy or to enforce the country’s exports laws
and regulations. Once transmitted to the agengoresble for the compilation of international
trade statistics, in many cases, that agency tteatsformation as confidential. However, in
most cases the compiling agency does not subjedata to rigorous disclosure reviews, instead
applying ‘passive disclosure’ methods where impsféxporters inform the agency of possible
disclosure situations for investigation and for sdiorm of statistical suppression.

1.15. Confidentiality of trade informatiarConfidentiality of information in the case of
international merchandise trade statistics conceonfidentiality of personal information (for
instance, on individual records the trader coulddeatified by name and address, or by a
publicly accessible identification number) and ¢dantiality of business information. In
general, the confidentiality of personal informatghould be protected by law in every country.
The compiling agency may also establish appropregalation to safeguard confidentiality in
the exchange of basic information among agencieseder, regardless of the legal status of
confidential information, whether personal or comerad, this information should not be
excluded from the trade statistics and should perted in aggregate form so that the
confidential aspects of these operations are mottified (see Chapter 27 for details). It is furthe
desirable that national legislation defines righdl @sponsibilities regarding access to the micro-
data, highlighting the appropriate principles angcpdures. The responsible agency should
cooperate with the national legislature to estaldisch laws.

F. Country Experiences

1.16. The legal framework for trade statistics in Morocto Morocco the Office of Exchange
is responsible for the compilati@md dissemination of external trade statistice Office of
Exchange is a public institution charged with twigsions: to enact measures relating to
exchange control regulations and to establishdheidn trade statistics, balance of payments and
international investment position. The compilataord dissemination of foreign trade statistics
have been entrusted to the Office of Exchange sif6& under a decision of the Minister of
Finance. The legal acts concerning trade statiatgze consolidated in 2007 with the
promulgation of Law 19-06, on the statistical repy for the compilation of statistics of foreign
trade. This law contains provisions that permit:

(a) to establish the requirement for residentgpmrt to the Office of Exchange transactions
with non-residents;

(b) to specify the reportable transactions: comméeend financial transactions with non-
residents;

(c) to define violations of the law on statisticaporting: non-declaration; misrepresentation
and non-compliance with statistical declaratiorursgments;

(d) empower the Office of Exchange to initiate istigations directly with traders.



1.17. The Confidentiality Act of the PhilippingSonfidentiality of trade data in the Philippines
is based on provisions of the Commonwealth Act B&Ltion 4. The Act states, inter alia, that
data furnished to the National Statistics Officeanyindividual, corporation, partnership,
institution or business enterprise shall not beluseny court or in any public office either as
evidence for or against the individual, corporatiassociation, partnership, institution or
business enterprise from whom such data emanaieshall such data or information be
divulged to any person except authorized emplogéése National Statistics Office, acting in
the performance of their duties; nor shall sucla det published except in the form of summaries
or statistical tables in which no reference toraividual, corporation, association, partnership,
institution or business enterprise shall appeary person violating the provisions of this section
shall, upon conviction, be punished by a fine ofrbgrisonment, or by both. Strict compliance
of Commonwealth Act 591 Sec 4 is being implemembedPhilippine IMTS. Data being

released are all in summary form and tables aaggregate value with no reference to
individual importer or exporter data. Value and Mok of import and export data are released
only by commodity and by country. No identity oetaxporter or the importer is indicated in the
statistical tables.



Chapter 2 Customs declarations and related customs
records

2.1. Introduction This chapter elaborates the recommendationseongé of customs
declarations and related customs records contamiddiTS 2010, chapter 8, on data compilation
strategies. The chapter provides details on theedwyoto Convention (RKC) and identifies
customs procedures indicating inclusion or exclusibmovements of goods from IMTS. The
verification of the information contained in cust®nteclarations and other issues related to data
collection and data quality are also covered. Astams declarations are the main source of trade
data in most countries, trade statistics compsemuld be fully aware of the relevant laws and
administrative regulations which are in effectheit countries and which define customs
procedures and the scope and level of detail oflfodarations. This chapter builds on chapter 1,
which discusses the overall legal framework for BAThe use of non-customs sources is
covered in chapter 3. This chapter is closely eeland provides the background for chapters 12
to 18, which elaborate on the compilation of patac data items from the point of view of
customs declarations as the main data source fo6IM

A. Customs declarations as the most prevalent sowe®f trade data

2.2. Customs declarations as source of informatidhmost points of entry, goods are
brought into (withdrawn from) the customs territ@fya country under various customs
procedures with associated declarations that acontany statistically important particulars of
such movements. So far only within a few customsns (for instance, European Union, the
Southern African Customs Union, or the Customs bibBelarus, Kazakhstan and Russia),
customs procedures have been lifted in favor & fnarket circulation. Transactions among all
other countries and between union and non-uniontcesg are regulated through customs
procedures. Therefore, IMTS 2010 treats those msstecords as the most prevalent source of
data and recommends that statisticians take adyaotfahem (IMTS 2010, para. 8.2).
Recognizing the need to ensure better internatico@lparability and to increase the relevance
of trade data for national policy purposes, conpihould cooperate with the national customs
authorities in promoting the application of inteioaal guidelines on customs procedures laid
out by WCO' A summary of terminology and customs procedurgsadsided below.

2.3. The customs (goods) declaration and the declar@ntustoms declaration is “any
statement or action, in any form prescribed or piEzkby the customs, giving information or
particulars required by the custonfs’A declarant is “any natural or legal person whakes a
customs declaration or in whose name such a déolaiia made™ The RKC notes that a

1 Most of those procedures are formulatethternational Convention on the simplification amarmonization of
Customs procedureshich was signed at Kyoto on 18 May 1973 and relieeJune 1999;the WCO has also the
Glossary of International Customs Tertodacilitate uniformity in use of customs termiogy (see
http://www.wcoomd.org/files/1.%20Public%20files/P&tedDocuments/Procedures%20and%20Facilitation_2&/glos
ary/Glossary_E2011.pdf).

2 WCOGilossary(see “goods declaration” ); see also the RKC, Garfannex, Chapter 2, E19/F8, goods
declaration.

3 WCO Glossary (see “declarant”); see also the RBéheral Annex, Chapter 2, E14/F7.



declarant need not be the owner of the goods byth@any person having the right to dispose
of the goods (e.g., the carrier, the forwardingnhgine consignee or an agent approved by the
customs agency).The term “customs declaration” includes not anéylitional declarations in
the form of paper documents but also declaratioadenthrough electronic and oral means and
actions required on the part of passengers undatuhbl-channel (red/green) system. The “data
content” of those declarations may vary signifitgntormally, the most comprehensive data
records are provided when goods are cleared foehgsa or declared for outright exportation.

2.4. Related customs records and accompanying docuniRelsted customs records are
understood to refer to customs documents to kelfith addition to the goods declaration, such
as for example a declaration of customs value eciabforms when goods enter/leave customs
free or industrial free zones. The requirementsonintries might be very different. Related
customs records differ from documents accompangusgoms declarations such as invoice,
shipping manifest, bill of lading or certificate ofigin which are not completed or issued at
customs. For the purpose of this Manual the documents apanying customs declarations are
considered non-customs data sources while relatstdms records are considered customs
records. However, countries might not follow sudafisginction and might consider all or some
of the supporting documentation provided at custampart of the customs records.

2.5. Changing requirements at custanitsshould be noted that the role of customs is
changing due to an increased emphasis on secuodtg global proliferation of trade

agreements. The lowering of tariffs and the sing@iion of customs formalities change the
commercial practices as well. Therefore some assangpabout customs records are no longer
as true as they used to be. Also, as a resulesttbhanges, some of the customs procedures that
statistical agencies might have relied upon totiflenertain types of trans-border movements of
good are no longer widely used or used differeriity. instance, in certain cases the goods
which are being simply transported through a gieeuntry, and which in the past would be
normally declared as in-transit shipments and edariuirom trade statistics, are now often
declared and recorded as normal imports (and subsége-exports) and, therefore, inflate the
country’s trade statistics. In this connectiorsitiigood practice for customs officers and
statisticians to cooperate closely to arrive t@@mon understanding of the distinctions between
certain customs and statistical definitions andféioe that a transaction falling under the same
customs procedure may be later classified difféydat statistical purposes.

B. Structure and content of the revised Kyoto Conwvation

2.6. The International Convention on the Simplificateomd Harmonization of Customs
procedures entered into force in 1974. The resgato Convention (RKC) was adopted in
June 1999. The provisions contained in the RKCatithe facilitation of trade but at the same
time make customs records a highly standardizedelrable data source for trade statistics
across countries. The RKC comprises a Body, a @eAenex and Specific Annexés.

4 See the RKC, General Annex, Chapter 3, standaédand 3.7.

5 For example, the bill of lading is a documentiess by a carrier to a shipper, while the certitoat origin is
usually is a document usually given by the ministiyrade/industry or other authorized governmeatgncy.
6 The RKC is available at http://www.wcoomd.org.
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2.7. The Body of the revised Kyoto Conventibime main body of the RKC contains the
scope, structure and management of the converai@hgefines its ratification process by the
contracting parties. For instance, Article 9 of RieC specifies that “any Contracting Party
which ratifies this convention or accedes therétmlde bound by any amendments to this
Convention, including the General Annex, which ham&ered into force at the date of deposit of
its instrument of ratification or accession.” Iintmues with “any Contracting Party which
accepts a Specific Annex or Chapter therein sleabdund by any amendments to the Standard
contained in that Specific Annex or Chapter whielidentered into force at the date of which it
notifies its acceptance to the depositary.”

2.8. Ratification by contracting partie\s indicated in its Article 9, Contracting Pastiean
ratify the RKC without signing off on the Chaptefsts Specific Annexes. For instance,

Austria, Azerbaijan and Belgium are all contractuagties to the RKC, but they did not sign off
on any of the chapters of its Specific AnnexesaA$ December 2011, 78 countries had become
Contracting Party to the RKC (see Annex 1 of thia@ter). Only 25 Contracting Parties have
accepted chapters of the Specific Annexes.

2.9. Structure and content of the annexEge annexes of the original Kyoto convention
were replaced by a General Annex and by SpecifizeXas. The General Annex and each
Specific Annex to the RKC consist, in principle,@fapters which subdivide an Annex and
comprise (a) Definitions; and (b) Standards, somehich in the General Annex are
Transitional Standards. Each Specific Annex alsdaioas Recommended Practices in addition
to Standards. Standards have to be followed strettl have to be included in the Customs Law
of the country. “Transitional Standard” means an8ard in the General Annex for which a
longer period for implementation is permitted. Reoceended Practices are also mandatory
unless countries enter reservations against thech BEnnex is accompanied by Guidelines, the
texts of which are not binding upon Contractingtiéar As examples of standards in the General
Annex, the “Goods declaration format and conteigtgjiven in the Box 2.1.

Box 2.1
General Annex of the revised Kyoto Convention — Exaple of Standards

Goods declaration format and contents

Standard 3.1.1The contents of the Goods declaration shall begpitged by the Customs. The paper format of the
Goods declaration shall conform to the UN-layout.ke

For automated Customs clearance processes, thatfofrthe electronically lodged Goods declaratioallshe
based on international standards for electronmriétion exchange as prescribed in the CustomspE&oation
Council Recommendations on information technology.

Standard 3.1.2The Customs shall limit the data required in tlew@ declaration to only such particulars as are
deemed necessary for the assessment and collettimties and taxes, the compilation of statissiod the
application of Customs law.

Standard 3.1.3Where, for reasons deemed valid by the Custdmesjéclarant does not have all the information
required to make the Goods declaration, a provédionincomplete Goods declaration shall be allotecbe
lodged, provided that it contains the particulsgemied necessary by the Customs and that the dedlmdertakes
to complete it within a specified period.

Standard 3.1.4If the Customs register a provisional or incortgl@oods declaration, the tariff treatment to be
accorded to the goods shall not be different frbat tvhich would have been accorded had a comphetearrect
Goods declaration been lodged in the first instance
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The release of the goods shall not be delayed gedvihat any security required has been furnisheshsure
collection of any applicable duties and taxes.

2.10. Definitions contained in the General Annex of teeised Kyoto Conventioithe
General Annex of the RKC defines and explains@adtams terms and operations which are
applicable to a variety of specific customs proceduhat are defined in the Specific Annexes.
Chapter 2 of the General Annex gives useful defing, such as for “clearance”, “Customs law”
or “Customs territory”. Chapter 3 defines in det@llearance and other Customs formalities”
which includes descriptions of the “Goods declardtiand of “Examination of the goods”. The
General Annex furthermore has — among others —telsapn “Duties and Taxes”, “Security”,
“Customs control”, “Application of information tenblogy”, “Relationship between the
Customs and third parties” and “Information, Demns and Rulings supplied by the Customs”.

2.11.  Specific Annexes of the revised Kyoto ConventiGnstoms Procedure$he Specific
Annexes of the RKC contain all details on customee@dures. Such information is very relevant
for the compilation of IMTS. The table of contenfshe Specific Annexes and accompanying
guidelines is given in Table 2.1.

Table 2.1
List of specific annexeof the revised Kyoto Conventionand their chapters
Specific Annexes Chapters therein
A Arrival of goods in a Customs territory Al Forntigls prior to the lodgement of the Goods
declaration
A2 Temporary storage of goods
B Importation B1 Clearance for home use
B2 Re-importation in the same state
B3 Relief from import duties and taxes
C Exportation C1 Outright exportation
D Customs warehouses and free zones D1 Customsoumses
D2 Free zones
E Transit E1 Customs transit
E2 Transshipment
E3 Carriage of goods coastwise
F Processing F1 Inward processing
F2 Outward processing
F3 Drawback
F4 Processing of goods for home use
G Temporary admission G1 Temporary admission
H Offences H1 Customs offences
J Special procedures J1 Travellers
J2  Postal traffic
J3 Means of transport for commercial use
J4  Stores
J5 Relief consignments
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K Origin K1 Rules of Origin
K2  Documentary evidence of origin
K3  Control of Documentary evidence of origin

C. Customs Procedures and IMTS

2.12. Customs procedures and trade statistM®st of the international transactions of goods
pass through the customs administrations of thertixig and the importing countries, and are
subject to customs procedures. Customs recordsedres a result of the application of such
procedures are the most prevailing and importamtcsoof data for trade statisticsFurther, the
customs procedures are used to determine what nemtenof goods are to be included or
excluded from IMTS. However, countries may not alsvatrictly follow the standards and
recommended practices of the RKC and/or have qtfearedures in addition to those identified
in it. Therefore, compilers should carefully revigiae details of the customs procedures and
decide on the inclusion and exclusion of any giyeocedures, following the IMTS 2010
recommendations on the scope of recording (IMTS2para. 8.5).

2.13. Inclusion and exclusion of goods based on speciiistoms proceduresThe most
common customs procedure for imports is the dewtaraof goods for “Clearance for home
use”, whereas for exports it is the procedure aitf@ht exportation”. Goods transactions under
these customs procedures are, as a general geidilibe included in the trade statistics. Goods
movements under the procedures “Transit”, “Tranpraknts” and “Temporary admissions” are
in general to be excluded. Boxes 2.2 and 2.3 bglowvide the list of customs procedures
identified in the RKC under which, as a generalgline, goods are to be included or excluded
from trade statistics, assuming the country folldtas RKC in the definition and application of
these customs procedures (see IMTS 2010, para.Bh%)2.4 provides examples of cross border
movements of goods which might not be covered Iparsge customs procedures but which
should be included in IMTS.

2.14.  List of customs procedures under which goods ateetmcluded in IMTSBox 2.2
provides the list customs procedures identifiethenRKC and whose application should result
in the inclusion of cross-border movements of gdadsports or exports following the relevant
recommendations of IMTS 2010.

Box 2.2
Customs procedures covering goods to be included INMITS

1. Imports
Clearance for home use

Specific Annex B of the RKC defines “clearanceliome use” as the Customs procedure which provigs t
imported goods enter into free circulation in thestoms territory upon the payment of any importetuaind taxes
chargeable and the accomplishment of all the nacg§ustoms formalities. It further defines thabodls in free
circulation” means goods which may be disposeditfaut Customs restriction.

7 See chapter 3 for description of trade flows Whidght not be covered by customs and where thefusen-
customs sources of data might be needed.
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Customs warehouses (Specific Annex D, Chapter 1)

“Customs warehousing procedure” means the Cuspsotedure under which imported goods are storeérund
Customs control in a designated place (a Customshease) without payment of import duties and tagestoms
can establish public and private customs warehofisewhich Customs shall lay down the requiremdotghe
establishment, suitability and management and ttasgements for Customs control. The arrangementstérage
of goods in Customs warehouses and for stock-kgepid accounting shall be subject to the approvtien
Customs. As mentioned above, the authorized opasatre strictly defined. Goods are allowed to Biahe
warehouse for at least one year, unless the gaedsegsishable.

Free zones (Specific Annex D, Chapter 2)

“Free zone” means a part of the territory of a @acting Party where any goods introduced are géneegarded,
insofar as import duties and taxes are concerrsedeimg outside the Customs territory. Nationaislegion shall
specify the requirements relating to the establisfinof free zones, the kinds of goods admissibkuth zones and
the nature of the operations to which goods magufsgected in them. Customs shall lay down the gearents for
Customs control including appropriate requiremastsegards the suitability, construction and layfutee zones
and have the right to carry out checks at any iméhe goods stored in a free zone.

Inward processing (Specific Annex F, Chapter 1)

“Inward processing” is defined as the Customs palace under which certain goods can be broughtar@ustoms
territory conditionally relieved from payment of port duties and taxes, on the basis that such garedisitended
for manufacturing, processing or repair and subsegexportation. Specific Annex F further definkattinward
processing shall not be limited to goods importedatly from abroad, but shall also be grantedgoods already
placed under another Customs procedure and tsladitld not be refused solely on the grounds otthentry of
origin of the goods, the country from which theyiaed or the country of destination.

Processing of goods for home use (Specific Annex F, Chapter 4)

“Processing of goods for home use” means the Custmotedure under which imported goods may be
manufactured, processed or worked, before cleaf@an¢®mme use and under Customs control, to suaxtent
that the amount of the import duties and taxesiegiple to the products thus obtained is lower tian which
would be applicable to the imported goods. The timgrof the procedure of processing of goods fanbase shall
be subject to the conditions that:

a) the Customs are able to satisfy themselveshlgbroducts resulting from the processing of gdod$iome use
have been obtained from the imported goods;

b) the original state of the goods cannot be ecaralim recovered after the manufacturing, procegsinworking.

2. Re-imports
Re-importation in the same state (Specific Annex B, Chapter 2)

“Goods exported with notification of intended retumeans goods specified by the declarant as iegifar re-
importation, in respect of which identification nseiaes may be taken by the Customs to facilitaienpsrtation in
the same state.

“Re-importation in the same state” means the Custpracedure under which goods which were exportay ine
taken into home use free of import duties and tguesvided they have not undergone any manufaaurin
processing or repair abroad and provided that amsshargeable as a result of repayment or remisdior
conditional relief from duties and taxes or of @upsidies or other amounts granted in connectidm eXportation
must be paid. The goods that are eligible for rpartation in the same state can be goods that wdree
circulation or were compensating products.

3. Exports
Outright exportation (Specific Annex B, Chapter 1)

Specific Annex C states that “outright exportationéans the Customs procedure applicable to gooathwiheing
in free circulation - leave the Customs territonglare intended to remain permanently outsidehié Tustoms
shall not require evidence of the arrival of thed® abroad as a matter of course.
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Outward processing (Specific Annex F, Chapter 2)

“Outward processing” means the Customs procedwlerunhich goods which are in free circulation iGastoms
territory may be temporarily exported for manufaictg, processing or repair abroad and then re-itaplowith total
or partial exemption from import duties and taxes.

Drawback (Specific Annex F, Chapter 3)

“Drawback” means the amount of import duties ang$arepaid under the drawback procedure. “Drawback
procedure” means the Customs procedure which, \gheds are exported, provides for a repayment (twtal
partial) to be made in respect of the import dugied taxes charged on the goods, or on materiataioed in them
or consumed in their production.

Customs formalitiesin respect of postal traffic (Specific Annex J, Chapter 2)

According to the RKC, clearance of goods in postdfic “shall be carried out as rapidly as possiahd customs
control shall be restricted to the minimufhit states also that the customs declaration shoode required unless
goods are dutiable, taxable or subject to speaistoms control.

Admission of urgent consignments (Specific Annex J, Chapter 5)

The RKC stipulates that the declarant should bbeai#ted to lodge the goods declaration before thead of
urgent consignments, and provisions should exist fimplified goods declaration procedure, inahgdan oral
declaratior?. However, customs may request the subsequenshing of more detailed information.

2.15.  List of customs procedures under which goods atetexcluded from IMT&ox 2.3
provides the list of customs procedures whose egiobin should result in exclusion of the goods
from IMTS, as goods entering or leaving a countrgler any of those procedures do not add or
subtract from the stock of goods of the country.

Box 2.3

Customs procedures covering goods to be excludedm IMTS

Customs Transit (Specific Annex E, Chapter 1)

“Customs transit” means the Customs procedure untlieh goods are transported under Customs caointal
one Customs office to another. The Customs sHhalvajoods to be transported under Customs tramsiteir
territory:

(@ from an office of entry to an office of exit;

(b)  from an office of entry to an inland Customs office

(c) from an inland Customs office to an office of exitid

(d)  from one inland Customs office to another inlandi@ms office

Goods being carried under Customs transit shalbaatubject to the payment of duties and taxes.Cidstoms
at the office of departure shall take all necessation to enable the office of destination to iifgrihe
consignment and to detect any unauthorized intenfay.

Transshipments (Specific Annex E, Chapter 2)

“Transshipment” means the Customs procedure untdatvgoods are transferred under Customs conwat fr
the importing means of transport to the exportireans of transport within the area of one Custorfiseof
which is the office of both importation and exptida. The Customs should accept as the Goods déiclarfor
transshipment any commercial or transport docurftgrihe consignment concerned which meets all the
Customs requirements. This acceptance should leel ot the document.

8 See the RKC, Specific Annex J, Chapter 2, Stah8and Standard 6.2 to the General Annex, Chépter
9 See the RKC, General Annex, Chapter 3, Standaah#é Specific Annex J, Chapter 5 on relief consignts.
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Temporary Admission (Specific Annex G, Chapter 1)

“Temporary admission” means the Customs procedudemuwhich certain goods can be brought into a@nst

territory conditionally relieved totally or partiglfrom payment of import duties and taxes; suchdgpomust be

imported for a specific purpose and must be intdrfidere-exportation within a specified pertddnd without

having undergone any change except normal depi@tidtie to the use made of them.

National legislation shall enumerate the caseshithvtemporary admission may be granted and tempora

admission shall be subject to the condition thatGlustoms are satisfied that they will be able&mniify the

goods when it is terminated. The Customs shalifextime limit for temporary admission in each case

Temporary admission with total conditional relisfrh duties and taxes should be granted to the gadelsed

to in the Annexes to the Convention on Temporarynéssion (Istanbul Convention) of 26 June 1990

(a) “Goods for display or use at exhibitions, fairs,etiegs or similar events”.

(b) “Professional equipment”.

(c) “Containers, pallets, packings, samples and otlesdg imported in connection with a commerdial
operation”

(d) “Goods imported for educational, scientific or cuétl purposes”

(e) “Travellers’ personal effects and goods importedsfoorts purposes”

() “Tourist publicity material”

(9) “Goods imported as frontier traffic”

(h) “Goods imported for humanitarian purposes”

(i) “Means of transport”

() “Animals”

2.16. Cross border movements of goods which might nobkered by specific customs
procedures but which should be included in IMTBere is a number of cross border movements
of goods which might not be covered by specifidanns procedures but which represent a
significant trade and should be included in IMT&amples of such movements of goods are
provided in Box 2.4?

Box 2.4
Examples of cross border movements of goods whichight not be covered by separate
customs procedures but which should be included iMTS

e Goods on consignment

» Border trade(trade between residents of adjacent areas oEbaglcountries as stipulated by national
legislation);

» Barter trade

» International aid(aid or donations given gratis between Governmentsy international organizations);

e Gifts and donation§to be included if to significant scale as defilgdnational law);

» Contracting projectgexports of equipment or materials to be useddémstruction projects carried out by
country residents);

e Goods on leasémports or exports under a financial lease areamgnt) (see IMTS 2010, para.1.28);

« Equipment or materials invested by foreign-invesstirprisegthe import of equipment, parts or other
materials by a foreign-invested enterprise asgfats total initial investment);

» Duty-free shofthe duty-free import of commodities for sale pesific shops to specific individuals according
to specific customs regulations);

e Seizure and subsequent resale by the State

10 See also IMTS 2010, para. 1.43

11 See http://www.wcoomd.org/files/1.%20Public%R&iPDFandDocuments/
Procedures%20and%?20Facilitation/Istanbul_legal_temxgy.pdf

12 The RKC lists, inter alia, the most widely usegimes, such as clearance for home use and dugsigbrtation
(in some countries up to 90 percent of all deciana).
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2.17. National application of the drawback procedufes indicated at the beginning of this
section there might be differences in the applicatf specific customs procedures between
countries and trade statistician need to be awanedertain procedures are defined and applied
in detail in their country. Box 2.5 provides twouedry examples of the application of the
drawback procedure

Box 2.5
Use of the drawback procedure — experience of Brdand Canada

Definition and application of the drawback procedure in Brazil

Drawback is a foreign trade policy in which Braailimanufacturers are allowed to purchase, abroamtbe
domestic market, raw materials and parts, withastams charges, that will be used to manufactuoglgthat will
be exported. The Drawback enables Brazilian congsatioi be competitive, since they do not need totaxiss to
their exporting prices.

Excerpt from Canadian Border Services Agency (CBSAjequlation regarding drawback programme

1. This program will be of benefit to persons whiegently, or will (a) import goods into Canada, (@jeive goods
imported into Canada, or (c) export the importeddgofrom Canada, and wish to file a claim for andrack
(refund) of the duties paid.

2. When imported goods which are subsequently eggdrom Canada were (a) further processed, (lplaiisd or
demonstrated in Canada, (c) used for the developangroduction in Canada of goods for subsequembr, and
(d) exported without having been used in Canadargrpurpose other than for (a), (b), or (c), avback may be
filed to claim the duties paid on the imported gaobhis means a refund of the customs duties,damtiping and
countervailing duties, or excise taxes, other ti@Goods and Services Tax (GST)/Harmonized SaggHST),
that were paid at the time of importation, may laénced.

D. Verification of the declared information

2.18. Role of customs in verification of the declareainfation.The RKC recognizes the
rights of the national customs administrationsrisuge the accuracy of the information
contained in the declarations by various meang,diveg examination of the goods and any
reference documents.

2.19. Examination of goodsAlthough the detailed examination of goods issidered a
prerogative of any country, the Convention recomatsethat “the customs authorities should in
as many cases as possible be content with a sunexanyination of goods declared for home
use.™ In summary examinations, the customs “may camtysome, though not necessarily all,
of the following checks - counting the packagesingotheir marks and numbers, and
ascertaining the description of goods. Detaileahgixation may be done and involves thorough
inspection of the goods to determine as accurakelyossible their composition, quantity, tariff
heading, value and, where necessary, orifjitt.5hould be noted that in modern customs
operations all shipments and declarations are sutgea risk assessment which allows to
significantly limit physical inspections; in someuntries information about inspections is

13 The compiler should be aware that “summary eratiin may be considered sufficient, for exampleere
goods of the same description are imported fredyibgta person known by the Customs to be reliallere the
accuracy of the particulars given in the declaratian be checked against other evidence, or whergriport
duties and taxes involved are low”. See the RKheka@ Annex, Chapter 6, Standard 6.4. See alsodBugs to
the General Annex, Chapter 3, Standard 3.33, amgt€h6.

14 See RKC, General Annex, Chapter 3, Standard 3.33
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flagged in the data while in other countries nohsiméormation is available. It is a good practice
for trade statistics compilers to cooperate witbtoms in reviewing the scope and organization
of physical inspection procedures to ensure tlaissical concerns relating to data quality,
verification and validation are fully taken intocatint. For further information on quality
assurance please refer to chapter 9.

2.20. Reference documents accompanying customs declagafldfie RKC acknowledges

the need for the customs to use reference docurtestgpport or verify statements made in the
declarations. The most typical examples of suatudwnts are import licenses, documentary
evidence of origin, health or phytopathologicaltifeates, commercial invoices, and transport
documents? It is advised that compilers make standing areaments with the customs
authorities to have access, as permitted by lawhiohever of those documents are collected,
and use them as additional sources of informattas.recognized, however, that the use of such
documents might be limited to only special casssfjad by their economic or other
significance.

E. Lodgement of the customs declarations and relatedata-collection issues

2.21. Electronic declarationA declaration can exist not only as a printedusheent but also

in electronic form. For example, many countries ekectronic declarations for a significant
percentage of imports. Many developing countresthe Automated System for Customs Data
and Management (ASYCUDA), a computerized systeneldped by UNCTAD?® The

electronic declarations significantly facilitateethrocessing of data.

2.22.  Statistical requirements.he data requirements of customs may not alwdfi all
statistical needs. In particular, for most cust@msedures the RKC leaves it to national
legislation to decide what customs records arestkdpt, whether or not a goods declaration
should be lodged or what information it should eamt Compilers of trade statistics are advised
to cooperate with customs to design such formaustfams records which, while not adding
additional administrative or financial burden tstmams and traders, contain all statistically
significant data fields (see chapter 8 for detail®) allow the collection of the data required for
trade statistics. The statistical requirements khbe addressed systematically with customs and
included in a Memorandum of Understanding and as$d@ in the joint work programme
between customs and the agency responsible foritoghmternational trade statistics (see
Chapter 5). In this connection, the statisticalnaigs could seek also greater access to
information such as shipping manifests.

2.23. Time of lodgement and time of data recordifidhe RKC does not provide strict
standards regarding the timing of lodgement. dtest only that national legislation should define
the time limit for lodgement which will enable tdeclarant to assemble the particulars needed
for making the declaration and to obtain the rezpisupporting documents. Governments are
free to select the beginning of the time limit; RKC names, as the examples, the time when

15 See RKC, General Annex, Chapter 3, Standard 3.16
16 ASYCUDA can be configured to suit the nation@mcteristics of individual customs regimes, fotHer detalil
see Chapter 8 of this Manual or the ASYCUDA web sit http://www.asycuda.org.
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goods are unloaded, presented at the customs offieeased’ It follows that lodgement of
the declaration and the actual time when goodssdtasborder of the economic territory of a
country may, in some cases, vary significantly.wdwer, since the time of lodgement generally
approximates the crossing of the border of the econ territory of a country, it is
recommended by IMTS 2010 to use the time of lodgeras the time of trade data recording in
the case of customs-based systems of data colgétiofurther details regarding the time of
recording see chapter 12)

2.24. Lodgement of provisional or incomplete declaratioffghe declarant, at the time of
lodgement of the declaration, is unable to proali¢he required information, the customs
authorities may accept a provisional or incomptigtelaration and release the goods under
condition that the declarant will provide the migsinformation afterwards within the specified
period in an additional declaratichThe lodgement of the additional declaration aredtiime

when goods cross the border of the customs tegrnit@y be far apart from each other. However,
both declarations refer to the same transactiomaungt be linked during the data processing.
Compilers are advised, (a) to use the provisional@mplete declaration to identify the time of
lodgement and collect provisional data, and (h)ge the additional declaration to
revise/complete trade data while time of recordihguld not change.

2.25. Release of the declaration after release of goddsmpilers should take into account
the use of a standing authority for release of gdmefore presentation of the declaration. Such
authority is given to a growing number of tradereider to enable speedy release of the
imported/exported goods without waiting for colleatof the documents needed for completion
of the declaratiort? Compilers should include the data from such datiams in the monthly
statistical reports corresponding to the monthsnithe goods actually enter or leave the
economic territory of a country.

2.26. Periodic lodgement of declarationWhen goods are imported (exported) frequently by
the same company/person, the RKC recommends thtains allow a single goods declaration

to cover all importations (exportations) by thatgms for a particular reference perfddrhat

facility may be granted if the company/person kg@oper commercial records and where
necessary control measures can be taken. The Rt¢Qmizes the right of customs to require
that the declarant produce, at the time the gooulsmHby cross the border, a commercial or
official document such as an invoice, waybill osghtch note, etc. giving the main particulars of
the concerned consignment. Compilers should peaty review such documents, if permitted
by law, in order to be able to assign the tradié¢oappropriate month (based on time of crossing
the border), especially in cases when trade igfsignt in value (amount) and/or the reference
period of the reporting by the trader does not cdie with a period used for statistical reporting
(normally the calendar month).

2.27. Absence of declarationgh some cases, mostly when duties and taxesateniiected,
national law may not require that declarationsdalgjed. Compilers are encouraged to collect

17 See revised RKC, General Annex, Chapter 3, &tarigl23.

18 See RKC, General Annex, Chapter 3, Standardaéhd3ts guidelines.

19 See RKC, General Annex, Chapter 3, Standardah#ésts guidelines.

20 See RKC, General Annex, Chapter 3, Transitionat@&ed 3.32, and its guidelines.
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from the customs any information which may heljdntify shipments of undeclared goods,
and to use non-customs data sources including &sbimto ensure proper coverage of the trade
statistics.

2.28. Simplified declarations, customs and statisticaé#iolds and estimatioi€ertain

goods that are not strictly controlled can be dedan less detail or be made exempt from
reporting requirements; this can also apply whenvéilue (or quantity) is below a certain
customs-defined or statistical threshdidCompilers should be aware of those transactiods an
decide whether and how to include them in the tsddestics to avoid unwarranted loss of
coverage. If the value of the trade is considsrgdificant it should be included in the statistics
(see IMTS 2010, para. 1.3). Compilers should dguatocooperation with the customs
administration, adequate data collection or estongtrocedures for these transactions. Those
procedures may rely on the use of commercial doatsree/ailable to the customs or may be
based on appropriate non-customs sources of €ampilers may also establish a threshold for
statistical purposes, i.e., set a value below whighsactions might not be processed and
included in the detailed trade statistics, or mayrtluded in the trade statistics as an estimate
based on a sampling approach or as an aggreghst.approach is useful where resources may
not be sufficient to process all the transactiama ¢dimely basis. In those cases, clear
explanatory notes should be included in the megadradr further information see chapter 19,
which discusses simplified declarations and repgrthresholds.

2.29. Retention of customs recordsational law usually requires that, for contrarposes,
copies of goods declarations, along with any supmpdocumentation, be kept for several
years? It is a good practice if compilers work togethéthicustoms to develop a retention
policy for the documents that support statistieas including establishing an electronic
database to facilitate storage, retrieval and [msiog of electronic copies of such documents.

F. Information required to complete a goods declarton

2.30. Variety of declaration forms and names of gooddattations. Customs around the
world use a variety of declaration forms, whosagtesions may vary from one country or
customs union to another even if they are appbediimilar customs procedures. The list of
names include such designations as import/expotadion form, cargo customs declaration,
electronic export information, Single Administrailbocument, entry/exit summary form,
warehouse or free zone entry/dispatch form. Anné&pfovides some examples of goods
declaration forms.

2.31. Information required to complete a goods declanatid@ he information items normally
required in the custom declaration forms and relef@ compilation of trade statistics (either
for inclusion into the statistics or for verificati purposes) are listed in table &2The data

21 For example, in the United States, most impartdactions valued at less than $1,500 may betegpor
“informally”, with only minimal information reporié See para. 18.17 for the explanation of custardsstatistical
threshold.

22 For example, in the United States, exportethar agents must maintain copies of shipping damnitsfor three
years after exportation.

23 Not all types of information are mandatory faanmy customs procedures.
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items required for statistical purposes can be gtkas a subset of the information items
required on the customs declaration. However, stenes required for statistics might be
missing or might not be mandatory.

2.32.  Additional information available on the declaraticDustoms declarations may also
contain information which can be used to analyzestiucture of trade, not only by parameters
recommended by IMTS 2010 but also by other parammétgortant for a given country or
customs union (e.g., identification of goods unebgvort or import controls, province/state
within the country from which the goods originate.p Such practice is not in conflict with
international recommendations. To the contrarymtation of additional information needed
for a country is encouraged.

2.33.  Training in how to complete customs documents avo@acy.The proper completion

of customs declarations requires some specialined/lkedge. To assist traders and to ensure
faster processing, detailed instructions regardomgpletion of the declarations are normally
prepared by customs. Customs usually conductsrigafor its own staff as well as for the
business community. Itis a good practice thatmters participate in those training efforts to
understand the data entry process and to sensitstems officers, traders, brokers and traffic
managers on the need to properly accomplish custieclaration forms and to stress the
importance and uses of information derived ther8urch training can be seen as part of a
broader range of trade statistics advocacy andtguasurance activities (see chapter 5 and 9 for
details).

Box 2.6
Training and advocacy efforts — experience of thetlippines

In the case of the Philippines, the National Siag<Office (NSO) in collaboration with the Centdnk, the
Department of Trade and Industry, the Export Dgwelent Council, the Bureau of Customs and the Riiiligp
Export Zone Authority (PEZA) conducted a road stomexporters, brokers and traffic managers for REZ
locators. Data requirements of the NSO in genggdMTS, mandatory filling up of the box on valueiofported
raw materials, insurance and freight value as agthe importance and uses of IMTS were emphasizedg the
fora.
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Annex 2.A. The single administrative document (SAD

2.A.1. The single administrative document is the docunrgrasis for customs declarations in
the EU and in Switzerland, Norway and Icelande single administrative document is
composed of a set of eight copies. Below showpiesentation of the first copy which is the
copy retained by the Member State / Country wheeeekport or transit formalities are carried
out. For full information please go to the websitéhe European Commission at
http://ec.europa.eu/taxation_customs/customs/proeédaspects/general/sad/index_en.htm.

Figure 2.A.1
Single administrative document — copy for the coumy of dispatch/export

A OFFICE OF DISPATCHIEXPORT
EUROPEAN COMMUNITY 1 DECLARATION
1 2 Consignor/Exporter No
D 3 Forms 4 Loading lists
| |
‘g 5 ltems 6 Total packages |7 Reference number
P=
§ 8 Consignee No 9 Person responsible for financial setflement No
s
©
&
= 10 Country first 11 Trading 13 CAP.
‘S Juesin Joouny
%‘ 14 Declarant/Representative No 15 Country of dispatch/export Lo "'SP"T"P C‘"’El*7 Suautos ”T“” Qlele
S 1 2 | 5]
8 16 Country of origin 17 Country of destination
@
§ 18 ldentity and nationality of means of transport at departure 19 Ctr. 120 Delivery terms
S
=2
E 21 Identity and nationality of active means of transport crossing the border 22 Currency and total amount invoiced 23 Exchangse rate 24 Nature of
8 I I | I transaction
25 Mode of transport |26 Inland mode 27 Place of loading o 28 Financial and banking data
I at the border of transport
1 29 Office of exit 30 Location of goods
31 Packages | Marks and numbers - Container No(s) - Number and kind |32 Itcmi| S8 Sorodtitods |
and description No
of goods [34 Courtry origin Code |35 Gross mass (kg)
2 [
37 PROCEDURE 38 Netmass (kg) 39 Quota
|
40 Summary declaration/Previous document
41 Supplementary units
24 Adtional
information’ FCode
Dosuments prodused
Certificates and
authorizetions 46 Statistical value
47 Calculation |[Type |Taxbase Rate Amount MPJ48 Deferred payment |49 Identification of warehouse
of taxes
B ACCOUNTING DETAILS
Total:
50 Principal No Signature: C OFFICE OF DEPARTURE
51 Intended represented by
offices of transit Place and date:
(and country) |
52 Guarantee Code |53 Office of destination (and country)
not valid for
D CONTROL BY OFFICE OF DEPARTURE Stamp: 54 Place and date:
Result:
Seals affixed: Number: Signature and name of declarant/representative:
identity:
Time limit (date)
Signature
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Chapter 3 Non-customs data sources

3.1. Introduction This chapter refers to the recommendation of IMZRO, chapter 8, on
data compilation strategies, to use non-custonms stadirces to supplement customs-based data
to ensure full coverage of IMTS. This chapter dss&s such non-customs data sources as parcel
and letter post records, aircraft and ship regstenterprise surveys (more details on enterprise
surveys are provided in a chapter 4), foreign shgppmanifests, data exchanges between
countries, etc. Several country examples are peavigt the end of the chapter. The use of
customs data sources is covered in chapter 2. €igagds and good practices in merging data
obtained from customs and non-customs sources @rerad in chapter 7, which contains
additional examples of the use of non customs stateces.

A. An overview

3.2.  Country practices in the use of customs and noteous data sources-or the majority

of countries, customs declarations remain the rsaiirce of data for the compilation of their
international trade statistics (see Annex 3.A). ldoeer, there is a considerable difference
between developed and developing and transitiamattcies®* According to a survey conducted
by the United Nations Statistics Division in 20@&ly 55 percent of developed countries that
replied use customs declarations as their main datace, while almost all (98 percent)
developing and transitional countries indicated thestoms declarations are their main source.
More developed countries use additional data ssusiech as administrative records associated
with taxation (58 percent) and enterprise survégspercent), as compared with developing and
transitional countries, where these figures arg @@l percent and 21 percent, respectively. This
is one of the consequences of the abolition ofazustcontrols among countries of the European
Union.

3.3. Use of non-customs data sourcktore active use of non-customs sources is algotolu
the fact that certain kinds of transactions dopass through customs and therefore information
about them needs to be obtained from other datze®unaintained by other agencies. The table
in annex 3.A shows that besides customs declamtiountries also use postal records, tax
records, currency exchange records, enterpriseegsirvaircraft and ship registers, foreign
shipping manifests and reports of commodity boaAdisthose additional data sources can be
necessary and useful to complete the trade statidtion-customs sources may be used also for
the verification and cross-checking of customs réso

3.4. Transactions frequently not covered by customsrdscdransactions of the following
items generally may not appear in customs records:

» Goods delivered through postal or courier services

* Electricity

» Petroleum, gas and water through pipelines

24 There is no established convention for the designaif “developed” and “developing” countries oeas in the
United Nations system. In common practice, Japaksia, Canada and the United States in northernrisme
Australia and New Zealand in Oceania, and Europeansidered “developed” regions (see
http://mdgs.un.org/unsd/mdg/Host.aspx?Content=RaigibnalGroupings.htm).
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* Border trade (i.e., informal sector trade betwessidents of adjacent areas of bordering
countries)

» Sales and purchases made by aircraft and shipsaigh ports

» Sales and purchases of aircraft, ships and othbilenequipment

* Transactions on high sea

For these items the compiling agency will havede additional data sources to complete the
country’s merchandise trade statistics.

B. Main types of non-customs data sources and theurses
3.5.  The main types of non-customs data sources andrttuest typical uses are described
below. However, it should be noted that the impméaand the use of particular data source may

vary from country to country depending the natiaciedumstances and needs.

1. Parcel post and letter post records

3.6. United Postal UnionThe treatment of parcel post and letter postrsbis by customs
offices is governed by the acts of the Universat&®dJnion, which is currently composed of
189 Member States. The acts, which consist oCibrestitution of the Universal Postal Union,
the general regulations of the Postal Union, aed.thiversal Postal Convention (UPC), are
binding for all Member States.

3.7. Forms CN22 and C23Among other matters, the UPC deals with the isuiems (letter
post, parcels) which are subject to customs caritrptovides, for example, that items weighing
less than two kg and with the value of their cotddess than 300 special drawing rights, should
bear a special form (CN22). All other items shduddaccompanied by form CN23. The CN22
form contains a description of content by sepaaieles, their net weight and value. The CN23
form, usually referred to as a customs declaratiequires additional information; the
information should be provided by the sender amaihinclude such statistically important
indicators as country of origin of goods, tariffmiber and customs value. The items and the
respective forms are to be presented to custonishwimen makes its decision regarding
clearance based on the information provided inglosms.

3.8. Application of a thresholdf the values declared on the CN22, CN23 or offuestal

forms exceed the threshold value adopted for tstatéstics purposes, then compilers should
include those goods in trade statistics in fuledgtommodity classification, value, quantity and
partner country, etc.). If the value of the indival transaction does not exceed the threshold,
then the transaction should be treated consistgnttiae policy for compiling statistics from

other low-valued customs records. IMTS 2010, pas&,. encourages countries to estimate and
include such flows if they are economically sigraint as determined by the statistical authorities
of the compiling country. The agency responsibtectampilation of trade statistics should

contact postal authorities in order to ensure tt@hecessary information is collected and passed
to that agency on a regular basis.
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3.9. Private parcel delivery serviceShe compilation of data with regard to items dsied
by private parcel delivery services (e.g., courierpress carriers etc.) should follow a similar
pattern, utilizing all information available. Thgency responsible for compiling the statistics
should make special arrangements either througiommssor directly with the parcel carriers to
ensure that the necessary information is passégio.

3.10. Increasing importance of parcel and letter pdatith the rapid expansion of electronic
commerce, the international movement of goods sy and by parcel delivery services (both
government and privately operated) is becoming raacemore important; the compiling agency
should develop a strategy with the aim of develg@ircompilation procedure which ensures that
those merchandise flows are adequately reflectédde statistics.

2. Aircraft and ship reqisters

3.11. Use of aircraft and ships registefd/hen aircraft and ships cross the borders of wm@s

as items of trade and the appropriate customsde@e created, those records should be used as
the main source of information. However, in soraentries international trade in aircraft and
ships may not be recorded by customs even if thegsdorders; also, customs records may be
incomplete or non-existent if those items do nossrcustoms borders. Under such
circumstances, countries may use national (ornatenal) ship and aircraft registers for
evidence of a trade transaction, using change akoship as it may be indicated in the register
as the basis for the compilation of trade stasstim addition to the use of registers, documented
financial leasing agreements may indicate whethlavamge of economic ownership has
occurred. Chapter 23 discusses the compilatiorataf dn the trade in ships and aircrafts in
detail.

3. Enterprise surveys

3.12. Use of enterprise survey®btaining information on international transans®f

electricity, petroleum, gas and water through piyes or on sales and purchases made by aircraft
and ships in foreign ports or on high sea, candmedy contacting the relevant enterprises. If
such transactions are highly concentrated in jiistveenterprises, the compiling agency can
conduct a regular census (monthly or quarterlyglbinvolved enterprises to complete the

IMTS. If for certain kinds of transactions, thenmoer of involved enterprises is too large to hold
a regular census, then the compiling agency caubdact regular enterprise surveys of the
specific sectors (airlines and/or shipping compshnie

3.13. Surveys to capture border trad®order trade, including shuttle trade, is tradeneen
residents of adjacent areas of bordering countfiash trade is typical of low quantities and
value but at high frequencies. Given the relatively value of the individual transactions, such
kind of trade is frequently below the customs thadgd and not recorded by the customs
administration. However, for certain countries,lsamss-border trade is economically
significant and it is a good practice that traggisticians capture the value, quantity and
commodity detail of these transactions on a quigrtegrannual basis. Chapter 4 provides more
detailed information about enterprise surveys antains an example of Uganda on its Informal
Cross Border Survey.
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3.14. Integrated approach to data collectiolm the case of the use of non-customs data
sources, such as enterprise surveys it is recomealeet countries follow an integrated
approach to data collection and make use of busireggsters and enterprise identification
numbers in order to obtain the required informatiotin minimal costs and burden on
enterprises. The integrated approach to data toliers of particular importance for the
fulfilment of additional information requirementgjch as for goods for processing (including
obtaining information on change of ownership),ardfirm trade etc., which often cannot be
satisfied by the use of customs declarations dfdy further information on the integrated
approach to economic statistics see chapter 11.

4. Foreign shipping manifests

3.15. Use of foreign shipping manifestoreign shipping manifests may contain some ef th
same information that is relevant to trade stassdis that found on customs declarations; they
may be of use as a source in cross-checking asdpplementing information gathered from
customs declarations. Quantities in weight andlemare usually available, as are information
on freight costs, general description of the comitrexi(but the commodity code may be
missing), names and addresses of the parties toathgaction and country of shipment. Such
other information as labour charges for packindueaf packages and fees for cartage to dock,
marine insurance, inland freight and some otherro@msions may also be available. The main
deficiency of foreign shipping manifests is that thalue of the goods is frequently missing and
if the value is provided, it may summarize a nunmdfeariff lines, be entered in the currency of
the exporting country and be on a free-on-boardB)Haasis.

3.16. Cooperation with port administrationn some countries, port administrations produce
certain statistics from shipping manifests for puegnagement purposes. Those statistics may
also be used to cross-check the data collected ¢umtoms declarations. Ideally, there should
be collaborative agreements between the statisifiaé, customs and port administrations,
aimed at mutual assistance in compilation of tnadated statistics.

5. Currency exchange records and records of mgnatdhorities

3.17. Use of information from International TransactidrReporting Systems (ITR&)nder an
International Transactions Reporting System (ITB&)ks and other financial institutions are
required to collect information on all transactidnetween residents and non-residents which
have a corresponding financial flow and which a&ted through them. That information is
then supplied to the central bank for regulatorg/anstatistical purposes. Those records may
provide a supplementary source of information arfidrmation to cross-check the customs-
based trade statistics as applicable.

3.18. Limitations in the use of data from ITRSompilers should keep in mind that ITRS is set
up to reflect financial flows which do not necedgarorrespond to the physical movements of
goods relevant to IMTS. Therefore, due care shbaldxercised to separate merchandise flows
from service, income, transfers, and financial 8owlso, the partner country attribution in ITRS
would be based on the residence of transactorsrridtan on country of goods origin and
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country of their last known destination of consigammn Although ITRS may be used to provide
an early broad estimate of total merchandise trem®modity or country detail is invariably less
detailed. Quantity data may not be covered at all.

3.19. Further limitations There may be potential biases in the data iktlaee exchange

controls that may encourage understatement of &xpad overstatement of imports; those may
be harder to identify because an ITRS does notigeeahe possibility of inspection. Timing
issues also arise for an ITRS since a financiakiation is measured at the time it is handled
through the banking system. That may result iecemrded time different from when the goods
changed ownership (as required for balance of patgrand national accounts statistics) or
when the goods were exported or imported (as usedstoms-based trade statistics). Another
disadvantage of ITRS is that it can combine twamore transactions in a single bank settlement.
Especially, in those cases where these transaatarern both imports and exports, the ITRS
becomes less useful as source of information.

3.20. Advantages in the use of data from ITRBe advantage of ITRS is that sometimes it can
provide more timely total trade data than a sumegustoms system. For example, ITRS may
be faster because customs declarations from somerjoosts may take longer to arrive, or the
central bank and/or commercial banks may have tuimputerized systems that operate faster
than the systems used in the customs and/or gtatisffices.

6. Reports of commodity boards

3.21. Use of reports from commodity board@mmodity boards are quasi-governmental or
commercial organizations established in some c@sthat monitor the production and
shipment of goods considered economically impoffiané country; they may also market the
products internationally on behalf of the produceFbiose boards often issue reports that show
the volume of commodities exported during a paldicperiod - monthly, quarterly or yearly.
The reports may include details, such as quantipraducts sold (e.g., in metric tons), the value
of the sales, country of destination of the comrtesli and (probably) the administrative costs
expended. If commodity board reports are condistanailable, they may serve as
supplementary sources or for cross-checking obeustrecords, especially regarding the
guantity information. In such a case compilersaaheised to analyze data from these reports
and to use them as appropriate. For an exampleeouse of information from commodity
boards see chapter 7.

7. Administrative records associated with taxation

3.22. Use of Administrative records associated with teoatWhen customs records are not
available or are incomplete, it may be possibleafiministrative records associated with
taxation to be used in deriving trade statisti€his is particularly true where value added tax
(VAT) systems are in place. The European Uniamigxample of a group of countries where
such a system is in place.
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8. Data exchanges between countries

3.23. Use of data exchanges between counie$n some circumstances, particularly where
non-reporting or errors in collected data are plentaa data exchanfebetween partners can
improve data quality and reduce the burden on tsaaled statistical compilers; exchanges could
cover all transactions or only a subset of transastthought to involve special problems.
Exchange may be a permanent arrangement or bedinata specific time frame to deal with a
temporary situation. Given the confidentiality asipaf the data exchange it may be necessary to
have a signed agreement between the partners Apdxafncountry data exchange is provided

in chapter 9, Section C and chapter 10 discussteefucases of country data exchanges. Chapter
26 covers the issue of confidentiality in detail.

3.24. Reconciliation studieBefore undertaking a data exchange, it is impotiado detailed
trade data reconciliation studies (see chapter 8)lty understand the differences between the
two partners' statistics and the adjustments wiviitbe needed to derive each partner's export
data from counterpart import statistics (see chalfieon the issues related to partner country
attribution). Because of the greater customs sgryaid in most countries to imports, it is
usually more feasible to derive estimates of exgpivdm counterpart imports.

3.25. Advantages and disadvantagd3ata exchange can substantially reduce reploureien

and improve data quality, particularly if exporfsagpartner have a significant portion which

may not have been reported. It can also fosteatgreommunication and cooperation between
the customs and statistical agencies in the twotcims. The exchange may increase the burden
on importers if they have to report additional dalaments to meet the exporting partner's needs,
and may reduce each partner's flexibility to modsyclassifications and processes. Because of
the need to align classification and processingdules, it would be difficult to implement data
exchanges with multiple trading partners. It mksp de difficult to implement a data exchange
when there are significant amounts of trade trangsiine partner en route from the other to a
third country, or with distant partners where tineet of recording may have large differences
may be lengthy. More details on Data Exchange mengn Chapter 9.

C. Country experiences

3.26. United States example - obtaining information ondgtransactions through Postal and
Courier Servicesln the United States merchandise trade statigtimgram, value-based
exemption levels have been established to helpiatiefiler burden and reduce processing costs
as goods valued below these exemption levels deegoire complete filing. As complete
information is not available for goods valued bektse thresholds, import and export low-
value estimates are calculated each month. Gdopges] via small package courier companies
were identified as a major component of under cayer especially for exports. Therefore the
U.S Census Bureau developed a methodology to ssmaf courier and non-courier estimates.

25 Data exchanges between countries are usualhaages of customs data. In the context of this Manan
domestic customs data is considered a non-custatassdurce as the term customs data is used taoedemestic
customs data only. Within a customs union the tewsioms data refers to customs data of all Memtste S

26 One form of data exchange is the use of onetogsiimports data as a substitute or input intotler country's
exports data.
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Data on low value shipments provided by major cautbmpanies upon request served as a
basis for the methodology. A proportion of lowuatrade to high value trade was developed
using data from the couriers over several monthg, #his proportion is used as a courier factor.
The courier data received each month is multighiedhis factor to produce courier low value
estimates. These factors can be updated as nbgdeduesting more recent low-valued data
from the courier companies.

3.27. Mexico example - administrative records as non@ustsourceslhere are

administrative records that provide data for vali@or replacing information from Customs
declarations, or can supplement to the informagti@vided by Customs. In the case of Mexico,
non-customs records are used for two specific cases supplement in the collection of data by
mode of transport, in which the Ministry of Commeattions and Transportation makes available
the volume of goods transported by air, sea, roadrail provided by national and international
airlines as well as public bodies such the maritposds. Likewise in the case of oil, the Mexican
Working Group on Foreign Trade Statistics agreethemeplacement of the customs records
and the use of internal records from Petroleos banas, the company responsible in Mexico
for producing and exporting oil.

3.28. Norway example - use of ships registéndNorway the external trade of ships, aircrafts
and movable drilling rigs is not properly covergddata from customs. Concerning ships,
estimates based on change of ownership are usedaternative. Statistics Norway regularly
receives information from the Norwegian shippingiseers (NIS and NOR) about new
registrations, cancelations and other changesimnethisters. Based on this information a letter
and a form are sent to whom the registered owskima@ for additional information. The full
detail of this example is provided in chapter 23.
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Annex 3.A. Country practices in the use of differet data sources

Table 3.A.1
Results of a survey on national practices conductad 2006

All 132 countries or Developed Developing and

areas economies* transitional
Question economies*

Yes No N/A | Yes No N/A| Yes No N/A

14

Are customs declarations the
main source of data?

Do you use the following as
additional sources of data:
Parcel and letter post
records

Administrative records
associated with taxation
Currency exchange
records or other records| 28.0| 65.2 6.8 226 74P 32 297 624 7.9
of monetary authorities

87.9 9.8 2.3 54.8| 41.9 3.2 98.0 0.0 2.0

311 62.1 6.8 9.1 87.1 32 376 545 r.9

30.3 | 60.6 9.1f 58.1| 38.7 3.2 21.8| 67.3| 10.9

Enterprise surveys 295 59{8 1qQ 58.9| 38.7 3.2 20.8| 66.3] 12.9

Aircraft and ship 250| 66.7| 83 419 548 32 198 703 9.9

registers
Foreign shipping 152| 788 61 65 935 o0p 1718 743 7.9
manifests
Reports of commodity | ool 740l 154 65 878 65 119 703 17.8
boards

Sourcelnternational Merchandise Trade Statistics: Supmatto the Compilers Manu@United Nations
Publications, 2008, Sales No. E.08.XVI1.9), Tablg.1

* There is no established convention for the designaif “developed” and “developing” countries oeas in the
United Nations system. In common practice, Japaksia, Canada and the United States in northernrisme
Australia and New Zealand in Oceania, and Europeansidered “developed” regions (see
http://mdgs.un.org/unsd/mdg/Host.aspx?Content=RaigibnalGroupings.htm).
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Chapter 4 Enterprise and other surveys

4.1. Introduction This chapter provides details on enterprise sigamd other surveys
identified in chapter 3 as one of the main non-@ust data sources for international merchandise
trade statistics. The chapter focuses in partiautgpurposes and good practices in the
organization of such surveys as well as on theraathges and disadvantages as trade data
source. The need to adopt an integrated approdaghbighted. The chapter provides also an
overview of several typical surveys intended tdemlmissing data and surveys conducted to
collect some additional relevant information. Tise wf enterprise surveys in the case of a
customs union is discussed in chapter 10.

A. General description of enterprise and other sureys

4.2. Use of surveysCustoms records are the main and usually prefefaéa source of trade
information. Therefore, in most countries entessrveys are not extensively applied for the
compilation of merchandise trade statistics. Mensgbaies of customs unions are an exception
(see Annex 3.A) in which customs records mightenast for trade among the members of the
union. Instead enterprise surveys can be a maicsad information for trade statistics such as
in the case of Member States of the European Udata compilation in the case of a customs
union is discussed separately in Chapter 10. Thapter focuses on surveys for the compilation
of trade transactions not covered by customs recar@dditional information. It should be
pointed out that IMTS 2010, para. 8.9, recommendage non-customs sources such as surveys
as substitutes for available customs records dnhely provide a cost-effective way to improve
the quality of trade statistics.

4.3. Surveys to collect missing datanterprise or other surveys, like border sunays
household surveys, can be useful to obtain infdonain transactions which are not processed
through customs. Specifically, the following iteresommended in IMTS 2010 to be included
as part of merchandise trade may require survettsegsrincipal data source: (a) “goods
acquired by all categories of travellers, includman-resident workers, to a significant degree as
defined by national law”, more generally referredas “shuttle trade”; (b) trade in electricity,
gas, oil and water; (c) goods dispatched or reckilieugh postal or courier services; (d) fish
catch, minerals from the seabed and salvage; armiféers, stores, ballast and dunnage,
acquired or landed by national aircraft and vesselside the economic territory of the

compiling economy.

4.4. Requirements and integrated approach in data caatipih. Carrying out enterprise
surveys entails the commitment of additional resesiion the part of the national statistical
authorities. Enterprise surveys require more timplanning, execution and follow-up than it
would take to obtain information from administratisources. Moreover, a business register (or
other sources of survey frame) should be in plackraw a representative sample of enterprises
for the purpose of the surveys. The samples sHmladequate for the concerned economic
sectors and be stratified by enterprise size andrgphical areas as necessary and feasible.
Considering the survey requirements and the higksaaf conducting surveys countries are
advised to follow an integrated approach to ecoonatatistics in order to make full use of
existing statistical information and infrastructdioe data compilation. Some information on the
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standardization of surveys is given in Section BWwe For further details on the integrated
approach to economic statistics see chapter 11.

4.5. Merging of data from enterprise and other surveith @wata from other source€ne
major issues for data compilers is how to incorfdata from enterprise surveys with data
obtained from other sources (predominantly frontaus records) as the level of detail, timing
etc. might differ significantly. Chapter 7 discusgkis issue in more detail and provides further
guidance.

B. Organization of the surveys

4.6. General guidelineAs a general guideline, it is a good practicerisure that the
enterprise and other surveys conducted for the IMUIPoses possess the following
characteristics: (a) survey design (survey framget variables etc.) is in compliance with the
IMTS 2010 recommendations, (b) surveys are orgdrarel conducted as an integral part of the
national survey programme to reduce the resougugraments by avoiding duplication of work
and by using applicable common concepts, classifics, questionnaire design and sampling
techniques, and to achieve maximum possible camggtwith other areas of economic statistics
(c) the reporting burden of the respondents ismmized in view of an increasing reluctance of
respondents to complete the many separate questiearsent to them. In this connection it
should be emphasized that the success and susligynaithe trade statistics surveys can be
ensured only on the basis of effective institutlareangements (see chapter 5).

4.7. Business registers and survey fram&dusiness register is generally the main soafce
the sampling frame for enterprise surveys. Thebéistanent of such a register is essential for
the full co-ordination of source data that relat¢hie same business units. Countries with a high
proportion of small and micro enterprises might ptement the business register with listings of
the enterprises from other sources and with aseads based on agricultural, economic and
population censuses. The central survey framejstong of a business register in combination
with other enterprise listings and area frames;gsgnts the backbone of the collection processes
of source data that interface with businesses tiralirect profiling, surveys, feedbacks and use
of administrative records. A good central framewti@contain data about the businesses
including their names, addresses, economic activégiables of size and potentially information
about the life cycle of the firm. For operation@asons, a unique identifier could be assigned to
each entity in the register and in the central syfvame. Ideally, the identifier could be selected
taking into consideration the business number byatie administrative authorities to ensure
that administrative data are correctly appliech®starious entities on the register.

4.8. Consultation with the respondents and selectiotiatd collection method€onsultation
with potential respondents is an essential requerdgrbefore the finalization of the questionnaire
design and before making decisions on the datact@h method. Frequently, the statistical
guestionnaires are filled by accountants and tlag require the participation of other person(s)
of the enterprise with a good knowledge of the symyuestions. The choice of the survey data
collection method (mail, telephone, electronicemtew, etc.) depends on the country’s
resources, preferences and characteristics oepndents and may vary for different sectors
of the economy. It is a good practice to givergspondents an opportunity to assess the
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guestionnaire as well as the selected data calleatiethod in order to facilitate the necessary
amendments to increase the survey efficiency amms$are better harmonization with other
economic surveys.

4.9. Standardisation of surveyStandardisation of surveys and questions achess t
guestionnaires of different industries contributesonsistency and facilitates the integrated
statistical production process. Integration shdadccomprehensive and encompass survey
design, sample frame, and questionnaire designe$ulesign may need to compensate for a
lack of willingness among data providers of bussn&sitistics programmes to complete the
many separate survey requests sent to them eacthyeagh traditional survey questionnaires.
A coordinated modular approach through annual nantis data collection instruments with
intra-annual collection rounds instead of sepaspexific purpose surveys provides the
possibility to reduce response burden and costewhibviding flexibility, i.e. in case of changing
information needs.

4.10. Survey formsSpecial data-collection forms or an electronitadaquest should be
designed and sent to the selected enterprisesegubkar basis at preannounced dates. Such
surveys could request similar information to thatrmally contained in customs declarations. For
simplification, enterprises may be requested tonregumulative trade from the beginning of the
year, with the last month's trade separately ifiedtiand to keep documents confirming their
export-import transactions for a certain periodiwie for verification purposes. Those
documents may include copies of contracts, inveicesificates of origin of goods etc.

4.11. Simplified formslt is advised that a simplified form be useddaterprises whose

foreign trade turnover does not exceed an estadlisiinimum. Such a form may require that
information be provided only on the statisticaluabf exports or imports for aggregated groups
of commodities by partner country.

4.12. Determining the adequate sample of enterpriseshii®isurveyThe strategy to determine
the adequate sample of enterprises for a survegndispon the specific population of enterprises
in the concerned economic sector. Some economiorseare dominated by only a few large
companies. In such case all those companies shewdrveyed. This is generally the case for
the trade in electricity, gas, and oil, as welf@ascourier services and in the case of national
aircraft operators acquiring and landing goods athr®ther economic sectors have many
enterprises participating in international tradeisTcould hold for the shipping sector, which
generally consists of a few large, but many medsimed and small companies in the population
of enterprises and adequate sampling should thepbeed. Ideally, the information on the
shipping companies is available from the businegsster and sampling could be done in a
stratified way based (for instance) on enterprnise and location. It is generally advised to
sample all large companies and an adequate propatithe medium- and small-size
companies.

4.13. In case of fishery, for example, exports and ingportmany countries are dominated by
big companies; however, this might not be the aas¢hers. If in a country there is a wide
spectrum of small- and medium-sized enterprisagadisas significant activity in the informal
sector (e.g., family owned) which together contibooticeably to such trade, surveying them
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might be necessary. Such surveys would requirarobtpa sample frame using the information
provided by economic and population censuses. mhaisimply also the need to supplement an
enterprise survey with an adequate household sbased on area frame sampling — since only
coastal areas are of importance).

C. Advantages and disadvantages of surveys

4.14. AdvantagesOnce in place, enterprise surveys will have aeddvantages. For
example, survey forms are designed to conform ¢e@able methodology, satisfy the needs of
various fields of statistics and can be revisefteguently as necessafy.Also, established
contacts at the enterprises may allow compilebtain prompt confirmations or corrections in
the case of doubts about the reliability of th@infation submitted.

4.15. Challenges in the use of survel&ajor problems encountered in running a survey
include: (a) frequent correction by enterprisedath previously submitted, leading to substantial
revision in the preliminary data; (b) the high cobtmplementation; (c) the additional reporting
burden caused by the survey for the enterprisg¢shéddifficulty in ensuring proper completion
and submission of survey questionnaires; (e) ointgia detail and reliable information (e.g., at
the level of 6-digit HS codes) on value and qugrtfttrade is a serious challenge due to the
limited sample sizes of such surveys; also nah&dkmation may be available to filers of
enterprise surveys. It may be helpful for coustaéthe initial stage of organizing such surveys
to take advantage of the experience of other cmsntinrough bilateral contacts.

D. Examples of enterprise surveys to collect misgjrrade data

4.16. Survey of airline operators and enterprises at aitp. Data on the acquisition or landing
of bunkers, stores, ballast and dunnage by natmnahkft outside the economic territory of the
compiling economy is generally not available fronstoms. Also, goods supplied to foreign
aircraft at national airports are frequently noteed by the regular customs recording.
Therefore, national airline operators and enteggractive at airports need to be requested to
provide the required information. Such operatois @merprise could either complete a monthly
guestionnaire of transactions involving bunkersrest, ballast and dunnage, or send a pre-
determined set of data records every month. Ireeithse submission could be done
electronically. The required elements of the tratiesa are preferably the same as for the data
collected through the Customs declarations. Necgsdaments are the date of the transaction,
the trade flow (imports, re-imports, exports oesgorts), the HS commaodity code, the trading
partner country and the value, net weight and fipphtary quantity of the transaction.

4.17. The border survey$nformation on shuttle trade, i.e., “goods acediby all categories

of travellers, including non-resident workers, tsignificant degree as defined by national law”,
could be obtained through border surveys. Two btedsw provide experience of Uganda and
Turkey in such surveys.

27 Compilers may find it practical to use the samevey form to collect data on a physical movenesis for
consistency with IMTS, Rev.2 recommendations and change of ownership basis to obtain informatieaded
for SNA/Balance of Payments statistics.
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Box 4.1
Informal Cross Border Surveys — Uganda’s experience

Background Uganda conducts monthly Informal Cross Bordedd&@CBT) Surveys to collect information on
unrecorded trade transactions in goods with heghteiurs. The baseline study carried out in 2008ated that
informal trade was significant and involved bothiagitural and industrial products. Therefore, éxelusion of
informal trade in the compilation of merchandisedtr statistics had understated the levels of DEMESA/EAC
trade and the overall international merchandisgetistatistics in the Balance of Payments goodsustco

Scope of surveyCurrently, twenty customs stations and four leuminals where informal trade flows were found
be significant are being monitored on regular baie selection of these stations was based ovolbene of
informal trade being transacted, availability opgarting government institutions (e.g. Customsoefs,
Immigration and Police), security and availabilifygood infrastructure among others. In conductirigrmal

Cross Border Trade Survey (ICBT), the General Tiggtem approach is used. During data collecttom, t
following transactions are recorded as informadéran merchandise: (a) Goods not declared to cistarthorities
whether in small or large quantities carried oniseh bicycle, head, and wheel chairs; (b) Goodsigly declared
to customs authorities and could be identified qnaintified by traders and data collectors. The gaodluded in
ICBT recording are those in transit and goods prigpkeclared to customs authorities.

Data compilation Direct Observation technique is used in collegtiata, where enumerators are positioned
strategically at border posts to record all merdimentering or leaving the country by observatidhtraded
goods that are not recorded by Customs Authortiexaptured at a point of crossing the custont®stain the
counter books. Prices of these commaodities arecell at the border on daily basis to provide egsmfor FOB
and CIF value for exports and imports respectivEhe data collection instruments used includeddhewing: the
Field Instruction Manual, Counter Books, Summarynr6A”, Calculators, List of Units of Measures, aad
Weighing Scale among others. The information cédiéés summarized in Summary Form A on the follayvin
variables; Customs Station, Commodity name, QuarRitice, Unit of Measure, Country of Origin/Destiion,
Mode of Transport, Date and Day of the week. Tha @aprocessed and transformed into internatiooadmodity
codes and nomenclature before merging with Cusidata. Since data collection activities covers agukeof two
weeks in a month, estimates for the entire monthslarived using an up-rating model.

Box 4.2
Example Turkey — survey for shuttle trade

Turkey's shuttle trade estimations are based @uavey for Shuttle Trade’ (see box below) conductedrterly by
the Turkish Statistics Institute at specific borderssings. To estimate the shuttle trade, themditures on the
goods are expanded by the number of foreign visitgro are involved in shuttle trade, which is eatied by using
the ratio of foreign visitors who in the ‘DepartiNgsitors Survey’ report having purchased productsulk to be
sold abroad, to the total number of foreign visitatho responded to this survey. ‘the Turkish Sufeeyshuttle
Trade’ has been conducted since 2003.
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Figure 4.1
Example Turkey — Survey form for shuttle trade

6. What was the value of packaging, loading, shipping, etc. you have done for the purchased goods?

LN
|/ TUIK ) Expenses Value (US § )
\\.,_ . S Packaging

1
F] Loading
- iR 3 Shipping
PRIME MINISTRY CENTRAL BANK 4 Other
TURKEY STATISTICS INSTITUTE
Total
SURVEY SHEET FOR SHUTTLE TRADE 7. To which country or countries you are carrying the goods that you have purchased to sell?
Transported Country Transported Country
e total value of the
with the 5428
will not be giver , 1 a3
¥ other means than statisical
al information obtained by these| 4
surveys will be punished as per the 53th and 547 Articles of the 5429 numbered law.
Thank you for your time.

8. What was the value of expenses you have done for private spending for the duration you stayed in

Turkey?
1. Country of Residencs? ...
2. The name of the Country in which the passport to be used during departure has been prepared? Type of Spending Value of Spending
(uss)
1 Eating and drinking
3. How many nights did you stay in Turkey? (if you cid ot Stay i Night DIEASE WILe ZEFD ) ........... Nights 5 Hotel
otel
4. What s the type value of the goods you have purchased from Turkey to sell in abroad? (Pleass writs the 3 Other
total you send by carge or you carry off with yoursel) Total
Type of the good Value {US §)
1| Mutriment
2| Apparel (outer, lingere, fricot, spor, cloth)
3| Leather wear
END OF SURVEY, THANK YOU
4| Shoes, bags etc.
5 | Fabrics (Curtain, bianket etc.)
S et
Total

5. What was the type of payment of the purchase?

1 [0 cash 2 [OBy bank remittance 3 [ By credit card

INGILIZCE

E. Examples of enterprise surveys to obtain additizal information

4.18. Survey on Insurance and Freight Costs for ImpoadEr The Census and Statistics
Department of China, Hong Kong SAR, has been congpd set of import statistics valued on
free on board (FOB) basis to facilitate analysisr@rchandise trade balance and comparison of
trade statistics with other economies. The impe@8 valuation was derived from the imports
CIF valuation based on data obtained from the Suovelnsurance and Freight Costs for Import
Trade (IMS), which is a sample survey conductedesitP96 on a monthly basis. The main
objective of IMS is to collect information on thesurance premium and freight cost incurred for
imports of goods. Under the current sample degrgde items in import declarations are
stratified by two variables, namely Harmonized 8gs(HS) Section and mode of transport.
Within each stratum, a proportionate random sangpiieawn from the monthly import
declarations, with the selection probability of le@ement proportional to its trade value. The
total sample size determined by desired precismhrasources availability is around 3000 trade
items per quarter. Data are collected by contgctie trader or company on the import
declaration using the Computer-Assisted Telephatexviewing (CATI) approach. Various
measures, such as implementation of validationkshigcthe CATI system, on-line monitoring
on the performance of individual field officers avetification of a sample of the enumerated
cases by field supervisors, are adopted to safdgbarquality of the collected data.
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4.19. Survey on Trade Involving Outward Processing oin@hHong Kong SAR, in the
Mainland of ChinaHong Kong'’s outward processing (OP) in the mainlah@hina (the
Mainland) involves the exportation of all or pafttiee raw materials or semi-manufactures from
or through Hong Kong to the Mainland for processiithp a contractual arrangement for
subsequent re-importation of the processed goadddang Kong. As trade of OP nature cannot
be delineated under the existing system of recgrdiarchandise trade statistics, the Census and
Statistics Department has been conducting the $umwdrade Involving Outward Processing in
the Mainland of China (OPS) to assess the econonpact of OP activities. OPS is a monthly
sample survey which has been conducted since itidecinarter of 1988. All import and export
declarations in respect of Hong Kong’s trade whih Mainland and re-exports of the Mainland
origin to other places are employed as the samaied for the survey. Under the current
sample design, the declarations are first categiy trade flow and commodity groups. For
re-exports of the Mainland origin, the declaratians furthercategorised by three markets,
namely the USA, the EU and other places. Stratd@mpling method is adopted for sample
selection. The total sample size is about 28 5@lad&ions per quarter. Data are collected from
the traders and enterprises on the declarationg tise Computer-Assisted Telephone
Interviewing (CATI) approach.
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Part II: Data compilation
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Chapter 5 Institutional arrangements

5.1. Introduction This chapter describes the purposes and chasicigof effective
institutional arrangements, the governance and aresim of cooperation, as well as the
activities required to ensure the improvement chsarrangements and their positive impact on
data quality. Challenges and good practices arerithes! taking into account countries
experiences in establishing a legal frameworkrfade statistics (see chapter 1) and
recommendations contained in IMTS 2010, chapten8jata compilation strategies. The
Annexes to the chapter provide examples of ingtital arrangements under various country
circumstance&®

A. Purposes of institutional arrangements

5.2. Institutional arrangementdJsually several governmental bodies participatactivities
resulting in official country trade statistics. Tim®dst important are national statistical offices,
customs administrations, central banks, tax auiberithe ministry of trade and other
specialized governmental bodies such as e.g., calityrtwoards, trade development boards, etc.
The institutional arrangements are understoodset af laws and regulations and agreements
between the involved agencies on the division efrésponsibilities in the collection,
processing, compilation and dissemination of exeinade statistics of a country. The mandate
and the main areas of activity of those agenciesiaually defined by national law which
provides the foundation on which detailed instdo#l arrangements are to be worked out.

5.3. Purpose of institutional arrangements and interoatil recommendatioThe purpose of
institutional arrangements is to ensure that natiand international users have at their disposal
high quality national trade statistics in a timahd convenient manner, and that the statistical
process is carried out with the maximum possilfieiehcy. In order to achieve this goal, details
of the responsibilities of the involved agenciesistl be elaborated, agreed upon and
documented. For this reason, IMTS 2010, para. 8e&cbmmends that countries consider the
establishment of the institutional arrangementegssary to ensure the compilation of high-
quality trade statistics as a matter of high ptyoaind periodically review their effectiveness.

5.4. In patrticular, the establishment and maintenancfettive institutional arrangement is
necessary to ensure that (a) the needs of alesteat governmental agencies and general public
are taken into account, (b) the applicable inteonal standards are followed by all involved
agencies, (c) all available resources are usdteimiost effective way, (d) proper quality

28 The scope of this chapter does not includetutgtnal arrangements between international orgdinias acive in
compilation, dissemination and analysis of tra@g¢istics. The information on this matter is avaiaat the UNSD
website [...] and the website of Inter-agency TaskcEmn International Merchandise Trade Statistic} [

29 When adopting the new recommendations for IMT Bsdorty-first session in 2010 the Statistical Comriuss
explicitly requested “that greater attention beegivo the strengthening of institutional arrangetsi@m countries to
ensure that proper national coordination mechanisxist for the compilation of high-quality interiaial
merchandise trade statistics; also requested thgteration with compilers of statistics on inteioaal trade in
services, the balance of payments and nationaluatede ensured”, see Official Records of the Endoaand
Social Council, 2010, Supplement No. 4 (E/2010/8hapter |, Section B, Decision 41/103.
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assurance procedures covering various aspects dfatla production and dissemination are
developed and executed in a transparent manne(gatite public confidence in the
disseminated data is assured, so that the statescused to the maximum extent possible.

B. Characteristics of effective institutional arrangements

5.5. Key characteristics of the effective institutioaalangementsDepending on the
country’s legal framework, the structure of its gownent, available resources and other
considerations various institutional arrangementhtrexist and result in acceptable trade
statistics. At the same time not all types of sachhngements can be equally effective. In this
connection, IMTS 2010, para. 8.16, identifies salvkey characteristics of the effective
institutional arrangements, namely:

(a) Designation of only one agency responsible fordissemination of official trade
statistics;

(b) Clear definition of the roles and responsibilitedsall agencies involved; and

(c) Establishment of formalized working arrangementsvben the involved agencies,
including agreements on holding inter-agency wagkimeetings, as needed, and on the access to
micro-data that those agencies collect.

5.6. The responsible agendy.is a good practice that the agency designatdxt tesponsible
for the compilation and dissemination of officiedde statistics is given the necessary authority
and responsibility to monitor and coordinate vasiagpects of the whole statistical process. The
existence of such an agency is also essential tihemiser perspective as it provides a clear
designation of a single source of official data andtact point for any inquires. This raises the
confidence of users in the quality of the statssaad promotes its wide and effective use. In
particular, it is a good practise that the agertmutd be responsible for:

(a) the specification and implementation of the appedprmethodology for the compilation
of the country’s trade statistics in accordancénhie internationally adopted standards and best
practices;

(b) the development and the implementation of the gppate inter-agency data compilation
arrangements;

(c) the dissemination of the official trade statisticsisers both domestically and
internationally, and

(d) being focal point for the consultation with tradipgrtners on the data reconciliation and
data exchange and the representation of the coanugrious regional/international forums
dealing with foreign trade statistics.

5.7. Rights and responsibilities of the involved agesdids a good practice to ensure that
the collective responsibilities of the agenciesimed in the compilation of trade statistics cover
all elements of the statistical process and ateiloiiged in a manner that leads to the most
effective use of the available resources. The defmof the rights and responsibilities of all
involved agencies should be unambiguous in orderitdmize misunderstandings which might
lead to a duplication of work or lack of attentitancertain tasks.
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5.8. Formalized arrangements between the agencies (Mamdam of Understandinglt is a
good practice that the establishment of formalaedngements between the agencies is
documented through appropriate means such as theoMadum of Understanding (MoU),
which would, inter alia, include provisions for Holg inter-agency working meetings and for
the access to micro data that those agencies tdhdtis connection it is recognized that any
MoU will have certain limitations as its contentinstrained by the applicable national
legislation (e.qg., the rules of interagency coopenashould be written in such a way as not to
risk the disclosure of the confidential informatioh is a good practice that the MoU worked out
(under appropriate delegated authority) and sidnyetthe appropriate units of the larger
governmental agencies to facilitate their effectiveperatior°. The formal arrangements
should be complemented by the informal working agrents between the relevant units of the
involved agencies to ensure the speedy implementafithe agreements.

5.9. Contents of a memorandum of understanding (MatJgeneral, a good MoU would
contain:

(a) Preamble describing reasons for its establishing
(b) Mission statement defining the MoU scope and ieralN purpose;

(c) An outline of a long-term work programme, a comnatrto develop and implement
mid-term (e.g., biannual or annual) action plansigleed to achieve the work programme
objectives (see section E for details) and a dostisg agreement;

(d) List of participating agencies together with a cléascription of their rights and
responsibilities in the context of the agreed wangramme and covering data collection, data
transmission, data compilation and treatment ofidentiality, data quality, metadata and
dissemination as well as methodological improveséaiy., development of national
commodity classification, elaboration of methodstattistical valuation etc.);

(e) Terms of reference and rules of procedure of ttexagency body responsible for
monitoring the MoU implementation (e.g., a permdre@mmittee);

(H Terms of MoU including its effective date.

C. Main types of institutional arrangements

5.10. Different institutional arrangement3he kinds of institutional arrangements in cowstr
their governance and mechanism of cooperation depemany factors. The designation of the
national statistical office as the agency respdedtr the dissemination of official statistics and
coordinates data collection and processing is thst rommon practice in countries. Responding
to the UNSD questionnaire 78 percent of countr@¥iomed that the compilation and
dissemination of IMTS are normally the responsipitif national statistical offices. However,

30 For example, national statistical office migignsMoU not with the national customs authorityaawhole, but
with its statistical unit; this can result in ediglbiment of a more effective working arrangemestsach a unit may
be dependent, to some degree, on the nationadtgtatioffice regarding statistical methodology avitl benefit
from the closer cooperation with the national statal office.

31International Merchandise Trade Statistics: Supmatito the Compilers Manu&008, Para 1.3
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in the remaining countries the official internatmerchandise trade statistics are compiled and
disseminated by other governmental agencies susta@stical departments of the customs
administrations, central banks or a dedicated umigsministry.

1. Statistical office as the responsible agency

5.11. Typical arrangementsThe statistical office holds overall responstiifior trade statistics
including issuance of methodological guidelinesy data editing and processing, database
maintenance and dissemination of official statsstiCustoms administration holds the
responsibility for collection of the basic recoatsd for supplying the statistical office with these
records on a regular basis; normally, customs woatdy out some editing of records before
passing them to the statistical office. Centraldsaand other governmental agencies provide
additional information on trade flows not covergddostoms records. The statistical office
further edits all input data and merges them intorsistent dataset.

5.12. Cooperation with other involved agencid$e reliance by the statistical office on data
from sources external to itself requires close eoative relationships with all governmental
departments and agencies that provide data. &kist&tal office and the statistical unit of
customs - the largest data supplier - along wikielosource agencies, should establish a
Memorandum of Understanding so that the roles asgansibilities of each party with regard to
all aspects of the production and distribution fbic@l statistics are clearly defined and
elaborated in sufficient detail. It is a good pi@eto periodically review the MoU and update it
as needed.

Box 5.1
Administrative agreement between the Federal Statial Office (FSO) (the responsible
agency) and the Federal Fiscal Authority (FFA) of @rmany

The agreement between the FSO and the FFA of Gerdestribes the cooperation between both parties
concerning the exchange of statistical data onreatdérade. It is not a legal act in a narrow sdmngenevertheless
binding for both parties. One important featurehaf agreement is that the main points and the leggb are
established in the main paper. Technical and atbtils which may change frequently are specifiethé annex.
With this, change of these details is facilitatethaut changing the main agreement. The main topiicke
administrative agreement include:

1. Transmission of the statistical data

a.ScopeThe legal basis for the transmission and scopeeistioned here. The FFA commits to transmit the
relevant statistical data to the FSO after techr@sind methodical examination. The data is checkedoirmal
validity (code checks) and if a mistake is detecthd responsible customs unit or the participaspectively, is
obliged to correct the data. Only correct (plawilolata is transmitted to the FSO. Further degadsspecified in the
annex.

b. Form of transmissionBasic details for the transmission of the datat{iutions involved in data transmission,
data format) are specified. Further details (elgstaf variables) are specified in the annex.

c. Time and deadline of data transmissidime FSO retrieves the relevant data electronicaila daily basis.

2. Corrections:

Corrections of already retrieved statistical dataraade through a specific revision procedure.

3. Transmission of master data

The legal basis for the transmission of master @lata ID-number, name, address of the companyacbpersons)
is mentioned here. Master data is updated on ahiyobésis. Details are specified in the annex.
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4. Statistical confidentiality and tax secrecy

The FSO commits to obey the legal obligations comog statistical confidentiality and tax secrecy.

5. Contact persons

Both FSO and FFA commit to name contact personsléoification of methodical and technical issuiElsey are
specified in the annex.

6. Application and amendment

The administrative agreement can be updated omelthlby mutual agreement.

Box 5.2
Statistics Canada/ Canada Border Services Agency BSA) MOU Table of Contents

The MoU contains seven sections as follows:

Section | — General Roles and Responsibilities

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respititisth
Section Il — Data Collection

1) CBSA'’s Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respitlitis#h
Section Il — Data Transmission

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respititisth
Section IV — Data Disclosure and Dissemination

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respitlitis#h
Section V — Data Quality

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respitlitis#h
Section VI — Harmonized System

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respititistb
Section VII — Costs

1) CBSA's Roles and Responsibilities

2) Statistics Canada’s Roles and Responsibilities

3) Joint CBSA/Statistics Canada Roles and Respitlitis#h
Lists:

List 1 — Import CBSA Transmission Data Variables

List 2 — Canadian Automated Export Declaration (©ARecord Layout
List 3 - Import HS Update Data Variables

2. Customs administration as the responsible agency

5.13. Typical arrangementdn this case customs is responsible for all & from the
collection of basic records to dissemination of dffecial trade statistics. The statistical office

and the central bank may provide supplementaryatadavould normally make the adjustments
necessary to publish aggregated trade data in@ecoe with the SNA/BOP requirements. It is a

good practice that customs uses additional datassas required and implements an
appropriate quality assurance programme in ordensure that the detailed trade statistics
disseminated by customs is of necessary quality.
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5.14. Cooperation with other involved agenci@svo conflicting requirements that customs
usually face are: (a) the need to diminish bartierthe flow of trade, which leads to the
simplification and reduction of reporting requiremeeon traders; and (b) increased user need
(both government agencies and the business comyhunévailability of trade data of increased
quality and detail within a shorter time frame. meet these requirements and to ensure that any
necessary additional sources of data are beingars#that compilation procedures comply with
the recommended methodology, customs should claselgerate with other agencies,

particularly with the statistical office.

3. Central bank as the responsible agency

5.15. In a small number of countries the central banmesponsible for compilation and
dissemination of trade statistics. Under this agesment the bank receives the customs records
on a regular basis, and compiles and disseminagetsade statistics in a manner similar to that

of the statistical office-led compilation descrikedabve. Central banks functioning as the
government agency responsible for trade statisticsild ensure that these statistics are compiled
and disseminated in accordance with the internatimcommendations for merchandise trade
statistics. It is a good practise that recompitadod dissemination of trade statistics on the BOP
basis is undertaken as separate activity to allmpgr focus on the respective purposes and
characteristics of IMTS and BOP statistics.

4. Other governmental bodies as the responsiblecgge

5.16. Other governmental bodies also can be designatdekagencies responsible for trade
statistics. Examples include ministries of econa@nyrade. Such arrangements may result in
high quality trade statistics if the designatedybfudlows the IMTS 2010 recommendations and
the good practices described in the present Corspilanual.

D. Towards improved institutional arrangements

5.17. Improvement of institutional arrangements is recommended that countries

periodically review the effectiveness of their ingional arrangements. Such review is in
particular valuable for countries that face chajlesin the provision of timely high quality trade
statistics as those difficulties can frequentlyttaeed to ineffective institutional arrangements.
The characteristics of effective institutional agaments have been described in section B and
to the extent that these institutional arrangemargsstablished in national legislation or
relevant administrative regulations can usuallyet@nged in the short term if at all. However,
at the same time there exist a number of stepshwhierested countries can undertake in a short
run and which can yield positive results in nedurfe. The following good practices should be
taken into consideration, as applicable.

46



1. Establishment of an inter-agency coordinatiomigittee and working groups

5.18. Tasks of the coordination committeBhe permanent coordination committee would
consist of the representatives of the top manageai¢he involved agencies (or units, as
applicable) and would act as an “upper-level” bodgicerned with the formulation and
monitoring of the implementation of a long termagtigy aiming to ensure high quality of
official trade statistics. Such committee will prote a systematic cooperation between the
involved agencies in the identification and enacthud the measures which are within their
prerogatives. To make sure that the work of suchnamittee is effective it is a good practice
that its members agree on and document the obgscéind the rules of procedure of the
committee.

5.19. Meeting proceduredt is a could practice that in order to facil@dahe functioning of
such a committee its work programme should be etéabd as soon as possible, further the
agendas of the forthcoming meetings should be leited well in advance and the meeting’s
minutes be kept, so that the process is transpanehthe implementation of the reached
decisions can be evaluated. The logistics of thieiaes should be distributed among the
representatives of each participating agency ierondt to overburden the responsible agency.

5.20. Establishment of technical working group(Ep. ensure that the strategic and managerial
decisions of the permanent committee are implendehte a good practice to establish a
technical working group (or groups) reporting te tommittee and dealing on the regular basis
with the detailed technical issues such as comgpdiari data collection procedures with the
adopted trade statistics methodology, organizaifaffective data processing and data
exchange, including the use of compatible IT platf®, coordination of outreach activities etc. It
is a good practice that the working group formudate work programme and periodically
reports on its implementation to the committee.

2. Activities the coordination committee and workigroups

5.21. Activities of the permanent Committee and techmaaking grouplt is advised that the
following activities are including in the work pn@amme of the Committee and working group,
as applicable, and taking into account their repemandates.

(a) Formulation of a long term strategy and activities improving trade statisticsSuch
long term strategy is based on the review of thstiexy institutional arrangements and
formulates actions for their improvement as requard appropriate. Further, it entails the
establishment and implementation of a MoU betwéerrésponsible agency and other
governmental bodies involved in the compilatiortrafie statistics (see paras. 5.8 and 5.9 for
details). The strategy should foresee such a@svis the identification of data gaps or of
existing inefficiencies (e.g., unused data sourdaplication of work, communication barriers
etc.) and include the formulation and timing ofi@ts$ to remove them;

(b) Discussion of changes in custom regulations andratflevant regulatory provisions

The revision of the regulatory provisions may affbe availability and quality of information
relevant to trade statistics. Therefore, the agenicivolved in the preparation of such regulations
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and in the compilation of trade statistics shougtuass these changes in a timely manner in order
to take into account the requirements for compitatf trade statistics. In particular, the
arrangements should allow for amending rules otoows recordings in order to maximize their
usefulness for trade statistics;

(c) Development of appropriate non-customs sourcesiaf. llon-customs data sources
need to be developed as required to achieve thedwuérage of trade statistics. The responsible
agency, together with the other members of thedination committee should develop an action
plan which would ensure that such data sourcesglantified and the necessary agreements are
reached with other governmental or non-governmdatdies to allow the use of their
administrative data or that additional data aréected via national survey programme;

(d) Adoption of an integrated approaciompilation and dissemination of merchandise
trade statistics should be seen as an integrabpagtional statistics programme (see chapter 11
for details) and trade statisticians should codeenath customs and other data providers as well
as compilers of business statistics and statistiasiternational trade in services to make best
use of the available information and to realizécefhcy gains in data compilation. Close
cooperation with compilers of other statistics bath improve merchandise trade statistics as
well as be beneficial to other statistical domakm. example, in view of the limited resources
and to ensure that work is not duplicated it iDadypractice not to initiate any additional
surveys of traders without proper consultationhie compilers of enterprise statistics as it
might be possible to amend existing surveys torppa@te trade statistics requirements. On the
other hand, compilers of merchandise trade stegistn assist colleagues who are responsible
for statistics on international trade in servicggphssing to them any available information on
cost of goods transportation and insurance. Thessacy working arrangements have to be
worked out and systematically implemented;

(e) Modernization of the IT infrastructure and intereagy data exchang&he
arrangements between the involved agencies mustestiee permanent access to the relevant
primary data and facilitate consultations and ienis made during the statistical production
process. It is a good practice that the responaidacy would, inter alia, (i) take into account
the technical systems available at the source aggnn particular work closely with the
customs administrations to incorporate validatiaes into the automated data collection
system(s); (ii) maximize the use of modern infotioratechnology for the exchange of data
(e.g., use of virtual private networks (VPN) arat ftp sites, as well as SDMX), and (iii) take
care of the data security through appropriate cbntechanisms (e.g., defined submitters,
reception, connectivity testing, setting dates tameés of delivery, verification of data transfer,
etc.);

() Establishment of informal arrangements. Regardiéise formal framework for
collaboration, it is a good practice that the imenl agencies establish regular communication
between their staff to address technical issudsnight emerge on a daily basis such as the
verification of the source information, clarificati of the metadata, and the possible impact on
data compilation of various regulatory changes, mgrathers. This communication does not
replace meetings involving all agencies for joiatidions on the work programme which is
defined in the context of institutional arrangensent
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(g) Organization of staff cross trainingror example, the interpretation of customs resord
by statisticians working for the national statiatioffice or central bank is facilitated when
statisticians have knowledge of the customs opmeraii situ. It is a good practice to arrange for
visits of the statisticians to the customs portsroher to better understand and investigate the
procedures for different types of customs declanstiand to understand the limitations of the
data. It is also important that customs adminisinst with the help of statistical offices and
central banks, organize training of their stafftbe@ applicable statistical requirements and the
importance of customs records for the compilatibhigh quality trade statistics;

(h) Conduct of outreach activitieth order to ensure that the compiled data mest us
demand and to get user support it is a good peaticonduct periodic meetings with various
user groups to make them aware of what data aiabhdaand how to use such data effectively,
as well as to collect information on their needsdianning further improvements in data
compilation and dissemination. It is a good pracatso to invite to the meetings of the
coordination committee, as necessary, other itigtitsl and agencies (public, private and / or
academics) with the aim to ensure their potentatrbution to the statistical process. For
example, there should be meetings with variousnagsi associations to explain to them the
importance of accurate completion of the relevaistams documents and survey forms. Regular
meetings with other government agencies, whichraprtant users of the trade statistics, as
well as with the compilers of national accounts bathnce of payments statistics are equally
important as this will help to achieve a betterrallequality of national statistics.

E. Institutional arrangements and data quality

5.22. The effectiveness of institutional arrangementdtisnately judged by the increased
quality of the disseminated trade statistics. Pigdanctioning institutional arrangements can
significantly contribute to the enhancement of daiality.

5.23. As described in IMTS 2010, chapter 9, the dimersimirdata quality include

prerequisites of quality, relevance, credibilitgcaracy, timeliness, methodological soundness,
coherence and accessibility. Achieving quality ioy@ments is a complex and time consuming
task. No single agency can develop and implemeseffantive data quality assurance

programme alone. Therefore, appropriate institai@nrangements are important for the success
of the quality assurance efforts and should clesphll out the roles of each agency in such a
programme.

Box 5.3
Brazil's experience in the division of work on trac data quality

In Brazil there is a clear division of labour omdign trade data quality assurance. The responag#acy for
export data quality is the Foreign Trade Secreté8BCEX) of the Ministry of Development, Industatgd Foreign
Trade (MDIC), while the responsible for import dgtaality is the Federal Revenue of Brazil (Custoafdhe
Ministry of Finance.

Export data quality is guaranteed by the depuratimtem of SECEX / MDIC described in Annex 9.1loét
manual, while the quality of import data is guaest by the application of the Customs Valuatione&gnent of
WTO and by application of the parameterized systastoms on the physical and documents supervision.
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Box 5.4
Responsibilities for quality assurance — example @eada

In the Canadian experience, there are a numbdaypérs involved in the quality assurance of merdisntrade
data:

(a) Canada Border Services Agency (CBSA), whidhéssupplier of the administrative data for impgrsforms
basic validity editing to ensure that valid codessdll data elements are transmitted to Stati€asada. In
addition, there is a CBSA amendment program wisalsied to correct errors detected by CBSA or timiter.

All amendments are also transmitted to CBSA. Haweliere are no CBSA validity checks or amendmengam
for exports, although corrections from exportees @ecasionally received;

(b) The International Trade Division of Statistitanada performs a series of checks and reasapaullis and
imputations on import and export data. As welfjhvalue transactions are routinely manually reeiéwnd
corrected where necessary;

(c) Merchandise trade data are cross-checked dgdires data series for selected commodities tarens
consistency. Examples of such commodities areggrgoducts, aircraft and agricultural products;

(d) Prior to dissemination, publically releasefbimation is presented to Statistics Canada Sén&ragement to
ensure reasonableness and further comparisondo ddlte series.

Box 5.5
Cooperation between lItalian National Statistical Irstitute (ISTAT) and the National
Customs Authority — in particular on data quality

Institutional arrangements — establishment of a coitee The Italian National Statistical Institute (ISTATRS
responsible agency, has set up and maintainedyddsting institutional cooperation with the Na@b€ustoms
Authority. From an operational point of view, a deded committee, composed by members from each
organization and chaired by ISTAT, oversees alltétodnical, IT and methodological issues relatetthéo
successful data transmission of customs datadditian, the Committee takes on board and exanmaiiéke
problems related to changes in the national reiguist EU level regulations and customs procedusdaraas they
may affect the quality and timeliness in the prdiaucand dissemination of external trade figurdse Tommittee
then informs the relevant superior bodies in caseesactions are required in terms of changes imatienal
legislation or application procedures. In particul8 TAT is constantly informed by the Customs Aarities about
any changes in customs data structure and procgedure

Cooperation on data qualityfhe provision of high quality customs data hagagk represented a key issue in the
institutional and technical cooperation betweenA$Band the National Customs Authority. Up to nolag t
National Customs Authority has supported the timesds in data transmission performing only formailligy
checks on customs and statistical variables. Owottiner hand, ISTAT has developed a sound methogdtirg
outliers detection and is constantly engaged ia datlity checks performed automatically or untierdirect
supervision of trade experts at the product IeVeé National Customs Authority has recently exprdsts strong
interest in cooperating with ISTAT in order to irope the quality of customs data for statisticalpmses and unde
the institutional umbrella of the National Statisli System. This initiative, which implies a strengooperation on
a technical and methodological ground under therésbect of national confidentiality rules, wasweelcome by
ISTAT from both a technical and cost-efficiency gggctives. Given the sharp decline in human ressufevoted
to the foreign trade statistics production proadksver the world, this cooperation can be congdes an
opportunity to devote the limited amount of avaldabuman resources to more value added qualitykshiey
moving downward (at the data collection and predamy validation process) more standardised inctersiy and
data quality checks.
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Annex 5.A. Institutional arrangements — experiencef the United States

5.A.1. The United States’ Automated Export SystEne Automated Export System (AES) of
the United States is the central point through Wwiegport shipment data required by multiple
government agencies is filed electronically, usimg efficiencies of Electronic Data Interchange.
Export information is collected electronically fraime export trade community and edited
immediately, with errors being detected and coeeeit the time of filing. The editing and
validation process of the AES is the result of injpom various partnering government
agencies’s requirements to ensure complete, tiamalyaccurate reporting of export information.
As the AES evolves additional edits and validatiaresadded to the system to continuously
improve the quality of export data submitted.

5.A.2. Entities that participate in the Automated Expoystém.The AES is a joint venture
between the U.S. Census Bureau’s Foreign Tradesibivjithe U.S. Customs and Border
Protection (CBP), the Department of Commerce (D@ Bureau of Industry and Security
(BIS), the Department of State, the Directorat®efense Trade Controls (DDTC), the
Department of the Treasury, the Office of Foreigiséts Control (OFAC), the Department of
Energy (DOE), the Office of Arms Control and Nongesation, the U.S. Nuclear Regulatory
Commission (NRC), and the export trade communitge AES mainframe resides with the
CBP.

5.A.3. In order to facilitate electronic filing of expariformation to the AES, the AESrect
system was developed by the U.S. Census Bureaugini@n outside contractor. ABBectis
an internet based system, and became operatiorgmiember 23, 1999 wivw.aesdirect.gov
It eliminates the need for export filers to estsibldirect telecommunications with CBP and
provides an interactive interface through whichr8lprovides the required export information
about their shipments. AE®ect also includes the edits and validations incorpatan the
AES, and evolves as new requirements are includ#oki AES. Partnering government
agencies wanting to add additional edits and vatida to the AES and AE3rect system
contact the Census Bureau and prepare the respeetjuirements. These requirements are then
forwarded by the Census Bureau to the CBP AES Deeet and the AH3irect contractor for
inclusion into the two systems.

5.A.4. The AES also serves as a conduit through whichiredjexport information reaches
appropriate government agencies. The U.S. CensteaB extracts AES data to compile and
publish export trade statistics while AES validalesl-use shipments against licenses approved
by the Bureau of Industry and Security and forwahds information to the agency. Similarly,
the Directorate of Defense Controls utilizes theSAtartnership agency interface to validate
outbound munitions shipments against previously@ped licenses and transmits the data to the
agency. Partnering agencies will continue to wor&ooperation as the AES goes through
future phases.

Annex 5.B. Institutional arrangements — experiencef Mexico

5.B.1. Importance of the legal framework for the instibui@l arrangementsrhe legal
framework has been central to strengthening thi@utisnal arrangements for the generation of
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statistical information in Mexico. In 2006, a prsxn in the Constitution established a National
System of Statistical and Geographic InformatioNIES5), whose data is to be considered
official. The SNIEG Law of 2008 designated the Naél Institute of Statistics and Geography
(INEGI) as the independent coordinating entityled SNIEG. All the government agencies
involved in the collection, treatment, generationd @issemination of national statistical and
geographic information take part in collegiate lesdof the SNIEG, called Specialized Technical
Committees. These committees are responsible éodélrelopment or revision of technical
standards, and for the establishment of guidelioe®fine the conceptual framework of the
processes involved in each subject area.

5.B.2. The Specialized Technical Committee on Foreign & @igtisticsFor more than 20

years the Mexican Working Group on Foreign Tradsi§ics, which is integrated by the
General Customs Administration, the Central Bah&,Nlinistry of Economy and INEGI, has
been responsible of defining criteria for the pretchn and release of International Merchandise
Trade Statistics of Mexico. Initially, these instions worked mainly on the basis of official
letters and meetings; however, changes in thesBtati Law now provide the legal framework
supporting the work of a “Specialized Technical Qaittee on Foreign Trade Statistics”, which
has assumed the activities of the initial Working@?3? The roles of the various institutions
that participate in the Committee are as follows:

(a) INEGI is responsible for the coordination of thewp’s activities and for the
dissemination of official data ensuring the implernag¢ion of international recommendations

(b) Mexico’s Central Bank (Banco de México) is respblesior the statistical processing of
custom records according to agreed criteria

(c) The General Customs Administration provides theiathtnative records and its
characteristics

(d) The Ministry of Economy provides information abdarteign trade rules and the
nomenclature of imports and exports.

5.B.3. Work Programme of the Committddne Committee establishes a three-year Work
Program and meets approximately once every quditer Committee agrees on, and follows up,
an agenda for the issues to be addressed by then@ee The Program is focused to the
improvement of the procedures for the productiotrade statistics and the analysis of users’
needs (including those of balance of payments atidmal accounts statisticians). In addition to
face-to-face meetings, the Committee members conuangvia teleconference to address
specific issues related to the daily process optioeuction of statistical results, such as the
analysis and clarification of source data.

5.B.4. Main issues addressed by the Commiffé® main issues covered in the Work Program
are the periodic revision of customs records toerakroper interpretation of the declarations
according to international recommendations, ancctimeent of metadata in order to explain
clearly the characteristics of the records and timy are processed to produce the statistics on

32 The agreement for the creation of the Specilizchnical Committee on Foreign Trade Statistfdgl@xico
and the rules for the operation of this kind of Quittees are available at www.inegi.org.mx
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international merchandise trade. On the other tla@@ommittee agrees on the calendar of
preliminary and revised figures according to theent release policies.

5.B.5. Technical nature of the Committéléhe success of the Committee is based on the
participation of knowledgeable representatives emaltf their institutions. In all cases the
participants are technical staff, as opposed tmsemanagement staff; however, each participant
receives the support of the respective institutayireaching agreements. The main task of the
Committee is to provide timely answers to technguadstions in the production of statistic
results, taking into account the simplificationcostoms procedures.

Annex 5.C. Institutional arrangements — experiencef Brazil

5.C.1. Brazil's Integrated Foreign Trade system (SISCOMHBXBrazil, the coordination of the
work between the various agencies involved in fprdérade is based on the assumption that each
agency maintains its independence and the owneo$ltip information. Within this framework,
Brazil has developed a fully computerized systentHe registration of exports and imports, the
Integrated Foreign Trade System (SISCOMEX), whextords all foreign trade transactions of
the country and involves all the entities that ipgrate in foreign trade, including governing and
consenting agencies.

5.C.2. Governing agenciessoverning agencies are those responsible foritiefis, and

include: the Brazilian Customs (Ministry of Finanéederal Revenue Secretary), responsible for
the tributary and tax police; the Central Bank od8I, responsible for contracting exchange;

and the Secretariat of Foreign Trade, responsdsléhk commercial operations of export and
import (standard rules, trade remedies, trade ptomand statistics).

5.C.3. Consenting agencie3he consenting agencies are entities involvedrieido trade (30

in total), which are responsible for inspectiond apecial permits, such as certification of origin,
phytosanitary issues, controlled products, miliganyducts, etc. The Ministry of Agriculture, the
Ministry of Health, the environmental control agesc(IBAMA), the quality control agency
(INMETRO), the Ministry of Defence and the Ministo§ Justice, are the main consenting
bodies.

5.C.4. Institutional arrangements in Brazil's foreign tradtatisticsIn 1991, an agreement by
the Presidency of the Federative Republic of Braatermined a technical and political
understanding among the agencies involved, apprbyédaw in Congress. From this
determination, a decision-making structure for iigmerade statistics was created, which
consisted of a Managers Committee (composed ahthisters of the three areas above), a
Technical Committee (conformed by technicians itkensive knowledge of foreign trade
activities), and a set of sub-committees (madefigxperts of each area and each body
responsible for standards rules), each one witlrigielefined functions. This decision-making
structure is also responsible for training useah(ltompanies and individuals) and for the
infrastructure.

5.C.5. Working arrangement®ecisions are taken from each subcommittee arahwiere is
not understanding, the matter goes to the Tech@ioaimittee or, if necessary, up to the
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Managers Committee (Ministers) for a final decisial three governing bodies have full access
to the system within their area of responsibil§thout need of approval by the others. All
access and permissions have been previously neggbtiathin the Technical Subcommittee and
the Technical Committee. Simple questions sucleggansibility for the administration of tables
of code/names and the implementation data chedkeidata entry system (e.g., parameters for
preventive validation), were also previously defirier each body. These arrangements have
allowed having a single data source and a single @f information, with prior validation of all
the variables and interconnection with other exgstiatabases (e.g., national register of
companies with foreign trade data), as well asrtiementation of the recommendations of
IMTS (framing operation in the export and import tagime).

Annex 5.D. Institutional arrangements — experiencef the Philippines

5.D.1. Philippines’ Inter-Agency Committee (IAC) on Tradé&soods The Philippines has an
Inter-Agency Committee (IAC) on Trade in Goods witembers from the following key
agencies of the government: the National StatisGcardination Board (Board NSCB), the
National Statistics Office (NSO), the National Eoanc and Development Authority (NEDA),
the Central Bank (Bangko Sentral ng Pilipinas, B8 Department of Trade and Industry
(DTI), and the Bureau of Customs (BOC) and PhilgpEconomic Zone Authority. There are
two technical working groups (TWG) under the IACTiade in Goods, namely, the TWG on
Trade in Goods and the TWG on Trade in Servicdse IRC on Trade in Goods is tasked:

(a) To serve as a forum for the discussion of the ssased by the stakeholders regarding
the official statistics on trade of goods and smsj

(b) To conduct an in-depth review of all issues refatm Philippine trade statistics,
including foreign and domestic trade on goods amdices;

(c) To conduct an in-depth assessment of availableata&xport of IT services and analyze
possible improvements in data reporting, collecaad consolidation;

(d) To review the concepts, techniques, and methodedagged in the collection, processing
and reporting of trade statistics to ensure conityrmith prescribed statistical standards;

(e) To recommend policies geared towards improved geioarof trade statistics on goods
and services;

() To conduct an in- depth review of export statiséing valuation practices of exporting
companies and identify issues resulting there from:

(g) To conduct an in-depth review of consigned impats]

(h) To present the results and recommendations to 8@B\Executive Board for
appropriate action.

Annex 5.E. Institutional arrangements — experiene of China

5.E.1. The General Administration of Customs of China (GA@s the responsible agency for
IMTS. In China, Customs is responsible for the coltettprocessing, compilation and
dissemination of China’s external merchandise tstd#stics according to Customs Law,
Statistics Law, and the Regulation on Customs $Siedi of the People’s Republic of China. The

54



Statistical Department in the General Administmatixd Customs of China (GACC) is
responsible for the formulation of the methodolagifoundation in accordance with the adopted
international standards, the organization of nawdte trade statistical operations, the
development and implementation of data compilatimangements, and the dissemination and
analysis of merchandise trade statistics. At edt¢heo41 customs districts throughout China, a
statistical office is being established which ispensible for the collection, verification,
processing and transmission of its regional traata tb the GACC.

5.E.2. Customs Automation Entry Systerhe customs declaration is the exclusive soufce o
merchandise trade statistics. The declarationshade through the Customs Automation Entry
System and are examined by customs officers. Tteerdaord for compiling trade statistics are
extracted and verified by the statistician in ralevcustoms districts, and then transmitted on
line from all Customs districts to the computerteerof GACC on a monthly basis. GACC
publishes data on a monthly basis, through mediéey or regular publication.

5.E.3. Cooperation between GACC and other agendsinstitutional cooperation mechanism
is set up between GACC and other agencies to ltstéme requirement of users to improve the
quality of statistics. Memoranda of Understandinggreements for statistical information
service are made between GACC and the NationalaBiuré Statistics (NBS), the Central
Banks, the Ministry of Commerce (MOFCOM) , the 8tAtdministration of Foreign Exchange
(SAFE), etc. for compilation of other economic stiats according to SNA/BOP requirements,
or for the purpose of trade administration and ysisl
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Chapter 6 Statistical territory and organization of data
collection

6.1. Introduction This chapter is based on IMTS 2010, chapter 2herrade system. It
provides additional information on the definitiohstatistical territory and its territorial element
and describes challenges and good practices ortfamization of data collection with respect to
those elements and in relationship to the genexhkpecial trade systems, taking into account
the data sources described in chapters 2 to 4iryopiractices in establishing the legal
framework (chapter 1) and institutional arrangeradahapter 5).

A. Statistical territory

6.2. Definition. IMTS 2010, para. 2.1, defines the statisticaitmy of a country as the
territory with respect to which trade data are gaompiled noting that the definition of the
statistical territory adopted by any given countrgty or may not coincide with its economic
territory, depending on the availability of dataiszes and other considerations. IMTS 2010
recommends that countries provide a detailed dagmmi of their statistical territory and make
that description publicly available as a part @itimetadata to ensure an unambiguous
identification of the flows of goods recorded irithtrade statistics.

6.3. Elements and parts of the statistical territolyis a good practice to define the statistical
territory by listing the various elements and terral parts of its economic territory which

belong to it. IMTS 2010, para. 2.3, recommends tth@tdescriptions of these territorial
elements, when applicable, be based on the defsitbf the customs terms as contained in the
annexes to the revised Kyoto Convention (RRO}.is also a good practice to use the
definitions provided in other relevant internatiboanventions, such as the 1982 United Nations
Convention on the Law of the Sea.

6.4. In countries where data collection is based onotastrecords, the main element of the
statistical territory is usually the free circutatiarea. IMTS 2010, para. 2.3, identifies additiona
territorial elements and recommends that counimake clear whether or not the following
territorial elements exist in the country, and wigetor not they are included in its statistical
territory: islands, territorial waters; continenstelf; offshore and outer space installations and
apparatus; commercial and industrial free zonestoous warehouses; premises for inward
processing; territorial enclaves and exclaves,amlseas territories. Some elements of the
statistical territory should not be viewed as dedirexclusively in terms of specific geographical
location, but can be defined on the enterprisel liemerms of specific operations which may be
carried out (e.g., inward processing, customs warging etc.).

33 See chapter 2 for an introduction to the RKC.
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B. Detailed description of the elements of the statical territory

6.5. Free circulation areaThe concept of free circulation area is usedigyRKC in the
context of the definition of “clearance for homeyswhich is defined as “the Customs
procedure which provides that imported goods anterfree circulation in the Customs territory
upon the payment of any import duties and taxesgeladle and the accomplishment of all the
necessary Customs formalities”. Goods in free tatean may be disposed of without Customs
restriction>*

6.6. Islands Islands are generally defined as any piece ofcsuinental land that is
surrounded by water. Very small islands such aggené land features on atolls can be called
islets, cays or keys. A grouping of geographicallgeologically related islands is called an
archipelago. Continental islands are bodies of thatllie on the continental shelf of a continent.
Oceanic islands are islands that do not sit onimental shelves. An island can be also a land
surrounded by water in a river or lake.

6.7. Territorial waters.In general the term “territorial waters” is undel to have the same
meaning as the term “territorial sea” which is usethe 1982 United Nations Convention on the
Law of the Sed’ This term refers to the water area over whichstheereignty of a coastal state
extends and is internationally recognized (see ®&@xor details). However, in statistical
practice of some countries the term territorialeveitmay be used in a different or broader sense
It is advised that countries use terminology anfthd®ns provided by the Convention as much
as possible when referring to different territoements of their country that are relevant for
their trade statistics and provide the detailedonat definition of those elements in the
country’s trade statistics metadata. Further, & good practice that countries make clear if a
zone contiguous to its territorial sea such asxafusive economic zone, the continental shelf or
any parts thereof are included in its statistiealitory (see Box 6.1 for the definition of these
terms). It is further advised that trade statistiompilers consult on this matter with appropriate
legal authorities of their countries as well agwiitie SNA and BOP compilers for necessary
details and clarifications.

Box 6.1
Excerpts from the United Nations Convention on thé.aw of the Se&®

Territorial sea

“The sovereignty of a coastal State extends, beytsridnd territory and internal waters and, in thase of an
archipelagic State, its archipelagic waters, tadjacent belt of sea, described as the territegal” (Article 2.1)
“Every State has the right to establish the breaflits territorial sea up to a limit not exceedit® nautical miles,
measured from baselines determined in accordartbethis Convention.” (Article 3)

Contiguous zone

“In a zone contiguous to its territorial sea, désmemt as the contiguous zone, the coastal Stateemergise the
control necessary to: (a) prevent infringement®tustoms, fiscal, immigration or sanitary laws aggulations
within its territory or territorial sea; (b) punighfringement of the above laws and regulations mitted within its

34 See chapter 2 for information on the customsquores defined in the RKC.

35 The convention is available at http://www.un/Brepts/los/convention_agreements/texts/unclos/garn
36 The full text of the Convention is available at
http://www.un.org/depts/los/convention_agreemests#funclos/unclos_e.pdf
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territory or territorial sea. 2. The contiguousmieanay not extend beyond 24 nautical miles fronbmelines from
which the breadth of the territorial sea is meagur@rticle 33.2)

Exclusive economic zone

The exclusive economic zone is an area beyond djadent to the territorial sea. “In the exclusie®®omic zone,
the coastal State has: (a) sovereign rights fopthlpose of exploring and exploiting, conservingd amnaging the
natural resources, whether living or non-livingtloé waters superjacent to the seabed and of #iedeand its
subsoil, and with regard to other activities fag #tonomic exploitation and exploration of the zaueh as the
production of energy from the water, currents atb®; (b) jurisdiction as provided for in the redew provisions
of this Convention with regard to: (i) the estahiieent and use of artificial islands, installatiamsl structures; (ii)
marine scientific research; (iii) the protectiordareservation of the marine environment; (c) otigits and duties
provided for in this Convention. (Article 56.1) F&adth of the exclusive economic zone The exclusamomic
zone shall not extend beyond 200 nautical milesiftioe baselines from which the breadth of thettaial sea is
measured.” (Article 57)

Continental shelf

“The continental shelf of a coastal State comprieesseabed and subsoil of the submarine areasxteatd beyond
its territorial sea throughout the natural prolamgaof its land territory to the outer edge of ttentinental margin,
or to a distance of 200 nautical miles from theetines from which the breadth of the territoriah $& measured
where the outer edge of the continental margin doégxtend up to that distance.” (Article 76.1h€lcoastal State
exercises over the continental shelf sovereigrisifdr the purpose of exploring it and exploititg matural
resources.” (Article 77.1) “The rights referrednigparagraph 1 are exclusive in the sense thaeitbastal State
does not explore the continental shelf or exptsinatural resources, no one may undertake théiséias without
the express consent of the coastal State.” (Arigle)

Box 6.2
Eurostat practises concerning specific territorialelements

According to EU legislatioexclusive economic zoneare not part of statistical territory because tasynot part
of the customs territory of a Member State (MS)stGms provisions set that "the customs territorthef
Community shall comprise the listed MSs territoriaesluding their territorial waters, internal wegeand airspace".

However the exclusive economic zones are treatethéopurpose of specific movements, nanaffghore
installation, as they were part of statistical territory, sitiee MS has "sovereign rights for the purpose plaring
and exploiting, conserving and managing the natesdurces, whether living or non-living, of thetera
superjacent to the seabed and of the seabed asubgsil, and with regard to other activities foe Economic
exploitation and exploration of the zone, suchhasgroduction of energy from the water, current @wimds."

The EU legislation does not cover the cases whesffahore installation is installed out of exclusigconomic
zone, as stationary on the continental shelf onetgside the shelf.

Thecontinental shelfcan spread out beyond the exclusive economic @abaeountry depending on the seabed
topography.

Since "the coastal State shall have the exclugiye to authorize and regulate drilling on the dcoattal shelf for
all purposes" (according to the Convention on ther lof the Sea), it could be recommended to useahe
approach for the continental shelf as for the estckieconomic zone.

If the installation is stationed beyond the contitag shelf, there is no country which has the esigkiright, neither
to exploit nor to authorize the drilling in thisear IMTS recommendations contained in IMTS 201¥okthe
residency of the (economic) owner and countryisgliction to define statistical territory. (IMTSpd..7: "any
installation or apparatus, mobile or not, locatatsinle of the geographical territory of a countryined by the
country resident(s) and remaining under the cotsjuyisdiction, is treated as if it were a partitsfeconomic
territory."

6.8. Offshore and outer space installations and appaadifshore installations in the IMTS
2010 context refer to any installation or apparatwusbile or not, located outside the

geographical territory of a country, under econoavimership of the country’s resident(s) and
remaining under the country’s jurisdiction. Exangpdee drilling rigs in international waters for
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the purposes of oil and gas production. Howevedhgfoffshore installation operates in the
economic territory of another country for more tloane year and is treated as the resident unit of
that country in accordance with the 2008 SNA, tthext installation belongs to the economic and
statistical (if that country applies general tragistem) territory of that other country. However,

if an installation periodically moves in and outtbat economic territory it can be treated in the
same way as ships (seen as a part of statistrcabig of the country where the economic owner
resides. In all such cases it is advised that cmstoncerned agree on a common treatment of
such installations which is both operational aratfical®’

6.9. Outer space installations and apparati$iese are objects launched into outer space by
countries and are subject to international law. dier space is conventionally defined as space
located at an altitude of 100 kilometers aboveleseal. The framework for international space
law was established by the Outer Space Treaty,hwhas passed by the United Nations and
entered in force in 196°%. However, “outer space, including the Moon anceottelestial

bodies, is not subject to national appropriatiorclaym of sovereignty, by means of use or
occupation, or by any other means”. For the purpo$érade statistics, the launched space
object is treated as belonging to the statistaltory of the country of residency of the
economic owner, irrespective which country carpetithe launch.

6.10. Commercial free zone$he term “free zone” (or “customs free zone”) meamrt of

the territory of a state where any goods introduaredgenerally regarded, insofar as import
duties and taxes are concerned, as being outsidaigioms territory’ Referring to two kinds

of authorized operations specified in the RKC aimlision may be made between commercial
and industrial free zoné8 For the IMTS purposes a commercial free zonezisree where

goods, if admitted, “shall be allowed to undergempions necessary for their preservation and
usual forms of handling to improve their packagimgnarketable quality or to prepare them for
shipment, such as breaking bulk, grouping of paekasgorting and grading, and repackifiy.”

6.11. Industrial free zonedf the competent authorities allow processing onuofacturing
operations in a free zone and specify the procgssimanufacturing operations to which goods
may be subjected in general terms and/or in dietailregulation applicable throughout the free
zone, or in the authority granted to the enterpreseying out these operations, such zone is
referred to as industrial free zofie.

37 Offshoring understood as the movement of a legsiprocess to another country has per se noorehtp with
Offshore and outer space installations and appsratu

38 The Outer Space Treaty, formally the Treaty ondiples Governing the Activities of States in theploration
and Use of Outer Space, including the Moon and I(QEedestial Bodies, is a treaty that forms the $asi
international space law. The treaty entered intod@n October 10, 1967.

39 See the RKC, Annex D, Chapter 2, E1.

40 IMTS 2010 retains the terms “commercial freee?aand “industrial free zone” which were part oé thriginal
Kyoto convention and which (as well as similar teyroontinue to be applied in commercial and legatfice of
many countries. The RKC retains only the descniptibthe allowed operations without refereeingh® zones
where they might be used.

41 RKC, Annex D, Chapter 2, para. 11.

42 1bid, para. 12.
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6.12. Various forms of free zone$ should be noted that customs free zones erist; alia, in
such forms as investment promotion zones, expodgssing zones, foreign trade zones,
commercial free zones or industrial free zonessolme cases, these zones are not delineated
geographically but may involve only different taxbsidy or customs treatment. A large and
growing number of customs free zones are onshoreifaeturing enclaves which have been
created to attract foreign direct investment, stataulocal industry and provide employment to
the local labor force. The legal status of thes®es ranges from extra-territorial, whereby they
are exempt from all customs laws, to varying degdecustoms control.

Box 6.3
Export processing zone — example Brazil

Brazil adopts the concept of export processing zmndefined by the World Bank. It states that

“The concept of Export Processing Zones (EPZs) ovarious types of zones e.g. free trade zoneg frthe
zones, free-investment zones, offshore zones reptiag various types of activities being perfornoedr there.
The activities include bonded warehousing, exportessing, assembling, trade through borders sehyand
financial services. The EPZs are defined as “ferinaddustrial estates specializing in manufactgrior export and
offering their resident firms free-trade conditiaared a liberal regulatory environment. That isratterial or
economic enclave in which goods may be importedraadufactured and reshipped with a reduction iredwtnd
minimal intervention by customs officials.

In Brazil, the Executive Branch is authorized teate, in according to the Law 11.508/2007, arti€|an less
developed regions, EPZs aimed at reducing regiomahlances, as well as strengthening the balangayofients,
fostering technological transfer and the improvenaéithe nation’s economic and social developmétiRZs are
characterized as free trade areas for the estai#ishof companies focused on production of goodxetexported,
being considered primarily zones for purposes sfams control.

6.13. Customs warehouse&.customs warehouse is a designated place whegsgam be
stored under “customs warehousing procedfit&Jsually these are the imported goods which
are brought into the country under that procedackae stored under customs control without
payment of import duties and taxes. However, mesgases domestic goods intended for
exports can be stored in such warehouses astWtarehoused goods can undergo usual forms
of handling to improve their packaging or markegadplality or to prepare them for shipment,
such as breaking bulk, grouping of packages, speind grading and repacking. They can
provide specialized storage services such as deepef or bulk liquid storage. However,
operations that may change the essential charaictiee goods are not normally allowed. After
allowed operations have been performed, and witrerwarehousing period, the goods may be
exported without the payment of duty, or they mayithdrawn for consumption upon payment
of duty at the rate applicable to the goods inrth®nipulated condition at the time of
withdrawal.

6.14. Premises for inward processinimward processing defined by RKC as “the Customs
procedure under which certain goods can be branghtn Customs territory conditionally
relieved from payment of import duties and taxesth® basis that such goods are intended for

43 RKC, Annex D/ Chapter 2/ E1.

44 For example, according to China customs regulatcustoms warehouse for export goods” is a jpemistoms
warehouse for storage of domestic goods intendeefoortation when the customs procedure for egpiort is
completed.
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manufacturing, processing or repair and subsecggtrtation.*” It should be noted that

inward processing shall not be limited to goodsantgd directly from abroad, but shall also be
granted for goods already placed under anothero@wssprocedure. The convention does not
require that inward processing is carried out enises or areas especially approved by
customs. Such processing can be carried out irsaitgble premises provided that other
conditions for inward processing are complied witherefore, this element of the statistical
territory should be defined not only in terms obgeaphical location, but also functionally at the
enterprise level, as applicable. However, countist@ms practices may differ and certain
inward processing might be limited to specific limas*°

6.15. Territorial enclaves and exclavdsor IMTS 2010 purposes enclaves are defined as
clearly demarcated land areas (such as embassiesjlates, military bases, scientific stations,
information or immigration offices, aid agenciesntral bank representative offices with
diplomatic immunity, etc.) physically located irhet territories and used by governments that
own or rent them for diplomatic, military, sciemtifor other purposes with the formal agreement
of governments of the territories where the lareharare physically located. An enclave of a
given country is an exclave from the perspectivthefcountry where that enclave is located. In
certain cases the goods movements between thedwsry and enclaves of other countries
located on its territory might be significant. Alich movements are out of scope of IMTS (see
IMTS 2010, para. 1.49(c)).

6.16. Overseas territoriesSome countries exercise political and administeationtrol over
certain territories outside of their own nationalihdary. Such territories might be considered as
separate statistical territories or as part ofstigistical territory of the mainland countty.

6.17. Special case: duty free shofis many countries travelers are allowed to buyate

goods such a cigarettes, alcohol, jewelry etcedtit locations at airports, on ships and aircraft
or at borders etc. without payment of duties anditin refund of all applicable taxes. Duty free
shops at airports and borders are part of the esmnierritory of a country. The same applies to
aircrafts and ships if the economic owner is adesi of the country. Following the applicable
recommendations of IMTS 2010 on scope of tradéssitzt goods acquired from abroad for sale
at duty free shops should be included in importatiSical treatment of goods sold at such shops
is more complicated as they may be sold to botldeess and not residents and for use in the
compiling country as well as in other countriesade compilers are advised to cooperate with
the BOP and SNA compilers in order to adopt a &test statistical treatment.

45 RKC, Annex D, Chapter 2, E2.

46 In China such processing can be either carmgdhahe specific customs control areas, suclhkperé processing
zone, or outside of the areas, in processing f@star other customs premises approved by customs.

47 For example, French Overseas Departments amidofies (Guadeloupe, Martinique, French Guianajrien)
are treated as part of the French statisticaltéeyrivhile most British overseas territories aesated as separate
statistical territories (e.g., Anguilla, Bermudaytnhan Islands, Montserrat etc.). For details sedJi publication
Statistical Territories of the World for use in énbational Merchandise Trade Statistics (200Bj)ailable at
http://unstats.un.org/unsd/trade/stat_terr_e.pdf
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C. Organization of the data collection in respectd different territorial elements

6.18. Data sourcesThe organization of data collection in respediféerent territorial

elements requires a careful selection of the mustagriate data sources and depends on the
national circumstances and priorities. Table 6elsents an overview of the main data sources
and approaches to the organization of data callectnder the general and special trade systems.
It should be reiterated that IMTS 2010 recommehds ¢ountries apply general trade system as
general imports provide the most comprehensiverdeabthe goods entering the economic
territory of a compiling country and increasing tock of its material resources while general
exports provide the most comprehensive recordefjiods leaving its territory and thus
decreasing that stoéR However, many countries continue to apply the paystem for both
imports and exports (or even may apply one systenmfports and the other for exports).
Details on the specific data sources and on thanizgtion of data collection are provided in the
respective chapters of the Manual.

6.19. Moving to the general trade systeDue to the lack of territorial coverage and theklof
uniformity in the application of the special tragiestem, countries using this system are
encouraged to develop plans to introduce the getrade system under which the statistical
territory coincides with the economic territory (T8 2010, para. 2.28). When the regular
customs records are not available for certainttetal elements of the economic territory,
additional data sources can be required (see @abJeSuch sources could be surveys of free
zone operators or enterprise surveys (see chajgiied 8hapter 4 for details on non-customs
sources). However, such surveys are in generdlycrstl put a significant burden on
respondents. Therefore, preference should be govdre use of administrative records of
customs or other entities that monitor the tradited to these specific zones for security and
other reasons. However, this information mightlm®bf sufficient quality or it might be difficult
to merge or reconcile with the trade data whioblitained from customs declarations (see
chapter 7 for further information on the compilatiof IMTS from different sources). However,
it is a good practice that countries that follow #pecial trade system explore the possibility to
include in the statistical territory territorialehents that are currently not included, if theerad
related to these territorial elements is signiftcan

Table 6.1
An overview of data sources and the organization afata collection
Elements of Data sources and the organization of data Trade system
statistical territory collection
Free circulation area Customs records and non-customs data sources, |e@eneral and special

enterprise surveys, in cases when customs records
are not sufficient or absent

Islands When islands are part of free circulation area - General and special
customs records and non-customs data source, elg.,

enterprise surveys in cases when customs recogds ar

not sufficient or absent; see also an entry for
overseas territories

48 See IMTS 2010, para. 2.20.
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Territorial waters

Customs records and enterprise surveys in cases

enterprise surveys might be especially relevant fo
the collection of data on trade in fish catch and
products extracted from the sea bead (e.g., dl, g8
and minerals)

when customs records are not sufficient or absent;

General and special

Exclusive economic zone

and continental shelf

sNon-customs sources such as records of the
appropriate regulatory bodies and enterprise sstv:
enterprise surveys might be especially relevant fo
the collection of data on trade in fish catch and
products extracted from the sea bead (e.g., al, g3
and minerals); customs records whenever availab

General (and special
pylepending on national
I definition)

le.

Offshore and outer space

installations and
apparatus

Non-customs sources such as records of the
appropriate regulatory bodies and enterprise sstv
enterprise surveys might be especially relevant fo
the collection of data on products extracted from t
sea bead (e.g., oil, gas and minerals); customs
records whenever available.

General (and special
pylepending on national
r definition)

Commercial free zones

Mainly non-customs data source, e.g., records of
governmental bodies overseeing operations in su
zones and enterprise surveys; customs records
whenever available.

General
ch

Industrial free zones

Customs records whenever available and non-

bodies overseeing operations in such zones and
enterprise surveys.

customs data source, e.g., records of governmental

General and special

Customs warehouses

Customs records

General

Premises for inward
processing

Customs records supplemented by enterprise sur
if customs records do not provide all statistically
important information

vé&ysneral and special

Territorial enclaves and
exclaves

Trade involving enclaves and exclaves and the hg
country are not in scope of IMTS,* but IMTS
compilers should assist compilers of trade in sewi
and BOP whenever possible.

st

Overseas territories

Records of local customs authorities and non-
customs data sources available to the bodies
responsible for the administration of such terigsr

General and special

Duty free shops

Customs records and non-customs data sources,
records of the tax administration, survey of dugef

e@eneral and special

shop operators

* See IMTS 2010, para. 1.49(c). However, trade ketwa country’s enclaves and countries differeart the host

country are to be included under the general tsgdeem and the special trade systems (assuminthtrest

enclaves are considered part of the elements iadludder the special system) if such trade isgofificant scale as

determined by the compiling country statisticalhauity.
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Chapter 7 Integration of data from different sources

7.1.  Introduction.This chapter builds on the discussion of differdsita sources contained in
IMTS 2010, chapter 8, on data compilation straeg@d in chapters 2 to 4 of this Manual. It
describes challenges and good practices in meggisigms and non-customs data (e.g. in
adding non-customs to the customs data and subggitbon-customs for customs data),
including merging of different information from tlsame source. It hereby links the discussion
contained in parts | and Il of this Manual on dedarces (and the legal framework) and data
compilation. The scope of this chapter is limitedite compilation of IMTS based on multiple
sources. It is, therefore, related to but cleaifigtent from the scope of chapter 11 dealing with
integration of trade and business statistics whiafs at generating additional and better
information as well as efficiency gains in the calempon of economic statistics.

7.2. IMTS 2010 Recommendatiom8ITS 2010 recommends the use of customs recortiseas
main and normally preferred data source, but reizegralso that full coverage cannot be
achieved by the use of custom records only, eltbeause the relevant transactions are not or no
longer subject to customs controls or surveillamcdyecause record-keeping may not be
adequate from a statistical point of view. It isaemmended that in such cases, customs-based
data be supplemented with information obtained fother sources, as necessary, to ensure full
coverage of international merchandise trade siaigturther it is recommended to use non-
customs sources as substitutes for available cissteaords only if they provide a cost-effective
way to improve the quality of trade statistics (IBI'2010, paras. 8.2 and 8.9).

A. Advantages and limitations of customs and non-aioms data sources

7.3. Reconciliation and integration of customs and nastoms dataThe reconciliation and
integration of customs and non-customs data is/gtex and time-consuming activity and
includes merging and cross-checking large amountsltected data. Compilers need to be
aware of the conceptual and practical difficulireseconciling and integrating data from
different sources and users should be informedrdougly (IMTS 2010, para. 8.13).

7.4. Advantages and limitations of customs recoBisth customs and non-customs sources
have their specific merits and shortcomings. Coemnpishould be aware of them when deciding
what data sources are the most appropriate taQustoms records reflect the physical
movement of goods across borders that internatimeathandise trade statistics aims to record
and are, in general, reliable, detailed and reaibilable in most countries. However they may
not provide full coverage of all transactions, nmay be subject to adequate statistical quality
control at customs, or may not be made availabsatistics compilers in a comprehensive and
unrestricted manner (IMTS 2010, paras. 8.2 and)8F&ticular concerns regarding the use of
customs data are related the possible under-vatuatid misclassification of commodities for
the purposes of tax evasion, which however mighapply to all countries or apply to a
different degree. Also, customs records are net fioem the reporting burden. In fact, the
reporting burden is high only that it is imposedtfoe customs rather than for statistical
purposes.
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7.5. Advantages and limitations of non-customs datacEsIAs described in chapter 3, a
variety of non-customs data sources can be usedrpilers to obtain information that

otherwise would not be available. Some of thesdtiaddl data sources, such as surveys, can be
used in a very flexible way, while others, suclparscel and letter post records, only provide a
pre-defined set of information. The use of non-cos data sources may increase the burden on
data providers and compilers. Also, these sour@ssuffer from a lack of a consistent
classification (e.g., of goods, countries), undeverage (e.g., due to the absence of the adequate
survey frame and non-response) and may not foltandards recommended for valuation, time
of recording and partner country attribution. Trategistics compilers should pay special
attention to these issues in order to obtain inédrom from customs and non-customs sources
that fulfils the requirements of trade statistidd TS 2010, paras. 8.12).

7.6. Country practices in the use of additional datarses.Results of a survey in 2006
show that besides customs declarations countsesusle, to a varying degree, postal records,
tax records, currency exchange records, enterpuiseys, aircraft and ship registers, foreign
shipping manifests and reports of commodity boasdadditional data sources. All those
additional data sources can be necessary or usefolmplete or verify the trade statistics.

7.7. Data sources for special categories of gaotisnsactions of the categories of goods
indicated below may not appear in customs recaes para. 3.2). For these categories of goods
the compiling agency will have to use additionabdsources to achieve full coverage of the
country’s merchandise trade statistics. Relevanteustoms data sources for the compilation of
those categories of goods are described in Ch3ed 4.

» Goods delivered through postal or courier services;

» Electricity transmitted via fixed power lines;

* Petroleum, gas and water through pipelines;

» Petroleum and gas produced outside the custoni®tgr@nd shipped directly by vessel,

» Border trade (i.e. informal trade between residehtsordering countries);

» Sales and purchases made by aircraft and shijpsaigh ports;

» Sales and purchases of aircraft, ships and othbiienequipment;

* Transactions on high sea;

* Military goods.

7.8. Data sources for trade information regarding spiediérritorial elementsIMTS 2010
recommends the implementation of the general tsgdeems under which the statistical territory
covers all applicable territorial elements (see BM010, para. 2.13 and chapter VI). For certain
territorial elements such as free zones, no or Weryed information from customs declarations

is available, and compilers need to use either@tministrative information collected by
customs (i.e., information required for securitygmses) or non-customs data sources in order to
obtain information on the trade transactions iniragjihese areas. Also, the compilation of trade
data for other territorial elements such as islatetsitorial waters etc. that are included in the
statistical territory, require the use of non-cas$adata sources if customs records are
insufficient or absent (see Chapter 6, table 6:Hé&ails).
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B. Issues encountered when merging data from diffent sources

7.9. Integration of different data sourceBo complete the coverage of IMTS, data compilers
often have to merge and cross-check data collértedcustoms and non-customs sources,
which is quite a complex and time-consuming agtiiilerging customs and non-customs data
includes adding non-customs to the customs dataastituting non-customs for the customs
data. For the purpose of quality control and/ ernriédormation of the users, compilers can
consider it useful to differentiate data based ust@ms- and non-customs data soufces.

7.10. Issues encountered when merging data from diffeyemtces Compilers need to be
aware of the following issues that need to be e

(a) Different sources may provide different data eletsen levels of detail, e.g., parcel and
letter post records might not contain any commodétail, or cross border surveys might only
provide data on the higher HS levels (e.g., on R&pters);

(b) Some transactions might be subject to simplifigubreéng requirements at customs;

(c) There may be conceptual differences between sawrapsenterprise records might
contain the country of purchase and sale but reotthuntry of origin or last known destination;

(d) There can be delays in data forwarding by somecsoagencies or these agencies can
use different release calendars, which may leashsynchronized provision of data;

(e) There may be a risk of double counting due to eypexlin the information provided by
different sources: e.g., data on goods on consighswplied by customs, and data on sales of
the same goods reported by the controlling goventah@agency;

(H 1t may be difficultly to organize data processingan efficient manner, since source
agencies may use different data submission media ¢opies, portable storage, electronic
transmission, e-mail etc.) or incompatible compdtga files (the integration of different
hardware and software systems is a problem in nousezases);

(g) Data entry from certain sources (e.g., postal fopassenger manifests) may involve the
use of a disproportionate amount of time and resssjr

(h) There is a need to cross-check data from compleanesburces (e.g., customs and
commodity boards) and to assess which sets aneatay reliability.

7.11. Examples of specific issues encountered by cogniriee examples from countries show
specific problems encountered in the merging o& diam different sources, namely:

(a) Reference period - survey results which apply pe@od longer than the reference period
used for the compilation of trade statistics carbeeasily added to the customs gata

(b) Commaodity classification - as shown in the exangflelganda’s informal cross border
survey (ICBS) below, commodities which are diffictd classify are often allocated to a few
broad categories which are difficult to merge witbre detailed customs data;

49 For example, in extra-EU trade statistics Men®tates are obliged to use statistical proceduré tBe customs
declaration was not the source of information opants/exports.
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(c) Partner country for goods on consignment — it isahways possible to identify partner
countries in detail and some rest categories wi#lchto be used at times;

(d) Mode of Transport — for the Intrastat estimatiowiit not be possible to determine the
mode of transport, since the estimates necessaeige the modes of transport at the level of
HS chapter by partner. An overall estimate couldnlagle, if such information was requested;

(e) Valuation — the statistical value is made up ofesalvcomponents, which may not be
available in some cases

() Quantity measurement — in enterprise surveys dyantormation is frequently not
collected, or cannot be provided at sufficient deta

C. Possible approaches and solution when merging @afrom different sources

7.12. General considerations for the use of additionaadsourcesCompilers need to be

aware of the different sources that might be alel#o provide required information about
certain trade transactions that otherwise wouldoecdvailable. Further, compilers need to gain a
thorough understanding of contents and limitatiguality of the additional data sources and
obtain the adequate access to these data soumanphkiate institutional arrangements between
the compiling agency and agency responsible foatititional data source need to be in place
(see chapter 5 for details).

7.13. Merging micro-level data from different sourc&be following steps might be applicable
when merging micro-level data from different sowstce

(a) Conversion and transformation of information froomfcustoms sources into the
standard trade data format to the best possib&next

(b) Assessment of the data from non-customs souraeshg.comparison with data from
other sources and application of data editing dpsra such as scaling or estimation of
particular data items.

(c) Addition of the new records to the existing datasetombination of records from
different sources, including the elimination orreation of existing records as needed to avoid
any double counting;

(d) Validation of the combined data set, including, @mputation/estimation of missing
guantities.

7.14. Merging and reconciling data from different sourcesthe aggregate levelhe

additional data sources might not provide suffitidgetail to generate data records on the micro-
level or might provide only macro-level informatitimat can be used to establish certain totals
(i.e., for commodities or partners). In this casealled dummy records which would only
represent a certain value without full commoditypartner detail can be generated. However,
countries might encounter many different situatiand might adopt different practices.
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7.15. Supportive measuresCountry experience indicates that certain messcan be taken to
facilitate the merging of data from different saescCompilers may consider

(a) Establishing effective controls in the compilingeacy to ensure timely replacement of
preliminary data from one source by final data oisd from another source (e.g., partner data
on a country of consignment basis received frontorns may be replaced by data on a country
of last known destination basis (for the same gposteived from other governmental agencies,
if the latter are judged to be of better quality);

(b) Developing estimation and imputation proceduoeddal with the issue of missing data
fields (e.g., estimates of quantity units for timerent month can be based on current values and
on the unit value of the previous month).

(c) Conducting an ongoing campaign to sensitize custoificers and employees of other
source agencies to the importance of trade staifir government and economic policy to
improve the data quality;

(d) Establishing a terminology-management strategysuee the use of a consistent
terminology in questionnaires in the different areathe organization. As much as possible the
same classifications for commodities, partner coesit quantity units and modes of transport
should be used as well.

(e) Running training programs for staff involved in @abmpilation (both those of the
compiling agency and those of the source agengatcularly on statistical standards and
requirements, conceptual standards and the uggpab@ariate software) in order to improve the
staff skills to merge data from different sources;

() Conducting regular meetings between staff of coimgpidnd source agencies (including
staff of large importing and exporting enterprisesgstablish more stable and efficient working
arrangements; complementing such meetings by peaidllow-ups by phone and visits;

(g) To the extent possible, establishing a direct casrdink with data suppliers to eliminate
data-transmission problems and to allow for bettet faster verification of incoming data; using
standard classifications and appropriate corralatbles to identify and linking the various sets
of data;

(h) Coordinating the installation of computer hardwane software in the compiling and
source agencies to ensure their compatibility;

D. Examples of merging data from other administratve sources with customs data

7.16. Uganda — use of data of the Commodity AuthohityJganda, the commodity authorities
submit monthly reports to the Uganda Bureau ofiStes (UBOS), these include; coffee, tea,
tobacco, and cotton to complement customs datadateeprovided contains variables like
commodity name, quantity, value, month, countrgestination and sometimes the name of the
company. The customs data is then compared witbdhmemodity authority’s data to check on
the accuracy and reliability of the data for easmmodity. Normally, UBOS adopts the
commodity authority’s data which appears to beal#é and is based on actual flows realized in
a month. The data structure of the commodity autlyisrdata is then aligned to the customs
structure, by coding the above variables and aergatiore relevant variables before data
merging. Once the structures of the two datasetslagned, merging is then done.
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7.17. Norway — use of ship registeis Norway the external trade of ships, aircraftsl

movable drilling rigs is not properly covered bytal&om the Customs. Statistics Norway
regularly receives information from the Norwegiduipping registers (NIS and NOR) about new
registrations, cancelations and other changesimnethisters. Based on this information a letter
and a form are sent to whom the registered ows&ma@ for additional information (see chapter
3 and Annex 23.B for details).

E. Examples of merging data from enterprise surveywith customs data

7.18. Informal Cross Border Survey (ICBShe Uganda Bureau of Statistics conducts an
informal cross border survey on a monthly basie (Skapter 4, Box 4.1 for details). The data is
collected by trained enumerators under the supervi€BT technical team at various border
crossings around the country. The following dagrents are captured: Customs Station,
ltem/Commodity name, Quantity, Price, Unit of Me&sCountry of Origin/Destination, Mode
of Transport, Date and Day of the week. After pssaeg the data, the information is coded into
international and national codes for commodity,rdoy mode of transport and border post
among others. The ICBT data structure is alignetieécCustoms structure before merging is
done.

7.19. Challenges in commodity classificatidn Uganda, a number of challenges are
encountered when transforming the cross borderidttatandard harmonized commodity
coding and description system (HS) for comparigdms is because most of the commodity
names can'’t be traced in the HS system thus makinglassification of commodities difficult.
Moreover, various units of measure are assignélgetgame commodity which requires
harmonization before integration with data fromestlources.

7.20. Survey for shuttle traddhe Turkish Statistics Institute conducts quartert$urvey for
Shuttle Trade’ at specific border crossings. Assgh Figure 1, the following data elements
are captured: Country of residency, Country okettiship, Nights of stay in Turkey, Type of
goods and Value of those goods, Type of Paymerdt Gfgackaging, loading and shipping,
Countries of exports, and Cost of private spendinfurkey. These data items are combined
with the customs records (see Chapter 4, Box 4.8dtails)

7.21. Further examplesChapters 3 and 4 contain additional examples emusie of non-
customs data sources.

F. Integrated approach to economic statistics

7.22. Integrated approach to economic statistiés integrated approach to economic statistics
calls for theuse of common concepts, definitions, data collectind estimation methods, and data
sources to produce consistent data across vatiatistisal domains. The issues relevant to the
implementation of integrated approachriade statistics are discussed in chapter 11 dffdveual.

In the context of this chapter it should be strdgbat in designing data collections (in particular
surveys), it is an important objective to achiegagistency with statistics of the different
industries and sectors in order to allow and fiat@ the merging and sharing of information. For
example, consistency between different surveyshgeaed by the use of a common business
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register, statistical units and variables. ForHertinformation on the organization and
standardization of surveys see chapter 4.
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Chapter 8 Data processing and database management

8.1. Introduction.This chapter describes data processing and daganb@sagement at
customs and at the statistical agency responsibliaé overall compilation of IMTS (the
responsible agency). It describes the charactesjdtinctions and differences of these systems,
giving ASYCUDA and Eurotrace and national systemgxamples. Further, it describes the
data fields necessary for statistical purposeshawdto obtain these data from the customs
records. This chapter follows logically chapter [ietr discusses the integration of data from
different sources and precedes chapter 9 whicluskss quality assurance, measurement and
reporting.

A. Basic concepts

8.2. Statistical data processing and statistical infotioa systemsAs in other domains of
official statistics, the compilation of internat@imrmerchandise trade statistics involves
collecting, processing, storing, retrieving, analgzand disseminating statistical data. In
practice these processes are structured accoaipa@rticular institutional arrangements and are
mostly carried out with the help of information syms infrastructure (including database
management systems). The resulting organizatemmdinformation systems architecture
provides the framework within which different stital compilation and dissemination
processes and subsystems play their respective anbkinteract with one another. While the
architecture of a statistical data processing systél respond to the specific needs and
constraints faced by each country, there are vawgameral frameworks available which provide
guidance and best practices, including the Gergtdtistical Business Process Model (GSBPM)
proposecg 0by the joint UNECE / Eurostat / OECD W8dssions on Statistical Metadata
(METIS).

8.3. Database management systeifitse basic functions of a statistical database gemant
system are to create, retrieve, update, and depetafied data (often referred to by the CRUD
acronym) during the various stages of the stasistiata processing cycle. These operations are
performed by the database management system ostdegd in a database according to a
particular data model, such as the relational daddel, which is the de facto standard for a wide
variety of database management systems and databatel applications. The Structured
Query Language (SQL) is a widely accepted interfseteveen relational database management
systems and database-related applications.

50 The Generic Statistical Business Process Mda8BP M) provides standard terminology to descrilat define
the set of business processes needed to prodiucialcftatistics. The model can also be used imoaizing
statistical computing infrastructures, facilitatitige sharing of software components, providingaanfework for
process quality assessment and improvement, atihdfuletails are available from
http://www1.unece.org/stat/platform/display/meti&MS-wiki. See also United Nations Statistical Coigsion
and Economic commission for Europe (1999), “Infotiora Systems Architecture for national and Inteioval
Statistical Offices: Guidelines and Recommendaticagailable from
http://www.unece.org/fileadmin/DAM/stats/documeimtdrmation_systems_architecture/1.e.pdf.

51 Other models are the hierarchical model anchéterork model
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B. Data processing and database management at Custs

1. Requirements for automation at customs

8.4. Need for automation at Custon@ustoms administrations around the world arenfaci

the challenging tasks of simultaneously providingt@ction of society and fighting trans-
national organized crime (enforcement), the faatilin of trade, the collection of revenue as well
as providing trade statistié8To support national customs administrations imease their
efficiency and effectiveness the World Customs @izrtion (WCO) develops and provides
standards and guidelines (instruments) for theooustoperations, many of which call for and
deal with the automation of procedures and prose€3astoms administrations that are
contracting parties to such instruments enteramtobligation to comply with those standards.

8.5. Revised Kyoto Conventiofihe WCO Council adopted the revised Kyoto Coneent
(RKC) in June 1999 as the blueprint for modern effidient Customs procedures in the'21
century. The General Annex to the RKC recommeneg$dhowing principles that a modern
Customs Administration should implement: Standanmplified procedures, Continuous
development and improvement of Customs controlrtiegles, Maximum use of information
technology and Partnership approach between Cusiath$rade. Among the key elements
within the RKC to be applied by modern Customs amstriations is the maximum use of
automated systems. The revised Kyoto Conventiceredtinto force on February 3, 2006-or
further information on the RKC please see chaptse2tion B.

8.6. Single window environmenthe establishment of the Single Window Environtien
border control procedures as recommended by Uhiggtbns Centre for Trade Facilitation and
Electronic Business (UN/CEFACT) is considered bgtGms Administrations as the solution
for the complex problems of border automation aridrmation management involving multiple
Cross Border Regulatory Agencies. Single Windovamnsethat trade related information and/or
documents need only be submitted once at a simglg point and that this information is shared
across governmental systems. An important elennethiel establishment of a single window is
the harmonization of data requirements and forrfdtp://www.wcoomd.org/sw.htm).

8.7. 'WCO Data ModelThere is a realization from Governments and Gustadministrations
that the increasing demand for free and secure iragarticular in an e-commerce environment

52 The WCOQ'’s main instrument to facilitate the eotlon, comparison and analysis of statisticsesltibernational
Convention on the Harmonized Commaodity Descriptiod Coding System, popularly known as the Harmahize
System or the “HS”, which provides for the systamand uniform classification of goods. With 141n@racting
Parties (as of 1 December 2011), the HS Conveigione of the most successful instruments develbpete
WCO with its international goods nomenclature naing used by more than 200 countries, territoaes,
Customs or Economic Unions as a basis for the atidie of trade statistics. Under the HS Conventi@antracting
Parties are obliged to make their import and expade statistics publicly available in conformitjth the six-digit
HS codes or beyond that level if they wish, therptnymoting a predictable global trading system. WHeO also
recommends that its Member Customs administratsnsell as Contracting Parties to the HS Converrgpiort
their import and export trade statistics to the NS the world’s premier depositary for globalistats (see WCO
Recommendation concerning the reporting of trade ttathe UNSD (available at:
www.wcoomd.org/home_hsoverviewboxes_tools_and ungnts_hsrecommendation.htm).

53 See KYOTO 2000, The International Conventiont@nSimplification and Harmonization of Customs
procedures (Revised) - Pathway to Efficiency arfédfiveness in the Customs Environment.
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require data standardization in order for goverrnisiemaccomplish their missions. The WCO
Customs Data Model provides a maximum frameworktandard and harmonized sets of data
and standard electronic messages to be submitteddyy for Customs and other regulatory
purposes to accomplish formalities for the arridaparture, transit and clearance of goods in
international cross-border trade. Standardized sittaand electronic messages using
international code standards are key for effecive efficient exchange and sharing of
information between businesses and governmentCTliséoms Data Model has aligned export
and import data requirements and created a sihgd&r@nic structure. This enables a more
effective exchange of information between expod @nport and allows export information to
being reused at import. The WCO Customs Data Malsel includes data requirements of other
governmental regulatory authorities enabling alsimgndow environment allowing the traders
to submit information only once to a single offidiedy, preferably Customs, to fulfil all
regulatory requirements related to an import or @xbrt. 54

8.8. Seamless integrated data pipelifidie above initiatives for the automation at costo

are addressed to countries. However, the informati@ring and the information requirements
need to viewed and analyzed not only from natitmilalso from international perspective as,
by definition, trade transactions extend over rpldticountries. The agent or trader completing
the customs declaration might have only partiadnmfation about the underlying transaction, the
logistics and earlier or subsequent transactiohis Jituation has a negative impact on the
guality of information provided by trade statistas, for example, users would prefer to obtain
partner information for exports in terms of finaldanot only in terms of the last known
destination that is frequently provided. Expertk foe the construction and establishment of a
web-based, seamless, electronic data pipelineniinttie seller/ consignor and the
buyer/consignee and the interested economic opsriatdetween which is the goal of the
European Community funded Cassandra pilot prépeBesides the technical solution also an
adequate international legal framework has to bebéshed to ensure the accuracy of the data. It
is expected that statistics would gain in termguality, timeliness and availability of data.
However, it is pointed out that, it would requirade statisticians to identify the real data
requirements, get involved in customs developmantspursue a combined data legislative
framework for customs and statists.

2. Characteristics of data processing at customs

8.9. Technical characteristics of data processing atteoss.The characteristics of data
processing at customs are electronic submissiensibms declarations (and/ or provision of
paper declarations) plus the provision of additi@meumentation at geographically disperse
locations, the application of uniform but complawgessing procedures leading to the clearance
of the goods and the sharing of information with pfarties involved. These tasks are greatly
facilitated by the establishment of a single windenwironment which provides the benchmark

54 See http://www.wcoomd.org/files/1.%20Public%RBfienglish/procedures_facilitation/data_model/
DM_technicalBrochure_EN.pdf

55 David Hesketh and Sandra Tudor, Trade StatiBiita Gathering — A Concept for the Future, papevided to

the Global Forum on Trade Statistics, 2-4 Febr@&d/l, Geneva, Switzerland.

56 Ibid., pp. 9-10.
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for modern data management at customs. The impletiem of a Single Window generally
entails the harmonization and alignment of thevaahé trade documents and data sets.

8.10. Models of Single WindaW There are three basic models for the Single Window

(a) A Single Authority that receives information, eitlon paper or electronically,
disseminates this information to all relevant goweental authorities, and co-ordinates controls
to prevent undue hindrance in the logistical chBor.example, in the Swedish Single Window,
Customs performs selected tasks on behalf of soteiaties (primarily for the National Tax
Administration (import VAT), Statistics Sweden @eastatistics), the Swedish Board of
Agriculture and the national Board of Trade (imda&nsing)).

(b) A Single Automated System for the collection argsdmination of information (either
public or private) that integrates the electrorotiection, use, and dissemination (and storage) of
data related to trade that crosses the borderXample, the United States has established a
program that allows traders to submit standard dalaonce and the system processes and
distributes the data to the agencies that havatarest in the transaction. There are various
possibilities:

I. Integrated System: Data is processed through stersy
ii. Interfaced System (decentralized): Data is setlid@agency for processing;
iii. A combination of i and ii.

(c) An automated Information Transaction System thronglth a trader can submit
electronic trade declarations to the various aitieerfor processing and approval in a single
application. In this approach, approvals are tratisthelectronically from governmental
authorities to the trader’'s computer. Such a syssemuse in Singapore and Mauritius.
Moreover, in the Singaporean system, fees, taxeéslaties are computed automatically and
deducted from the traders' bank accounts. Wheblestang such a system, consideration could
be given to the use of a master dataset, whichstsra specific identities, which are pre-
identified and pre-validated in advance for alexgint transactions.

8.11. Technical infrastructureThe electronic submission of customs declaratéorsthe
automation at customs requires the establishmesm eflequate technical infrastructure for data
transmission, data storage, data processing ests @ hardware and software have declined
significantly and also telecommunication technolbg@g advanced in recent years. Nevertheless,
the investment and human resources required tblesstan adequate technical infrastructure for
customs automation and the implementation of deswgqdow environment are high and likely
an obstacle for further automation in many coustrie

3. Examples of automated systems at customs aindatéace with statistical data

8.12. Existing single widow in Swedehhe present Swedish Single Window system, knosvn a
“The Virtual Customs Office” (VCO), allows the sulssion, by electronic means, of customs

57 Economic Commission for Europe, United Natioese for Trade Facilitation and Electronic Busies
(UN/CEFACT), Recommendation and Guidelines on disfaing a Single Window to enhance the efficient
exchange of information between trade and goverthnRetommendation No. 33, pp. 6-8.
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declarations and of applications for import anda@kpcenses, for licenses for strategic products
and for both the import and export licences. It ftather be integrated into the business system
of traders and can then automatically update cleamgexchange rates, tariff codes and duty
rates. Import and export declarations can be pseckboth via Internet and EDIFACT. The
system currently involves the Swedish Customs (sgehcy), the Swedish Board of
Agriculture, the National Board of Trade, the NatibInspectorate of Strategic Products, the
Police, the National Tax Administration and StatsSweden®

8.13. Customs modernization in the USKue International Trade Data System (ITDS) is a
project to build an electronic “single-window” fogporting imports and exports to the
government. Currently, traders must make redunegodrts to multiple agencies (often on
paper). ITDS will allow traders to make a singleattonic report and the relevant data will be
distributed to the appropriate agencies. Costsheilteduced for business and government.
Agencies will obtain data more quickly, be ablgtocess cargo more expeditiously, and be
better able to identify unsafe, dangerous, or fitdul shipments. ITDS is not a separate
computer system. ITDS functions are being buil itte trade processing systems of U.S.
Customs and Border Protection (CBP), as part oABE (Automated Commercial
Environment) project’

8.14. Philippines - electronic-to-mobile (e2m) CustomsjBct The e2m Customs Project is
one of the mission-critical and high impact ICT jeats of the national government. It seeks to
streamline the Bureau of Customs (BOC)’s core meee (imports and exports) and improve
trade facilitation between BOC and its stakeholdeduding other government agencies
through the development and integration of vareystems allowing internet-enabled and later
SMS-enabled, thus less face-to-face transactiom&rtls the realization of the National and
ASEAN Single Window. Launched in January 2005, grgect was financed through a multi-
million grant from President Gloria Macapagal Arots/e — government fund, which was
specifically created to finance strategic ICT potgeof government agencies. This e-customs
system allows Customs officers and traders to leamdist of their transactions from Customs
declarations to cargo manifest and transit docusn@atthe internet. It makes use of advanced
technology including electronic signatures to pdevgovernment officials, specifically Customs
administrators with new tools that will enable thesznimake dramatic improvements in security,
trade efficiency and fight against corruptidime e2m system for the imports formal entry was
fully implemented in the major ports of the Philipgs in August 2010. E2m - Customs offers
the following enhancements to the current system:

* Online submission of declarations;

* Automatic advice on declaration status;

* Engagement of Value Added Service Providers (VASPS)

» Online submission of manifests by airlines and gimg lines, including de/consolidators;

58 Economic Commission for Europe, United Natioese for Trade Facilitation and Electronic Busies
(UN/CEFACT), Recommendation and Guidelines on disfaibg a Single Window to enhance the efficient
exchange of information between trade and goverhnRatommendation No. 33, p. 19. Additional exammalee
provided on Mauritius, Netherlands and the USA.

59 Report to Congress on the International Trada Bgstem (ITDS), December 2010 (available at
http://www.itds.gov).
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» Automated process for other types of import tratisas such as informal (including
passenger baggage system), warehousing and tram&sttientries;

* Automated process of liquidation of raw materials;

» Centralized management of bonds transactions;

» Links with relevant government agencies;

* Online resource access through BOC website onnsssaprocesses, policies, guidelines
and other related information.

8.15. Experience of Brazi SISCOMEX. Brazil process its foreign trade dat@ugh a
computerized system (SISCOMEX) that collects amdnds in a single flow, information and
procedures concerning foreign trade operationg@ziB The collected data is reported by
various governmental and private agents and steizdal, creating a single document at the end
of the process. All recorded information is stoirethe system for retrieval by users at any time.

(a) The philosophy of SISCOMEX is based on:

Harmonization of concepts, standardization of ca@bnomenclatures;

* Elimination of controls and parallel systems ofadesllection;

» Simplification (and avoiding bureaucracy) of foreilgade operations;

» Generation of a single document at the end of thegss;

* Preservation of the basic functions of managerscandenting;

* Reduced administrative costs for all involved ia fystem;

» Critical parameter data;

* Preparation of timely trade statistics.

(b) The advantages of SISCOMEX are:

* On-line system;

» Simplification and acceleration of the process;

* Information provided only once;

* Automatic granting of permits;

» Ease of access / free from use of intermediaries;

» Cost reduction with dispatch and storage of docusyen

* Available 24 hours a day, 7 days a week;

* Transparency of administrative controls;

* News SISCOMEX - timely information about changeshi@ administrative processing of

Brazilian foreign trade;
* Enabling legal representatives made by the comysel, directly into the system;
» Security and integrity in processing operations.

8.16. Automated System for Customs Data (ASYCUBRBYCUDA is a computerized

customs management system that covers most famaige procedures. The system handles
manifests and customs declarations, accountingedroes, and transit and suspense procedures.
It generates trade data that can be used fortgtatisconomic analysis. The ASYCUDA

software is developed by UNCTAD in Geneva and dpsran microcomputers in a client server
environment. ASYCUDA is fully compliant with intestional codes and standards developed by
ISO (International Organization for Standardizatja/CO and the United Nations. ASYCUDA
can be configured to suit the national characiesisif individual Customs regimes, national
tariffs and legislation. The system also providasdiectronic data interchange (EDI) between
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traders and Customs using EDIFACT (Electronic Daterchange for Administration,
Commerce and Transport) rules. The most recent béskd version of ASYCUDA will allow
Customs administrators and traders to handle nidkei transactions via the Interrfét.

8.17. Interface to statistical data — example ASYCUBAyroup of predefined statistical
reports which are produced on the server can leradat as either a server printout or electronic
files. However, most statistics from ASYCUDA++ argtained through SQL, which is used to
create reports or database extractions not cowsréice standard reporting formats. Writing
SQL queries requires specialist technical skiltlg] access to the database to run them is
normally restricted, for both security and perfonoareasons. ASYCUDA++ has an interface
which allows for the extraction of declaration aeterence data from the ASYCUDA database
in a format compatible with Eurotraf&®*Work is currently (as of July 2011) underway tal ad
in ASYCUDA a statistics data extraction module tbatplies, to the extent possible, with the
requirements of IMTS 2010 (see table 8.1), spadifidor international reporting in detailed
trade statistics. A pre-defined data extraction nh@avill facilitate the trade data flow from
Customs to compilers.

C. Data processing and database management at thesponsible agency

1. Characteristics of data processing, data flosvdata transformations

8.18. Characteristics of data processing at the respdesiigency The statistical processing of
merchandise trade data involves, compared withr atfad¢istical areas, dealing with large
amounts of datasets with relatively simple struetdihese datasets are in general obtained from
customs declarations and received from customshé&ucharacteristics are the use of extensive
and usually automated validation and quality cheglirocedures, the storing of processed data
and metadata in well maintained databases capablerform customised data queries and
timely provision to users of large datasets inaasiformats. All these activities imply the
intensive use of information technology which freqtly requires significant IT resources to be
specifically dedicated to trade statistics. Paléicahallenges for the statistical data processing
can arise when revisions or corrections need twobedinated and agreed between customs and
the responsible agency. A further potential difitigus the integration of data from other sources
as those data for example, might not follow theunesgfl standard format.

8.19. Data transformationsThe following data transformations are often exed at the
responsible agency: suppression or removal oficertbormation (due to confidentiality or
quality), correction of existing data and suppletagan of existing data via estimation or other

60 Economic Commission for Europe, United Natioesie for Trade Facilitation and Electronic Busies
(UN/CEFACT), Recommendation and Guidelines on disfaing a Single Window to enhance the efficient
exchange of information between trade and goverhnRatommendation No. 33, pp. 31-32.

61 Eurotrace is a computer system that managemeakteade statistics, allowing input of declaratend reference
data into a number of different “statistical datakesl. These databanks are used to pull togethardggto provide
statistics on foreign trade, transport, financigladls and taxes.

62 For user and technical details please refdra@bcuments - ASYCUDA++ Eurotrace data extradtiverface,
User manual v1.0, and ASYCUDA++ Eurotrace dataaetion interface, Technical manual v1.0. The Céntra
Statistical Office of Trinidad and Tobago providesexample of data extraction from ASYCUDA to Ewact (see
http://www.cso.gov.tt/news/Pages/Eurotrace Tradeditzt. aspx, and para. 8.22 of this Manual).
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means (i.e., if certain characteristics are novioed).

Box 8.1
The statistical production process - Example of Ity

The production process carried out by ISTAT encasspa a number of tasks/production stages whichfspian
the upload of raw customs data to the releaseficfalfdata on external trade statistics. In mautr, they include:
(a) Automatic upload or manual data entry of custonadat

(b) Exclusion of trade flows not relevant for the colafion of external trade statistics

(c) Standardisation of customs data according to statistandards, including both classification amalytical
variables

(d) Fast detection and revision of major outliers, hg\8ignificant impact on the aggregate trade figymablished
as flash estimates or preliminary data

(e) Thorough analysis and revision of outliers at thedpct/country level, including misclassificatioroplems at
the product, country or other statistical variatéal.

(H Estimation of possible random item or unit not asge problems

(g) Estimation procedures related to “structural biagesustoms data, such as systematic delays & dat
transmission, undercoverage due to the adoptiexedption thresholds, etc.....

(h) Estimation of peculiar external trade flows noteeed or poorly covered by custom data

These activities require relevant efforts bothamts of “hardware” and “software”. The “hardwa@mponent]
includes the presence of relevant data storagebdapand an appropriate stock of human resou@goted to
each stage of the production process. The “softw@mponent is more intangible but neverthelessiatdor the
production of high quality trade figures. It refeis the stock of knowledge and technical capabditon datg
management, data classification and data analylsishwis only partially codified in standard IT asthtistical
procedures, but it is rather mostly embodied infthman capital devoted to the production of tradéssics. As an
example, it concerns knowledge on the best wayhtexlc revise and classify specific trade flows,eldaen an
extensive knowledge of product characteristicsfardbacks from trade operators or external experts.

As a result, the successful management of tradistata by NSI requires the set up of a approprditésion of
labour which takes into account not only the “hamdsti but also the “software” components of the mdétrade
statistics production process. In particulars itecommended to:

(a) design an efficient IT framework for the upload andnagement of customs data, with a dedicated qfddl

technicians

(b) design and implement a sound methodological apprttaoutliers detection

(c) set up and maintain a limited pool of specialiskedks which an extensive knowledge of product ctimréstics
to manage data quality problems. In particular,dhiteria adopted to assign a given group prodiectsach exper
should be consistent with human resources contgraind in line with national trade characteristics.

(d) adopt a risk management approach to clearly identifical bottlenecks in the production procesdchihmay
represent a relevant threat in terms of data quatitimeliness in published trade figures.

8.20. The role of custom€ustom declarations are the main and usually pexfetata source
for merchandise trade statistics. Customs autberére not only providing this information to
the responsible agency but have a very strongantia on the quality of the information

provided (see chapter 9 for details, in particplara. 9.5 on data processing and validation). In
this context, it is critical that Customs is woriwith the traders or brokers that enter the

information to ensure that the data required fatistical purposes is adequately captured in the
customs declarations. At the same time the resplenagency needs to make customs aware of

these requirements (see chapter 5 for details).
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2. Examples of data processing systems at the msgpe agency

8.21. Eurotrace software — data processing software fdemal trade statisticsThe

Eurotrace software, distributed free of charge byoBtat and implemented in many developing
countrie§?, allows to import and manage the data necessahetdevelopment of the external
trade statistics (in particular the customs datajreat these data, in particular by carrying out
quality controls and the application of standanad & work out and calculate a certain number
of aggregates, in particular indices of the For@igade and to export them for dissemination and
publication. Eurotrace consists of the followingaete applications that work together, the
Eurotrace DBMS, the Eurotrace Data Editor and tbméxt Standalone Data Browser.

8.22. Eurotrace applied in Trinidad and Toba§&he Central Statistical Office (CSO) of the
Republic of Trinidad and Tobago has developed ateace application that has transformed its
trade statistics data dissemination. As a resuti®@implementation of the Eurotrace Trade
Statistics application the time taken to respond wade array of ad hoc data requests from
international, regional and local data users has segnificantly reduce®Further

improvements depend largely on the implementatfohSY CUDA at customs which would
replace the current system of manual data capagedon copies of declaration forms. The
proposed future data flow will be greatly simpldiand will consist of data reception from
ASYCUDA, importation to Eurotrace, validation in &trace, upload of validated data and data
extraction/direct data download via the Comext Byew

D. Data fields required for statistical purposes

8.23. Minimum requirementslhe statistical information needs require the wion of the data
fields shown in table 8.1

63 Eurotrace is implemented by many African coesthut it is also is some member countries of Asidthe
Caribbean, supported by Eurostat as part of thefaan Community's development cooperation in Aftilca
Caribbean and Pacific (ACP) (see http://circa.earegw/irc/dsis/eurotracegroup/info/data/en/userd)htm

64 The subsequent information is directly taken éedved from the following document: Eurotrace Apg to
Trinidad and Tobago Trade Statistics - Overviewuoent, Central Statistical Office, Ministry of Ptang,
Economic and Social Restructuring and Gender Adfdirinidad and Tobago, October 12, 2010.

65 Further information on the management, techmaglirements, lessons learned during implememt il
possible future improvements is provided in thevabated document as well as in a following docutm&echnical
Brief, 2nd Regional Award for Innovation in Staiist Eurotrace Applied to Trinidad and Tobago Tr&ttistics,
Central Statistical Office, Ministry of Planningc&omic and Social Restructuring and Gender Affdirmidad
and Tobago, August 20, 2010.

81



Table 8.1
Required data fields

Field Name Recommended Field Content

Reference Year Gregorian calendar (January thrggiember) — in YYYY format
(e.g., 2011, 2012,...)

Period Annual, monthly or quarterly period idemifiion (e.g., MO1, M02,...,
Q1,Q2,...,A00)

Trade Flow* “Imports”, “Re-imports”, “Exports” antRe-exports”

Commaodity Code According to the Harmonized SystEli®)(at the most detailed
commodity level available (6-digit HS)

Partner country or area In national nomenclatuvantry of origin (for imports) and country
of last known destination (for exports)

Value Monetary value (in national currency or USlats); CIF for imports
and FOB for exports

Net weight** Physical quantity (in kilograms)

Supplementary Quantity Physical quantity (in th€E®@/recommended standard units of
quantity)

Supplementary Quantity Unit Description of unitsgqofantity employed for supplementary quantit

data (e.g., “Number of items”)

New data fields following the adoption of IMTS 201(include if already available}

Second partner country or area In national nomé&neacountry of consignment for imports and
country of consignment (destination) for exports

Second value for imports*** Monetary value (in ratal currency or US dollars); FOB for imports

Mode of transport The means of transport used vgoeidls enter or leave the economig

territory (in the encouraged nomenclature provikeldTS 2010,
para. 7.2 or national nomenclature)

Custom procedure code (or Code of the customs procedure applied to individhaadsactions by
applicable transaction code)****| customs; any applied procedure or transaction danestoms
procedure codes are not available or if additicoales are used

* Some countries are able to identify the tradevfla the customs procedure code; however it issadmvthat, for
the time being, all countries provide the fielddgdlow in their data.

** |t is recommended to provide net weight (see IMZ010, para. 5.5). However, some countries aneaiie to
provide gross weight.

*** According to IMTS 2010, para 4.9 countries tlatmpile only CIF-type value for imported goods are
encouraged to compile separate data for freightimsutance, at the most detailed commodity anchpatevel
possible. This would apply respectively to coursttigat compile only FOB-type values.

**** This information is requested to obtain additial information about trade transactions for sta&thl purposes
such as re-exports, reimports, goods for processidgntra-firm trade. However, national practicethe use of
customs procedures vary considerable and in migthdlvays possible to derive the desired informmtio

8.24. Experience of the Philippinek 2003, the National Statistics Office (NSO)ioé
Philippines entered into a Memorandum of Agreemtit the Bureau of Customs, for the latter
to provide the NSO with an electronic copy of tlagadobtained from customs documents and
generated using the electronic system. The infoomatiems contained in the extracted data files
shall contain the following variables:

(a) For exports, from the Automated Export Declaratsystem, this will include Customs
control number, Country of origin, Commodity deption, Gross weight (in kilogram),
Quantity, Preferential treatment, FOB value, Ineaeacost, freight cost, Local port of
unloading, Local port of destination, ImporterdNTIFeeder/Direct carrier's name, Type of
handling/packing, and Registry number.
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(b) For imports, from the Automated Cargo Operatingt&ys this will include Customs
control number, Country of destination, Commodiggctiption, Gross weight (in kilogram),
Quantity, Preferential treatment, Value of impontad materials, FOB value, Insurance cost,
Freight cost, Local port of loading, Local portarfgin, Exporter’s TIN, Feeder/Direct carrier’s
name, Type of handling/packing, and Registry number

8.25. Information relevant or required for the completiohthe customs declaratiomhe
information normally required for the completionafstoms declaration forms and which is
relevant for compilation of trade statistics (ertha inclusion into statistics or for verification
purposes) includes the ones shown in table 8.8hduld be noted, however, that not all
information items listed in the table are requiredll countries.

Table 8.2
Information relevant or required to complete a good declaration*

» Point of import/exportthe point at which the goods actually enter avéethe customs territory of a
country;

« Date of importation/exportatiarfor imports, the date on which the carrier traomtipg the goods arrives
at the customs territory; for exports, the datdeparture or date of clearance;

« Date of lodgementhe date on which the customs accepts the dé¢iclasssubmitted by importers,
exporters or their agent;

» Importer/exporterin general, refers to the party in the customstéey who signed the contract of
purchase/sale and/or who is responsible for exegtitie contract (i.e., the agent responsible for
effecting import into or export from a country).dhaimporter or exporter is usually assigned a umiqu
identification number;53

* Nature of transactioffe.g., purchase/sale, processing, barter, ledfg, gi

* Mode of transportationthe type of carrier which transports the goods or out of the customs territory
(e.g., sea and water, rail, road (truck), air, glostther);54

« Carrier identification the name and the voyage/flight/wagon/vehicle nemds the carrier actually
transporting the goods into or out of the custoenstory;

« Bill of lading/airway bill the importing or exporting carrier’s bill of ladi, airway bill number, rail
receipt number, post office number;

» Consignee/consignothe party to whom goods are consigned/the pahnty eonsigns the goods;

»  Country of consignmenthe country from which goods were dispatched#iiporting country (to
which goods were dispatched from the exporting tgyinwithout any commercial transactions or other
operations which change the legal status of thelgtaking place in any intermediate country;

» Customs procedure (regimehe type of customs procedure under which imgboteexported goods arne
cleared from customs;

» License numbewalidated import or export license number, foods subject to import or export
license;

» Related party transactiofi.e., one between parent company or sister con)paiy

e Location of domestic consumer/produdencation of domestic consumer refers to the liocein the
customs territory for which imported goods are iest or where they will be ultimately consumed or
utilized. Location of domestic producer referstte tocation in the customs territory where the etqub
goods are produced, manufactured or from whiclytiosls actually start their journey to the point of
export, if the origin of production is unknown;

* Port of loading/destinatiori'port of loading” means the last foreign port wié¢he imported goods wer,
loaded on the carrier that brought them to the dlimgpcountry; “port of destination” means the
ultimate foreign port to which the exported goodk ke designated;

» Terms of delivenythe transaction terms of delivery is requiredhéoreported, usually INCOTERMS
2000;

» Freight the freight charges;

» Insurancethe insurance charges;

D

83



Unit value the price actually paid for one unit (by quantityit) of the given commaodity when sold for
exportation to the compiling country or purchasedifmportation from it, or the cost of one unittbé
commaodity if not sold or purchased;

Total value the price actually paid for all units (by quawtiinit) of the given commaodity (multiply unit
price by quantity), or the cost of the commaoditydt sold or purchased;

Customs valuethe value of goods established in accordancetivéltustoms law of a country;

Type of financial transactioran indication of payment method;

Unit of accourntthe currency in which the transaction occur®guired to be reported,;

Statistical valuethe value assigned to goods by a compiler oktsdtistics, according to the rules
adopted by the compiling country;

Number and kind of packagehe number and kinds of packages (bulk, boxeselsa baskets etc.);
Marks marks or other identification shown on the pagsand the numbers and kinds of packages
(boxes, barrels, baskets etc.);

Commodity codeusually the HS-based code, where the first gi¢slare the HS codes and the others
are national extensions;

Commodity description and specificatiansufficient description of the commaodity to pdérm
verification of the classification code or the dgstion and specification as shown on the validated
import or export license;

Gross weightkg): the gross weight of shipments in kilogranmgliiding the weight of moisture conten
packings and containers (other than container$, ascargo vans and similar substantial outer
containers used for containerized cargo);

Net weightkg): the net shipping weight in kilograms, exchuglthe weight of packages or containers
Domestic or foreign goodspecification of whether the good is of domesti¢oreign origin;

Quantity and quantity unireport the amount in terms of the unit(s) adogitgdational legislation; in
many cases, they are based on the standard umjtenfity recommended by WCO. The unit of
guantity specified in the transaction is also regglito be reported if it is other than the custstasdard
units;

Country of origin as established in accordance with the countut&srof origin;

Country of destination (also called country of fioa ultimate destination)the country in which the
merchandise is to be consumed, further processetoufactured; the final country of destination as
known to the exporter at the time of shipment;her ¢ountry of ultimate destination as shown on the
validated export license. Two- or three-digit (aptharacter) International Organization for
Standardization (ISO) codes or other codes maytsagsed.

Tariff preference, if any;

Producing/importing state or province;

Form of payment;

Agent's commission;

Date of shipment or discharge;

Country of purchase

* However, not all types of information are mandwtfor many customs procedures.
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Chapter 9 Data quality: assurance, measurement and
reporting

9.1. Introduction.This chapter is based on IMTS 2010, chapter %jaia quality and

metadata. It provides an overview of quality assceaat customs and the responsible agency.
Major quality issues are identified and discusseduding issues related to the editing of data
and the responsibilities of each agency. Furthéescribes the process of producing quality
reports and the measurement of quality, and prewt@mples and best practices. Data quality
assurance needs to be a top priority for data demspiCountries face the challenge to develop a
detailed road map leading towards achieving thé gfgaroducing and disseminating trade
statistics which are of the highest possible gualihis chapter aims to provide necessary
information and to describe good practices to gamentries in making quality assurance,
measurement and reporting operational. Aspectataf guality are also discussed in chapter 5.

9.2. Quality management syste@ata quality assurance, measurement and repontirsg be
viewed as parts of a quality management systeran@afiso called quality management
framework (QMF). A QMF often contains the followietements: (a) a quality policy which
would indicate the commitment to quality managemé)ta quality model which provides a
definition of quality, often formulated in terms itd components, (c) quality objectives,
standards and guidelines, (d) quality assuranceepioes which are often part of the production
process, (e) quality assessment procedures, (ffygoeeasurement procedures and (g) quality
improvement procedurés.

A. Quality assurance

1. An overview of the main elements of nationallfuassurance frameworks

9.3. Systematic approach to quality assuran®éTS 2010 calls for a systematic approach to
data quality. This means “[...] that all aspectshef éntire trade statistics program be examined
and evaluated against certain principles and stdsda order to more effectively identify and
implement appropriate action to further improveadaality.®” Quality assurance as treated in
part (i) of this chapter has a more narrow focuslata quality as it only takes a view on some
specific considerations and actions commonly tdkeoustoms and the compiling agency to
assure the accuracy of the statistical informatighin the existing setting of data compilation.

9.4. Methodological soundnesQuality assurance requires the adoption, awasearas
enforcement of a conceptual framework for foreigulé statistics, preferable in line with the
international recommendations. Considerationsspeet to treatment of transactions in specific
categories of goods (scope of trade statisticdyanfactions destined or originating in certain
territorial elements, their classification and \alan, quantity measurement and attribution of
partner country are part of the daily work of cassoofficers and trade statistician and require

66 See Eurostat, ESS Handbook for Quality Rep2@89 Edition, p. 15.
67 IMTS 2010, para. 9.4.
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the existence of a clear methodological framewArky automated quality assurance and data
validation is based on and derived from the conedgtamework adopted by a country.

9.5. Data processing and validation — types of checldtanls Statistical data processing
requires the capture of individual trade transastiand creating of trade records, their validation
and their integration into datasets encompassing@rds of a specific period. The following
validation checks are commonly used: completenedility of codes, range check of values,
internal consistency and aggregate consistencgnQfite estimation and insertion of missing
values and codes is integrated into the complegectesck. Tools for the validation include
validation at data entry (“in dialog”), batch vaditbn/ creation of error lists, generation of error
statistics, flagging of significant transactionsssification of errors into must vs. possible esro
and automated vs. manual error correction. Theigheh of information of additional sources of
information would usually require manual correci@s this information is external to the
system. In some offices manual corrections woulhgs require that additional and/ or external
sources are used (such as contacting the declarmwjever in might not always be possible to
obtain the additional information in the availablae and manual corrections might be made
with or without the use of such additional sources.

9.6. The information problem at data entfijhe starting point of statistical quality assu@n
is when the information is provided. This is usyalhen the customs declaration is completed
as customs records are the main and normally peefelata source for merchandise trade
statistics. Customs declarations itself are adrmatise records containing selected information
about commercial (or non-commercial) transactionstae logistics of providing the goods
from the seller to the buyer (or from the sendehtoreceiver). Usually, the information on the
customs declaration is entered separately andoratxample, derived electronically from
existing information and the ones completing thstams declarations (commonly the shipping
agent or trader) might not have complete infornratibout the transaction, the logistics and
subsequent further transactions.

9.7. Data entry The most important stage for quality assurancérémle statistics is when the
required information is entered into the customdatation, as the agent or trade completing
should have available all information to the bestgible extent. Electronic data entry systems
allow implementing comprehensive validation rulesttcan prevent certain types of typing
errors, entry of invalid or implausible codes, grdf values outside a certain range, as well as
invalid or implausible combinations of entries. Tdstablishment and implementation of such
rules requires significant knowledge and investnietat the IT system. Also, the validation
systems need to be carefully designed not to attdine entry of accurate information or to

invite “gaming with”, and circumventing, the valiitan system, hereby leading to a deterioration
of data quality.

2. Quality assurance at customs

9.8. Priorities. Security and safety and the generation of revaneehe core functions of
customs and must be seen as the prime objectivdst@iguality assurance at customs.
Therefore, the customs information on imports imeny countries considered as being of
higher quality than the data for exports. Howettas traditional view is not an adequate
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description of the situation in many countries. Maanstoms offices have statistical units which
are focusing on the quality of statistical informatin a comprehensive way. Further, quality
assurance, seen as a comprehensive concept arateddpy the automation at customs is
bound to improve quality for all parts of the dakhe calls for an integrated data pipeline from
the buyer to the seller (see para. above) showshbaingular emphasis on import information
is misplaced, as in a possible future global custeystem the information for export and
imports are integrated and treated as the two siflese transaction.

3. Quality assurance at the responsible agency

9.9. Characteristics The responsible agencies are expected to coadiydgtematic quality
assurance program covering all elements of thesstad information, using the full range of
validation checks and tools as specified aboveessdring the timeliness of the information
provided to users. A special focus is often givethe aggregated data and the final results that
are compared with the ones from previous periodsvever, often, special attention is also
given to certain transaction that might be of gafar importance or value, or might potentially
outside of the scope of IMTS (e.g. repairs, ships @rcraft). Often, the responsible agency has
or can gain access to the original record andcitempanying information at customs. In many
ways the quality assurance depends on the datésmowy customs, unless, of course, customs
itself is the responsible agency.

4. Major quality issues and how to approach them

9.10. The major quality issues from user perspecthek of coverage, asymmetries in partner
information, the quality of quantity information@ftimeliness are often perceived as the major
guality issues of merchandise trade data. The ssareeraised but only briefly discussed as some
country practices cited later on address someesflissues in more detail.

9.11. Coverage Some major coverage issues such as applicatihreapecial trade system or
need for confidentiality of certain transactions beyond the scope of the regular quality
assurance at responsible agency. However, in maumtiges transaction in certain commodities
such as oil, gas, electricity or raw materialspskand aircraft are not or not adequately captured
by customs or the responsible agency. In othertoesrborder or shuttle trade are important but
not fully recorded by the responsible agency. Bsee of lack of coverage can also arise in the
case of the applications of various thresholdsimplification purposes at customs (see chapter
18, section E). Possible approaches to these isdweserage are to use additional data sources
and, if necessary and appropriate, to address Witnthe relevant governmental authorities,
which for example can mandate that information laelenavailable to statistical authorities. In
the case of trade below certain reporting threshaftpropriate estimation methods need to be
developed.

9.12. Asymmetries in partner datAsymmetries in partner data, that is differenoetsveen the
compiling country’s own exports and imports and phaetner countries imports and exports, can
have several reasons (timeliness, commodity misiieation, partner country attribution, trade
system, confidentiality etc.) and many bilateraldéts have been conducted to improve the data
guality. However, an important factor in these asgtries is the trading partner information

87



which can be difficult to determine due to conceptwt also practical reasoffsin particular in
the case of global value and supply chains. Inram@nprove the situation, IMTS 2010
strengthened the recommendation to provide thetopohconsignment as second partner
information not only for imports but also for exfgrOne way to examine and address these
asymmetries is to conduct reconciliation studieg (gart C)

9.13. Quality of quantity informationUsers and producers of trade statistics agrgeneral

that quantity information (quantity and net weighgjuantity is not in terms of net weight) is the
weakest data element in the core dataset for stdistics. In some countries the provision of
quantity or net weight is not mandatSRor often the information is not complete for other
reasons. Information on the supplementary quarstionly internationally comparable when
reported by countries in a uniform way. Howeveteonfquantities are reported in units different
from the ones recommended by the WCO for each fspeommodity. An important quality
problem is further that the quantity or net weighght not be reported correctly, which might be
difficult or impossible to detect. There are selpssibilities of improving the quantity
information. For example, as part of a standardqeality assurance procedure suspicious high
guantity values can be identified and the dataidescan be contacted to verify them and
suspicious or missing quantities can be replacéd egtimates based on the data provided by the
same firm or other reporters. A further optionasise additional data sources such as shipping
documents to verify the quantity information. Anetlpossibility is to allow data providers to
estimate missing information using empirical valoe$o allow the provision of supplementary
guantities from which net weight can be derivedhgsippropriate conversion factors. Whatever
the method used, it should be documented in thadatt made available to users.

9.14. Quantity aggregationThe quantity and net weight information providsdcountries at
the 6-digit level of HS is frequently an aggregata multiple trade transactions. Usually each
transaction has a trade value, but the same suwftor net weight and quantity values, which
can be missing. Further, quantity data for varitmassactions within the same 6-digit
commodity code might be reported in different qugninits. Hence, countries generally need to
apply estimations for any missing net weight andmiy data and conversions or estimation for
any non-standard quantity units in order to provfgecorrect net weight and quantity at
different levels of aggregation, or refrain fronoypiding aggregations that are not of sufficient
quality. The difficulties in quantity and net wetghggregation constitute a quality issue on its
own which has to be carefully addressed in viewhefmultiple and growing uses of these data,
including for health and environmental policy makitt is a good practice for the responsible
agency to work closely with customs on this issue.

68 For imports it is recommended to record the trguaf origin. However, there is no uniform defioit of country
of origin. Further, it might become more diffictit determine the country of origin if a country doejs to a
customs union, as more and more countries do.pmrts it is recommended to record the county sif kmown
destination, although the objective is to obtam ¢buntry of last or final destination. As indichia para. 9.6
above, the ones completing the customs declaratight not have full information about the previarduture
transactions the goods have been and will be sigtoje¢o.

69 In the European Union’s Intra- and Extrastatesysit is not mandatory to provide net weight & th
supplementary quantity is different from net wejdtdwever Member States are obliged to estimateveight
when not collected.
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9.15. TimelinessThe relevance of trade statistics is greatlyaased if the data is provided in

a timely manner. However, in many countries therimiation is provided much later than
suggested (see IMTS 2010, para 10.3) requiring uksdes to make their own estimates. One way
to improve the timeliness of information is to ®withe data production process in light of
existing best practices and to publish prelimirdata (see IMTS 2010, para. 10.8).

5. Country examples and best practices

9.16. Effect of Mandatory Electronic Filing on Export Bat United States experiente
Effective July 2, 2008, the U.S. Census Bureau $GgBureau) began requiring mandatory
filing of export information through the Automat&stport System (AES) for all shipments
where a Shipper’'s Export Declaration (SED) was iregu The implementation of the
regulations and subsequent move to an all autonatadcollection process had an overall
positive impact on the quality, coverage, and tiness of export data. These improvements
have been achieved through more complete and tidagéy collection via the AES system,
upfront validation checks of data, and reduced nt@mpand keying errors. Most errors involve
missing or invalid commaodity classification codeslamissing or incorrect quantities or shipping
weights. The AES contains on-line validation cheitikd immediately detect reporting errors
and refer these errors back to the filer for cdroecbefore the data can be submitted which
resulted in a significant decrease in reportingrerates on export transactions. The timeliness of
the data eliminated also the need for estimatiothatd that was received too late. Risks
associated with electronic filing include unresaoheglit failures that could result in under
coverageand estimations by filers. The AES Repart@rovides a tool of monitoring of filers
and hereby to identify further actions to improkie tjuality.

9.17. Statistical quality assurance in the case of Bra&ihzil publishes its international
merchandise trade statistics one day after theoktite reference period (monthly and weekly),
which is made possible mainly because of the use‘pfeventive validation” methodology in
Brazil's SISCOMEX system. SISCOMEX is computerizgdtem which integrates customs,
commercial and foreign exchange informatidAnnex 9.1 explains its mains functions.

9.18. ASYCUDA Data quality assurance, measurement anattiag. In any computer system
the quality of the data entered for processinganage is of paramount importance as wrong

70 The information presented is taken and derivech the following note “Effect of Mandatory Elechio Filing
on Export Data”, available at: http://www.census/fareign-trade/aip/mandatoryelectronicfiling.html

71 The government control of Brazilian foreign &ad decentralized, consisting of three elemermtsiroercial,
customs and foreign exchange controls. The admatige (commercial) control determines what goaais ar
cannot enter or leave the country, and is underdabgonsibility of the Secretariat of Foreign Trg8&CEX) of the
Ministry of Development, Industry and Foreign Trd#DIC) and other consenting agencies. The custoonsrol
covers the verification of documents and the exatin of goods under the regular tax by the Brazitustoms
(Ministry of Finance). The exchange control is peried by the Central Bank of Brazil on the deliveryeceipt of
foreign exchange related to goods imported and kep@oSISCOMEX, is the administrative tool thaegrates the
activities of registration, monitoring and contiodl foreign trade operations by a computerizedlsifigw of
information. Exports are controlled by two registar SISCOMEX: Export Registration (RE) and Credit
Registration (RC). The RE is the "authorizatiorexport” and must be requested before the goodshipped
abroad. The export processing begins with the REtlaa provision of commercial, financial, fiscaldaexchange
rate information. Currently, the Brazilian agenegponsible for producing statistical foreign trade
(SECEX/DEPLA) is responsible for the validationspiecific fields of the Export Registration.
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data can jeopardize the whole data processing amg@rovide incorrect results. In this regard,
ASYCUDA insures the highest quality of the keyeairimported data by performing several
types of data validation and control. Some of tle@eset to be mandatory and others are
configurable (to be mandatory or stay optional)edefing on specific needs and national
circumstances. The following types of data valiolatand control are integrated into
ASYCUDA: (a) existence controls, (b) data formanirols, (c) referential and validity controls,
and (d) consistency controls; in addition, ASYCUP#vides a statistical reporting module that
can also be used for validation purposes (see Afriefor details).

9.19. Harmonized framework for data validation — EurostaEurostat proposed for its
member states a harmonized framework for dataatadid in external trade statistics that covers
the trade in goods between countries of the Europsaon (intra-EU trade statistics) but also
the trade of members countries with countries datsi the European Union (extra-EU trade
statistics). Regarding extra-EU trade statistiesfthlowing is covered: Validation of the input
data by the customs offices, validation of the tmgata by the competent national authorities
(responsible statistical authority), validationtioé output data by the competent national
authorities and validation of the output data bydstat. The validation rules specify acceptable
values for the different variables, the appropra@ietrols and checking rules, metadata, possible
errors and actions in case of errors. The fieldvgoiables) of a record (single administrative
document, SAD) are checked whether the values §adenply with the permitted entries (i.e.
1: Imports and 2: Exports), whether the combinatbwalues (codes) of two or more fields are
permitted (i.e. commodity code against mode ofgpant), whether numerical values or
combinations of numerical values (i.e. statistile against quantity expressed in net mass)
are within a certain range and whether aggregatetkrical values (i.e. aggregated statistical
value by flow and commodity code) are within a aerrange. These validations referring to
individual SADs are expected to be performed vid@uated systems at customs while the
responsible agency would perform at the input dttige only a few additional checks on the
aggregated data. However, on the output data #p@nsible agency would perform similar
validation checks of all output fields (sectionsensure correct values. The output data
validation at Eurostat would not repeat the presioliecks but would mainly check for outliers,
in particular as Eurostat would strive to harmorsetings (calibration) of validation limits and
thresholds for automatic correction in the validatrules for numerical fields (variables). The
harmonized framework contains an Annex which presensummary the statistical methods
proposed for the validation and correction of nunavariables, as well as the methodological
procedure to be followed for the editing of comlbioias of categorical variables.

9.20. Validation rules of the Eurotrace DBM%The Eurotrace DBMS allows the definition of
validation rules to control and maintain the quadif data within a dataset. The rules are
established as so called “tests” and usually takddrm of combinations of logical or numerical
queries ranging from simple to complex. The tesglemge supported by Eurotrace is $QIhe
validation rules are based on the concept that@das made up of codes and values. The codes
can be checked against “dictionary” lists of valatles while values can be validated against
ranges of acceptable values. A very simple cheakdvoonsist of verifying whether a record

72 Eurostat, Proposal for a harmonized frameworkl&ta validation in external trade statistics, @0#&rsion.
73 See European Commission, Eurotrace DBMS, Veidn User Guide, 2003, p. 220-275.
74 More specifically, SQL for the Microsoft Acce¥st database engine.
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has important values missing. However, much moneptex tests can be defined and various
tools for doing so are provided. A set of validatroles (called algorithm) can be applied when
importing data into a dataset from a file, whenaekipg data out to the Eurotrace editor, and
when importing data back into a dataset from theotace editor after an editing session. Errors
are best corrected by using the Eurotrace Editmgnam which has been designed to edit
Eurotrace data easily.

B. Quality measurement and reporting

1. Steps and guidelines for producing data quadiports

9.21. Steps to be considere8ome information about data quality is availablall offices and
its compilation often provides the starting foruality report or is already considered to be a
guality report. However, the following consideraiso(or steps) that are suggested for the
production of a data quality report for merchandiade statistics appear also relevant when a
quality report already exists but is reviewed:

(a) Collection and review of existing standards, guited, requirements, practices and
examples within the same office (for past qualiyarts or quality reports of other units) or
other offices within the same country or in otheumwtries, including regional and international
organizations, as appropriate, in order to endwakdtandards and best practices are followed;

(b) Discussion and decision on the scope, type andidrezy of the quality report under
consideration of the purpose and available ressurce

(c) Assembly of team and allocation of resources;

(d) Elaboration and discussion of the detailed strectidrthe quality report;

(e) Compilation of the required information: qualitysassment and measurement;
() Drafting of report;

(9) Review of report;

(h) Dissemination and communication.

9.22. Guidelines for the production of quality reportstire ESSWithin the European
Statistical System (ESS), very strong efforts Hasen undertaken to develop a concept of
guality and to implement it in a comprehensive waygentral achievement was the adoption of
the European Statistics Code of Practice, whickiges a broad conceptual framework for
viewing quality and sets standards for the ingtindl environment, statistical processes and
statistical outputs. The ESS Standard for Qualipdtts issued by Eurostaprovides
recommendations for preparing comprehensive quiapgrts for the full range of statistical
processes and their outputs. The ESS Handbookufalit® Report§’ provides much more
detailed guidelines and examples of quality repgrpractices.

75 See European Commission, Eurotrace Editor, Gsate, 2003.
76 ESS Standard for Quality Reports, 2009 Editieuropean Communities, 2009.
77 ESS for Quality Reports, 2009 Edition, Europ€ammunities, 2009.
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9.23. Specific objectives of the ESS guidelinidge specific objectives of the ESS guidelines
are (i) to promote harmonised quality reportingoasrstatistical processes and their outputs
within a country and hence to facilitate compargsanross processes and outputs, (ii) to promote
harmonised quality reporting for similar statistipeocesses and outputs across countries and
hence to facilitate comparisons across countried;(d) to ensure that reports include all the
information required to facilitate identificatiorfi statistical process and output quality problems
and potential improvements.

9.24. Structure of the ESS guidelinde guidelines are organised by statistical oudjoat
process quality components, with the primary sedtieadings being:

Introduction to the statistical process and itgatg — an overview to provide context;
Relevance — an output quality component;

Accuracy — an output quality component;

Timeliness and punctuality — output quality compusg

Accessibility and clarity — output quality compotsn

Coherence and comparability — output quality conembst

Trade-offs between output quality components;

Assessment of user needs and perceptions — coatiagpects of output quality;
Performance, cost and respondent burden — procasisyqcomponents;

10 Confidentiality, transparency and security — preagsality components;

11. Conclusions — summary of principal quality problesnsl proposed improvements.

CoNooOrWNE

9.25. ESS quality reportsThe ESS standard quality reports are producented as they have
been primarily designed to assist EU Member Siategernal self-assessment and reporting to
Eurostat. Nevertheless, as considerable emphgsig @n output quality, they include as well all
the information necessary for user-oriented quaéporting.

2. User-oriented quality reports — contents andrgtas

9.26. Characteristics User oriented quality reports are keeping usdgmsiined about the
methodology of the statistical process and theityuall statistical output. Many statistical
agencies have adopted principles and standardkaftarquality and a data quality assessment
framework that outlines the different dimensiongjoélity and their measurement. The quality
assessment framework provides a general layouh&oqguality report; however, not all
dimensions are equally relevant for users. Usented quality reports are often provided on an
ongoing basis as part of the metadata provided¢ostand are updated regularly.

9.27. Quality report of German{? The quality report for the foreign trade statistid

Germany consists of the following parts: 1. Generfarmation about the statistics such as name
of statistics, reporting period, subject, responsidiegal framework and confidentiality; 2
Purpose as defined by data variables, justificaia users; 3. Compilation methods, describing
how the data is obtained and burden on respondéndg;curacy describing coverage, customs
and statistical threshold and estimations and i@ws 5 Timeliness; 6. Comparability with data

78 The information is derived from the followingtgization: Qualitaetsberich Aussenhandel, Januai?2
Statistisches Bundesamt, Wiesbaden 2011.
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of others and over time; 7. Coherency, describiregrélationship to related statistics and 8.
References to additional information.

9.28. United States merchandise trade statistics quadiport’® The report “U.S. Merchandise
Trade Statistics - A Quality Profile” provides imfoation on the quality of the statistical
program, and is intended to aid data users in tiverstanding and appropriate use of the data.
It addresses issues affecting the quality of $iesisand some known limitations. For example,
undocumented export shipments were identified tinazomparisons with trade data of major
trading partners, audits of trade documentatiod,@her measures. Implementing the data
exchange with Canada and mandatory electronigfhizs reduced these errors and improved
data coverage.

9.29. Eurostat merchandise trade statistics quality repdhe report “Eurostat - Quality

Report on International Trade in Goods Statistimsivides the users with quality indicators and
information regarding the EU Member States' prastidt summarizes the main outcomes of the
national quality reports the Member States hawaufiply to Eurostat each year within a fixed
deadline. Its structure and contents follow the B8@elines for quality reports.

9.30. European Statistical System - Euro SDMX Metadatac&ire Applicable within the
European Statistical System, the Euro SDMX Meta&atacture (ESMS) contains the

description of statistical metadata concepts faudwenting statistical data and for assessing data
quality and the production process in general. \W&thard to its data quality components, the
ESMS follow the quality criteria in line with theuEbpean Statistical Law: Relevance, Accuracy,
Timeliness, Punctuality, Comparability, Cohererke;essibility and Clarity. Special attention

is given to a set of Quality and Performance Indisaaiming at quantifying the various quality
criteria and at providing a common standard acles€SS. The ESMS documentation should
accompany Eurostat's and the EU Member Statestdest@mination.

9.31. IMF’s SDDS on international merchandise trafi€ountries that subscribe to the IMF's
Special Data Dissemination Standard (SDDS) mal@raratment to observe the standard and
to provide information about their data and dasseimination practices - metadata - on the
IMF’s Dissemination Standards Bulletin Board (DSBBhe of the areas covered is
international merchandise trade statistics. The Shi2tadata are available in two presentations,
the current SDDS format and the Data Quality Assess Framework (DQAFormat which
covers six dimensions: 0. Prerequisites of QualityAssurances of integrity; 2. Methodological
soundness; 3. Accuracy and reliability; 4. Servidist; 5. Accessibility. The International
Monetary Fund (IMF/Fund)’'s SDDS was establishedume members that have, or that might
seek, access to international capital marketsdrptbvision of their economic and financial data
to the public. To date, there have been 68 sulismmgpto the SDDS.

3. Producer-oriented quality reports — contentsex@inples

9.32. Characteristics Producer oriented quality reports aim at idemtijystrengths and
weaknesses of the statistical process and leadjray tontaining the definition of, quality

79 See U.S. Merchandise Trade Statistics - A QuBlibfile, U.S. Census Bureau, Washington 2002.
80 See http://dsbb.imf.org/Pages/SDDS/Home.aspx.
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improvement actions. Producer oriented quality respcan be motivated by internal interest or
externally mandated. They can take the form ofef@mple, internal review, benchmarking
(comparison with others) and audits. By their ratproducer oriented quality reports are often
produced for particular reasons, such as a spewifernal requirement or to deal with specific
issues or problems.

9.33. Individual assessment report of EU member std#s assessment is prepared annually
by Eurostat for all EU member states based on tkeponses to a quality report, with the overall
goal of achieving quality improvements. The assesgns structured according to the following
guality dimensions: relevance, accuracy, timelireess$ punctuality, accessibility and clarity,
comparability and coherence, some of which ardéursubdivided. Under each of these
dimensions a set of items is listed along withgpecification of their requirements. For
example, under accuracy—coverage, the item “statighreshold in value” should be below or
equal to Euro 1,000 in value and 1,000 kg in netsnH an item is a legal requirement, it is
evaluated according to a four-point rating scherhlwranges from 1 (“Serious persistent
infringement”) to 4 (“Compliance”). If an item refeto a recommendation, the assessment can
be: A (“fully applied”), B (“partially applied”) oiC (“not applied”). Some items are not
evaluated if they are not or not yet requirements..

9.34. Mission reports of international and regional orgaations International or regional
organizations can be requested by countries toustirath assessment of the statistical
programme in a particular area such as merchatrdide. Such requests have often the purpose
to create guidance and impetus to address instiaitior general data compilation issues and
will focus on these particular areas. In other sassessments have been conducted as parts of
technical assistance activities which aim at therall application of the international
recommendations for international merchandise tsaalstics and accordingly focused on these
aspects. As it concerns the United Nations Stesifdivisions such assessments were always
provided on the basis of the concepts and defmstior international merchandise trade
statistics. The updated recommendations (IMTS 2pidjide a much better basis for such
assessments as, in contrast to the previous recodatiens, the entire data compilation process
is covered.

4. Measuring data quality

9.35. Use of quality measures and indicatof$ie measurement of quality of any statistical
data, including international merchandise trad@sttes data, is not a simple task. Problems arise
from the difficulties involved in quantifying thevels of individual dimensions and in

aggregating the levels of all dimensions. Undesd¢hg@rcumstances, deriving a single

guantitative measure of quality is not possiblehimabsence of such a single measure, countries
are encouraged to use a system of quality meaancemdicators (IMTS 2010, para. 9.13).

9.36. Quality measures and indicatoiQuality measures directly reflect a particular aspé
guality. For example, the time lag from the endhaf reference period to the release of particular
international merchandise trade statistics is ectliquality measure. However, in practice,
guality measures can be difficult or costly to c¢édte. Instead, quality indicators may be used

81 European Commission — Eurostat, United Kingda2009 Individual assessment report, final version.
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for the quality assessment. Quality indicators mlessummarized quantitative or qualitative
evidence about the quality of the data. They aregaly defined with respect to some reference
point and can assist in making different typesashparisons. (IMTS 2010, paras. 9.14-9.15).

9.37. Methods and tools for measuring data qualiMethods for quality measurement are
documentation/ reporting, the calculation of intlica, auditing procedures, self-assessment or
guestioning the users. The Eurostat Handbook oa Ratlity Assessment Methods and Tools
(DatQAM) aims at facilitating a systematic implertegion of data quality assessment in the
European Statistical System (ESS). It presentsib& important assessment methods: Quality
reports, quality indicators, measurement of progesigbles, user surveys, self-assessment and
auditing, as well as the approaches labeling artdication. The handbook provides a concise
description of the data quality assessment metbodently in use. Furthermore, it gives
recommendations on how these methods and toolddsheumplemented and how they should
reasonably be combined. The methods and toolsmiesben this handbook facilitate an
assessment of statistical products, statisticsymtozh processes, as well as the user perception
of statistical products. Annex A includes a backub paper on the position of data quality
assessment in the general framework of quality igpama&nt and Annex B presents good practice
examples in some more detail. The handbook is piiyrtargeted towards quality managéfs.

9.38. Information on quality measurement — United Kingddime following metadata on

quality is provided to users of the United Kingdsrrade statistics: 1. Quality Standards against
which the quality is measures. and 2. Assessmeciu(ling self assessment) against some of
these quality standards including (a) quantitatissessment against indicators for the six output
quality dimensions, (b) qualitative assessmentuofroethods and adherence to EU legislation
and (c) channels for and results of post-publicatjoality assurance.

C. Reconciliation studies, cross-country comparabtly and bilateral data exchanges

9.39. Goals of bilateral reconciliation studieReconciliation studies help explain
discrepancies between the bilateral imports andrxstatistics of trading partners by
identifying conceptual and methodological differesiin their respective data collection and
processing. Sometimes it is assumed that expodsuoftryA to countryB should be equal to
imports of countnyB from countryA; this is theoretically possible only if both cories compile
data using of the same methodological principlesiino mistakes are made in the process.
However, these are necessary but not sufficienditions, as there data may match due to
several other reasons (see para. 9.44 below). A-s&t aim of reconciliation studies may be
limited to the identification of major differencesthe statistics of the two countries. However,
the reconciliation process may reveal systematiasmement errors and gaps, which should be
corrected immediately. On a larger scale, the aagy imclude assessing the causes of differences
and making adjustments to various data compon€&htslonger-term objective can be viewed as
the harmonization of the conceptual framework af 8ets of statistics, which could lead to the
revision of certain procedures and definitions angome cases, could suggest the use of
alternative data sources, all of which is expetteidhprove the overall quality of foreign trade
data. The results of reconciliation can help eatner to better understand bilateral trade flows.
At the policy level, a reconciliation exercise wplbrtray a common perception of the facts and

82 Handbook on Data quality Assessment MethodsTads, Eurostat, 2007
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thus might facilitate the development of bilatexabnomic negotiations and international
cooperation.

9.40. Limitations of the reconciled datahe reconciled data do not represent any chantjeto
officially published trade figures of either pantro®untry. Reconciliation adjustments normally
include a series of estimates which are not seffity precise to permit modifications to
officially published data. For example, many coig®rimport data are valued on a CIF-type
basis, that is, including insurance and freightgbsa, which must be removed during
reconciliation since the partner country’s expars usually valued on an FOB-type basis;
however, estimates of insurance and freight chaagesisually derived indirectly and do not
necessarily reflect their true amount.

9.41. Basic procedures for bilateral reconciliation stadiln general, reconciliation may
include the following activities:a) setting the objectives for the project and reagtagreement
on basic proceduredy)(establishing a common conceptual framework fooneiliation
purposes;d) converting official published data to the comnicamework; ¢l) examining the
differences in data and methodologg), ihaking necessary data adjustments to achieveathytu
agreed sets of trade figures; afjdgrmulating of conclusions of the reconciliatistudy. An
individual study could be limited to the activitidescribed ing), (b) and €) above. It is advised
that a reconciliation study cover trade for atieafull year, and that a reconciliation table that
identifies all additions and subtractions whichaheebe performed in order for the trade data of
one partner to appear the same as the trade rdfoyrtthe other be prepared as one of the
outputs.

9.42. Cooperation between trading partnefhe success of reconciliation is dependent on the
full cooperation of trading partners from the veeginning and on clear identification of
procedures to be followed at all stages of the ggscfrom the initial exchange of the required
information to the mutual agreement on the fingltes. The agencies conducting the
reconciliation study should examine not only thaaas organizational aspects of the proposed
study but also its legal implications (for exampiecertain cases, an exchange of data at the
level of transactions may involve the issue of aaritiality). At the beginning of a

reconciliation exercise, both parties have to agreerhich data should be used as the
benchmark for a specific category of goods. (F@aneple, in the past, import data were normally
used as a benchmark for the comparison of most amties since, in general, those data were
considered to be of better quality than export tai@ause imports are reported in sufficient
detail to allow customs to apply duties, taxestbeoregulatory controls. However, for certain
commodities and in some countries, export dataweaged to be more accurate for the same
reasons.)

9.43. A common conceptual framework and conversion & ttathat frameworkEstablishing
the common conceptual framework involves an exchamgl comparison of methodologies and
compiling practices, and adopting the same defingiand classifications for use in the
reconciliation study. Issues to be considerediatdtage are, among others: what are the major
conceptual differences; whether information is E@dé on country of origin/last known
destination or other basis; whether there are fsogint differences in compilation procedures
(such as for the suppression of confidentialitjoar-value trade) that will affect bilateral
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comparability; and whether there are certain treti@as (such as processing trade) for which
there are streamlined reporting provisions thatctatfect comparability. The common
framework serves as a practical working tool tolitate comparison of data between the two
countries; it does not replace official methodoésgof the countries involved. The partners must
also decide on such issues as the working curremdize study, and whether currency
conversion should be done on a monthly or an artvags (if exchange rates are fluctuating
significantly, annual conversion could create addal discrepancies).

9.44. Reasons for differences in daken where both partners fully comply with United
Nations guidelines for trade statistics, there loanlifferences between partner data. In fact,
some of the discrepancies are a direct resultllmifitng those guidelines. In order to identify
conceptual reasons for discrepancies the followegs should be reviewed: (a) coverage; (b)
trade system applied; (c) time of recording; (dgipretation and application of the commodity
classification; (e) valuation; (f) partner counétyribution (i.e., in the case of indirect tradetror
angular tradéy: (g) confidentiality and (h) other sources of désmncy. The trading partner
attribution is considered in terms of value the ticequent and most important reason for
asymmetries, such as in the case of trade betweed.6. and China (see below for details).
Other reasons for discrepancies on total tradedetalled trade level relate to the valuation of
goods (imports valued on a CIF-type basis and égsp@alued on a FOB-type basis; treatment of
taxes and duties, markups after export, currenoyeasion, etc.), the timing of recording,
coverage (geographic coverage, different treatroetrade in special categories of goods,
thresholds, underreporting of transactions abokestiold), classification, and confidentiality.
Some of these reasons are based on conceptuaeddés, however many are not. For a detailed
discussion of these data items please see Annex 9.3

9.45. Methods and approaches for reconciliations studiesference materialsThe conduct

of a bilateral reconciliation study requires anesggnent of the two partner countries that usually
would specify the responsible or involved natiomgéncies, the purpose, the scope, years
covered, the methodology used and any other amaaggs that are required for the conduct of
the study such as the sharing of data and infoomaReconciliation studies are conducted by
many countrie§? few examples are provided bel&w:

» The experience of Canada-Mexico-United StaResconciliation of merchandise trade for
the period 1996-1997. The reconciliation studigsvben Canada and Mexico, and
between Mexico and the United States, allowed¢atifly the sources of significant
differences in the 1996 and 1997 official tradeistias. The studies have been useful for
the three countries involved to evaluate theirdrathtistics and identify areas for further
improvement (see IMTS Compilers Manual, Annex [page 63-68)

83 Indirect trade describes the situation when gspaf countryA are sent to counti$, from where the goods are
re-exported to countr@. The term tri-angular trade is usually used teréd trade within the European Union
when goods are sold from a company in Member $tatea company in Member StaBewhich in turn sells it to a
company in Member Stat although the goods are physically moved only pfroen A to C. In such cases there is
the risk ofB being recorded as partner country, oBafself reporting a trade transaction.

84 Almost half of the countries that responded 20@6 survey carried out by the United NationsiStias Division
indicated that they had conducted or were plantongpnduct bilateral or multilateral reconciliatistudies with

their trading partners (see http://unstats.un.oggditradereport/introduction_MM.asp).

85 The United Nations Statistics Division will dsliah a reference website for materials on thectopi
reconciliation.
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» United States and Chin&eport on the statistical discrepancy of Merchssmdrade.
Both countries established a statistical workingugrto examine the bilateral
merchandise trade due to the unusually large amaigg statistical discrepancy in their
respective officially published data. The workinggp examined the years 2000, 2004
and 2006, focusing on trade flows from China tolimted States due to larger
discrepancies in this direction. The distinctiorswiaade between trade moving directly
from China to the United States, and indirectlytlgh intermediary countries. The
working group identified causes that explainedrttagority of the bilateral statistical
discrepancie&®

» Sweden and Denmarsymmetry exchange project. The goal of thisqmtois to reduce
the asymmetries in the trade data of both countfibs available documentation
provides useful information on how to conduct spabject (e.g., the draft agreement
between Statistics Sweden and Statistics Denmark)llastrates the problems that arise
from concerns over confidentiality, which is inglisa major contributor to asymmetries
on the disaggregated commodity level. The worksymametries at Statistics Sweden
entails examination of data at the enterprise 1&vel

» European Unionsymmetries in the intra-EU trade flows. Eurostagether with the
Member States of the European Union, has been takitgy major efforts in examining
asymmetries in the intra-EU trade flows. Recontdimexercises are carried out with the
aim to identify the asymmetry causes and to rederice mirror figures wherever
possible®®

» Brazil. In Brazil, the statistical harmonization (recdiation) of trade data has two
objectives: (i) to improve the quality of statisticlata for national purposes and (ii) to
submit to the trade negotiators figures that acepied by both countries. For further
details, see Annex 9.4

9.46. Cross-country comparabilityCross-country comparability is an important gayali
dimension and the basic working assumption whenpeoimg data from two or more countries.
To a large degree it depends on the extent to whielnternational concepts and definitions for
international merchandise trade statistics areiegly countries, and on the impact that the
various deviations have on the data. The UnitedoNatStatistics Division has conducted
multiple studies in which countries were asked alioeir compliance with the international
recommendations. IMTS 2010, para. 9.23 (a), recamasi¢hat countries inform in their
metadata about their practices and any deviatiams the international standards.

9.47. Bilateral data exchange — example of the UnitedeStand CanadaAs an outcome of
bilateral reconciliation studies between the Uniitdtes and Canada, both countries agreed to
derive their exports statistics from the partnarmtoy’s statistics on imports. The agreement was

86 Report on the Statistical Discrepancy of Mercliss Trade between the United States and Chinastvirof
Commerce of the People’s Republic of China, U.Sddenent of Commerce, Office of the U.S. Trade
Representative, October 2009. Additional reseasshiieen conducted, see: Reconciling Trade Statistim
China, Hong Kong and Their Major Trading PartnefsMathematical Programming Approach, Z. Wang, M.
Gehlhar and S. Yao (GTAP Technical Paper No. 2&pt&nber 2007.

87 Establish an asymmetry exchange project bet@geaden and Denmark, in: Economic Statistics 2008:10
Statistics Sweden, 2008.

88 For further information see Quality Handbookelume Ill, Section “Tools for reconciliation of hat-EU trade
statistics”.
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implemented January 1990, and both countries coesgly eliminated the requirements for
filing export documents for goods destined to ttieen Under the agreement to exchange data,
the reporting burden on exporters is greatly redwred data quality is improved. From the
United States perspective, this eliminated undocueteshipments to Canada, increased the
accuracy of the data, and increased inclusion @f iethe correct statistical month. However,
as the data exchange was implemented when botiepaiirimarily used paper export
declarations but the capability to collect expatldrations electronically has improved, the
benefits may now be relatively less significant.

9.48. Although in general they do not outweigh the beasgethere are additional challenges
stemming from the data exchange between the UBitas and Canada. One such challenge is
the increased response burden on importers, ahtheyto report additional data elements to
meet the exporting partner's needs. When it ipassible to collect these additional data
elements, one or both partner countries may hayapan data. For example, Canada does not
collect containerization information on importsriraghe United States, so containerized value
and shipping weights are excluded from U.S. datexgorts to Canada. The data exchange has
also not handled trade transiting one partner aterfsrom the other to a third country well,
leading to possible coverage and country of desbinattribution errors. These and other
problems have been identified and efforts are niadeeasure them and minimize their impact
on statistics. A joint report was prepared by th8..Census Bureau and Statistics Canada that
discusses the effects of the data exchange, andds available by both agencies.

D. Inter-agency collaboration on data quality

9.49. WTO Common data s&The CDS is a joint effort by Eurostat, OECD, UNSD,
UNCTAD and WTO to reconcile their time series onrch@ndise trade statistics, using
international standards as a benchmark. Each ageintygharge of supplying figures for a
predefined set of reporting economies. Reconalntj co-ordinated by WTO, consist of
scrutinising significant differences between therages' data to determine the best value. In
many instances, this results in finding an agred¢mersubstitution values and estimates, with
the objective for each participating agency toeevand correct their own data. The CDS
database gives access to statistics and docunwentditboth officially reported and reconciled
series. It covers annual total merchandise expwtiraport values of over 200 economies,
whose series are updated annually and presenteddte year 1998

9.50. Cooperation on methodology, data compilation argseminationThe international
organizations active in the area of merchandigketstatistics are part of the Task Force on
International Merchandise Trade Statistics (TF-INITrBwhich issues and developments on
methodology and databases, including quality isanesthe use of SDMX are discussed on
regular basis. Members of this TF-IMTS regularlytiggpate on the Expert-Group in IMTS
which assists UNSD in the update of the internaioacommendations and this compilation
guide. Further, OECD and UNSD implemented a coaitéith collection of annual data which
avoids duplication of efforts and ensures that lmoganizations use exactly the same data for
OECD countries. However, both organizations wentimurther and agreed on the processing

89 See http://imts.wto.org/common_dataset_e.htm.
90 See para. 10.14 for an additional example ohanmonization of trade statistics within the ASEAdgjion.
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standards for annual trade statistics and impleadeajoint processing system. All international
organizations have full access to UNSD’s UN Condrddtabase which allows the use of
exactly the same data by all organizations and lwlisures that there is ongoing interest by
international organizations that highest qualignsiards are followed and arising issues are
addressed.
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Annex 9.A. Brazilian statistical data validation ystem (exports example)

9.A.1. The statistical validation system of Brazilian expas applied at three different
moments: (1) Preventive validation — at date efitryglialogue) before the export register is
actually accomplished; (2) continuously — during tiperations (export registers with significant
values and others criteria’s); and (3) “A postati{fPost validation) — after the exports
operations are completed.

1. Preventive validation

9.A.2. The ultimate goal of the system is to validate gpefields of the Export Record that
are of statistical concern, in order to achievehighest possible level of accuracy in Brazilian
statistics of foreign trade. To reach this goa, shistem sets parameters for FOB-type unit
values (both in kilograms and in supplementary tjtyaanits) of the MERCOSUR Common
Nomenclature NCM) codes. These parameters aresggf data for at least six months and a
statistical model that: (a) takes into accountrthmber of observations; (b) eliminates peak and
bottom distortions; (c) establishes middle valu®skilogram and supplementary quantity unit);
(d) establishes the standard deviation and maxiggnminimum quantity thresholds (by
kilogram and supplementary quantity unit; and (eptes a table of parameters by commodity
(NCM and HS code).

9.A.3. The FOB-type value in US dollars, the net weighitilngrams, and the supplementary
guantity are used to calculate the average valtieegparameters (the latter, for the cases of
products that are sold in units different than gikoms). In order to avoid slowing operations or
creating difficulties for the exporter, there isogerance for minimum and maximum values of
one decimal (-90% and +900%). If the operationithiw these margins, the exporter is
informed that there may be an error, but the opmras not stopped. Outside these margins,
however, the Export Record is forwarded (centrdlifer analysis to the appropriate department
in the Secretariat of Foreign Trade (SECEX), widah communicate with the exporter through
the system, who then needs to ratify or justifydiaéa presented in his Export Register.

9.A.4. When the exporter enters data into Brazil's Integgié&System of Foreign Trade
(SISCOMEX), the system analyzes and compares tbhehetmiddle value by commodity. This
preventive validation stage leads to various péssises, as illustrated in Box A9.1.

9.A.5. Most causes for forwarding (centralizing) an expedord for statistical analysis are
errors in the following information: (a) FOB valueUS dollars; (b) net weight (in kilograms);
(c) supplementary quantity; (d) commodity code (NEMS); (e) currency unit; (f) the
INCOTERMS rule applied. The centralized review xpert records amounts to approximately
1% of twenty thousand daily operations for expdvtere than 99% of these centralized records
have typing errors.
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Box 9.A.1
Detailed operation of SISCOMEX

Between the minimum and maximum parameters fospleeific merchandise: operation pass through.
|

MIDDLE MAXIMUM

—

| >
”~

BLUE = PASS THROUGH

MINIMUM

Outside the minimum and maximum parameters fosgeeific merchandise, BUT within the tolerance nrarthe
system informs the exporter about the possibilftgroor, allowing him to rectify or confirm the iofmation. If he
confirms it, the operation proceeds regularly drelExport Register is flagged for posterior analysi

MINIMUM  MIDDLE  MAXIMUM

» O
BLUE = PASS THROUGH

@

Outside the minimum and maximum parameters fospeeific merchandise AND out of the tolerance martiie
Export Register is centralized in the Secretaridareign Trade (SECEX) for analysis within 24 haudf it has
errors, the exporter receives a message by sysistaiging the instructions to solve them.

MINIMUM MIDDLE MAXIMUM

—

BLUE = PASS wausu
i
!
|

RED = stops for analysis.
98% of these operations
contain typing errors.

The exporter may receive the following alert codes:

(a) M95 (inside tolerance — posterior analysis) or R@&®vious analysis) - Occurrence of low price redato
guantity. Quantity may be higher than correct duganay be lower than correct.

(b) M96 (inside tolerance — posterior analysis) or R&@vious analysis): — Occurrence of high pricated to
guantity. Quantity may be lower than correct oueatay be higher than correct.

(c) M97 (inside tolerance — posterior analysis) or R&évious analysis) — Occurrence of low price elab net
weight. Net weight may be higher than correct duganay be lower than correct.

(d) M98 (inside tolerance — posterior analysis) or R@&@vious analysis) — Occurrence of high pricetegldo net
weight. Net weight may be lower than correct oueainay be higher than correct.

(e) M99 (posterior analysis only) — Operations with F@Bue over one million dollars which receive checkl
confirmation of values.
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Box 9.A.2
Operation the centralized review of export records

The basic methodology is comparative. Most of ert@ppen on filling in the fields of values and mitées (net
weight and supplementary quantity) with the wrohift®f the decimal point, provided, in most cad®gthe U.S.
punctuation criteria adopted by the Central BanBi@izil (decimal point and comma for separatingugands).

The following fields should be checked in sequence:

(a) Framework The identification of the administrative proceduossexports contributes to the solution of som
cases, especially those with very low average psigeh as used material operations.

(b) Incoterms The most used INCOTERMS rule in exports is Fredoard (FOB). When it is not the case, it ca
mean either a higher or a lower price. In any ctmesystem reports the value and unit price alohéing place.
(c) Value (place of shipment and / or operatiofltis problem may mostly be due to typing (decimal)

(d) Currency codeincorrect reporting can occur. For example, aroexo Italy, all values are in euros and the
exporter used the dollar code.

(e) Classification of goods (NCM = MERCOSUR Common Nura¢ure, composed by SH-6 more two addition
digits): Some cases are caused by the wrong classificattitre product, i.e., all information is correctitibhe

NCM code was entered wrong. As the parameter taldectly related to the NCM, the analysis end$aing
made for another product other than the exportertsvi@ export.

() Net weight in kgThe field net weight in kg is responsible for mesrs, caused by the displacement of the
decimal point. In some cases, the exporter refieatsame number of quantity, although sometimissnibt equal
to the net weight in kilograms.

(g) Supplementary Quantityn most of the NCM's, this field does not requicanpletion as the supplementary u
is kg. The error that occurs with some frequendpéssame as for net weight, i.e., typing errommywing the

>

=

decimal place or repetition of the same entry asi& weight when the supplementary quantity ifednt.

2. Continuous and post validation

9.A.6. Continuous validation is executed using managemegarts, which cover the main
daily operations. It is based on the “significaatue principle” and the use of comparative
statistics.

9.A.7. Post validation is executed after the conclusiothefexport operation (shipment),
based on validation reports such as:

(a) Comparison between net weight and value;

(b) Checking of the relation between merchandise lmty for past periods;

(c) Analysis of the Export Registers flagged by yellamd red occurrences.

Annex 9.B. ASYCUDA Data quality assurance, measuneent and reporting — Controls
and reports

1. Existence controls

9.B.1. This type of controls checks whether the data ef¢riat has been declared as
mandatory is really entered. A data element catidotared as mandatory by programming or
through the configuration module. The configuratmadule allows the ASYCUDA user
countries to adapt the data capture of any docutonaheir specific requirements and
circumstances (e.g., a data element could be @ects mandatory in Countéywhile it is
prohibited in Countny).
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2. Data Format controls

9.B.2. This type of controls verifies that the format oétentered data element corresponds to
the format that has been declared during the impieation (e.g. the data element must be a
numeric with three decimals, or a date format). £RNDA supports various data formats (or
data types): numeric (with or without decimals)accters and date.

3. Referential and validity controls

9.B.3. It verifies whether the data element is correcbating to the reference tableto which it
is related. This means that the data element nxistsen the reference table and is valid
according to the defined time period (date of ugf)dThe simple example is the list of (partner)
countries, which also includes its validity.

9.B.4. There are more than 40 reference tables exist, sbthem are the following (this list
is not exhaustive): Importers or Exporters, DecltgaCountries, Customs Procedure Codes,
Terms of Delivery (INCOTERMS), Places of loadingstdharge, Terms of Payments, Mode of
Transport, etc.

9.B.5. Additional information: the Customs Integrated Tfas a particular and complex
reference table allowing the check of the Custoommodity code and other related elements
(e.g. quantity units associated with a specifidfiar

4. Consistency controls

9.B.6. This validation makes sure that:

(a) The use of several data elements is consistenhdegefrom the content of one or more
control tables. This means that a specific datanet¢ must not be only valid per se (as in the
above paragraph) but also in combination of ona degment controlled in another table (e.g.
the mode of transport at border must not only @risihe table of the modes of transports it must
also be authorized for the declared Customs offf@ntry /exit).

(b) The existence of a specific data element is depgrfidom the value of the other data
element (e.g. the quantity unit “number of itemshot mandatory in all cases but if requested
by the tariff commodity code then it becomes manmigat
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5. ASYCUDA statistical reports

9.B.7. In addition to the checks explained above (whiduges during data entry), ASYCUDA
also provides statistical reporting module. Thegmrts are intended to provide a summary or
overview in a specific time period; however they edso be used as validation purposes. As an
example, see below the summary report by commaditie

Commodity Import Export
code
Quantity CIF Value | Number of Quantity FOB Valuge Number of
(in kilos) (national | Stat. units | (jn kilos) (national | Stat.units
currency) currency)

Annex 9.C. Detailed discussion of data items thaiffect statistical discrepancies between
countries and further guidance

9.C.1. Coverage Specific goods or types of transactions may bieek differently, and may

be included in trade statistics by one partnerexgtuded by the other (e.g., leased goods,
military goods, goods imported or exported for fierarepair). Countries usually have different
provisions for treatment of low-value shipmentsjalihmay be excluded from statistics, reported
in less detail or estimated instead of compiled.

9.C.2. Trade systemdf one partner uses the special system of tradetze other the general
system, goods moving between premises for custaamshousing and customs free zones of
those countries will not be accounted for by thentoy using the special system. Where both
countries use the special system of trade, goodsngbdetween customs free zones will not be
recorded by any country and will not affect theipert and import totals. To facilitate
reconciliation, countries should clearly defineitistatistical territories, specifying any partiaul
inclusions and exclusions. For example, Puerto Riabthe United States Virgin Islands are part
of the statistical territory of the United Statdeerefore, exports to/imports from those territerie
should be recorded as trade with the United Statasy reconciliation study involving the

United States.

9.C.3. Timing of recordingMany factors contribute to timing differences;luding the
bringing of shipments to the point from which théernational carrier will depart; warehousing
while waiting for international transport; arrivirgg the point of destination; warehousing while
waiting to clear customs formalities; and the fjliand recording of various documents at
different stages and having them recorded on tbes lod different conventions. For example, in
one country the trade flow may be attributed totime period in which the invoice is received
in the importing country, while another country naribute the transaction to the time period
in which the amounts owed to the customs administrare paid. As a result, a given import
may be recorded as having occurred in a differemthiyear from the corresponding export.
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9.C.4. There may also be differences resulting from repgmractices in the two countries,
such as the deadline for reporting statisticalrmi@tion, the use of summary reporting, the
definition of the reporting period and the procestutor handling late or incorrect records. Such
timing differences can be significant, particulanythe case of monthly data or where the level
of trade in a given commodity has changed extehs{ge that effects of timing differences
between the study period and the preceding andesdatg periods are not equivalent).

9.C.5. Interpretation and application of the commoditysddication All trading countries
have adopted the Harmonized System for commodatssdication. Despite that significant
achievement there are differences in interpretmdyapplying HS, both within the same country
and among different countries. In order to recant#de in particular commodities, an analysis
of uniformity of the HS application is very muchvaéshble. Differences and errors in
classification normally affect only the distributiof the goods among different classes;
however, they may sometimes lead to differencestal trade. The reasons for this include the
use of different threshold values for various cordities so that, depending on where a
particular commodity is classified, it may or mayt be included in the statistics.

9.C.6. Valuation Since exports are normally recorded on an FOB lzaml imports on a CIF
basis, CIF imports would exceed the counterparoexmlue by the value of international
insurance and freight charges even if there weratiner sources of difference. Where such
charges have been included, a negative adjustmemhde to remove them, for comparison to
FOB export values. If the actual freight chargesrat known, estimates may be derived from
unit value differences or other approaches, su¢heaapplication of general CIF/FOB ratios.
The determination of the customs value of impogedds is regulated by the WTO Agreement
on Valuation. IMTS 2010, para 4.4 recommends tbahtries adopt the WTO Agreement on
Customs Valuation as the basis for valuation off tinéernational merchandise trade for
statistical purposes (whether a country is a WT@nber or not) for both imports and exports.

9.C.7. There can also be specific reasons for valuatiffarédnces. In such cases as
charitable/relief shipments, barter trade or reladarty transactions, since products are not
actually bought and sold their value in export angort records can be estimated differently.
The valuation of commodities which have a high merecomponent (e.g., computer software or
repair transactions) may vary considerably andirega detailed knowledge of the partner
country’s practices to develop compensating adjastm

9.C.8. Currency conversion practices may also cause g¢liaoes between one country’s
import value and the counterpart export value,ipalgrly when the exchange rate between the
partners fluctuates rapidly. The use of differimgqedures by the customs services for
converting the values of goods invoiced in foretgmrencies, as well as the procedures used in
the reconciliation for expressing both sets ofistiat in the same currency for comparison
purposes, can also create discrepancies.

9.C.9. Partner country attributionAttribution of imports to the country of origimmd exports
to the country of last known destination can exphaany significant differences between the
statistics of trading partners in cases when gooalge from the country of origin to the country
of destination via third countries. Suppose goodsvproduced in countdy, sold and shipped
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to countryB and afterwards resold and dispatched to couitip such a case, the trade
statistics of countrd will show exports to countr§, but statistics of countr§@ will not attribute
its imports to countr; they will indicate that goods were imported freaountryA.

9.C.10. If countries have different rules of origin, thade flows will be differently recorded
also. Consider the following example. Goods arelpced in countr, imported by country,
undergo certain processing and are exported totgoBnlf countriesA andB have different
rules of origin, the processed goods dispatched frountryA to countryB may be considered
(in countryA) as a domestic export to counByut as an import from countyin countryB (if
the rules of origin adopted by counBydo not recognize that processing in coutiys origin-
conferring). The reverse situation may arise ifrdopA does not consider processing as origin-
conferring and does not include those goods iexfsorts (e.g., it may treat them as goods for
temporary admission and dispatch) while couBttyeats the same processing as a substantial
transformation and records such goods as impants éountryA. Those examples illustrate the
necessity of developing harmonized rules of origin.

9.C.11. Partner attribution in the case of re-exports amdimports Consider the case of goods
originating in countny, exported, and returning to coungkyfrom countryB without being
substantially transformed while abroad. Some caeestecord such goods as re-imports from
countryB, while others treat them as imports from themsel\rethe latter case, there would be
a discrepancy between exports of coulny countryA, which would include those goods, and
imports of countnA from countryB, which would not.

9.C.12. “Through trade” operations With the lowering of tariffs, “through trade” ofions
are increasingly taking place. That is, goods ammeed from country to countryB but are
shipped through counti@. Instead of being declared in transit, they aated for home use in
countryC and then re-exported to counBylf the exporter in countr has properly reported
the country of final destination (countB), such a practice will create a discrepancy betvike
export data of countrx and the import data of count@; as well as in the export data of
countryC and the import data of countBy As more and more tariffs are reduced or elimithate
that reason for discrepancy in trade statistié&kéty to increase.

9.C.13. In some cases, the country of destination may ednown at the time of export. For
some products shipped by vessel, such as petradadrsome chemicals, the ship may sail
before the goods are sold and be directed to tia¢ diestination en route. In reconciliation, those
kinds of transactions should be identified andtthde flows followed through with exporters to
identify final destination.

9.C.14. Confidentiality The application of confidentiality on partneracmmmodity level
automatically generates reporting asymmetries, vbiould be taken into account during
reconciliation studies.

9.C.15. Other sources of discrepandy considerable discrepancy between import anaexp
statistics may exist since import documentatiomasmally more complete than export
documentation. Differences in data-collection pchoes may also noticeably contribute to data
divergences (e.g., export statistics compiled usamgpling techniques might be quite different
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from imports data derived from customs recordspdRiéng errors may in some instances
seriously affect the comparability of data setsvall. Another source of discrepancies can be
simplified reporting under which not all data iteare provided.

9.C.16. Adjustments to data to achieve mutually agreedddrade figuresThe preparation of
analytical tabulations comparing import and exjpiatia for various groupings and at various
levels of details helps to identify and assesdltparities. Once the analytical tables are
completed, a series of adjustments may be appiatign data as closely as possible. There are
three broad categories of adjustment: (a) systemadfustments affecting all products in a
detectable way (e.g., inclusion of the cost ofgitiand insurance, and differences in timing); (b)
known adjustments, which are needed at all timésitmumore difficult to track and may affect
only selected commodities when countries recordmspof special commodities separately and
do not include them in regular official statist{®wever, those amounts must be incorporated to
balance the trade for the relevant commodity greug., trade in military aircraft should be
included in total trade in aircraft); and (c) ircggr adjustments, that is, adjustments which may
change over time (e.g., coding and processing®rrAdjustments may be based on
supplementary information or derived by a seriesstimates.

9.C.17. Depending on the reconciliation methodology anaedores agreed upon, adjustments
are applied at either high-level aggregates oriléetaroduct levels. Adjustments at high-level
aggregates include adjustments for difference®mmodity coverage and trade system
definition; varying procedures of valuation, insuca and freight, and timing; and under-
reporting; country definition; indirect trade, reperts and re-imports. In some cases, it may be
necessary to investigate discrepancies in tramsaldvel data and make use of information
supplied by declarants, trade associations ana gtheernment agencies or obtained by means
of special investigations.139 Classification adjustts may also be applicable, especially if
items shown in chapters 98 and 99 of HS are nadded in the total trade. In such cases, they
should be distributed at least to the chapter lamdl investigated for possible reclassification
and inclusion. There may be cases where discregmace identified but remain unresolved
because it is difficult to establish which data ex@re reliable for adjustment purposes without
involving unreasonable amounts of time and resau@epending upon the information
available, it may or may not be possible to estanthé effect of every identified difference and
agree on an appropriate adjustment. Difficultiethepreparation of adjustments may lead to
further reconciliation activities, such as analyfishe differences at a more detailed commodity
level and calculation of the residual adjustmeetefired to as “other”) by subtracting the
adjusted export value from the agreed-upon adjustedrt value.

9.C.18. Conclusions of the reconciliation studyhe partners must decide at what point to
consider the study to be “done”. They must alsad#eliow to present the results— whether to
compute a “reconciled” value for each directiorirafle or simply to present an explanation of
why the two data sets differ. The reconciliatiomdst may be concluded by a summary statement
of its major results and a set of annexes detadpegific findings. It is unlikely that all

significant discrepancies can be resolved. Althowgglonciliations between partner countries are
usually unique for each set of countries, commawl&iof major adjustments have typically been
applied to arrive at reconciled trade flows.
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Annex 9.D. Conduct of reconciliation studies — thexperience of Brazil

9.D.1. Inthe experience of Brazil, divergences in bilatérade statistics can be caused by
differences in coverage, different methods forttkatment of certain goods (e.g. military goods,
ship’s stores, confidential data), value increasestermediary countries, differences in
classification of goods, time lags in reportingfaetiences in valuation, including CIF/FOB
differences, currency conversion, methods of paitoantry attribution, and trade via third
country intermediaries. Although such divergencey ive substantially reduced by the adoption
of the concepts and definitions recommended inNHtES 2010, they may also originate from
variations in data sources, reporting errors, srioidata collection or in the processing and
forwarding of results, the use of fraudulent docota®r the inability of traders to furnish
accurate information. Therefore a certain amoumioof-comparability will remain.

9.D.2. Brazil has participated in several Statistical Hanmzation Groups within the

framework of bilateral trade and investment negiaties, with the aim to improve the quality of
statistical data for national purposes and to pl®viegotiators with trade figures that are
accepted by both countries. In particular, statiharmonization aims to discover the causes of
the numerous discrepancies and to recommend degexitions through the application of
homogeneous and more compatible methodologies. \Waéa negotiations start, Brazil
proposes the establishment of a Working Group atisit Harmonization (WGSH), composed
by specialists responsible for statistical producin both countries in order to enable the
exchange of data and the analysis of existing damees. In some cases, Brazil also proposes to
exchange information on methods of data qualitytroband dissemination

9.D.3. Normally, more than two meetings are necessarg.first meeting, the experts from
both countries establish the work methodology agfthd the data to be exchanged for further
bilateral analysis. This meeting is also usefidgoee on the layout of the filésthe agenda and
the schedule for exchanging data, in order to cete@ statistical harmonization between the
two countries or, at least, to identify the causfedifferences and propose solutions to reduce
them. In a second meeting, the focus is on theyaisabf the flows that present the biggest
divergences. In a third meeting, the study is ceteal with the analysis of the other flows and a
document is prepared by both countries with themctusions.

9.D.4. Initially, data are exchanged for the previous ¢hyears and the available months of
the current year. Later, the analysis is compleetentith the remaining monthly data at the
greatest possible detail. To facilitate the excleamigdata, the Secretariat of Foreign Trade
(MDIC/SECEX) creates mechanisms for the electrtnainsfer of data in ASCII format
according to an agreed layout (via File Transfetdtol - FTP), granting access to the
representatives of the partner country to uploatidownload files. After the initial exchange of
files, each month’s data are exchanged by the @ytof the following month.

91 The files always include the following variabl®eporting country, trade flow (exports or impdrteference
year, reference month, partner country (last knoaumtry of destination for exports, country of amigpr imports),
country of consignment (for imports only), commgdibde (HS at the 6-digit or 8-digit level), suppkentary
guantity, supplementary quantity unit of measurengede, net weight (in kg), FOB value (in US ddlar
insurance (in US dollars, only for imports), freligim US dollars, only for imports).
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9.D.5. Working Groups on Statistic Harmonization (WGSH) eharacterized by the
following aspects:

(a) Confidential data are not exchanged. The data exgthare used only for the purposes
of the WGSH and are not transferred to other estibr government agencies. Further
publication of these data requires the prior wnittensent of the other party and an appropriate
reference in the text of the publication.

(b) The parties exchange information on the methodofogprocessing adopted by each
country. The statistical reconciliation demandsatieption of the same methodologies for the
generation of data, with the exclusion of thoseeatspwhich, for operational reasons, cannot be
adopted by the parties.

(c) If both parties adopt IMTS 2010, the concepts agfthdions which may have more than
one interpretation are prioritized for the bilatexaalysis of data divergence. Indeed, some of the
discrepancies result from different uses of thesemmendations, based on different
interpretations.

9.D.6. To identify data differences and their causes W&SH usually follows the steps
below.

Step 1 -An initial comparison is done at the 2-digit lee¢IHS (chapters), considering always
more than one year.

Step 2- After identifying the differences at the 2-ditgtel, the analysis is expanded to a greater
detail (4-digit, 6-digit, or if possible, 8-digievel), even if there are differences in the
tables of commodity codes.

Step 3- The WGSH then checks whether the various diffees within the same positions at the
4-digit or 6-digit levels compensate each othexylimich case the problem would lie on
the different classification of goods for the sagneup of products. Moreover, the
WGSH checks if differences in tariffs may inducenganies to classify products in
codes that represent payment of lower duties.

Step 4- The WGSH also checks whether differences congieresach other across years and
months. In that case, the problem is the time gikteation, mainly on imports under the
special trade system. Many factors may contribifferénces in time of recording,
including the characteristics of the products tcaamtrepot of time, distance between
countries and type of transport, as well as diffeeglministrative and customs
procedures (see Chapter 12 for further details¢. WGSH evaluates the distance
between the two countries, the predominant typgr@duct and the more frequently
used type of transport. Averages of differencesbafut 4% are considered normal.

Step 5- WGSH examines if the persistent divergence®fvalues or quantities. If the
guantities are similar, there may be a problemnofes-valuation or over-valuation of
goods and it becomes a fiscal problem. In thesescélse WGSH checks the original
records of each country relating to the same op&rstin this specific case, it is very
important that the technicians who are making gm@nonization have unrestricted
access to all data of the operations of exportigpbrt, in sufficient detail to allow
clear identification of the cause of divergenceah# values are similar, but the quantities
not, there may be differences related the unitatfsical quantity adopt by each
country. The use of different units for the samedpict generates significant distortions
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and it is, in most cases, part of differences a@rdities. This happens a lot in the cases
of error or different classifications for the sapreduct.

Step 6- Other aspects to be considered by the WGSHhareftects of indirect trade and the
criteria adopted for the registration of the pari@untry. The values and quantities of
imports whose origin are not equal to the countrgrigin—except the known cases of
free deposits that some countries have in othemtcd@s—must be excluded from the
analysis. For instance, when the partner countayneember of European Union, the
“Rotterdam effect” may cause significant divergence

Step 7- When the compared data have not the same vah#tie WGSH checks the
characteristics of the goods sold and the averagieof freight and insurance. Those
aspects mean, in some cases, differences of 008t When it comes to primary
products (soybeans, iron ore, etc.). In the aveohgedustrialized products, the costs of
freight and insurance, representing the differdoetereen FOB and CIF, is between 8%
and 10% of the cost of goods. To conciliate theis iitecessary that both countries
make available import and export data on a FOBsbasithe finest level of detall
possible. In Brazil, the totality of foreign tradtistic is valued on FOB basis.

9.D.7. There are other causes of divergences, like coeeteayle system and method of
currency conversion, which must be examined acogrthie IMTS 2010. In this matter, special
attention is given to transactions in products kergy, board consumption, airplanes, ships,
etc, or when countries has special customs regimgsur territory.

9.D.8. The most advanced WGSH already resulted in sigmifibenefits for the quality of
statistics produced in both countries. Some suggesfor correction are implemented
immediately by the authorities entrusted with ttagistical production, such as issues related to
coverage and valuation. Other questions have alfisture, for example, differences in goods
classification and under-invoicing not caused byhwoedological differences. In those cases,
reports are sent to customs agencies identifyingrablems found for each item in the customs
nomenclature of the two countries for them to tagpropriate action.

9.D.9. After the implementation of corrective measures,dhta exchange and the statistical
monitoring of bilateral trade is continued.
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Chapter 10 Data compilation in the case of customsion

10.1. Introduction This chapter describes briefly the variety abBrg customs unions,
concentrating on the implications for trade datidection and compilation. Practices in
organizing data collection mechanisms under varainesimstances are identified. Attention is
given to the cooperation of the member states stiocns unions to facilitate timely compilation
and dissemination of comparable data on intra-uarmmhextra-union trade. Also further
possibilities of multi-country data exchanges asewssed. This chapter is linked to chapter 7,
which discusses the data compilation from diffeemnirces, as well as to chapter 9, section C
which contains information regarding reconciliat&tndies, cross country comparability and
bilateral data exchanges.

A. Main types of customs unions and their implicatins for trade data compilers

1. European Union: Customs unions as a single marke

10.2. From a tariff union to a single markefhe European Union started in 1968 as a tariff
union that abolished all customs duties on tradeden its Member States. The new export
opportunities gave a boost to the economies oMbmmber States. Between 1958 and 1972 intra-
Community trade increased by a factor of nine,ilegtb market optimism and investment
growth in the Community. However, free circulatimingoods within the Community was still

not a reality. Numerous customs border formalitvese in existence. Before 1993, all trucks
were still stopped at the internal Community bosder clearance and inspection.

10.3. Single marketThe European Union formally became a single ntaovkel January 1993,
when the physical frontiers and almost all custehecks at the internal borders were removed
for the free movement of goods between member Stei@vever, the abolishment of the
physical barriers for the free movement of goodsl (j@ersons) is only one aspect of the
establishment of a single market. Also technicatibes such as different product standards etc.
and barriers related to taxation need to be adelde®ssestablish a single market for goods and
services. The single market of the European Uniors &0 establish and ensure the four basic
freedorglzs: free circulation of goods, persons, sess/and capital in a frontier-free internal
market:

Box 10.1
Definition of customs union, free trade zone and eomon market®®

A customs (or tariff) union is a trade agreemenwimch a group of countries charges a common sktriffs to the
rest of the world while granting free trade amadmgnselves. It is a partial form of economic intéigrathat offers
an intermediate step between free-trade zones lvatiow mutual free trade but lack a common tasyftem) and
common [or single] markets (which, in addition be tommon tariffs, also allow free movement of teses such
as capital and labour between member countriefeeitrade zone with common tariffs is a customsmuBy
definition, a country cannot be member of two costainion. Some trade agreements might be refesrad t
customs union without complying with the above digifon.

92 For more information, please d&grope in 12 lessonby Pascal Fontaine, October 2006, Chapter 6g18in
Market”, available from http://europa.eu/abc/12tesgindex_en.htm.
93 See http://www.britannica.com/
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Box 10.2
Definition of customs union by WCO*

Customs Union: Entity forming a Customs territogplacing two or more territories and having inulismate state
the following characteristics:

- a common Customs tariff and a common or harmanizestoms legislation for the application of threatft;

- the absence of any Customs duties and chargésgheguivalent effect in trade between the coustfi@ming the
Customs Union in products originating entirely im$e countries or in products of other countriegapect of
which import formalities have been complied witlda@ustoms duties and charges having equivalenttdifere
been levied or guaranteed and if they have notfiteddrom a total or partial drawback of such dstand charges
- the elimination of restrictive regulations of comarce within the Customs Union.

10.4. Need for new data sourgeThe disappearance of customs records, a comysigbeand
very closely controlled source of information maideecessary to implement new fiscal,
statistical and other systems to control or docurgends crossing the internal borders. This led
also to the creation of Intrastat a specific data collection system for intra-E&te statistics..

10.5. Characteristics of Intrastat-rom the outset, the main characteristics oinbrastat
system have been:

(a) direct collection of information from consigneeslaronsignors of goods, who have to
send the relevant statistical authority a summtatement of transactions for each month;

(b) a close link with the VAT system relating to inted} trade; in particular the definition of
providers of statistical information, the referepegiod and the value in line with the VAT
system allow to verify the completeness of the datkected and to make adjustments for non-
reported trade;

(c) a maximum reduction of the workload on businesgasidans of a system of exemption
or simplification thresholds.

10.6. Intrastat survey and the link with the VAT systbmrastat is not the same as a typical
business survey in which data from a small fractbthe population of enterprises is collected.

It is similar to a system based on administrati@&adwhich collects nearly all relevant
observations. Only a minor part of trade (in teohsalue) is not collected bipitrastat.

Specifically, Member States have implemented astiukel system that allows intra-EU traders
not to report on their transactions or to proviekes|detailed information on condition that their
total trade value does not exceed a certain andunrig the previous or present calendar year.
To assure sufficient coverage the exemption thildsset in each Member State has to guarantee
that at least 97 per cent of a Member State's valak of dispatches and 95 per cent of a
Member State's total value of arrivals (which isasw@ed based on VAT declarations) is directly
collected. The remaining part is estimated on @sof values declared for fiscal purposes. The
exempted 3/5 percent in value consists of abo@Percent of VAT registered traders in the
European Union who trade between the Member States.

94 See World Customs Organization, Glossary ofiatigonal Customs Terms, October 2011.

95 It is necessary to make distinction betweerabtait and intra-EU trade statistics. Intrastatrsetie a data
collection system covering movements of Commundgds between Member States if such movements ére no
declared on customs declaration. Intra-EU tradiistitss merge information from Intrastat declaraipcustoms
declarations and additional sources for specifieenaents and not reported trade (estimation).
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10.7. About half a million companies in Europe are obdige provide information on intra-EU
goods transactions. Each month they have to dedtarstatistical purposes, their goods
deliveries to and from other Member States. Thechrrdise has to be specified according to a
commodity classification that contains about 10,608es (Combined Nomenclature), and for
each goods item the value and quantity informatiave to be provided. For all trade operators
involved, Intrastat meant a lighter workload congabwith the previous system (before 1993
based on customs declaration), but the introduafdntrastat made the statistical reporting
burden apparent. Therefore Intrastat has beendubjsignificant efforts to decrease the
reporting burden for trade operators. Only a redutzda set (eight data elements) compared
with customs data is now required for the EU pugsoshe threshold system was expanded to
exempt a larger number of enterprises, the numbeomenclature headings was reduced, and
several simplified reporting measures were intredudn addition, the EU and its Member
States invested in the development of modern eleictidata collection and validation tools
which facilitate considerably the reporting reqdifer Intrastat.

10.8. Institutional arrangements and data harmonizati®o ensure coordination in terms of
content, time and method, the EU statistics redatiinthe trading of goods between Member
States are based on European Union legislation eideryaccording to the principle of
subsidiarity, the Intrastat legislation allows MesnlStates to choose, to a large extent, their
method of implementing Intrastat. The legislatismiscussed with countries and countries have
to provide their information to Eurostat accordinghese requirements which are also referred
to as EU concepiThe legislation also includes measures such aguarequality reporting.
Compilation and all other relevant issues are @tyiliscussed between Eurostat and the
Member states. Based on these discussions Eupostatles guidance on the overall

compilation and specific compilation issues taMismber States.

10.9. Community vs. national conceft some instances the EU concept diverges fram th
international recommendations. However, many Menstates simultaneously compile their
data according to the so called national concejptiwis usually more in line with the
international recommendations. The principal déferes between the EU concept and national
concepts are as follows: (a) Breakdown by partoentry: For arrivals, certain Member States
record the country of origin as the partner countriyereas the Member State of consignment
appears in the EU statistics relating to the sarmeements; (b) Treatment of goods in transit:
Some Member States do not record goods, whichdbesgider to be “in transit” in their national
figures. This involves, first, imports from non-mieen countries that are cleared in these
Member States before being dispatched to other Me@tates and, secondly, goods from other
Member States that are immediately re-exportedbtemember countries. These flows are
included in the EU statistics under intra- or etad trade, as appropriate. This phenomenon is
sometimes referred to as the “Rotterdam effé&(t) General trade: Some Member State
compile extra-EU trade statistics according to gaineade system while the EU concept is
based on special trade (relax definitiéh).

96 SedMTS Supplement to the Compilers Man4l08, para. 6.41.
97 For more information see Euros@tjality Report on International Trade in Goods St#ts
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10.10. Challenges of merchandise trade statistics in theogean UnionTrade statisticians
within the European Union aim to gain additiondbimation from existing data collections
without any additional burden on respondents, aafpg@im to gain information relevant for the
analyses of globalization. This is a challenge wgitree policy to minimize at the same time the
burden on respondents. A long running quality camoé the Intrastat system has been
asymmetries in partner reporting. Regarding theptation of extra-EU trade a main challenge
is the implementation of a modernized customs @duieh among other things enables the
implementation of centralised customs clearance lfgéow for more details).

2. Customs unions of developing and transitionahtdes

10.11. The Southern African Customs Union (SABUJhis customs union consists of
Botswana, Lesotho, Namibia, South Africa, and Slaadi. The SACU Secretariat is located in
Windhoek, Namibia. SACU was established in 191&kinait the world’s oldest Customs
Union. Historically SACU was administered by Soédfinica, through the 1910 and 1969
Agreements. The customs union collected dutie®oal production and customs duties on
members’ imports from outside SACU, and the resgltevenue was allocated to member
countries in quarterly instalments utilizing a reue-sharing formula. Negotiations to reform the
1969 Agreement started in 1994, and a new agreenwansigned in 2002. The new
arrangement was ratified by SACU Heads of State. H¢onomic structure of the Union links
the Member States by a single tariff and no custdaties between them. The Member States
form a single customs territory in which tariffscaother barriers are eliminated on substantially
all the trade between the Member States for predurgginating in these countries; and there is a
common external tariff that applies to non memlo¢ISACU.

10.12. Common Market for Eastern and Southern Africa (CGMIEThe objective of the
cooperation in trade, customs and monetary affaits achieve a fully integrated, internationally
competitive and unified single economic space witkthich goods, services, capital and labor
are able to move freely across national fronflEBOMESA has a strong statistical program in
support of these goals. The overall objectivesisf program are to harmonize and improve the
production of statistics and to improve capaciéieboth national and regional levels to
undertake trade policy impact assessments, witlclmaardise trade statistics as one of the focal
areas. A main activity of COMESA for trade statistis the installation and support (including
training) of the Eurotrace software which has biestalled in most member states and which is
instrumental in data harmonization. COMESA alsopeo “Rules and Regulations for
Compilation of International Merchandise Trade iStats (IMTS) in the COMESA Region”
which came into force in 2010 and which aim atuhd&orm application of the IMTS concepts
and definitions as contained in IMTS 2010.

98 For more information on SACU, please visit trebsite http://www.sacu.int/index.php

99 The following 19 countries are members of COMEB#Arundi, Comoros, Democratic Republic of the Gmng
Djibouti, Egypt, Eritrea, Ethiopia, Kenya, Libyarrab Jamahiriya, Madagascar, Malawi, Mauritius, Rad&n
Seychelles, Sudan, Swaziland, Uganda, Zambia antiatiwe. For more information on the goals and #iets/of
COMESA please go to http://www.comesa.int/.
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10.13. Association of Southeast Asian Nations (ASEANg. member countries of ASEAN
agreed to establish an ASEAN Community by 28P®ne of the pillars is the ASEAN
Economic Community (AEC) which entails the creatidra single market and production base
with a free flow of goods. However, free flow ofagts would require not only zero tariffs but
the removal of non-tariff barriers as well. Anotmeajor component that would support the free
flow of goods is trade facilitation measures suslinéegrating customs procedures, establishing
the ASEAN Single Window, continuously enhancing @@mmon Effective Preferential Tariffs
(CEPT), Rules of Origin including its Operationar@fication Procedures, and harmonizing
standards and conformance proceddfeés.

10.14. ASEAN harmonization of trade statistfésThe above requirements lead to activities for
the harmonization of trade statistics within ASEAMN EU-ASEAN Statistical Capacity

Building (EASCAB) Programme will implement two pilprojects in 2011 and 2012 — IMTS

and SITS/FDIS. The purpose of the IMTS pilot projedwo-fold: First, it shall help to
implement a reliable and timely IMTS data transmissdata production and data dissemination
process at the ASEAN Secretariat, which can bentaker and continued by ASEAN Stats.
Second, the active data handling and processirignitiie pilot project shall help to improve the
guality of IMTS on ASEAN level by identifying metdological and other quality-related issues
currently still preventing the proper regional hamzation of data. As of October 2011, the
technical assistance team has completed the dat&ioky, loading and processing of all the 10
countries, produced Q1 and Q2 2010 publicationvailidinalize Q3 and Q4 by end of 2011. It
has also started processing the Q1 and Q2 201kestarhe data comprise figures of the
ASEAN member states covering trade within the ASE&bion as well as with the rest of the
world. The data has been processed accordingtASEAN Harmonized Tariff Nomenclature
(AHTN) commodity classification up to the detail@ght digits as far as the member states were
able to provide such data. The model publicatidhfinally evolve into a quarterly periodical

on ASEAN Trade Statistics, being regularly publiwy the ASEAN Secretariat. By 2012, the
EASCAB Technical Assistance Team shall hand ovedMilT'S production process to the
ASEAN Stats (Referenc&ASCAB Quatrterly).

10.15. Customs Union between Belarus, Kazakhstan, Rudsid July 2011 Belarus,
Kazakhstan and Russia lifted the customs contretiwden their countries as part of their
customs union agreement. This means that informatiotrade between the member countries is
not available from customs declarations anymorethatdadditional sources of data have to be
used.

100 The following ten countries are members of ASEBrunei Darussalam, Cambodia, Indonesia, Lao R&op
Democratic Republic, Malaysia, Myanmar, the Philigs, Singapore, Thailand and Viet Nam. For more
information, please go to http://www.asean.org/abASEAN.html.

101 See ASEAN Economic Community Blueprint, ASEABL&tariat, 2008, p. 6.

102 The ASEAN Framework of Cooperation in Stats{i&FCS) was adopted by the ASEAN Heads of Stasibti
Offices Meeting (AHSOM) on 19 October 2010. Theml objective of AFCS is to strengthen the orgational
framework and statistical capacity of ASEAN towarttie establishment of an ASEAN Community Statistica
System (ACSS) by 2015. The mission of the ACSI® fgrovide relevant, timely and comparable ASEAA&tistics
in support of evidence based policy and decisiokingaand enhance the statistical capacity of thenkler States
and ASEAN Secretariat. In strengthening ASEAN stit$, among others, priority is given to the depetent and
harmonization in four areas of regional statisticNlational Accounts, International Merchandise BdtVT),
relevant components of International Trade in Sewi(ITS) and Foreign Direct Investment (FDI). Refiee:
Strategic Plan for the Establishment of the ASEAR@unity Statistical System (ACSS) 2011 — 2015
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Box 10.3
Example of the Customs Union between Belarus, Kazaktan, the Russian Federation

The Republic of Belarus, Kazakhstan and the Ruds@teration signed on 6 October 2007 a treaty kstalg a
single customs territory and the formation of CasddJnion with the main objectives of ensuring fre@vement of
goods in mutual trade, the creation of favorabledions for foreign trade cooperation with thirduntries and the
further development of economic integration betwenmember states. The Customs Code of the Custiomos
and the Common Customs Tariff came into force dmlg 2010 and on July 1, 2011 after the abolitibalbforms
of customs control at internal borders of the ConstdJnion became fully functional. On 18 Novembed P
member states signed the Declaration of the Eurastanomic integration, which involves launchinggimning
from January 1, 2012, of a single economic spawé by January 1, 2015 creation of a Eurasian Union.

The plan of action for the formation of Customs &imbf Belarus, Kazakhstan and the Russian Fedar
has identified the organization and conduct of ifprdrade and bilateral trade statistics of thet@us Union as 3
priority activity. The major objectives of the aattion and dissemination of statistical data omifpr and mutua
trade were identified as follows:

(a) To ensure full and accurate recording of datdarade between the member states and on tradethiith
countries;

(b) To analyze structure and dynamics of trade glow

(c) To provide to the Customs Union governing bedand all stakeholders the information needed

decision-making in trade policy, customs tariff aadff regulation.

The agreements on the compilation of foreign trstdéistics in general and on the compilation odteital
trade statistics as well as on the data transfahdéonewly created Center for Statistics at thet@us Union
Commission were adopted and are being implemented. unified methodology of external trade statsstind
statistics of bilateral trade between the Custom®imembers were prepared and approved.

The emergence of the Customs Union of Belarus, ktestan and the Russian Federation has set befo
member states a complex task of collecting stasiktilata on international trade as the customsrdscare no
longer available for this purpose. In order to eastollection of the necessary data, the membéesstegreed tg
designate an agency which will be responsible étlecting data on international trade and whichudti@evelop an
action plan for the organization of statistical @stion of the mutual trade. It is expected thagda on the lates
available annual customs data a set of potentiglomdents will be determined. For this purposéotns data on
exporters of goods to countries that will enteoiatcustoms union, and importers of goods fromettomsintries will
be used. In order to establish an effective corfotlata, a database will be established detailiage by the
commaodity nomenclature codes, including averagethipiguantity and value data on exports and impofigoods
from countries that enter the customs union, arddinges of possible unit values for these comieadilso, it is
planned to disseminate as widely as possible arttemgpotential respondents the information aboutpingoses
and timing of the introduction of a new statisticalrvey, frequency of reporting, and methodologydata
compilation,

There are plans to consider developing new (orsesl)i legislation to establish the responsibilify
respondents for failure to submit the requested dafor the submission of incorrect data and résponsibility of
the tax authority to transfer (on a periodic basisthe authorized statistical body the informatiecessary for th
compilation of trade statistics. Availability offormation from tax authorities will allow the respsible agency td
organize its work more effectively including thestablishing and periodical updating the survesn&and defining
the thresholds for exemption from the reporting

The member states, in particular, the Republic efaBis, already have accumulated some pos
experience of conducting such surveys, which prewid good basis for future work. However, it shdwddnoted

that despite all the undertaken efforts the stasiif bilateral trade between the member-statéseotustoms union
compiled by means of enterprise surveys will nobbthe same quality as trade statistics basedistoms records|.

The data users will be properly informed about quality issues so that they will be in a betterifpms to adjust to
the foreseen changes.
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10.16. Other customs and economic uniohBere are many other regional agreements that aim
at the promotion of economic integration and coapen among its members and with the goal
to create a common markéf However, a customs union which is a critical siéforming a
common market entails the harmonization of extetandfs and the removal of all tariffs on
internal trade. Also, all non tariff barriers teetfree movement of goods would need to be
gradually removed. Because of the need to giveants jpof the national sovereignty and because
of the many consequences and required work prodgrappears unlikely that there will be a
rapid formation of additional customs unions arothelworld. Even in cases where countries
enter a customs union it is likely that customstias will remain in place for security and other
reasons. Instead, countries will seek other forfreconomic integration such as regional trade
agreements that will rely on customs controls lh@irtenforcement.

B. Current challenges and good practices in the oemization of data compilation

10.17. Statistical work programme in preparation of a @ms unionThe experiences of the
European Union, SACU, COMESA and ASEAN indicate tha preparation for a customs
union requires at least the adoption of an unifaomenclature of goods, uniform rules of
origin, uniform customs valuation and uniform apation of certain custom procedures to allow
for the uniform application for external tariffs lfweh are by many countries applied on a more
detailed than the six digit HS level). Also, thardication of the customs territory (and
accordingly the statistical territory) appear todmeessential requirement as all members need to
be aware of what territories are included and nduded in the customs union. The
harmonization of other elements relevant for datamilation such as coverage, trade system,
detailed customs procedures, partner country attab, quality assurance etc. might depend on
the requirements and use of the data compiled bgitdes. The establishment of a central
statistical body which is in charge of the abowsks$ais important and a good practice in order to
provide high quality extra- and intra trade statstequired for the effective functioning of a
customs union.

10.18. Loss of customs information on intra-union tradibe abolition of customs controls
within a customs union means that no customs reowiltibe available for the compilation of
information on trade between members of a custammuPossible data sources are
administrative records which might be availablenfraxation (value added or sales tax) or from
surveys of exporters and importers. In most coestithe overwhelming majority of exports are
conducted by mid- or large size enterprises whiaghirbe very limited in number which might
be relatively easily surveyed; while the importseftain goods might be equally concentrated
(i.e. by national importer, retailer, wholesales)irrcreasing part of imports might result from
direct transaction between consumers and inteet@ilers which arrange for a direct shipment
to the individual consumer. In such situation tm@lementation of surveys might be more
difficult and costly.

103 See, for example: Cooperation Council for thebAStates of the Gulf (GCC) (http://www.gcc-
sg.org/eng/index.htrjilin 2010, six GCC countries agreed to postpodedision on establishing a single customs
union for a few more years; the Arab Customs Unias announced at the Arab League's 2009 Arab Edoraord
Social Development Summit in Kuwait; the goal isthieve a functional customs union by 2015 andrab
common market by 2020;
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10.19. Challenges for the compilation of extra-union trattethe European Union, which is the
most developed customs union, the statistical claitaction remained under the responsibility of
the individual Member States. Statistics on extr@mi trade is therefore a combination of the
national statistics of all member countries. Inesrtb be able to combine the statistics of the
members into reliable extra-union statistics nesessary that the national statistics fulfil a
certain quality standard and are sufficiently hamimed which can constitute a major challenge
due to the different circumstances in countries.

C. Longer term strategies

10.20. Determination of long term data requiremer@suntries within a customs union and the
customs union itself need to decide what infornratia trade transactions between its member
countries are required(intra-union trade) and hest o fulfil the data requirements for extra-
union trade in light of the need to facilitate gatHowever, all decisions should be compatible
with the international recommendations for merchsmtrade statistics and allow countries to
compile their trade statistics according to thasmmmendations.

10.21. Strategy and challenges regarding intra-union traldethe European Union the
requirements for intra-union trade statistics wera certain degree mirrored after the
requirements for extra-union trade which allowsame extend to have exactly the same
statistics on national level as before the customsn was established. There might be several
problems with such approach. Customs records doewsssarily provide a benchmark for the
information requirements, non customs sourcesngler provide the same set of information as
customs records and maybe most important, to reginnilar or same information from non-
customs sources as from customs records (i.etnrstef commodity detail) puts significant
burden on the data compilation and data providargfra-union trade statistics. The
development of an intra-union trade data compifatigstem needs to take into account the data
requirements on national and customs-union leliel aivailability of data sources, the burden on
respondents and the compilation system, but atsonational comparability.

10.22. Strategy and challenges regarding the compilatibextra union trade statistics in case
of customs modernizatioBnterprises within a customs union might have ifiées for

production and distribution of their goods in s@@ountries of the customs union. In order to
facilitate their trade the European Union agreedlitow a centralized custom clearance. This
means that the declaration of goods can take jphagely one country while the actual physical
clearance can take place in any county of the oustnion. Countries and statistical offices
would need to rely on an exchange of customs deabdaus/ information in order to obtain
information regarding their trade with countriegside the custom union unless additional
information systems or sources are used. (see.dd&b and 10.26 below).
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D. Further possibilities in multi-country data exchanges

10.23. Possibilities of multi country exchanges and useofor data. Trading partner can
agree not to compile export information but to aggl it with the import information compiled
by the trading partner, as the information on inp@ considered more reliable (USA-Canada
data exchange — see para. 9.46). A country costaitirely refrain from compiling export and
import information for a trading partner and inst@alopts the partner’s export and import data
as its imports and export with this trading partmfethis would provide the best available data.
Many further variations of mutually beneficial daechanges and use of mirror data can be
developed and implemented. However, it needs tabefully considered whether such data
exchanges constitute best or desirable practisabeadifferences in mirror statistics are a major
guality concern (see Chapter 9, section C). Ontcpéar concern is the case of multi country
data exchanges is the risk of double counting.

10.24. Data exchanges between members of a customs. unithre case of a customs union
additional possibilities of multi-country data eariges exist and could be used in the future. For
example, the implementation of a centralised custoearance for extra-union trade within the
European Union requires the systematic data exehbetyveen countries since all Member
States' customs administration act as one admatimtrwithin a single market. Regarding intra-
union trade it could be imagined that the requirddrmation is partially (i.e. for specific
commaodities such as oil and gas) or entirely coetgpdentrally on the union level and not on
country level.

10.25. Example of théeuropean Union: Single Authorization (SA), Singleh®risation for
simplified procedures (SASP) and Centralized CustGiearance (CCC)Single Authorisation

is an actually applied customs scheme, in whichwhorisation is granted by customs in one
Member State (the Supervising Member State) pangith all participating Member States
especially the use of customs procedures with enanimpact (CPEI}** Where an
authorisations covers the use of the simplifiedatation procedure (SDP) or the local clearance
procedure (LCP) it is referred to as SASP. Suchuhorisation is a trade facilitation measure
that allows an economic operator to conduct hisorns business from the Member State where
he is established, irrespective of the Member Stewehich the goods are located at the time of
their release. It is expected that a wider useASB will pave the way for the implementation of
CCC, a future standard procedure under the EU'sekhiged Customs Code. CCC will
systematically allow economic operators to cergeadind integrate accounting, logistics and
distribution functions with consequent savingsdménistrative and transaction costs, thus
providing a genuine simplificatioft>

104 The term ‘customs procedure with economic irtipadefined in the EU Customs Code and it is usti®d as
applying to the following arrangements: customsahausing, inward processing, processing under mssto
control, temporary importation and outward proaggsi

105 See website of the European Commission at/eitpeuropa.eu/taxation_customs/customs/procedagpécts
/general/centralised_clearance/index_en.htm.
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10.26. Implications for trade statisticSASP and the future CCC make it necessary toiredef
the importing and exporting Member State for stigti$ purposes because the place where the
customs declarations is available is disassociated the location of the goods. Neither the
supervising Member State nor the participating Menftate are a priori suitable territories to
allocate imports or export in statistics. Only toacepts of “Member State of destination” for
imports and “Member State of actual export” enabtesllocate the trade in closer connection to
the economic impact of a Member State with a beserfor Balance of Payments and National
Accounts'® Since the customs declaration as source of infdoman imports/exports is lodged
in another Member State, compiling Member Statetth@sther collect information directly from
economic operators (as it is done actually undeBfSfor national purposes) or receive
information from Member State where the customdadaton was lodged (as it is expected for
CCC when the mutual exchange of information shbeldmplemented).

106 SeeReport of the Project Group on Single AuthorisationSimplified Procedure(SASP), September 2007,
pages 9-10.)
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Chapter 11 Integrating trade and business statistg

11.1. Introduction This chapter describes the benefits and chalkeimgmtegrating trade and
business statistics in data compilation and dasediination. Possible approaches of linking
customs records to the national trade and busnhegsster are described and illustrated with
examples. This chapter builds on the discussiatatd sources and data compilation in the
previous chapters. It is related to chapter 7 different from it, as chapter 7 deals with the
integration of data from different sources for tdoenpilation of IMTS, while this chapter aims at
generating additional and better information ad a®lkefficiency gains in the compilation of
economic statistics.

A. Integrated approach to economic statistics

11.2. BackgroundAt its thirty-seventh session in 2006, the Uniiations Statistical
Commission endorsed the concept of an integratprbaph to economic statistics and
recommended its operational use in national econgnaigrammes. It also recommended the
establishment of a Friends of the Chair group &pare a concept paper on the modalities of the
integrated approach to economic statistics, inagidne feasibility of establishing a mechanism
to improve coordination among international orgatians and work groups engaged in
economic statisticE’

11.3. Statistical Commission report of 2008t the thirty-ninth session of the Statistical
Commission in 2008, the Friends of the Chair gronpntegrated economic statistics presented
its final report. The Commission supported the dagions of the Friends of the Chair (see Box
11.1) and

(a) affirmed the role of the System of National Accauas the integrating framework in
economic statistics, and recognized the importafagcreasing the coherence of basic
economic statistics for enhancing the quality amalical value of both basic economic
statistics and macroeconomic statistics;

(b) agreed with the need to collect and disseminate staslies and develop other practical
knowledge material to share experiences and gwdstdges in the process of implementing an
integrated approach in their national statistigatems;

(c) also agreed that there might be a need to devei@mework for establishing such
guidelines, and recommended that such guidanagegjration should focus, in particular, on
practical aspect?®

107 See Report on the thirty-seventh session oflittieed Nations Statistical Commission (E/CN.3/232,
available from http://unstats.un.org/unsd/statce2(86.htm.
108 See E/2008/24 in its decision 39/105.
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Box 11.1
Conclusions of the Report on Integrated Economic Stistics’

(a) The integration of economic statistics is abouistiaal reconciliation; that is, ensuring that thessages that
statistics deliver are consistent and coherentoRgkation covers primary economic statistics amatcroeconomic
accounts, short and long-term economic statistied,national and international economic statistitgssence, it
involves dealing with conceptual, statistical protifon and institutional issues. Human resourcasesgincreasing
the awareness of statistical agencies’ staff cariecgrthe impact of their work on the overall stitisl system) and
information technology issues (adopting commonnetdgy) also play a role and must be considerdtan
context;

(b) The integration of economic statistics is mainliveln by users’ demand for data consistency andreoke;
(c) Itis neither possible nor desirable to propagaie single and detailed implementing approach tosvard
integrated economic statistics because nationtgtital systems are different. There are, howes@me general
guiding principles;

(d) Institutional arrangements at both the nationaliatefrnational levels are important for the managetnof
integrated economic statistics and should be gahteocorresponding reform programmes.

a) See E/CN.3/2008/6.

11.4. Integrated approach for international merchandissde statisticsReconciliation of data
from customs and non-customs sources as well asc#iation of results with related statistics
are important aspects of an integrated approatdreégmn trade statistics. An integrated approach
to foreign trade statistics means in particulat thair compilation is, to the largest extent
possible, integrated and harmonized with the caatipih of all other basic economic and
business statistics. Despite its long history asuse and distinct statistical domain and its
reliance (in most countries) on custom recordssasiain data source, foreign trade statistics
should be seen as integral part of business statistcompilation and dissemination in order to
realize its full potential as a main source foomhation on globalization.

11.5. Need for linking business and trade statistldaking and integrating trade and business
statistics is important for data compilation andlgtical purposes. A major development in
economics statistics in recent years is the estaikent and use of national statistical business
registers (SBRs) that not only provide a framewanld basis for the conduct of business surveys
but also allow to link information from differentith sources, potentially leading to significant
efficiency and quality gains in data collectionrtfer, the integration of data from different
sources provides new information for many anal{{caposes that would not otherwise exist.
Accordingly, IMTS 2010 encourages countries tograge their trade register with their business
register and to take steps towards establishingtagrated system of economics statistics for
data compilation and analysis (IMTS 2010, parass-11.6)**°

11.6. Vision for the future of trade statistids 2010 at its forty-first session the United
Nations Statistical Commission endorsed new intesnal guidelines for merchandise trade
statistics and the international trade in servi¢esm February 2011 the Global Forum on Trade
Statistics was organized as a follow-up to the 2BtHlistical Commission decisions on trade
statistics. In this forum, trade statisticians @oticy makers agreed on a vision for the future of

109 Countries increasingly realize the need foingggrated approach. The members of the SteeringSior the
Regional Programme on Economic Statistics (SGRR&She Improvement of Economic Statistics in Asia
identified among other things coordination (laclctgfar division of work across different parts loé tNational
statistical Office and a need for statistical lé&gigre) and the statistical infrastructure (in attr quality assurance
and business registers) as key constraints fopribduction of the core set of economic statistics.

110 See Report on the forty-first session (docura#2®10/24).
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international trade statistics and called for therovement of the relevance of international
trade statistics by connecting trade informatiod imegrating it with its economic, social,
environmental and financial dimensions while mirgimg the response burden, and to improve
the statistical production process by better defjrand organizing the co-operation among
national stakeholders. In a background note tithéelnational Trade Information System in
2020 (also called Vision 2020), which was endotsgdhajor international organizations active
in the area of trade statistics, concrete goalghi@ifuture of trade statistics were formulated,
including the integration of statistics on the &aif goods and services and the integration of
trade statistics with other business statisticetvisbncern international aspetts.

11.7. Trade in value added here is very strong interest of policy makerd ather user

groups to analyze the global value chains (broadberstood as the participation of multiple
countries in the production of a single product dredr respective contribution to the value
added associated with a given product) and thgaohon employment and economic
development. There have been multiple case stibgiessearchers aiming to analyze the share
of value added generated in individual countriesnduthe production of single products.It
should be noted that these studies are usuallyséatan a very limited number of products and
the methodology of such calculations is still bedteipated. To provide broader measures of
global value chains another approach is being deeel. It attempts to construct and use global
input-output tables in order to identify linkagestdween countries in the production processes
and to derive various indicators relevant to treeasment of such linkagg$.Some statistical
offices are cooperating with researches in suadtiessy mostly by making available to them data
on trade and national input-output tables. Comipiadf the new data items introduced in IMTS
2010 (see chapter VIII of IMTS 2010) might furtlassist the analysis of global value chains.
However, the feasibility of provision any additibuoata relevant to estimation of trade in value
added on a routine basis has to be assessed hidualicountries themselves.

B. The benefits of integrating trade and businesdatistics;

11.8. Potential benefitsin general terms, the potential benefits of iraéigg trade and
business statistics are additional and better mdédion without major costs, as well as potential
cost savings through efficiency gains. One vergsigeand important goal is to gain more
information about traders and their specific chemastics, such as size, sector of economic
activity, and level of concentration (see Box 1iebow). This will allow a deeper analysis of the
impact of trade on national employment, producti@iye added and competitiveness in a
globally integrated economy in which frequently ma&ountries participate in the production of
one single product?® Also, integrating trade and business statisticsat®w obtaining more
information about specific trade transactions sgmbds for processing and intra-firm trade, or
provide information for other statistical domaingls as transport statistics. Further, trade

111 Seéhttp://unstats.un.org/unsd/trade/s geneva2011/méddm

112 See for example: Hal R. Varian, An iPod Hasb@ld/alue. Ask the (Many) Countries That Make lheTNew
York Times, 28 June, 2007.

113 See presentations at the Global Forum on T3tatestics, 2-4 February 2011, Geneva, Switzerlaadailable
athttp://unstats.un.org/unsd/trade/s_geneva2011/@@04\.htmalso see The “Made in the World”
initiative by WTO at http://www.wto.org/english/res/statis_e/miwi_e/miwi_e.htm.

114 See Eurostat, International Trade by enterpghseacteristics, in Statistics Explains at:
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statistics can be part of a business micro-datarsgdta warehouse analysis for many different
purposes. A further benefit is that the integratbtrade and business statistics on the micro
level allows for checks of consistency between [sbdtistics

11.9. Potential costsThe basic requirement for integrating trade amslriess statistics is a
functioning business register and the entry ofifoum national business identification number
on the customs declaration. The development antemgmtation of these two elements can take
a long time and requires major efforts. Also, bassiregisters need to be maintained on an
ongoing basis. Also, integrating different statistrequires very significant efforts. Pursuing an
integrated approach to trade and business statistlikely to require major investments in
existing statistics and strong efforts to overcanisting institutional arrangements and legal
obstacles.

C. Integrating trade and business statistics in da compilation — possibilities and examples

11.10. Principle requirementsThe core elements for the integration of trads lausiness
statistics are (a) the availability of a functiogiand up-to-date statistical business register
(SBR), which assigns a unique identification nunfbeiall registered business entities (e.g.,
enterprises, establishments or local units) anahviither contains or can be linked with
relevant information on current activities of thaessities, (b) the mandatory entry on the
customs declaration of a unique identification nemdif the company on whose behalf the
declaration is lodged, and (c) the establishmerihaélectronic and automatic link between the
identification number used for declaration purpcsed the SBR identification number if they
are different.

11.11. The taxonomy developed by Italy provide business analysts and policy maketis wi
information about key actors and drivers of contpeness in global trade, a change from a
product-based towards a business-oriented perspantthe compilation of trade statistics is
required. The link between the list of trade opensaind the business register provides the
gateway for developing an array of new outputs. NNhgonal Statistical Institute of Italy
(ISTAT) developed a taxonomy of statistical outpthist can be achieved from the linkage
between trade and business statistics at the eiseipvel. The core of this new statistical
framework is the business register. Three diffetgms of output, depending on the level of
integration achieved, are differentiated:

* Type one: By reclassifying trade-flow by trade @&ters, where the trade operator is
identified by the VAT code, it is possible, fostance, to derive trade statistics based on
the number of trade operators by products and rtegrke

* Type two: If trade figures are linked and integdatéth the business register using the
trade operator ID code matched to the companytexdid code, statistics based on the
business characteristics of exporting and imporinigrprises can be derived.

* Type three: A full integration of trade and busmetatistics is achieved when the
business register is further linked to and integgtatith existing business surveys,
administrative and fiscal data, and special sunegyglobalization such as on
multinationals and international sourcing. Thi®a# conducting in-depth analyses of
trade and business activity.
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11.12. New statistics and future developments in ItE AT has experience in the production
of new integrated trade statistics of types onetaid A large set of tables on trade operators
and exporting and importing companies is publishdatie Foreign Trade Statistics Yearbook,
providing information on the business structuréhef exporting community. Further, ISTAT has
developed new statistics on the spatial distriuibexports and on the contribution of
multinational enterprises (MNE) to foreign tradedarovided additional analyses on firms
involved in international trade. ISTAT is in theopess of setting up an integrated firm-level data
warehouse by integrating a number of national sigv®reign trade in goods, outward and
inward multinational enterprise data and internalalatabases that will allow to effectively
monitor the behavior of firms deeply engaged irbgl@ation. One challenge is that product-
based and enterprise based-surveys are not fullydrazed. Also, there is need for
benchmarking and calibration with respect to dédfértarget populations. It is intended to make
this warehouse accessible to researchers, takiogatount confidentiality constraints. In the
case of Italy there are no additional costs fopoesients.

11.13. Linking trade and business statistics - Brazil eigee The Brazilian SISCOMEX

system integrates the tracking and administratiustoms and exchange control of foreign trade.
It is linked to all commercial information througjire national code for companies (CNPJ) and
the national code for individuals (CPF), which arandatory fields for the declaration of exports
and imports. When a company enters its code, SISEXRtcesses automatically the database
of companies registered at the Ministry of Finandeereby the code is confirmed and all
commercial information is transferred (completeradd, city, state, National code of economic
activity, number of employees, etc.). The natiarwale for companies consists of 14 digits: the
first 8 digits represent the company group; thellbiving digits represent the enterprise (filial),
and the last 2 digits are used to validate the ¢etmmumber. This system allows the generation
and dissemination of a wide array of special rep@tich as exports by company size, industry
or state. Information deemed confidential is ordgessible to the enterprise itself and authorized
government officials, while the public informati@available on the internet on-line system
ALICEWEB?2 (http://aliceweb2.mdic.gov.br).

11.14. OECD-Eurostat trade by enterprise characteristitc&€C) databaseTEC is a joint
OECD-Eurostat exercise in which datasets are caajfy linking micro data (data at trader
level) with business registers. Under guidancénef@ECD Steering Group “Business Economic
Statistics and Trade (BEST)”, a first OECD set ofkkage Tables was sent out to participating
Non-EU-OECD member countries in June 2007 (seelB0% below for details).However,
currently the tables provided by countries aredsadly not fully comparable across countries
and over time. Future goals are improved accessdmdata, improved comparability, and
inclusion of additional enterprise information. Redjing EU member countries, the revisions of
EU trade statistics legislation make the annualmtaton of these statistics compulsory from
reference years 2009 and 2010 onwards, respectively

D. Ensuring quality of the linked data sources andhe quality of the linked/integrated data
11.15. Linking of trade data with enterprise characterist— U.S. experienc&he U.S. Census

Bureau collects export transaction level data ftawm main sources: the Automated Export
System (AES) and the Canadian Data Exchange. dctas level data includes trade value,
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product codes, partner country, and the traderigugnidentifier. The trader’s unique identifier
for AES records is the trader's Employer Identifica Number (EIN), issued by the U.S.
Internal Revenue Service, and for Canada recordshe trader's name. Transaction level data
is linked to enterprise characteristics in the @erBusiness Register using the trader’s unique
identifier and the EIN or company name in the BassRegister. Enterprise characteristics
include employment and industry classificationshil/the AES linkages are fairly straight
forward, the Canada records involve some complicatame matching routines and manual
matching procedures. The quality of the linkedadatvery good as seen in the high match rates.
The U.S. Census Bureau typically matches about 8te export value to the Business
Register; AES match rates exceed 94%, while Camadeh rates are lower, close to 74%.
Import transaction level data are also matchedhterprise characteristics in the Census
Business Register. Import trader’s unique idemnsfire all reported as EINs, so these linkages
are also fairly straight forward. Initial matcheathave been about 87%, but should improve as
matching routines are refined. Both export andarhfinkages are used to create the Exporter
and Importer Databases and the Profile of U.S. mmmpand Exporting Companies, which is
the publication based off of the databases. Tlsédxporting company profile was published
with 1987 data, with annual publications issue@sih996. The importing company profile was
added to the publication beginning with 2009 data.

11.16. Linking of trade operator with the statistical uritEU experienceTlhe feasibility of

linking external trade data with business registars been tested in a series of pilot data
collection rounds. The objective of these studias twofold: first, to investigate to what extent
and on what conditions micro data linkages areiptesand, secondly, to define new statistics
which can be derived from the combined datasethéiconceptual level, the methodology can
be simplified into the following framework. First,linkage is established between trade
operators and legal units in business registeror&k the trade value of each trader, by product
code and partner country, is combined with the neaterprise characteristics (economic activity
and number of employees) retrieved from the businegisters. Third, specific indicators are
calculated. The quality of statistics based on tiakages depends very much on the matching
rates between source data sets. The results pflthalata collection rounds have shown that, in
most i:gses, the matching rates have been verypagicularly when measured in terms of trade
value:

11.17. Business registers — EU experienData in business statistics are usually derivewh f
surveys of businesses. Business registers are hpunsad as a tool for the preparation and co-
ordination of surveys. They detect and construetatiive population of statistical units
(enterprises, local units and enterprise groupshfadministrative units (legal units) and include
information on their identification, demographicpeomic and stratification characteristics, the
control and ownership of units, and links with athegisters. Business registers are also used as
a source of information for statistical analysighed business population and its demography.
Although business data cover only a few key ecooosariables (employment and turnover),
they can be used to obtain comprehensive datadeithiled breakdowns across a full range of
activities, in contrast to data that are largelgdzhon surveys such as Structural Business
Statistics. The business registers play an impbrtde in bringing trade statistics closer to the

115 See http://epp.eurostat.ec.europa.eu/porta@/pagal/external_trade/documents
/External_trade_statistics_by_enterprise_charattesipdf.
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business statistics. The links between legal unitse business registers and intra- and extra-
Community trader identification codes need to lw®réed in the business registers. Thus, the
business registers provide a tool to link deta@igtérnal trade micro data with the statistical
units used in business statisti¢S.

Box 11.2
Common use of relevant terminology

Exporter/ seller/ consignor:

The exporter is the institutional unit that sendedg to other countries; most often goods arefeesale and
therefore the exporter can also be referred tbaseller; consignor refers to the natural or Ipgason identified
on the customs declaration which is sending thelgdo another country; the terms exporter, setier@nsignor
can in general be used synonymous;

Importer/ buyer/ consignee:

The importer is the institutional unit that bringgsods from abroad/ frequently the importer is thgds of the good;
consignee refers to the natural or legal persontiiiled on the customs declaration to which thedgoare sent and
who will physically receive the goods; however tomsignee is not necessarily the importer or buyer;
Brokers/ traders / agents:

These are institutional units that facilitate teeding of the goods to another country;

Declarant:

Refers to the natural or legal person that complgte customs declaration; the exporter or setlaroomplete the
customs declaration himself but frequently spenéalibrokers/ traders/ agents/ are in charge of tiimg the
customs formalities, including the filling in ofdlcustom declaration;

Box 11.3
Statistical units in a business register

For the statistical production process the prirecgihtistical units are the enterprise group, ttierprise and the
establishment (local kind of activity) units:

Enterprise:

An enterprise is the view of an institutional uaita producer of goods and services. The termpeigemay refer
to a corporation, a quasi-corporation (unincorpegainterprises belonging to households or goverhuorets), an
non-profit institution (NPI) or an unincorporateaterprise (2008 SNA, paras. 4.6 and 5.2).

Establishment:

An establishment is an enterprise, or part of aarpnise, that is situated in a single location amahich only a
single productive activity is carried out or in whithe principal productive activity accounts fooshof the value
added (2008 SNA, para. 5.2).

Enterprise group:

Many enterprises operating within an economy anelil with other enterprises by complete or pactehmon
ownership and a shared management structure todoremterprise group (2008 SNA, para. A4.12);

Box 11.4
EU definitions of exporter and enterprise

The EU legislation currently only defines the terofi@xporter and enterprises (the discussion abimgiorter" has
been recently launched).

The exporter

The Exporter is the person on whose behalf the exjgelaration is made and who is the owner ofgibeds or has
a similar right of disposal over them at the timgew the declaration is accepted (see Article 78Barfimission
Regulation (EEC) No 2454/93 of 2 July 1993).

Enterprise

The enterprise is the smallest combination of leggtis that is an organizational unit producing d®or services,
which benefits from a certain degree of autonomgédnision-making, especially for the allocatioritefcurrent

116 Seebid.
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resources. An enterprise carries out one or mdieitées at one or more locations. An enterprise/rha a sole
legal unit.

Explanatory note

The enterprise thus defined is an economic entitichvcan therefore, under certain circumstanceasespond to a
grouping of several legal units. Some legal umit$act, perform activities exclusively for otheglal units and their
existence can only be explained by administratagtdrs (e. g. tax reasons), without them beinghgfexxconomic
significance. A large proportion of the legal unitith no persons employed also belongs to thisgoate In many
cases, the activities of these legal units shoaldden as ancillary activities of the parent legét they serve, to
which they belong and to which they must be attddbeform an enterprise used for economic analysis.

Source Council Regulation (EEC) No 696/93 of 15 Mar@®93 as last amended Regulation (EC) No 1137/2008 of
the European Parliament and of the Council of 2@ er 2008)

E. Generation and dissemination of additional infomation — possibilities and examples

11.18. Tables published within the TEC framework (Euroated OECD) The Trade by
Enterprise Characteristics (TEC) framework defiadmrmonized set of indicators describing
various aspects of the structure of internatioraaleé from the viewpoint of the characteristics of
enterprises. Since the aim of these indicators describe enterprises rather than products, the
activity sector of the trader is used as the pryntdassification in each indicator. There are five
indicators which are available both for trade flaiiwsports and exports) and for intra- and extra-
EU trade. All indicators use enterprise as thastiedl unit and are expressed in terms of number
of enterprises and trade value.

Box 11.5
Indicators of Trade by enterprise statistics

1. Trade by activity sector and enterprise size cts

Trade by activity sector and enterprise size ctassvs the contribution of each economic activitg aize class
(measured in terms of number of employees) to trdde. This makes it possible, for instance, w@iyse the
impact of external trade on employment and to edtnthe importance of small and medium-sized erisarp

2. Concentration of trade by activity

External trade is typically concentrated on a fexdegorises. This indicator shows how much of thaltwade is
accounted for by the top 5, 10, 20, etc. enterprise

3. Trade by partner countries and activity

Trade by partner countries shows how many ent&psigere trading with certain partner countriescamtry zones,
and the trade value they accounted for. This makmsssible to identify most typical exports or ionts markets.
4. Trade by number of partner countries and activiy

Number of partner countries shows how geograplyichllersified the exports markets are. For impattshows
the number of countries from which goods are imgxhrt

5. Trade by commodity and activity

Trade by commodity and activity allocates the trafleach commodity to the economic activity of treeling
enterprise. This shows which sectors were involagtie trade of each product group.

11.19. Trade by enterprise characteristics — two approachdTS 2010, para. 11.6 encourages
countries to take steps towards establishing agrated system of economics statistics for data
compilation and analysis and to integrate thent@reegister with their business register.
However, faced with the growing demand for inforimatfrom users regarding the link between
international flows of goods and the national eecoioactivity, and in the absence of a link at
the micro level, enabling the identification of coamies in the customs records and industrial
surveys, counties might opt for the alternativéwifding a macro level correlation table
between the classifications of industries and petgllCountries may find this correspondence
useful when analyzing trade flows by activity categs. However, the alternative approach to
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obtaining information on trade flows by activityg(j, to identify the activity of the trader and
perform appropriate aggregations) should be givefepence whenever possible (see IMTS
2010, para. 3.29).

11.20. Integrating trade information in business statistiBusiness statistics contain limited
information on external trade. By linking trade dnginess statistics the wealth of information
on the demography and activities of businessedbeaupplemented with detailed trade
information, allowing the analysis of the impactt@de on businesses.

11.21. Special surveys on trading enterpris€grtain information, such as trade between relate
enterprises or goods for processing without charfigevnership, often cannot be derived from
customs records. The link with the business registbows conducting surveys of specifically
identified enterprises in order to obtain such tinfation. Also, special surveys of trading
enterprises could be used to explore the link betvieade in goods and trade in services.

11.22. Trade statistics as part of a geospatial informatgystemin its Decision 41/110 on
Global geographic information management in 2080Statistical Commission recognized the
importance of the integration of geographic antisteal information and the opportunities
provided in that context by the swift developmehinéormation technology, noting that national
statistical offices are playing an increasing iinlsuch integratiod” Linking trade information

to the business registers allows regional anabfsisade patterns, i.e., the Secretariat of Foreign
Trade (SECEX) of the Ministry of Development, Inttysand Foreign Trade (MDIC) of Brazil
publishes, using the address of the enterprisefa@t on trade balance by states and
municipalities™*® Linking this trade information with localized erogment or tax information
(i.e., average wages, employment rate, enterpndgarsonal tax revenue) allows a detailed
analysis of economic impact of trade.

F. Required institutional and working arrangements

11.23. Agreement on a joint vision and commitment to iratgg trade and business statistics
The cooperation of different departments within shene agency and the cooperation of
different agencies responsible for different paftthe business statistics programs are required
to develop and implement a program of integrateshemic statistics. The cooperation itself as
well as the development and implementation of suphogram require the commitment of
significant human resources and the willingnesscttept changes in existing practices. It is
therefore crucial that the concerned agencies apdrtiments within agencies agree or at least
accept the goal and vision for an integrated sys$terausiness and economic statistics.

11.24. Statistical business register and data access atpiiation In many countries more than
one organization or agency is involved in trade lansiness statistics (e.g., the national
statistical institute, the customs authority, teatcal bank and other agencies). The

117 See E/2010/24.

118 The results can be distorted if the headqusaréside elsewhere than the place where the ecoramtivity is
carried out. Therefore the use of the local unitulddoe preferable when linking trade and businéstistics.
However, it might be very difficult or impossible tompile reliable business and trade informatiohocal unit
basis.

131



establishment of a statistical business registectwivould provide a uniform basis for data
collection by various agencies and ensure cohereihdgata compiled in various statistical
domains requires legal arrangements to allow sgan using information on individual
enterprises between these agencies which is otbesmibject to confidentiality.

11.25. Access and use of information at disseminatBusiness registers and data warehouses
contain sensitive information about businessesoAting to principle 6 of the Fundamental
Principles for Official statistics, individual datallected by statistical agencies for statistical
compilation, whether they refer to natural or legafsons, are to be strictly confidential and
used exclusively for statistical purposes. The gaian of enterprise microdata from trade
statistics and it combination with information framisting business statistics requires solving
issues of confidentiality and the protection of kiighly sensitive business data.
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Part lll: Compilation of particular data items
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Chapter 12 Time of recording

12.1. Introduction.This chapter provides additional clarificationtbe statistical concept of

time of recording defined in IMTS 2010, chapternlscope and time of recording, and describes
good practices in the approximation of time of reang both in the case of use of customs
records (chapter 2) and non-customs data sourhapt@rs 3 and 4). Section A explains the
basic concept and data sources for determiningrtireeof recording while the other sections
provide additional details regarding the determarabf time of recording under different
circumstances and in different cases.

A. Basic concepts and data sources: an overview

12.2. Time of recordingThe time of recording is defined in IMTS 2010, at.8, as the time
when goods enter or leave the economic territory aduntry. In general, it is sufficient to
identify the day when the goods physically crogslibundary of economic territory. This day is
to be used to allocate a given flow of goods tosthertest reference period for which official
trade statistics are compiled. For example, ifasergoods entered the economic territory of a
country on 1 January and in this country the sisbrieference period for trade data compilation
is a month, then those goods should be includddmuary imports irrespective of when these
statistics will be officially published. The cowmpnpractices in the implementation of this general
guideline vary to some extent depending on thelawdity of relevant data sources and other
circumstances.

12.3. Use of different data sourcgSustoms records are the main source for determiimme

of recording. However, the economic territory innp&ases does not coincide with the customs
territory and some cross-border movements of gaoelsiot sufficiently reflected in customs
records. Therefore, it is a good practice (a) ®husth customs and non-customs sources of
information and (b) to develop sound approximateghniques for the cases where no reliable
data exist and to consistently apply such techsigoensure maximum possible data
comparability.

12.4. Customs as data source - Lodgement of customsrdgotaand date of lodgement.

IMTS 2010 states that in the case of customs-bdatdcollection systems the time of recording
can be frequently approximated by the date of lotkg# of the customs declaration. Compilers
should be aware that the revised Kyoto ConvenfritQ) does not define the term “lodgement
of customs declaration” and does not prescribeules regarding the determination of the date
of lodgement. However, from the context of the Gantion it is understood that the date of
lodgement is the date when customs regiStégsr accepts) the declaration for processing taking
into account that certain customs requirements watisfied:°

12.5. Requirements for lodgement of the customs decatarafihe customs requirements for
lodgement of the customs declaration include promithat customs “shall limit the data
required in the Goods declaration to only suchipalgrs as are deemed necessary for the

119 The term “registers” is used in several RK@dtads, for example, in standards 3.26 and 3.30.
120 See para. 2.17.
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assessment and collection of duties and taxesgotigilation of statistics and the application of
Customs law.” (General Annex, Chapter 3, Standak@)3Further, according to the Convention
“where, for reasons deemed valid by the Custonesgéclarant does not have all the information
required to make the Goods declaration, a provaionincomplete Goods declaration shall be
allowed to be lodged, provided that it containspghgiculars deemed necessary by the Customs
and that the declarant undertakes to completetiinva specified period.” (General Annex,
Chapter 3, Standard 3.13). Where national legsidays down a time limit for lodging the
Goods declaration, the time allowed shall be sigficto enable the declarant to complete the
Goods declaration and to obtain the supporting a@tus required (General Annex, Chapter 3,
Standard 3.25). National legislation shall makevion for the lodging and registering or
checking of the Goods declaration and supportirguoeents prior to the arrival of the goods.

12.6. Use of time of lodgemerih view of above provisions compilers should eee that the
date of lodgement may not be appropriate in aksdgr determining the time of recording. The
lodgement of the declaration and the actual timemgdpoods cross the border of the economic
territory of a country may, in some cases, varyisicantly. Therefore, it is a good practice that
trade statistics compilers consult with nationatoms authorities about the rules which define
the date of lodgement and assess in what casas #erve as an acceptable approximation of the
time of recording and when it should be replaceith wiore appropriate dates. Practices and
terminology vary across countries and some cowusinight use the date of release from
customs, the date of assessment or the date gftacce by customs instead of the date of
lodgement for determining the time of recordingisTimight be appropriate if those dates reflect
an appropriate approximation of when goods entézanre the economic territory.

12.7. Use of non-customs sourc#sis a good practice to use non-customs sourchsion
cases where customs records do not exist or tleeofl&dgement significantly deviates from the
moment when goods physically cross the boundatigeobconomic territory of a country.

12.8. Use of estimate$n a number of cases the time of cross-border mewewf goods is not
reflected in any data source. In such cases dewveopof sound approximation techniques
becomes a necessity in order to ensure a bett@oratdata comparability.

12.9. Metadata on sources and rules used for establistimg of recordingThe

determination of what data sources and rules shmeilgsed while establishing the time of
recording to ensure compliance with the internaieacommendations and ensuring the high
quality of national data is the responsibility b&tnational compiling agency. It is a good
practice to develop clear and practical rules suemthat (a) the time which will be used for the
purposes of time of recording is the closest pdssipproximation of the time when goods
actually enter/leave the economic territory of toentry, and (b) reliable methods of
establishing such a date are established and temdysapplied. The description of the selected
sources and rules should be part of the countrgtetmetadata.
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B. Determination of the time of recording and custms territory

12.10. Use of the customs territory as an approximatiothefeconomic territoryit is a good
practice to use the boundary of the customs teyrée a boundary of the economic territory
(even if they diverge to some extent from eachthevided that no important economic
activity is occurring in that part of the econortecritory which is outside of the customs
territory. In this case, the use of date of lodgehwd the customs declaration as the time of
recording is a good practice, except when the oidi@dgement deviates significantly from the
time of actual border crossing by the imported/etgubgoods (as determined by the responsible
agency). However, if an important economic activstgarried out in any part of the economic
territory outside of the customs territory (e.gdustrial free zones) the customs boundary cannot
be used as a good approximation of the econonmitoigt. In such cases, the time of recording
of goods entering and leaving such parts of the@auc territory should be either determined
using non-customs sources or estimated.

12.11. Time of recording in case of the special tradeaystinder the special trade system the
time of recording should be the time when goodsremt leave that part of the economic
territory which is included in the statistical figory of the compiling country. As in the case of
the use of the general trade system this time reagpproximated by the date of lodgement of
the customs declaration when goods are enteriegttirin the customs territory. However,
other dates need to be used when goods entergbdinis statistical territory outside the customs
area.

12.12. Use of additional sources of information in cas¢haf special trade systeigven if

goods are moving in and out of free zones with@ynpent of duties or completion of certain
formalities, customs records of such movements t@gists. This information might be

valuable for trade statistics compiler in the deteation of the time of recording. However, the
use of different non-customs sources, such as gsire¢c., becomes a necessity if no sufficient
customs information for the determination for timeet of recording exists. For example, in the
United States, the time of recording used for gaadsring foreign trade zones is the date when
the merchandise was received at the zone. Thisnaion is provided by the zone operator.

Box 12.1
Time of recording in Brazil

In Brazil, the time of recording of exports is whtwe goods leave the economic territory (genesaldrsystem),
which in practice is the time of clearance the gofud shipment. In the case of imports, the timeegbrding is
when the goods enter into the free circulation gspacial trade system), which is the time of deae of goods for
consumption, or when they enter into the Manaus Bane, whose operations follow the general trgdtem.

C. Use of the lodgement of the customs declaratiofer determining the time of recording

12.13. Lodgement of provisional or incomplete declaratidhshe declarant is unable to

provide all the required information at the timdadgement of the declaration, the customs
authority may accept a provisional or incompletela@tion and release the goods under the
condition that the declarant provides the missirigrimation afterwards within the specified
period in an additional declaration. The lodgenddrihe additional declaration and the time
when goods cross the border of the customs ternit@y be far apart from each other. However,
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both declarations refer to the same transactiomaust be linked during the data processitg.
Compilers are advised, (a) to use the provisional@mplete declaration to identify the time of
lodgement and collect provisional data, and (h)ge the additional declaration to
revise/complete trade data while time of record&mgains unchanged.

12.14. Presentation of the declaration after release addgp Compilers should take into

account that customs may allow traders to releasdgbefore the presentation of the
corresponding declaration. Such authority is giteea growing number of traders in order to
enable speedy release of the imported/exportedsyedbout waiting for collection of the
documents needed for completion of the declaratlbis a good practice to include the data
provided in such declarations in the monthly stati reports corresponding to the months when
the goods actually enter or leave the economiddeyrof a country. If necessary, this can be
done as part of the regular revision of monthlyadat

12.15. Periodic lodgement of declarationVhen goods are imported (exported) frequently by
the same company/person, the RKC recommends thtinos allow a single goods declaration
to cover all imports (exports) by that company ergoen for a particular reference period. That
facility may be granted if the company/person kgaoger commercial records and where
necessary control measures can be taken. The Béagmizes the right of customs to require
that the declarant produce, at the time the gootlsty cross the border, a commercial or
official document such as an invoice, waybill osghtch note, etc., giving the main particulars
of the concerned consignment. Compilers are ad\s@eriodically review such documents, if
permitted by law, in order to be able to assigntthde to the appropriate month (based on time
of crossing the border), especially in cases whemtetis significant in value (amount) and/or the
reference period for which the trader reports tlatzustoms does not coincide with the period
used for statistical reporting (normally the cal@nohonth). It is a good practice for compilers to
work with customs agencies to ensure that theerter period for which traders are required to
report data to customs coincide with the periceblusy customs for the statistical reporting.

12.16. Time of recording in the case of split consignmeifisr convenience of shipment certain
goods may be disassembled into several parts wh&gh with customs permission, leave the
exporting country and enter the importing countrdifferent times and at different exit/entry
points. Since goods exportation/importation isecanpleted until the last part leaves/enters the
country, it is a good practice to use the date wherast part is declared to the customs of the
exporting/importing country instead of the timdadgement of the declaration covering all the
consignment.

12.17. Identification of best proxy dates for time of rating. In all cases where the date of
lodgement is inadequate (e.g., if goods are cleasddin advance or long after their arrival) or
non-customs data sources are used (e.g., entesprgeys), more appropriate dates for the time
of recording should be identified and used (el ,date of arrival/departure of the goods carrier
as indicated in the transportation documentsk. tlhé responsibility of countries’ statistical
authorities to identify (or estimate) the best yrdate of the general guideline on time of
recording by taking into account the peculiaritynational rules on administrative procedures
and the need in consistency in the applicatiomefselected method.

121 In the EU also simplified and supplementarylatetions are used and treated as one.
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D. Use of non-customs data sources

12.18. Use of shipping manifests, bills of landing andeottnansport documentét is a good
practice to use such documents for the verificapiorposes or when customs declarations are
absent. However, it is recognized that such practamn be limited to the exceptional, important
cases due to the resource constrains and otheidecaisons.

12.19. Time of recording in enterprise surve@untries applying general trade system usually
have to make use of enterprise surveys to ensunplete coverage of their trade statistics. The
date of exports/imports indicated in such survejects business accounting practices which,
normally, will not coincide with the date of lodgent of the corresponding customs declaration
or with the time of physical crossing the countitytsder, but rather when goods change
ownership.

Box 12.2
Eurostat experience on time of recording in Intrasat

The time of recording, in the EU defined as refeeeperiod, for the information to be provided withielntrastat
systenshall be the calendar month of dispatch or ari@fahe goods. This is the month in which the goods
physically enter or leave the statistical territoffthe Member State. However the reference periayg be adapted
by Member States to take into account the linkatjle value added tax (VAT) obligations accordinghiicle 6(2)
of Regulation (EC) No 638/2004. Member States nefind the reference period to which the monthlgdrélows
should be allocated as the calendar month wheahtigeable event for VAT purposes occurs thus whemoods
are supplied. The supply of the goods is regardduking effected when VAT shall become chargeablissue of
the invoice or on the fifteenth day of the monthdwing that in which the chargeable event occlithe invoice
was not issued. This means that the goods areedasken they are delivered, or with one month deNégjority

of Member States adopted the VAT principle of reaug for Intrastat.

Member States may adapt the period of referenceenthe Customs declaration is used for intra-Elddrstatistics.
In such case, the reference period may then baeatkfis the calendar month during which the deadber
accepted by Customs.

The reference period faxtra-EU trade statisticshall indicate the calendar year and month in wkiie goods are
imported or exported.

When the customs declaration is the source forrdscon imports and exports, the reference periad stdicate
the calendar year and month when the declaratiandepted by customs authorities.

12.20. Use of time of change of ownershipexceptional cases when the general guideline of
recording goods when they enter or leave the ecantamitory is not applicable or is

insufficient (for example, trade in ships and afty, IMTS 2010 recommends to use the
criterion of change of ownership to determine wketimd when certain goods should be
recorded. In such cases the time of recording shioelldetermined by the time of change of
economic ownership. The time of change of ownerghgefined in accordance with 2008 SNA
and BPM6 as the time of change of economic ownerfsbm a resident unit to a non-resident
unit. The time when the economic ownership chafiges a resident unit to a non-resident unit
can be approximated by the time when claims andatdns arise, are transformed or are
cancelled. Although the principle is clear, its Ierpentation is far from simple as parties do not
always apply the same rules. Even when they dferdiices in actual recording may occur for
practical reasons such as delays in communicaionsequently, transactions may be recorded
at different times by the transactors involved, sbmes even in a different accounting period. It
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is therefore a good practice for trade statistgi@nconsult with compilers of balance of
payments and national accounts as necessary.

12.21. Time of recording of trade over fixed transmisdioes. Trade in goods which
continuously cross borders over fixed transmis$iwes (e.g., pipelines for transmission of oil,
natural gas or water, power lines for transmissibelectricity, etc.) should be allocated to the
proper shortest reference period based on (a)cti@lgeriod of transmission recorded in the
customs declarations submitted by the lines opesato (b) their administrative records
following the same requirements as for any othégrgnise surveys conducted for the purposes
of compilation of trade statistics. It is a goodgiice for compilers of the exporting and
importing countries of such goods to agree on tregilation procedures, including time of
recording, in order to ensure data comparability.
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Chapter 13 Harmonized Commodity Description and
Coding System

13.1. Introduction.This chapter describes the Harmonized Commoditei@son and Coding
System (HS) which is recommended by IMTS 2010Herdollection, compilation and
dissemination of international merchandise tradéssics at the most detailed le{?l It is based
on IMTS 2010, chapter 3, on commodity classificasioThe chapter provides an overview of the
HS and details of the latest edition of HS whicteesd into force on 1 January 2012 (HS12),
discusses application of HS for coding traded gasdwell as some particular aspects of quality
assurance related to the classification of goodaliity assurance in general is covered in chapter
9), and describes country experiences in the ustsSdbr data dissemination and analytical
purposes. Knowledge of HS by trade data compiterecessary to understand better the
classification decisions made by the national aqustauthorities, to set up appropriate validation
and editing checks, to communicate more effectivatit both customs authorities and the user
community, and to be able to assist in the fornmhadf proposals for future revisions of the HS.
Other international classifications relevant priityatio the dissemination and analysis of
international merchandise trade statistics arerdestin chapter 27.

A. Recommendation to use the HS

13.2. HS as the recommended classification for IMTS clatipn and disseminatiornrhe
International Convention on the Harmonized Systeli® Convention) was adopted by the
Customs Co-operation Council (CCC) in June 1988,antered into force on 1 January 1988
(HS88). The Harmonized Commodity Description andli@g System (popularly known as the
Harmonized System, or HS) is the nomenclature cmmgrheadings and subheadings and their
related numerical codes, sections, and chaptergelhas Subheading Notes and the General
Rules for the interpretation of the Harmonized 8ystset out in the Annex to the HS
Convention:?® The United Nations Statistical Commission, abitenty-seventh session

(22 February to 3 March 1993), recommended thattr@s adopt the HS for the compilation
and dissemination of their trade statistitsMTS 2010 recommended that countries use the HS
at the most detailed level for the collection, cdatpn and dissemination of international
merchandise trade statistics and encouraged cesiitriuse the most current version of the HS

13.3. Implementation of HS in IMTS compilation and dissaion. As of 2011 almost all
countries use the HS for trade data compilationdissemination. This is a very significant
achievement as it ensures the best possible ini@nahcomparability of national trade data.
However, experience shows that many countriessageficant challenges in the consistent
application of HS, as the strengths and weakneddbg HS are also identified.

122 IMTS 2010, para. 3.11

123 Customs Co-operation Coundihe International Convention on the Harmonized Coudity Description and
Coding SystenBrussels, 1983. As of 31 May2011there were 138ti@oting Parties to the Convention, and about
60 countries or territories which were not ContragParties but were using the HS for customs#gtiesil purposes.
The HS, when incorporated in the country’s Custtani$f, becomes a national law. Entering wrongffarddes in

the goods declaration may entail legal consequences

124 See Official Records of the Economic and Sde@incil, 1993, Supplement No. 6 (E/1993/26), paé2. (d).
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B. HS overview

13.4. Obligations of Contracting PartiesThe HS is a legal instrument. A ContractingtyP&or
the HS Convention has two main obligations: todpits customs tariff and statistical
nomenclatures into conformity with the HS; and takenits import and export trade statistics
publicly available at the 6-digit level or beyotfd Fulfilling these obligations requires that
Contracting Parties use all the HS headings andesadings and numerical codes, without
addition or modification; that they apply, withaabdification, the General Rules for the
interpretation of the HS as well as all Sectionafiter and Subheading Notes; and that they
follow the numerical sequence of the 5.

13.5. Maintenance of the HSIn accordance with the Preamble to the HS Cainwenwhich
recognized the importance of ensuring that thed4&pt up to date in the light of changes in
technology or in patterns of international tradhe, HS is regularly reviewed and revised. The HS
Convention established the Harmonized System Cam@eniHSC), which is composed of
representatives from each of the Contracting Paainel which meets twice a year. The HSC is
assisted in its work by its Working Party, by thevikw Sub-Committee, and by the Scientific
Sub-Committee. The HSC, inter alia, considersnéeds of users as well as changes in
technology and patterns of international trade @noghoses amendments to the HS based on its
considerations; prepares recommendations aboutiendates information concerning the
application of the HS; and gives guidance on mattencerning the classification of goods.

13.6. To assist users in the implementation of the HS WCO issues and periodically updates
the following supplementary information:

* The Explanatory Notes to the Harmonized System,;

* The Alphabetical Index to the Harmonized System,;

* the Compendium of Classification Opinions to therfienized System;
» the Harmonized System Commodity Database;

* the E-learning Modules on the Harmonized System,;

» the Correlation Tables between the latest and puswersion of the HS.

13.7. HS revision policyThe WCO revises the HS as necessary, approximately five

years. From 1 January 2012 onwards, the HS Nomeinela012 edition (HS12) is the valid
version applied in international trade transactidetails of the HS12 are provided in the
section below. There are initial plans for the resttof amendments to be in effect in 2017.The
Statistical Commission, at its twenty-seventh seggiecommended that the WCO take fully into
account the statistical implications of any changegposed for the HS and the statistical needs
and capacities of developing countries. It is adypractice for the compilers of trade statistics
to work closely with the national customs authestin developing proposals for future HS
amendments.

125 Developing countries, however, are permitteapply the HS partially, i.e. they may declineleatst initially,
to apply all or some of the subheadings and yéitlftile obligations arising out of Article 3.
126 IC,op. cit, Article 3 (a).
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C. 2012 edition of HS (HS12)

13.8. HS12 structure and the classification scheiifee HS is a structured nomenclature
comprising a series of 4-digit headings, most oicWlare further subdivided into 5- and 6-digit
subheadings. The 2012 edition of the HS comprigg@55groups of goods identified by a 6-digit
code (compared to 5,052 in the 2007 edition) amutasided with the necessary definitions and
rules to ensure its uniform application. HS12 casgy a total of 1,224 headings which are
grouped in 96 Chaptet§,the latter being themselves arranged in 21 Sextibime headings are
identified by a 4-digit code, with the first twogilis indicating the Chapter in which the heading
appears (a leading zero is used with the first @lhapters) and the second pair of digits
referring to the position of the heading within tBkapter.

13.9. The general structure of HS12is as follows:

Sections | to IV: Agricultural products

Sections V to VII: Minerals, chemical and relatedducts, plastics, rubber and
articles thereof

Sections VIII to X: Animal products, such as hidgldns and furskins, as well as

wood, cork, pulp, paper, and articles thereof
Sections Xl and XlI:  Textiles, footwear and headgea

Sections Xlll to XV: Articles of stone, plaster,maent, asbestos, mica and the like,
ceramic products, glass, pearls, precious or seetis stones,
precious metals, jewelry, base metals and arttbleof

Section XVI: Machinery, mechanical appliances aledteical equipment
Section XVII: Vehicles, aircraft, vessels and ass@d transport equipment
Section XVIII: Optical, photographic, cinematographmeasuring, checking,

precision, medical or surgical instruments and egipa, clocks
and watches, musical instruments

Section XIX: Arms and ammunition

Sections XX and XXI: Miscellaneous manufacturedchas, such as furniture, lighting
fittings, prefabricated buildings, sports requisjteorks of art,
collectors’ pieces and antiques

Box 13.1
Further information on the HS structure and the classification scheme

Classification schemé&he HS classification scheme is determined by¢keirement that the HS should enable
customs officers to classify goods presented tmthg referring mainly to characteristics which aitmer directly
observable or which can be established by the useientific instruments. Therefore, many of th8 kkections,
chapters and headings are defined in terms ofdbdgj natural origin or material of production. Wiever, natural
origin or material of production is not always wigates goods their essential character. In sorsescgoods are
normally classified by industry or by main use.r Egample, the sections:

127 HS Chapter 77 is reserved for possible futseeand HS Chapters 98 and 99 are reserved foraspesei by
Contracting Parties. Countries should avoid whessible the use of Chapters 98 and 99. The relide&
Compilers Manual will contain more information dretpractices of countries regarding the use of @&na®8 and
99.
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» ‘“Live animals; animal products” (Section 1), “Vegéte products” (Section Il), “Mineral products” Gien V),
are defined by natural origin or material of protue, while

» “Products of the chemical or allied industries” ¢Ben VI), “Vehicles, aircraft, vessels and asstadlatransport
equipment” (Section XVII) are defined by industnylly main use.

Order of goods. As a general rule, goods are aecngorder of their degree of manufacture: rawemals first,

followed by unworked products, semi-finished praguéinished products. For example, live animalsifaChapter

1, animal hides and skins, in Chapter 41, and éedtotwear, in Chapter 64.Although a higher lesagkgory may

be defined mainly by one criterion, its subdivisioto lower level categories can be defined by qf)e For

example:

» leather and articles of leather belong in Sectidih bt, irrespective of having the same animagorj they are
classified in different chapters to reflect diffetastages of production (leather in Chapter 41¢lag of leather
in Chapter 42);

» heading 62.06 “Women'’s or girls’ blouses, shirtd ahirt-blouses” are divided into five subheadiagsording
to the material from which they are made (of sillsitk waste 6206.10, of wool or fine animal ha206.20, of
cotton 6206.30, of man-made fibres 6206.40, ofratinetile materials 6206.90).

Two categories of sub-headingsompilers of trade statistics should be awareshbheadings can be separated into

two categories:

» subheadings covering goosisecificallyidentified as a part of the heading by indicatimg or morespecific
attributes (e.qg., “Corks and stoppers” of natuakd503.10), and

» residualsubheadings covering all goods of the respectaslimgnot included in its other subheadings (e.qg.,
“Other” articles of natural cork4503.90).

The latter category comprises about 22% of all@tdiodes. Such subheadings may cover quite divggeds, and

their use in the coding of particular items shdwdundertaken with special care. Also, settingctiverol range for

such subheadings is problematic thus creatingaqlaility issue.

Split of headings into “one-dash” subheadin§®me headings are split into several “one-dashhsadings. Each

such subheading is identified by a 6-digit codeeretthe first four digits represent the headingde; and the lattef

two digits refer to the subheading's position wittiie heading. For example, heading 01.04 “Liveeghand goats’

is split into two one-dash subheadings: “Sheep0{010), and “Goats” (0104.20).

One-dash subheadings divided into “two-dash” sulztiegs The one-dash subheadings can be further divitted

“two-dash” subheadings. In such cases, one-ddstesulings are not coded; codes are assigned othig tavo-

dash subheadings. For example, heading 01.03 dwiee”, is split into two one-dash subheadings:réPored

breeding animals” and "Other". The former subhegd not further subdivided and is coded (0103.@jle the
latter is split into two parts and not coded. Ratlit is subdivided into "Other, weighing lessrit# kg" and

"Other, weighing 50 kg or more", which are code@®91 and 0103.92 respectively.

Headings which do not contain subheadingeadings which do not contain subheadings aegetde for data

processing purposes, as 6-digit codes, carryingzevos as their last two digits.

Section, Chapter and Subheading Nofidse headings and subheadings of the HS are aetoetpby Section,

Chapter and Subheading Notes and interpretaties,ruthich form an integral part of the HS and asighed to

facilitate classification decisions in general analarify the scope of the particular Sectionsafters, headings or

subheadings.

13.10. Causes of amendments contained in HE®ironmental and social issues of global
concern are the major feature of the HS12 amendmpaitticularly the use of the HS as the
standard for classifying and coding goods of speaiiportance to food security and the early
warning data system of the United Nations’ Food Agdculture Organization (FAO). The
volume of amendments within, for instance, Chaptdor the separate identification of certain
species of fish and crustaceans, mollusks and athgtic invertebrates, is substantial.
However, the modifications aim at improving the lgyand precision of trade data in these
commodities. The amendments incluihéer alia, improved specifications for species from the
Southern hemisphere. These amendments will enablemic trends in products other than
those familiar to North Atlantic consumers to benmared. In the same vein, new subheadings
have been created for the separate identificati@emain edible vegetables, roots and tubers,
fruit and nuts, as well as cereals. The HS12 aatufes new subheadings for specific chemicals
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controlled under the Rotterdam Convention and ozayer depleting substances controlled
under the Montreal Protocol. Other amendments texfilom changes in international trade
patterns. These include deleting 43 subheadingsadiiie low volume of trade in specific
products, separately identifying certain commoditieeither existing or new headings, and
reflecting advances in technology where possiBi@ally, a number of amendments aim to
clarify texts to ensure uniform application of the HS.

13.11. Re-use of codesWhenever revisions are made to the HS, somérgxitems are deleted
and new items are added by the creation of newihga@-digit codes) or subheadings (6-digit
codes). In order to accommodate users who maidtain different versions of the HS, code
numbers for commodities which have been deleteda@iree-used until a certain period has
elapsed, unless unavoidable. Where possible, cersfte encouraged to follow the same
practice for the more detailed commodity codes uisetional commodity classifications.

13.12. Correlation tablesThe WCO Secretariat has issued the correlatidlesebetween the
HS12and HS07 versions of the 8 and updated HS publications, such as the Explanato
Notes, the Compendium of Classification Opiniond #re Alphabetical Index. Customs
administrations also have a serious task to ensuety implementation of HS12, as required by
the HS Convention. Trade data compilers are adtisedoperate with national customs
administrations in order to ensure that data ctladn terms of HS12 is carried out on time.

D. Application of the HS for coding traded goods

13.13. General Rules for the Interpretatiomhe Harmonized System incorporates a series of
preliminary provisions codifying the principles which the HS is based and laying down general
rules to ensure uniform legal interpretation. Theme six of these rules, known as the General
Rules for the Interpretation, also known as Genlatalpretative Rules (or GIRs), which are
applied in hierarchical fashion, i.e., Rule 1 tagescedence over Rule 2, Rule 2 over Rule 3,
etc. Compilers should apply these rules when dlasgigoods not classified by customs. An
overview of these rules and the classificationessio which they apply is provided in the boxes
below.

Box 13.2
General Interpretative Rule 1 (GIR 1)

GIR 1: Role of titles of Sections and Chapters Sad-Chapters

The titles of Sections, Chapters, and Sub-Chapterprovided for ease of reference only; for lggaposes,
classification shall be determined according totémmns of the headings and any relative Sectiddhapter Notes.
There are, however, cases where the texts of #gimgs and Notes do not, of themselves, deterrime t
appropriate heading with certainty. Classificatiothen effected by application of the other Rules

128 See WCO Web site at www.wcoomd.org/home_hsdwboxes.htm.
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Box 13.3
General Interpretative Rule 2 (GIR 2(a) and GIR 2(h)

GIR 2(a): Incomplete or unfinished articles; unassded or disassembled goods

The scope of any heading which refers to a pasicailticle covers not only the complete article &lgb that article
incomplete or unfinished, provided that, as pres@nt has the essential character of the completi@ished
article. Complete or finished articles presentedssembled or disassembled, usually presentedthslge to the
requirements or convenience of packing, handlingasrsport, are to be classified in the same hgaalérthe
assembled articl&examples of applicatian

(&) A machine lacking only a flywheel, a bedplate, ndkr rolls, tool holders, etc., is classified ia game
heading as the machine, and not in any separatinigerovided for parts. Similarly, a machine pparatus
normally incorporating an electric motor (e.g.,ole-mechanical hand tools of heading 84.67) issifeed in the
same heading as the corresponding complete maehéreif presented without that motor.

(b) For convenience of transport many machines andrapsaare transported in an unassembled state.
Although in effect the goods are then a collectibparts, they are classified as being the macinimgiestion and
not in any separate heading for parts. The salkeago an incomplete machine having the featafdéke
complete machine, presented unassembled.

GIR 2(b): Mixtures or combinations of materialssubstances referred to in one heading.

The scope of any heading covering certain matesiatsibstances also includes goods consistingpartyy of such
materials or substances, unless another headies tef them in their mixed or composite state.aA®nsequence
of this rule, mixtures and combinations of material substances, and goods consisting of morecthamaterial
or substance, iprima facie classified under two or more headings, must assified according to the principles ¢
Rule 3.

Box 13.4
General Interpretative Rule 3 (GIR 3(a), GIR 3(b) and GIR(c))

GIR 3(a): Mixtures, combinations, and goods putrupets for retail sales, classifiablerima facie under two or
more headings

Goods should be classified in the heading givirgrttost specific description. However, there isavigion that if
two or more headings each refer to only one oftlagerials or substances contained in mixed or csitgpgoods,
or to only some of the articles included in a sétyp for retail sale, those headings are to bartegl as equally
specific in relation to those goods, even if on¢hein gives a more complete description than therstExamples
of application

(a) Tufted textile carpets, identifiable for use in wotars, which are to be classified not as accissof
motor cars in heading 87.08 but in heading 57.0%resthey are more specifically described as carpet

(b) Unframed safety glass consisting of toughenedroimated glass, shaped and identifiable for use in
aeroplanes, which is to be classified not in heg8®.03 as parts of goods of heading 88.01 or 88udih heading
70.07, where it is more specifically describedafsty glass.

GIR 3(b): Classification of goods according to thaterial or component which gives them their esakent
character

Covered are such articles as mixed or compositdgamods consisting of an assembly of differetitlas, and
goods put up in sets for retail sale. It appliely df Rule 3 (a) fails. According to this rule gg®are classified in
the heading applicable to the material or compondmth gives them their essential character.
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Examples of composite goods which can be clasdifieéference to Rule 3 (b) are

(a) Ashtrays consisting of a stand incorporating a neabte ash bowl.

(b) Household spice racks consisting of a speciallygshes! frame (usually of wood) and an appropriate
number of empty spice jars of suitable shape ar®l(sisually of glass with lids of plastics or mgtal
As a general rule, the components of these congpgeibds are packaged together.

Examples of sets which can be classified by reéerém Rule 3 (b) are

(a) Sets consisting of a sandwich made of beef, withitirout cheese, in a bun (heading 16.02), packaged
with potato chips (French fries) (heading 20.@gssification in heading 16.02

(b) Sets, the components of which are intended to ée togjether in the preparation of a spaghetti meal,
consisting of a packet of uncooked spaghetti (hrepdlD.02), a sachet of grated cheese (heading )odn@6a small
tin of tomato sauce (heading 21.03), put in a ca@assification in heading 19.02

(c) Hairdressing sets consisting of a pair of eledtar clippers (heading 85.10), a comb (heading®6 4
pair of scissors (heading 82.13), a brush (hea@@3) and a towel of textile material (headingd&3, put up in a
leather case (heading 42.0€)assification in heading 85.10

(d) Drawing kits comprising a ruler (heading 90.17jlisc calculator (heading 90.17), a drawing compass
(heading 90.17), a pencil (heading 96.09) and &ipsharpener (heading 82.14), put in a case ditiglaheeting
(heading 42.02)Classification in heading 90.17

GIR 3(c): Use of the heading last in numerical arde
This rule takes effect when goods cannot be classify application of GIR 3 (a) or GIR 3 (b). topides that

goods should be classified in the heading whichucectast in numerical order amongst those whictaltguerit
consideration in determining their classification.

Box 13.5
General Interpretative Rule 4 (GIR 4)

GIR 4: Goods which are not specifically coveredahy heading

Goods which cannot be classified in accordance Ritles 1 to 3- for example, because they have nepfeared
on the world market - shall be classified in thadiag appropriate to the goods to which they arstrakin.Kinship
can, of course, depend on many factors, such &siplgsn, character, purpose.

Box 13.6
General Interpretative Rule 5 (GIR 5(a) and GIR 5(9)

GIR 5(a): Cases, boxes and similar containers adlé for long-term use and presented with the Ei¢or which
they are intended

These should be classified in the same headingésuliing as the articles for which they are intendedamples
are: camera cases, musical instrument casesT bis.rule does not apply to containers which ghewhole its
essential character, such as a silver caddy canggiea.

GIR 5(b): Packing materials and packing containgresented with the goods they hold

These are to be classified in the same headingésuliig as the goods they hold. However, this groniis not
binding when such packing materials or packing @ioetrs are clearly suitable for repetitive use.
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Box 13.7
General Interpretative Rule 6 (GIR 6)

GIR 6: Classification in subheadings

Classification in the subheadings of a heading rhesteterminednutatis mutandiswith reference to the
principles applicable to classification in the 4jittheadings; in any event, the terms of the suthinga or
Subheadings Notes must be given precedence. Tilesdiso specifies that, for classification purgosly
subheadings of the same level are comparablentb#ns that, within a single heading, the choica afe-dash
subheading may be made only on the basis of the ¢éxthe competing one-dash subheadings; simjladlection
of the appropriate two-dash subheading, where sacgsmay be made only on the basis of the textiseof
subdivisions within the applicable one-dash subimead

13.14. The Rules establish classification principles whiahless the texts of headings,
subheadings or Section or Chapter Notes otherwipaine, are applicable throughout the HS
Nomenclature. Moreover, the Rules clearly providggep-by-step basis for the classification of
goods within the HS, so that in every case a proochwst first be classified in its appropriate 4-
digit heading, then in its appropriate 1-dash subtin within that heading and only thereafter
in its appropriate 2-dash subheading within thelerermined 1-dash subdivision; at each step
no account being taken of the terms of any loweellsubdivisions. This principle applies
without exception throughout the HS.

13.15. Settlement of classification disputé#/here a dispute arises between two or more
Contracting Parties regarding the interpretatioagplication of the HS, the parties concerned
should, in the first instance, endeavour to reagke@ment among themselves. However,
classification disputes which cannot be settledlibgct negotiation are referred through the
WCO Secretariat to the HSC which after examinati@kes appropriate recommendations for
their solution. If the HSC is unable to settleigpdte, it refers the issue to the WCO Council for
a recommendation on the question. In either etkatparties to a dispute may agree in advance
to accept the recommendation of the HSC or the €ibas binding.

13.16. Use of HS Chapters 98 and.9%he HS considers Chapters 98 and 99 to be esdéov
special use by Contracting Parties. In practieegls a tendency for countries to reserve
Chapter 98 for goods which can be classified athapter level of the HS and to use Chapter 99
for recording special transactions and commoditggaries not classified according to the HS
(e.g., postal packages not classified accordirgna). It is advised, that this practice be
followed by all countries. Compilers are encourhtgecode items attributed to Chapters 98 and
99 by applying the formats "98hh" (where “hh” i ttode of the HS chapter where goods could
have been classified) and "99xxxx" (where “xxxxaisequence of digits chosen by a country to
code a particular transaction). In general, it goad practice to limit the use of these chaptsrs a
much as possible since the groupings used by desrtrthese chapters are usually not
internationally comparable.
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Box 13.8
Examples of use of chapters 98 and 99 in the Coml@d Nomenclature of the EU

Chapter 98 This chapter is used to simplify the classificatdf individual parts of an industrial plant, j.lrge-
scale, stationary units producing goods or progdiarvices. The commodity codes are composed lasvol
the first four digits shall be 9880,
the fifth and the sixth digits shall correspondtie CN chapter to which the goods of the compompant
belong, the seventh and the eighth digits shafl.be

Chapter 99This chapter contains codes applicable in intragd extra-EU trade statistics as defined by the
implementing regulations:

Goods delivered to vessels and aircraft
9930 24 00 goods from CN chapters 1 to 24
9930 27 00 goods from CN chapter 27
9930 99 00 goods classified elsewhere

Goods delivered to offshore installations

9931 24 00 goods from CN chapters 1 to 24

9931 27 00 goods from CN chapter 27

9931 99 00 goods classified elsewhere
These codes are mandatory within the intra-EU tradey are optional within the extra-EU trade sonhbber
States’ Customs authorities may choose not to appiy.

Trade under military secrecy:
9999xx99 (xx is the CN Chapter)
9999xxxx (xxxx is the HS4 code).

These codes are not specified in the legislatiah strould be provided to Eurostat only in exceptiar@ses. The

real CN code is preferred to be transmitted by Mengiates.

Codes applicable to Intraswly:
Low value transactions and trade under the singplifon threshold (for residual products only): 998000
Parts for motor vehicles: 9990 87 zz (zz accordingational purposes)
Parts for aircraft: 9990 88 zz (zz according taaret! purposes)

Codes to be used only on customs declaration
Certain goods, which are not subject to dutiestloeroprohibitions or restrictions:
9905 00 00 for personal property belonging to redtpersons transferring their normal place of resie
9919 00 00 for the following goods, other than thogentioned in 9905 00 00:
(i) trousseaux and household effects belonginggeraon transferring his or her normal place otiese
on the occasion of his or her marriage; persor@gnty acquired by inheritance.
(i) school outfits, educational materials and retehousehold effects
(i) coffins containing bodies, funerary urns caiming the ashes of deceased persons and ornamental
funerary articles
(iv) goods for charitable or philanthropic orgatisas and goods for the benefit of disaster victims

These codes are optional so Member States’ Cusdaathsrities may choose not to apply them.

E. Measures to ensure proper classification

13.17. Knowledge of compilers about the HSs a good practise that compilers have a close
dialogue with customs on implementation of the Bi&J familiarize themselves with the HS so
that they can review, for statistical purposesssifecation assignments made by customs and
assign appropriate HS codes to commaodities notléabky customs.
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13.18. Measures to ensure proper classificatioBoods need to be properly classified in HS,
not only in order to ensure effective revenue abiten, but also for the compilation of consistent
international trade statistics. HS, when incorpeaan the national tariff, becomes a national
law. Correct goods classification is a legal oligaof declarants and entering wrong codes in
the goods declaration may entail legal consequenitésa good practice for compilers of trade
statistics to cooperate with customs administratiorefforts to provide training and assistance
to declarants in the business community, and teease their awareness about their obligation
and the importance of properly classifying goodspimicy and analytical purposes.

13.19. Training and tools for customs officers and tradexesother important way of ensuring
proper goods classification is organizing trainiagcustoms officers, traders and trade
statisticians in the application of HS. It is asbd that statistical offices, in cooperation with
customs, develop appropriate training programmescanduct training seminars and workshops
on a regular basis. It is also advised that tradda dompilers periodically undertake special
studies to assess the accuracy of the classificdgoisions and discuss their results with
customs authorities. These studies may focus @mibst frequently exported/imported goods or
on traders with a significant share in total coymtxports/imports. Also, appropriate assistance
and tools for assigning the appropriate HS shoalthbde available to customs officers and the
business community.

13.20. WCO measures to improve the quality of classificatiecisions As part of the technical
assistance programme of its Nomenclature and Gitzdgon Sub-Directorate, the WCO
periodically conducts regional training seminargmdance the classification skills of local
customs personnel. At such seminars, classificgtinciples are reviewed and practice is given
in classifying a sample goods. Unresolved classifon questions raised during such seminars
may be forwarded to the Secretariat, which prepanegnswer. If the Contracting Party does not
agree with this answer, it can ask that the mageeferred to the HSC for resolution. WCO has
also assisted customs offices in establishing custaboratories to which goods may be sent
when technical data are required for proper clasgion (see para. 13.20 below). In addition,
representatives of intergovernmental and othernatenal organizations are often invited to be
present at HSC meetings, where they are able t@ th@kCommittee aware of the need for new
elements in the classification, of industry pragsievhich affect classification (e.g., of the use of
an unusual form of measurement, or a particulamse&distinguishing quality, with regard to a
given commodity), and of difficulties traders havigh classifying certain goods.

13.21. Customs Laboratorie®©ne important measure helpful in assisting dentares
establishing of customs laboratories. The techmature of classification work often demands
laboratory analysis of certain products to enalfsdértcorrect HS classification. Customs
laboratories are able to establish an efficientesgswvithin which samples of goods for analysis
are sent to the laboratory, prompt and relevaniaes of such samples are performed and
results are expeditiously reported. The WCO hapamed & ustoms Laboratory Guid&®to
serve as a practical handbook to establish or ivgecostoms laboratories in developing
countries.

129 World Customs Organization (Brussels, 1996).
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F. Country experiences in the use of the HS

13.22. Benefits and challenges in the use of the H& HS is in use since 1988. During this
period both benefits and challenges in its usernecapparent. Compilers should be aware of
them in order to use the benefits to the maximutaregxpossible while properly dealing with the
challenges of its application, e.g., through the aisother classifications more suitable for
particular needs (see chapter 27).

13.23. Benefits of using the HEIS is the only commaodity classification recommehbg the
United Nations Statistical Commission for the cdfilen and compilation of international
merchandise trade statistics. It is also widelyduse dissemination and analysis of these
statistics because:

(a) HS provides the legal text and extensive explagatotes which ensure the maximum
possible uniform interpretation of the definitiohacommodity groups thus creating a universal
language applicable both in commercial practiceiarichde negotiations;

(b) HS enables international comparability of trad¢istias at the 6-digit level, facilitating
detailed analysis of international trade and its i the globalization of national economf&S:

(c) The universal application of HS allows to condutt&ive trade data reconciliation
studies;

(d) HS contains detailed descriptions of commodities itsheadings and sub-headings can
be used, therefore, as the building blocks for ogineduct classifications;

(e) The HS Convention allows each country to add ita tavel of statistical detail beyond
the 6-digit level, thus providing the necessaryifidity to accommodate national needs;

() The establishment of data conversions from HSheratlassification and its widespread
use in data collection allows to easily provideomfation for various purposes (see chapter 27).

13.24. Challenges in the implementation and use of theTH8.most frequently cited
challenges in the use of HS include the following:

(a) HS is relatively complex and difficult to implemenithout very extensive training, e.g.,
to avoid serious classification errors. Also, the Explanatory Notes, which are critical for
classification guidance, are not cost-free, whidymeduce their use by trade analysts;

(b) HS does not provide stand-alone descriptors @-dgit codes which can be used as
metadata in trade statistics databases and pubhsathis leads to duplicative work as many
countries and international organizations develaps descriptors;

(c) Definition of commodity groups in the HS is not alyg satisfactory for economic
analysis, and therefore it is necessary to devaoipus analytical classifications (see chapter
27);

(d) Commodities are not always classified in a waychhieflects countries circumstances
and statistical priorities, particularly at the rmdstailed levels of classification. Many coundrie

130 In this connection it should be stressed thahtries should avoid the use of simplified clasaifon decisions
as much as possible even if certain customs proesdund thresholds allow this.
131 Countries are advised to consult the WCO webfsi additional materials on such descriptors.
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further divide HS sub-headings to provide the ilatquired for their tariff and statistical
purposes; sometimes countries use alternative grgsifior certain commodities to better suite
their analytical needs;

(e) As part of the HS, the WCO recommends the usertdicestandard units of quantity on
the 6-digit HS level (see chapter 17 for detal)wever, the recommended units of quantity
don't always reflect the quantity units used irustdy practices, which in certain cases creates
additional difficulties in the HS implementationdaanalytical us€?

() Frequent revisions of HS result in the discontimmabr merging of some codes every
five or so years. This causes breaks in time segeged for analytical purposes.

13.25. It is recognized that most of the challenges listedve are inherent and unavoidable to a
large degree in a multipurpose international comityadiassification. Countries are advised to
build upon the strengths of the HS while minimizingeaknesses, e.g., by providing more
detailed commodity breakdowns beyond the 6-digitlei&l. Also, it is a good practice to use
other product classifications such as SITC, CPCEBIEG as well as ISIC, as applicable (see
chapter 27 for details).

Box 13.9
Eurostat experience in the development and use dié¢ Combined Nomenclature

The Combined Nomenclature (CN) was establishedduyn€il Regulation (EEC) No 2658/87 of 23 July 1987
the tariff and statistical nomenclature and on@eenmon Customs Tauriff. It ensures that requiremeftie
Common Customs Tariff, the external trade staisti€ well as other EU policies concerning the irgimm or
exportation of goods are met at one and the sanee ti

The CN is a further breakdown of the Harmonised&yghat introduces 8-digit codes below the 6-dayitl
of HS. These 8-digit codes are referred to as $0bheadings', and are created in those cases where
corresponding rate of duty is specified. When ahd&ding or subheading is not further subdividedhHerEU
purposes, the seventh and eighth digits are ‘00"

The CN comprises also preliminary provisions, a agadditional section or chapter notes and foies
relating to CN subheadings.

The Combined Nomenclature is reproduced in Anneftthe above mentioned Council Regulation. Thesrate
of duty of the Common Customs Tariff and, whereli@pple, the supplementary statistical units, ali asgother
necessary information are laid down in that Annex.

The CN codes as well as the supplementary uniteeaiged on an annual basis, amending Annex | tirau
Commission Regulation reproducing the completeiwarsf the CN. As a result, CN codes are createt&ted or
merged in order to:

» take into account changes in requirements relatirggatistics or to commercial policy;

« take into account technological or commercial depeaients;

« align or clarify texts;

e introduce the changes of HS

The said Commission Regulation shall be publist@dater than 31 October in the Official Journatied EU
and it shall apply from 1 January of the followiyegr.

To help in classifying commaodities, CN Explanatdblgtes are produced on an ad-hoc basis, althoughatiee
not legally binding.

132 For example, natural gas traders work in BTuds, not in m3. This is also particularly truelie textiles area.
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Box 13.10
Canada’s stand-alone commodity descriptors

Merchandise trade data disseminated by Statisacs@a is often supplied with ‘stand -alone’ degoripto
identify the commodities of a particular data serihile trade data is collected using the Harnmexhi@ystem
(HS), the HS descriptors are not always suitahblgfdblication purposes. The length of the legalddScriptors and
the use of ‘Other’ or ‘Other — Other’ often do mpwbvide meaningful labels for disseminated data.ex@ample, the
Canadian Customs Tariff contains the following diggors:

- Reception apparatus for television, whether darimmorporating broadcast receivers or sound oewid
recording or reproducing apparatus:

8528.72 - - Other, colour

8528.72.20.00 - - - Incomplete or unfinished tede receivers, including assemblies for televisieceivers
consisting of video intermediate (IF) amplifyingdatletecting systems, video processing and amgldicaystems,
synchronizing and deflection circuitry, tuners @ander control systems, and audio detection and iiogtion
systems plus a power supply, but not incorporadicgthode-ray tube, flat panel screen or similspldy.

This has been shortened by a Statistics Canadd-atane description: “Television receivers, colour,
incomplete or unfinished.”

Data users are advised that these stand-alondptessmare for dissemination purposes only and mavkegal
standing. While they are not as precise as thd tegsriptors, they do provide an easier understgnof the basic
data series.

Box 13.11
Relationship between HS, the European Union’s Combed Nomenclature and other
international classifications relevant to trade stéistics

The following schema illustrates how various in&gimnal, European, and national classificationsvat to trade
statistics relate to each other. Each arrow indga relationship from a reference classificatia derived
classification. Solid arrows indicate classifioats liked by structure. Dotted arrows and lineBdate
classifications linked through conversion tables.

Economic
Activities Products Goods

World level ,I_S_IC_| —————— CPC kemm e -I_H_S_"

N
European Union — ] | I
NACE CPA PRODCOM & --- CN
level = [l | |<_ | ‘
National National National
National level versions versions —>|  versions
of NACE of CPA of PRODCOM

ISIC: International Standard Industrial Classificatof all Economic Activities.

NACE: Statistical Classification of Economic Actigis in the European Communities
_CPC: Central Product Classification

CPA: Classification of Products by Activity
. HS: Harmonized Commaodity Description and Codingt&ys

CN: Combined Nomenclature

SITC: Standard International Trade Classification

PRODCOM: Classification of goods used for statssta industrial production in the EU.
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Chapter 14 Valuation

14.1. Introduction. This chapter elaborates on the recommendations emduragements
contained in IMTS 2010, chapter 4, on valuationcdhtains details on the compilation of the
statistical value of both the “cost, insurance &meight” (CIF) and the “free on board” (FOB)
types of value, based on the invoice price and geomdelivery (using Incoterms 2018},
Further additional guidance is provided on the &abn of selected categories of goods and
issues of currency conversion.

A. Statistical value and its components: an overvie

14.2. Statistical value.IMTS 2010, para. 4.1 recommends that for all goodsered in
international merchandise trade statistics, whetbkt, exchanged or provided without payment,
a statistical value should be recorded. IMTS 2Qkther recommends that the statistical value of
exported goods be a FOB-type value and the statistalue of imported goods be a CIF-type
value. Countries are encouraged to compile FOB-igbee of imported goods as supplementary
information. The statistical value is defined imme of three components: (a) the transaction
value of the goods, (b) the value of services paréal to deliver the goods to the border of the
exporting country that are not already includedhia transaction value, and (c) the value of the
services performed to deliver the goods from thel&oof the exporting country to the border of
the importing country that are not already includedhe transaction value. FOB-type value
comprises components (a) and (b), while CIF-tydaes&s the sum of (a), (b) and (c).

14.3. Need to consider all appropriate sources of infotigra The recommendations imply
that compilers should develop statistical procesitoanake use of all price/value information
available in customs records, other administradmerces and commercial documents and to
estimate the statistical value of goods where sufcinmation is not provided or appears
inaccurate. In order to obtain the statistical eadfithe goods compilers should have a clear
understanding of the basic concepts relevant tedheation as well as the knowledge of
advantages and limitations of various data sources.

14.4. Definition of transaction valueMTS 2010 recommends that the transaction valubef
goods should be established in accordance witih® Agreement on Customs Valuation
which defines it as “the price actually paid or ablg for the goods when sold for export to the

133 Incoterms provide a set of international rditgshe interpretation of the most commonly usedi¢rterms in
foreign trade. Successive revisions of Incotermsmeen introduced by the International Chamb&afhimerce
(ICC) to adapt them to contemporary commercial ficacincluding Incoterms 2000 (endorsed by thetéthi
Nations Commission on International Trade Law) Brmbterms 2010 (which went into effect on 1 Jan2i3§1).
Incoterms 2010 defines 11 terms of delivery: EXk8QIEXW), Free Carrier (FCA), Carriage paid to (QPT
Carriage and insurance paid to (CIP), Deliveretemiminal (DAT), Delivered at Place (DAP), Deliverddty paid
(DDP), Free Alongside Ship (FAS), Free on BoardBost and Freight (CFR) and Cost, Insuranceraedjht
(CIF). For details on Incoterms 2000, see the Repfdhe Secretary-General (A/CN.9/479) (availadreline from
http://daccess-dds-ny.un.org/doc/lUNDOC/GEN/V00/93(PDF/\VV0053093.pdf). Further information on
Incoterms 2010 is available from the ICC websithtgt://www.iccwbo.org/incoterms/, as well as inT® 2010,
Annex E.
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country of importation adjusted in accordance i provisions of Article 824 (IMTS 2010,
Annex D, article 1). This price is to be calculated‘the total payment made or to be made by
the buyer or for the benefit of the seller for imported goods”; payments can be monetary or in
the form of specified goods or servicédThe compiler should be aware that the total pagmen
made or to be made by the buyer or for the beoéthe seller for the imported goods according
to Article 8 of the Agreement should include ortig following items to the extent that they are
incurred by the buyer but are not included in thegoactually paid or payable for the goods:

(a) commissions and brokerage, except buying commisSfn

(b) the cost of containers which are treated as bamegfar customs purposes with the
goods in question;

(c) the cost of packing whether for labour or materials

(d) the value, apportioned as appropriate, of the gaodsservices supplied directly or
indirectly by the buyer free of charge or at realicest for use in connection with the production
and sale for export of the imported goods, to ttterd that such value has not been included in
the price actually paid or payable:

(e) royalties and license fees related to the goodsghealued that the buyer must pay,
either directly or indirectly, as a condition ofesaf the goods being valued, to the extent that
such royalties and fees are not included in theepaictually paid or payable;

(H the value of any part of the proceeds of any sulbbs@gesale, disposal or use of the
imported goods that accrues directly or indiretdlyhe seller.

Any costs incurred by the seller associated withdgadelivery to the buyer and which the buyer
agrees to pay can be part of transaction value @xport taxes and duties).

14.5. The Agreement covers only the case of imported geotject tad valoremduties.
However, IMTS 2010 recommends that for statiseaposes the transaction value of all
imported and exported goods should be establishédeobasis of the Agreement (IMTS 2010,
para. 4.4).

14.6. Relationships between transaction valciestoms value and statistical valu@mpilers
should be aware of the fact that the Agreemenndsfcustoms value as transaction value, but
gives customs authorities flexibility in determigiits components. Countries are free to include
in or exclude from the customs value, in wholemopart: (a) the cost of transport of the imported
goods to the port or place of importation, (b) iogdunloading and handling charges associated
with the transport of the imported goods to the poiplace of importation; and (c) the cost of
insurance. This means that depending on the coangtpms practice the transaction value can
be defined differently and cover partially of whothe cost of services performed to deliver the
goods from their location in the exporting courtythe border of the importing country.

134 World Trade Organizatiofithe Results of the Uruguay Round of Multilateradde Negotiations: The Legal
Texts(Geneva, 1995), page 198

135 Ibid. Annex 1, Note to Article 1 and Generdtdductory Commentary, para. 1, p. 211

136 Buying commissions are the fees paid by thebtgyabona fidebuying agent (a third party acting as an
intermediary on behalf of the buyer) for its seegdén connection with the purchase of an importsatig Typically,
the commission is equal to an agreed upon percemtkipe price of the goods. See, e.g., US CustmdsBorder
Protection (2006), “Buying and Selling Commissians”
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14.7. Customs rules may require that the transactionevafumported goods includes all cost
components of CIF-type value and that the transactalue of exported goods include all
components of FOB-type value. Whenever this iscte, it is a good practice to accept the
customs value as the statistical value. In all otlases compilers should make the necessary
adjustments to the available customs values asuséh Article 8.1 of the WTO Agreement on
Valuation, including adjustments concerning insgeaand freight. If the required information is
not available or does not exist (e.g., where gaodss the border without being sold, as with
food and other humanitarian aid), the statistiedli® should be estimated using valuation
principles contained in IMTS, chapter 4 and asosébelow.

14.8. Statistical value and invoice pricEhese are two different concepts. The invoiceepri
represents an expected direct monetary paymehetseller and may not take account of other
payments (both monetary and non-monetary) whichilshme included in or excluded from the
transaction value. Therefore, the invoice pricassally only a starting point in the derivation of
the customs and/or statistical values and has twhested as necessary. The invoice price may
not be acceptable for this purpose if the cond#tiohArticle 1 of the WTO Agreement on
Customs Valuation are violated (e.g., the buyg@résluded by the seller from reselling the
goods), in which case the transaction value shbeldetermined on another basis provided for
in the Agreement. Further, the invoice value depetthe terms of delivery of the goods and
may include various service components conceptgalgred in items (b) and (c) of para. 14.2
above. Therefore, it is very important that whetinesting the statistical value compilers have
information about the delivery terms, so that thecsfic cost items included/not included in the
invoice price can be identified and compilers ara position to make needed calculations to
obtain the recommended statistical value (seemsecB and C).

14.9. The value of service componenihe services rendered in the delivery of goodbéo
border of the exporting or importing country inafydor example, loading/unloading of the
goods, fulfilling of the customs formalities suchaearing goods for exportation and paying
applicable taxes and duties, transportation, asdrance. They may or may not be included in
the invoice price and, in many cases they shouleMaéuated in order to be included or excluded
from the invoice price in order to obtain the reqdistatistical value. It is advised, that
compilers apply generally accepted accounting pias which would allow the establishment

of the value of these services, broadly followihg tlefinition of the transaction value of goods
as provided in the WTO Agreement on Customs Vabuatilt is further advised that the 2008
SNA and BPM6 guidelines on valuation of servicesaken into account whenever appropriate.

14.10. List of cost items relevant for the determinatidinhe statistical valueThe main cost
items relevant for the determination of the statdtvalue of the goods for purposes of
international merchandise trade statistics*re

(a) Cost of the goods at “factory” gates;
(b) Cost of loading on internal transport;

137 Further details on the cost items (includingtencost items in the case of customs unions)hailprovided on
the UNSD website as they become available.
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(c) Cost of transportation from seller's warehouse tomearrier (including container
stuffing costs);

(d) Cost of insurance to border of exporting country;

(e) Contract of carriage, trade documents in exportmgntry;

() Cost of loading on main carrier (including trand@ord warehouse port costs);

(g) Cost of customs clearance at exportation, includimgexport duties and other charges;
(h) Cost of international carriage to border of impagtcountry;

(i) Cost of insurance while in international carriage;

() Cost of customs clearance at importation, includimgort duties and other charges;

(k) Cost of unloading at the port of importation (irdihg transport and warehouse port
Costs);

()  Cost of transportation in the importing countryc({urding container un-stuffing costs);
(m) Cost of insurance while in transport in the impagtcountry;
(n) Cost of unloading at the buyer’'s warehouse.

B. Compilation of the statistical value of importedgoods

14.11. Use of customs value as the statistical vallighe customs value is determined in
conformity with the WTO Agreement on Customs Valat the statistical value of imported
goods is either equivalent to the customs valumaarbe derived from it by adding the cost of
certain services as per Article 8.2 of the WTO /Agnent. The consequence of this provision of
Article 8 is that the customs value of imported g®may or may not cover the value of all the
services required for inclusion in the statisticallue of imported goods, e.g., may or may not
include insurance and freight. If a country ch@o®einclude all the required cost items in the
customs value, then the customs value will be tégssical value. If not, compilers need to add
the costs (possibly estimated) of these servicéset@ustoms value to obtain the statistical
value.

14.12. Use of customs value if the terms of delivery dfed® CIP. The customs value for
imports should be accepted as the statisticakvaithout any adjustments if:

(a) The customs value was established in accordanteAstitcles 1-8 of the WTO
Agreement; and;

(b) The terms of goods delivery are CIF or EfPand none of the exclusions from the
customs value allowed in Article 8 (2) were made.

14.13. Use of the customs value if the terms of delivegyother than CIF/CIP.The terms of
goods delivery may be other than CIF or CIP. hiest cases the customs value should be

138 The Incoterm CIP (Carriage and Insurance Raitsthe containerized transport/multimodal eql@xaof the
CIF rule.
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accepted as the statistical value, provided theatafipropriate adjustments were made by the
customs or the trader to the invoice price. Compi#dould confirm with customs authorities
that, if the terms of delivery are other than CIFFChe customs value includes the value of the
services covered by the definition of CIF-typeistatal value and that it excludes any other
costs. An outline of the required adjustmentditinvoice price is contained in Table 1 below.

14.14. Declaration of the customs valueis the responsibility of customs to ensure fihaper
calculation of the customs value. To ensure acgur@any countries require the importer to
complete a special form - the declaration of th&@ms value. This declaration identifies the
cost components which are included in the custoahsey depending on the terms of delivery. If
such a declaration is available, it is a good [ractn the case of high value shipments, to
review the cost components listed in it in ordeseas whether any adjustments to the customs
value are necessary. It is also advised that demspaooperate with the customs in efforts to
improve the reliability of the valuation procedures

14.15. Compilation of the statistical value in the absentéhe customs valudf the customs
value deviates from the requirements of the Agreenwe if there is no customs value,
compilers should derive or estimate the statistresthe following the principles of the
Agreement. The Agreement is reproduced in IMTS02@hnex E.

14.16. Adjustments to the invoice value of imported gatefending on the terms of delivery
Customs administrations generally require the FQBZIF-type value to be placed on the
customs declarations by traders or, if neededutstie those values themselves based on the
various documents submitted by traders. Such stipgatocuments may include the contract of
sale, which would normally contain the terms ofivkrly of goods and the price of the goods,
and the invoice issued by the seller of the goodké buyer. The price of the goods negotiated
between traders and reflected in the invoice (edgerred to as invoice price) depends on the
terms of delivery. The terms of delivery are aneagnent between the seller and the buyer as to
who is responsible for the cost and risk of delivgthe goods to the agreed place. Types of
terms of delivery used in international commeroeluding FOB-type and CIF-type, are defined
by the International Chamber of Commerce and aserdeed in IMTS 2010, Annex E.
Compilers have to make appropriate adjustmentsedantvoice price to obtain CIF- or FOB-type
values of goods if such values are not availaldmfcustoms or other sources

14.17. Table 14.1 describes the various terms of deliyEny row) in terms of a list of cost
items that need to be added/subtracted from th@aa\price (left-hand column) to obtain CIF-
type value of imported goods. The list of costisais indicative, and may not be applicable in
all cases. The content of a cost item as wellsasc¢lusion in/exclusion from the invoice price
might be different from one transaction to anofffier the purposes of tables 1, 2 and 3, it is
assumed that cost of the goods at “factory” gat@sdluded in the invoice price), depending on
national legal requirements and on the contractgedements between the parties. The CIF
column of the table identifies cost items which ewgered by the definition of the CIF-type
value, and which are assumed to be normally includé¢he invoice price of imported goods
when delivered under those terms (marked withetterly). Other columns of each table
indicate whether a cost item is assumed to ben@)ded in the invoice price when the goods
are delivered under those terms, with no adjustmeetled (marked with the symbol “*”); (b)
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excluded from the invoice price and to be addat (fmarked with the symbol “+”); or (c)
included in the invoice price and to be subtradtenh it (marked with the symbol “=*). An
empty cell indicates that the item is assumed texaduded from the invoice value and,
therefore, from the CIF- or FOB-type values as wéllin a particular case, an assumption
regarding inclusion or exclusion of any cost itenthe invoice price is not correct, that item
should be subtracted or added as appropriate.eFheRCA is marked FCA/x to indicate that it
is interpreted as FCA, border of exporting country.

14.18. The use of Table 14.1 can be illustrated as follolfisfor example, goods are imported
under the terms of DDP (delivered duty paid to bisy@arehouse), then the insurance while in
international transport should be added, howewerctst of customs clearance at importation,
including import duties and other charges, costafsportation in the importing country and
cost of insurance while in transport in the impaytcountry, and the cost of unloading at the
buyer's warehouse, should all be subtracted frenn¥oice price to obtain a CIF-type value as
recommended for import statistics.

Table 14.1
Adjustments to invoice price to obtain CIF-type valie of imported goods

Terms of delivery

C|E|F|F|F|C|Cc|Cc|D|D|D
Cost items | X|C|A|O|F|P|I |A|A|D
FIW|A|S|B|R|T|P|T|P|P

X

Costs in exporting country

1. Cost of loading on internal transport Y |+ |

2. Cost of transportation from seller’'s warehowsmain carrier| Y | + | * | * | * | * |*x |* x
(including container stuffing costs)

3. Cost of insurance to border of exporting country Y |+ | ] F

4. Contract of carriage, trade documents in expgrtountry

<
*
*
*
*
*
*
*
*

5. Cost of loading on main carrier (including trpos and 2N T S L L L L R R
warehouse port costs)

6. Cost of customs clearance at exportation, inetudny export| 'Y | + | * |+ | * | * | * |* |* |* ¥
duties and other charges

Main carriage

7. Cost of international carriage to border of imjng country Y |+ |+ |+ +| | **F*F

8. Cost of insurance while in international careiag Y |+ |+ |+ ] + | +]| +] *| +| +] +

Costs in importing country

9. Cost of customs clearance at importation, inalgidmport -
duties and other charges

10. Cost of unloading at the port of importatiomc{uding YO L+ [+ 4] +] x| x| *]*|+]*
transport and warehouse port costs)
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11. Cost of transportation in the importing cour{including -
container un-stuffing costs)

12. Cost of insurance while in transport in the émimg country =

13. Cost of unloading at the buyer’s warehouse -

Legend:(Y) cost items which are covered by the definitadrCIF-type value and normally included in thedioe
price when delivered under CIF terms,; (*) normatigluded in the invoice price when the goods alévdred
under the terms indicated in the columns headindb,no adjustment needed; (+) excluded from tlveice price
and to be added; (-) included in the invoice p&nd to be subtracted.

AUnder the FOB term, this cost item may be dividethieen seller and buyer and may be only partiatijuided in
the invoice value of the goods. Since the loadihgoods on board a ship is required to make tleelg@vailable to
the buyer in the importing country, its cost shooddfullyincludedin the CIF-type statistical value of imported
goods.

®) Under the CIF term, this cost item may be dividetiveen seller and buyer and may be only partiatijuded in
the invoice value. Since the unloading of goodheport of importation is required to make thedmavailable to
the buyer in the importing country, its cost shooddfullyincludedin the CIF-type statistical value of imported
goods.

14.19. Establishing the statistical value of imported gaddommercial practices in
international merchandise trade display a variégyetail in the terms of delivery of goods.
Statisticians should carefully examine the avadatdta sources and information, including the
terms of delivery of goods, in order to derive teeommended CIF-type values. In addition,
they should establish a close cooperation witlctlstoms and other primary data collectors in
order to provide guidance on the methodology raggrthe statistical value and to ensure the
availability of adequate data.

C. Emerging good practices in the compilation of F@ type value of imported goods

14.20. A number of countries compile FOB type value of aripd goods on a regular basis. An
example of how this is done is provided in Box 1delow.

Box 14.1
Philippines practice in compiling the FOB value oimports

The valuation of imports in its monthly releaseshie Philippines is in terms of FOB value. Thalfipublication
for imports, however, consists of both FOB and CIF.

The FOB value is computed in two ways. First,tdrens of delivery or incoterms in Box 20 of the lonpEntry
and Internal Revenue Declaration Form (IERD) isckle. If the entry in Box 20 is FOB, the valusiisiply
copied. If the terms of delivery is CFR, the FOBue is computed by subtracting the Freight valbekvis found
in Box 9a of the IERD. If the terms of deliveryG$F, the FOB value is computed by subtractingstine of the
Freight value (Box 9a) and the Insurance value (8w

Another way to compute the FOB value is as follom@B value = Dutiable Value in Peso (Box 46)/Exa@mRate
(Box 23) — [Freight Value (Box 9a) + Insurance \&(Box 9b)]

14.21. Estimation of FOB value of imports from alternatdegta sourcesin cases where FOB
values are not available from the primary trade daturce, they can be estimated using actual or
estimated freight and insurance costs for transastprovided by traders on declarations,
supplemented by information on freight and insuearates from providers of these services.
CIF/FOB adjustment factors could be obtained fropample of imports by supplementary
guestionnaires to importers. The sample couldebected from the imports declarations, with
information on importers’ names and contact adé®bging the basis for the survey. Another
possibility is to obtain information on the expattealue in cooperation with authorities in the
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exporting countries, if processing systems andidentiality rules allow declarations to be
accessed.

14.22. Adjustments to invoice value to obtain FOB-typeigalf imported goodd.able 2
provides guidance on the adjustments to invoiaeephat are required to obtain the FOB-type
value of imported goods. (See para. 14.17 for exgtlan of the notation used in Table 2)

Table 14.2
Adjustments to invoice price to obtain FOB-type valie of imported goods

Terms of delivery

FIE|F F|C|C|Cc|C|D |D|D
Cost items o|x|C A |F|Il |P|I |A |A|D
B|W|A S |R|F|T|P|T |P|P
Ix
Costs in exporting country
1. Cost of loading on internal transport Y | +]|* W e e i
* * * * * * % tk k

2. Cost of transportation from seller’s warehotsse Y |+
main carrier (including container stuffing costs)

3. Cost of insurance to border of exporting country | Y | +| * W e e i

4. Contract of carriage, trade documentsinexpgrti | Y | +|* S B IR Lo R Eo T R
country

5. Cost of loading on main carrier (including traos va |+ + S R R IR I o R
and warehouse port costs)

6. Cost of customs clearance at exportation, inetud | Y | +| * Sl IS o R Lo For
any export duties and other charges

Main carriage

7. Cost of international carriage to border of imijng o e Rl - -
country

8. Cost of insurance while in international careiag - - -

Costs in importing country

9. Cost of customs clearance at importation, iroigid -
import duties and other charges

10. Cost of unloading at the port of importation b
(including transport and warehouse port costs)

11. Cost of transportation in the importing country -
(including container un-stuffing costs)

12. Cost of insurance while in transport in the éming -
country

13. Cost of unloading at the buyer’s warehouse -

Legend:(Y) cost items which are covered by the definitadr-OB-type value and normally included in thedioe
price; when delivered under FOB terms, (*) normaicluded in the invoice price, when the goodsdelkvered
under the terms indicated in the columns headindb,no adjustment needed; (+) excluded from thveice price
and to be added; () included in the invoice p&nd to be subtracted.

AUnder the FOB term, this cost item may be dividethieen seller and buyer and may be only partiatijuided in
the invoice value of the goods. However, it shdagdullyincludedin the FOB-type statistical value of imported
goods.

®) Under the CIF term, this cost item may be divibetiveen seller and buyer and may be only partiadiuded in
the invoice value. However, it should be fullycludedrom the FOB-type statistical value of importedds.

14.23. The allocation of work in this area between tra@g¢istics and balance of payments
compilers will depend on national circumstances the interlinked nature of the tasks means
that there should be close cooperation. As freagickinsurance costs vary with factors such as
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the commodities involved, mode of transport, sizeamsignment, and distance between ports,
adjustment factors should be derived in some ddtaiiexample by country, product, and mode
of transport. To the extent that the costs vagrdwvne and with the mix of products, they will
need to be updated frequently. For adjustmentfadtom samples, the degree of detail is likely
to be considerably less than is possible with ceteptoverage from customs declarations.
Adjustment factors are usually expressed as pexgestof trade values, but this is only an
approximation, as some costs relate to weight tumae rather than to value. In addition, the
relative prices of the good and its transport cosght move in different ways (for example, if
metal prices fall, there is no reason to expedtfteagght costs would also fall). The insurance
companies which insure goods when they leave cegrdre possible sources of information on
insurance.

D. Compilation of statistical values of exported gods

14.24. Use of customs value as the statistical valliae customs value and the statistical value
of both imported and exported goods should be stardi. In this connection IMTS 2010
recommends that countries adopt the WTO Agreeme@ustoms Valuation as the basis for
valuation of all goods flows (IMTS 2010, para. 4.%his approach builds on Article VII of
GATT which requires that the same principles otiasibn should apply to valuation of both
imported and exported goods. However, there iswteynational agreement on implementation
of the Article VIl of GATT with respect to the cushs value of exported godd$ IMTS 2010
recommends that an FOB-type value be used asatistisal value of exported goods.

14.25. Customs administrations are free in their integdreh of how the customs value of
exported goods should be determined. In genaratpms requires that actual prices paid for the
goods and costs of delivery to the border be ded|aso that an FOB-type customs value can be
established. In the absence of price informatigstams might require certain substitutes such
as the prices of identical or similar goods. Thgreée of verification of accuracy of the
information provided by declarants depends in panvhether or not customs values are used
for assessing export duties and other related eBarGountries may also have different
interpretations of costs of delivery to the bordkethe exporting country. For example, some
countries do not include in this item the costrddund insurance.

14.26. Ensuring accuracy and comparability in valuationexports As in many countries
customs valuation of exported goods is less regdlttan valuation of imported goods, itis a
good practice to make special efforts to assessahmpatibility of customs practices of valuation
of exported goods with statistical requirementss further advised that if customs values of
economically significant shipments of goods aral@ghed with a clear deviation from those
requirements, these customs values be replacestafistical purpose, by values derived from
non-customs sources or by estimated values (egedoon the value of identical or similar
goods, if deemed more accurate). Compilers areugaged to contact exporters of major
commodities and, if necessary, to conduct spetudies to determine statistical value on the
basis of cost of production, including cost of miatle, compensation of employees and other
relevant information.

139 See World Trade Organizatiofhe Results of the Uruguay Round of Multilaterade Negotiations: The
Legal Text{Geneva, 1995), p. 495.
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14.27. Use of the customs value if the terms of deliveeyF®B or FCA.The customs value for
exports should be accepted as the statisticaéyalithout adjustment if:

(a) the transaction value was established in accordaitbéArticles 1 - 8 of the Agreement
and

(b) provided that the terms of delivery were:

(i) "Free on board" (FOB at port on the frontier of the exporting countrgr(§oods
dispatched by sea or inland waterway);

(i) "Free carrier" (FCA) at terminal on the frontiertbé exporting country (for goods
dispatched by means of transport to which FOB tsapgplicable).

14.28. Use of the customs value if the terms of deliveeyother than FOB or FCAIn such
cases the customs value should be accepted amtiséal value, provided that appropriate
adjustments were made to the invoice value. Cargghould ascertain that, if the terms of
delivery are other than FOB or FCA, the customsieahcludes the value of the services
covered by the definition of statistical value dhdt it excludes any other costs. An outline of
the required adjustments to the invoice price igt@ined in Table 3, belo (see para. 14.17
for explanation of the notation used in table 2).

Table 14.3.
Adjustments to invoice price to obtain Fob-type vale of exported goods

Terms of delivery

Cost items F E F F C C C C D D D
(e} X C A F | P | Al A D
B W|Ax | S|R F| T P | T P P

Costs in exporting country

1. Cost of loading on internal transport| Y + * S I I I T e *

2. Cost of transportation from seller’s Y + * Sl o I O A R *
warehouse to main carrier(including
container stuffing costs)

3. Cost of insurance to border of Y + * * * * * * * * *
exporting country

4. Contract of carriage, trade documents Y + * S A A A I R *
in exporting country

5. Cost of loading on main carrier ve |+ + o T T I A I R *
(including transport and warehouse por

costs)

6. Cost of customs clearance at Y + * + | * * * * * *

exportation, including any export duties
and other charges

Main carriage

7. Cost of international carriage to border - -1 - - - -
of importing country

140 If the term DAF, as defined in Incoterms 2008s applied then the customs value also can bgttas the
statistical value

141 It should be noted that table 14.3 is identicahble 14.2 as the FOB-type statistical valuexgforted and
imported goods is compiled with reference to thees@oint of valuation — the border of the exportogntry.

164



8. Insurance while in international - -
carriage

Costs in importing country

9. Cost of customs clearance at
importation, including import duties and
other charges

10. Cost of unloading at the port of - | - - - -
importation (including transport and
warehouse port costs)

11. Cost of transportation in the importing -
country (including container un-stuffing
costs)

12. Cost of insurance while in transport|in -
the importing country

13. Cost of unloading at the buyer’s -
warehouse

Legend:(Y) cost items which are covered by the definitadrihe FOB-type value and normally included in the
invoice price when delivered under FOB terms, @ymally included in the invoice price when the gsade
delivered under the terms indicated in the coluleedings, with no adjustment needed, (+) excludad the
invoice price and to be added, (-) included inithwice price and to be subtracted.

AUnder the FOB term, this cost item may be dividethieen seller and buyer and may be only partiatijuided in
the invoice value of the goods. However, it shdagdfullyincludedin the FOB-type statistical value off exported
goods.

®) Under the CIF term, this cost item may be dividetiveen seller and buyer and may be only partiatijuded in
the invoice value. However, it should be futlycludedrom the FOB-type statistical value of exportedds.

E. Valuation of selected categories of imported anexported goods

14.29. Additional guidance on valuation of selected catesgoof goods is provided below to
assist countries in setting up the appropriateatadn procedures and to ensure better
international comparability. This section relatesMTS 2010, para. 4.15 which provides also
information regarding some additional categoriegamids as well the valuation of transactions
without valuation.

14.30. Media, whether or not recordedccording to IMTS 2010, para. 1.18, media, whetire
not recorded, should be valued at their full tratisa value (and not at the value of unrecorded
media such as empty diskettes, blank CD-ROMs, D\gaper etc). Compilers should be aware
that transaction value might fully or partially inde the value of certain services. In this
connection, media carrying customized softwareoftiare written for a specific client or
originals of any nature, if identified, are to bekided. Details on how the transaction value is
established and how the value software is identidied excluded should be provided in
metadata. If a significant value of customizedwsafe or software written for a specific client or
originals is suspected, it is a good practice tatact the declarant and ask about the details of
the product content. It should be noted that ttenlse agreements on the usage of software (e.qg.,
subsequent purchase of additional usage rightghndre not directly connected with a transfer
of relevant media are not relevant for the valuabbmedia
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Box 14.2
Experience of Eurostat in distinguishing customizednd regular software

Licences to use non-customized software downloadetherwise electronically delivered, whether watperiodic
licence fee or a single payment, should be inclidemmputer services (see MSITS2010, para 3.22%cls
para.3.257 for mass-produced audiovisual prodluictontrary, non-customized software productstamage
devices and with licences that convey perpetuglargeto be included in general merchandise treatistics.

In case of cross-border acquisition of tailor-madéware, the transactions should of course beidea in services
In case the software will be used for more thanyma, the company records it in the balance slaexts asset
(and not in the Profit &Loss). The full amount bktcross-border payment as an import will be rembid the
moment when the software changes ownership.

Box 14.3
Experience of Italy in distinguishing customized ad regular software

The correct classification and measurement of tiadgoods is very problematic when the momentatyeraf a
good incorporates a significant share of remunandir services provided together with the goodsiBes the well
known case of software products, there are somer oémarkable examples which make the possibitithave a
clear cut distinction between goods and serviceeenand more difficult. These examples include maehools
incorporating services for their installation adhas technical assistance on demand.

A country example of a goods transaction contairangelevant part of services concerns the case resident
company in Italy which imported ground flying trais consisting of a simulator and its related safew The
software was declared together with the simulasoa aingle good with a remarkably high unit valkich usually
would indicate a possible outlier. The correct sifécation and measurement of this trade transaactias possible
on the basis of the following additional informatio

- The commercial invoice sent by the company uponrequest for clarification contained a detailedcdigsion

of the two products (simulators and software) dadrtspecific value.

- The company confirmed that the software was natdstedized but customized for the specific use ef|th
simulator.

As a result, the transaction was recorded as tatindt flows: "Ground flying trainers and partsithef, n.e.s. (excl
air combat simulators and parts thereof)" (HS 2@0de 880529) and the software developed to usee thos
simulators (HS 2007 code 854340). The commercialigg, the transport documents and the direct comtidh the
respondent were very useful to make a decisionhankind of transaction and to measure the corstatistical
value of the good.

14.31. Electricity, gas, oil and wateccording to IMTS 2010, paras. 1.24 and 4,15(c),
electricity, gas, oil and water should be valuetlai@ny delivery charges not included
according to FOB- or CIF type valuation. IMTS 20&@ommends that, in the absence of
adequate customs records, (a) the transaction vélinese goods should be obtained directly
from the buyer and seller, (b) if only the overallue inclusive delivery charges is available,
such charges should be identified (e.g. using atberces of information and estimation) and
subtracted to obtain the statistical value of thggs®ds, (c) delivery charges should be valued at
market prices, if possible, and (d) trading pasnersuch transactions should value and record
these flows in a uniform way to improve internaiboomparability. The estimations of the
value can be based on historical data, informdtimm traders, stock markets, spot prices or
small surveys from price statistics (see also avafit for more details regarding the recording
trade transactions in electricity, gas, oil andesjat

14.32. Goods for processing with or without change of awhip. According to IMTS 2010,
paras. 1.19-1.21, if the transaction value of gdodgrocessing entering or leaving the
compiling country without change of ownership i$ awailable, the trade compilers should
apply the appropriate methods contained in the WAKg&ement on valuation in order to derive
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their statistical value. Goods for processing sti@llvays be valued at their full (gross) value.
The full value of the goods in their unprocessadiesinust be reported for transactions involving
goods sent for processing. They may be based oaldied estimation in cases where the
invoice does not show this amount. Regarding tietisss following processing, the full
transaction value of the processed goods mustduetesl. The transaction value should include
the value initially reported for the unprocesseddsoplus the processing costs.

14.33. Goods which cross borders as a result of transastioetween related partiehe

proper statistical valuation of goods which croseders as a result of transactions between
related parties (see IMTS 2010, para. 1. 22) isadlenge as the use of transfer pricing in intra-
firm trade is a quite widespread practice espgcialtases where there is no legal obligation for
traders to comply with the provisions of the WTOM&ion agreement. In these cases the
invoice may not reflect the true market value. €Ristence of a problem is indicated by the low
unit values as compared with the unit values fentatal or similar goods in transactions
between non-related parties. In cases of econagndisance, it is a good practice to replace
the transfer prices of such goods by their estichatatistical value following the methods
provided in the WTO Valuation agreement, i.e., base the value which would have been
realized in the event of a purchase or sales umaienal market conditions. This type of
estimation should also be adequately reflectelemtetadata (see chapter 20 for more details on
the trade between related parties).

14.34. Returned goodsAccording to IMTS 2010, para. 1.23, if identifiapreturned goods are

to be valued as at the initial transaction. Whenr#turned goods are broken or defective, the
value reported should be the value of the origsadd or purchase of the goods. Returned goods
are a special case of re-imports and re-export®oalydn this special case the valuation at the
initial transaction value applies. In all other&ase-imports and re-exports should be valued as
any other good based on their transaction value.

14.35. Transactions without valuation — the case of hurtaai@n aid in goodsAccording to

IMTS 2010, para. 1.14, important transactions medgtto humanitarian aid in high-value goods
should be recorded in international merchandisgetsatistics in full commodity and partner
detail. However, if recording full commodity andriyeer detail for humanitarian aid transactions
represents a disproportionate effort, the inclusnotie total of exports/imports without such
detail is deemed appropriata.the United States, for example, exports of ma¢ional aid in
goods are usually classified under four commodikyes in Chapter 98. They are food products,
medicinal and pharmaceutical products, wearing rgbpand donated articles not elsewhere
specified. The value of these goods is requirdaeteeported at their market value. If that value
is not known, then filers are to report an estinmdteow much they would receive if they sold
the goods. They are advised that the value sHmiltbnsistent with the goods being exported

14.36. Waste and scrapl he transaction value of waste and scrap shaulasbessed as the full
payment by the importing country to the countrgrportation less payment by the exporting
country to the country of importation for the sees related to the disposal of waste and scrap, if
any. If the net payment of the importing countrgéso or negative, that waste and scrap should
be excluded from the merchandise trade statisfioeth countries, but separately recorded,

using appropriate quantity units.
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F. Issues of currency recording and conversion

14.37. Summary of IMTS 2010 recommendations on currenayecsionIMTS 2010
recommends that:

(a) If the value of trade transactions is expressdallyi in a variety of currencies or in other
standards of value compilers should convert theseeg into a single (reference) unit of
account;

(b) The national currency unit is the preferable refeesunit of account, however, if it is
subject to significantly larger fluctuations thaher currencies, it might be appropriate to use
another more stable unit of account;

(c) Countries should follow the provisions of the WT@rAement on Customs Valuation
with respect to exchange rate for conversion (#te of exchange to be used shall be that duly
published by the competent authorities, the conmenste to be used shall be that in effect at the
time of exportation or the time of importation edee IMTS 2010 para. 4.19);

(d) Compilers should apply an equivalent approach twersion for both imports and
exports in cases when both buying and sellingcaifimarket) rates are available the rate to be
used is the midpoint between the two, so that amyice charge (i.e., the spread between the
midpoint and those rates) is excluded. If a rateot available for the date of exportation or
importation, the average rate for the shortesoplesipplicable should be used (see IMTS 2010,
para 4.20);

(e) If multiple official exchange rates are used tlaglé transactions should be recorded
using the actual rate applicable to specific tratisas, noting which official rate was used for
each currency;

(H For transactions that involve parallel or black kearates should be handled separately
from those that involve official rates. Compilefdrade statistics should attempt to estimate the
exchange rate actually used in transactions in swatets, and should use that rate for
conversion.

14.38. Rules for currency conversion of transactions eorthtional currency are established in
most countries by customs. In general, the comers done by customs or the declarants
according to the rules set by customs. Compilexrsdvised to review those rules and their
application to assess their compliance with themaoendations contained in IMTS 2010.
Compilers should cooperate with customs to ensomgptiance. If values are not converted by
customs or declarants according to the requiremeatspilers should conduct the currency
conversion themselves or adjust values to comply.

14.39. Currency Conversion — experience of Germa&wyrrency conversion is usually done by
customs or by the declarants and can refer tof{ig)ab rates which are applicable for customs
purposes (published monthly by Customs Adminigirgti(b) the exchange rates which are
applicable for taxation purposes (published monitylyhe Ministry of Finance) or (c) official
exchange rates published in the daily press dirtteewhen the declaration is completed. Data
collection and data processing is carried out tional currency (Euro). However, for
international comparisons the results are publishé&tliro as well as in Dollar. The conversion
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from Euro to Dollar is made by the Statistical ©éfiand the conversions factors are based on the
average currency exchange rates monthly calcudatdgublished by the European Central

Bank (Euro reference rates). This method is alghiegfor the currency conversion of yearly
figures (i.e. no usage of annual average exchaatge)r Currency conversion may be a reason
for asymmetries in mirror statistics.

14.40. Currency conversion — experience BraZihe foreign trade operations in Brazil are
controlled by a system called SISCOMEX, which iaretterized by integrating the activities of
recording, monitoring and control of foreign tramf@erations through a single flow of
computerized information’s, involving the followirsgages: commercial, customs and exchange.
The integration of this system allows record thiei@a of all transactions in a automatically
conversion to the equivalent value in U.S. dollesing the official exchange rate of Central

Bank on the day of the registration of the expoit@ort operations

Box 14.4
Experience of Eurostat on currency conversion usindifferent exchange rates for customs
data and in Intrastat

Currency conversion shall be made if the invoiceldi® is not stated in the national currency ofdbmpiling
Member State. The exchange rate to be applieceimtrastat systenshall be:

» the rate of exchange applicable for determiningaxable amount for VAT purposes, when this istdithed;
or

» the official rate of exchange at the time of cortipkethe declaration or that applicable to calailthie value
for customs purposes, in the absence of any sgaiaisions decided by the Member States.

The exchange rate applicable for VAT purposes $lwthe latest selling rate recorded, at the timevAT
becomes chargeable, on the most representativauegehmarket or markets of the Member State condefirtés
practically means that the exchange rate annoumgdéioe European Central Bank (for members of thie eane) or
by the national bank for the date when the invaias issues is applied.

The statistical value on treustoms declaratioshall be expressed in the national currency oMbenber State
where the customs declaration is lodged. Wherengaggion of currency is necessary for expressiagstatistical
value in the national currency, the rate of excleatogoe used shall be:

» the rate applicable according to the provisionsuamency conversion laid down in the Customs Cddbea
time the customs declaration is accepted; or failis

» the reference rate applicable at the time the gaoglsmported or exported set by the European @eBank
for Member States belonging to the euro zone opffieial rate set by Member States not belongmthe euro
zone.

The rate recorded on the second-last Wednesdaynohtéh and published on that or the following daysed,
generally to convert factors used to determinectitoms value of goods expressed in a currency ttha that of
the Member State where the valuation is made. &tbange rate shall be used during the followingnuiar
month unless it differs from those recorded onldisé Wednesday of a month by 5 %.
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Chapter 15 Quantity measurement

15.1. This chapter focuses on good practices in the ciodke, validation and reporting of
guantity information based on the recommendatiamstatned in IMTS 2010, chapter 5, on
guantity measurement. It provides details on theOMEandard units of quantity and elaborates
the concept of net weight. The chapter describes gbod practices in the conversion of non-
standard quantity units to the WCO standard unitd aet weight, and in estimating and
imputing missing quantities. Annexes to the chaptertain mathematical conversion factors and
conversion factors applied by UNSD. Chapter 9 dastadditional, however more general
information regarding the quality assurance of giiyaand net weight information. This chapter
is also linked to chapter 13 on the Harmonized@ystHS) as the standard units of quantity are
specified in terms and as part of the HS.

A. An overview of the WCO standard units of quantiy

15.2. IMTS 2010 recommendations regarding units of qixantTS 2010recommendsthat
countries collect or estimate, validate and regagntity information in the WCO standard units
of quantity and in net weight on all trade transaction&® Specifically,it is recommendedthat:

(a) Countries use the applicable WCO standard unitgiahtity when collecting and
reporting international merchandise trade on ttsishaf the Harmonized Systeft:

(b) In the case of the HS headings (subheadings) wherstandard unit is other than
weight, a net weight also be compiled and reported;

(c) Weight figures be reported on a net weight bagsigjdver, if only gross weight is
available, it should be recorded and used for edton of net weight;

(d) Countries that use units of quantity other thanvit@O standard units or use units of
guantity different from the one recommended forgpecific commodity (HS six-digit
subheading) provide the conversion factors to éltsemmended standard units in their metadata.

15.3. WCO standard units of quantitin 2011, WCO adopted a new Recommendation on the
use of standard units of quantity to facilitate tbellection, comparison and analysis of
international statistics based on the HS Nomenaa2012 Edition*> The WCO standard units

of quantity are“*°

142 Net weight is useful for economic analysishsas the calculation of unit values. To the exthat gross

weights (including packaging) are also desired bguntry, they should be collected directly. Howeggven that

collection of gross weight data presents diffi@dtin many countries, countries may wish to obgairss weights

from net weights through sampling and estimation.

143 A few exceptions may apply; e.g., net weighgsinot apply to HS sub-heading 271600 “Electricakrgy”.

144 It is acknowledged that WCO standard unitsuafrdity do not necessarily reflect industry normstfade in

certain subheadings in all countries.

145 See WCO Recommendation on the use of stand@sdaf quantity at http://www.wcoomd.org
/home_hsoverviewboxes_tools_and_instruments_hsmemaation.htm.

146 See WCO Recommendation on Quantity Units, dtction, para. 4.
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*  Weight: - kilogrammes (kg)
- carat (carat)

* Length: - metres (m)
e Area: - square metres {jn
e Volume: - cubic metres ()
- litres (1)
* Electrical power: - 1,000 kilowatt-hours (1,000 kWh
* Number (units): - pieces/items (u)
- pairs (2u)

- dozens (12u)
- thousands of pieces/items (1,000u)
- packs (u (set/pack))

15.4. WCO Recommendatiom the WCO Recommendation, one of the above atanahits

of quantity is specified for each HS six-digit seading™*’ Further, it is recommended that
Member administrations and Contracting Partie©i¢goHarmonized System Convention report
international trade data to the United Nations atier international organizations, in terms of
standard units of quantity specified in the anrethts WCO Recommendation, employing as
many as possible, but not less than 90 per cethiedflS subheadings. It is recognized that in the
commercial practice of many countries the quarstibbsome goods might be recorded in other
units of quantity as the application of the WCOomamended quantity units is not an
international legal obligation. If such non-stardianits are in use, it is a good practice to
provide users with the appropriate conversion facto net weight and, if required by users, to
the appropriate WCO standard units of quantity.

15.5. Recommended quantity units on HS chapter, headidgabheading leveFor more

than 75.8 percent of the 6-digit subheadings o2A& the recommended unit is kilograms and
for almost 21.3 percent it is number of items. @tieeommended units are mainly used for very
specific commodities. For example, “square metreshie recommended quantity unit for,
among other commodities, carpets and other tefkbite coverings (HS 2012 heading 57.02);
“1,000 kilowatt hours” only applies to electricalexgy (HS 2012 code 2716.00); “metres” is the
recommended quantity for only two headings, nan@tptographic film in rolls (HS2012
heading 37.02) and cinematographic film (HS2012mea37.06); “pairs” is mainly used for
footwear (HS2012 headings 64.01 to 64.05) andasikasice skates and roller skates etc.
(HS2012 heading 9506); and “litres” is the recomdeshquantity unit only for beverages, spirits
and vinegar etc. (HS2012 Chapter 22). For twalgh{63 out of 96) of the HS chapters, the
recommended quantity is the same for the entirptelnagand for 90 percent out of 1224 headings
the recommended quantity is the same for all conitiesdvithin the entire heading. This
indicates that the recommended quantity is the dammany commodity groupings.

147 See latest WCO Recommendation on standardafrgisantity: World Customs Organization,
Recommendation of the Customs Co-operation Coandihe Use of the Standard Units of Quantity tdlifate the
Collection, Comparison and Analysis of Internatib8tatistics Based on the Harmonized Sys@&iJune 2011,
Annex. This WCO Recommendation takes into accdumaimendments contained in HS2012 and revokes the
previous Recommendation on the use of standard ahguantity.
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Table 15.1
Quantity units of HS 2012 6-digit subheadings

WCO quantity unit?® WCO Number of Share of

Abbreviation sub-headings  quantity

per quantity units in

unit percent
No Quantity - 1 0.0%
Area in square metres m2 50 1.0%
Electrical energy in thousands of kilowatt-hoursl000 kWh 1 0.0%
Length in metres m 10 0.2%
Number of items u 1106 21.3%
Number of pairs 2u 24 0.5%
Volume in liters I 22 0.4%
Weight in kilograms kg 3949 75.8%
Thousands of items 1000u 1 0.0%
Number of packages u (jeu/pack) 1 0.0%
Volume in cubic meters m3 32 0.6%
Weight in carats carat 8 0.2%

Total 5205

% The WCO Recommendation mentions, in its introdustibe standard unit “dozens (12u)”. However, this
standard unit has never been attributed to angeo6tdigit subheadings of the HS Nomenclature.

15.6.

Practices in the application of the supplementamits in the European Union.

Supplementary units used in the EU to measure guatiher than net mass are laid down in the
Combined Nomenclature (CKff® (see Box 15.1)They are defined at the most detailed level, i.e.
for the CN subheadings. If a supplementary uniiisgiven in the CN, the quantity of goods is
expressed only in the net mass. EU supplementarynay differ from those recommended by
WCO, for example the volume for HS 2711 21 (Natges) is expressed in Terajoule (gross
calorific value). The EU supplementary units arjsct of annual revision of the Combined
Nomenclature.

Box 15.1
Supplementary units of the Combined Nomenclature (§) used in EU Member States:

c/k Carats (1 metric carat = 2 x1@g)
ce/el Number of cells
ct/l Carrying capacity in tonnes
g Gram
gi F/S Gram of fissile isotopes
kg GH14CINO Kilogram of choline chloride
kg H,O, Kilogram of hydrogen peroxide
kg K;O Kilogram of potassium oxide
kg KOH Kilogram of potassium hydroxide (caustidasi)
kg met.am. Kilogram of methylamines
kg N Kilogram of nitrogen
kg NaOH Kilogram of sodium hydroxide (caustic spda

148 The Combined Nomenclature (CN) is the classific used within the European Union for collectamgl
processing foreign trade data. The CN is definether8-digit level, adding sub-divisions to the H®r further
details on the CN, see Box 13.1.
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kg/net eda Kilogram drained net weight
kg BOs Kilogram of diphosphorus pentaoxide
kg 90 % sdt Kilogram of substance 90 % dry
kg U Kilogram of uranium
1 000 kWh Thousand kilowatt hours
| Litre
10001 Thousand litres
[ alc. 100 % Litre pure (100 %) alcohol
m Metre
m~ Square metre
m’ Cubic metre
1000 M Thousand cubic metres
pa Number of pairs
p/st Number of items
100 p/st Hundred items
1 000 p/st Thousand items
TJ Terajoule (gross calorific value)

15.7. Definition of gross and net weighweight (in kilograms) can be measured on a net or
gross basis to meet a variety of needs. The gotals weight is defined by WCO as the weight
(mass) of goods including packaging but excludimgdarrier's equipment for a declaration,
while net weight refers to the weight (mass) ofgbeds themselves without any pacKitlg

Both measures of weight have their own analytiedil®. For example, gross weight is more
appropriate for analysis of transportation, whig weight is necessary for the analysis of the
nutritional or calorie content of imported foodnts.

15.8. Specific guidelines regarding the definition of weight IMTS 2010 recommends that
weight figures be reported on a net basis, i.eluekng all/any packaging. This also applies
when the packaging is very elaborate or expensittfeough one could imagine cases where the
packaging itself is also a good, for example, @esitaddy containing tea, or an ornamental
ceramic bowl containing sweets, or when packingenmts or packing containers are clearly
suitable for repetitive use, for example, certagtahdrums or containers of iron or steel for
compressed or liquefied gas.

Box 15.2
Net weight definition adopted by China

Because the net weight information often refersdnsportation document, in practice, the net widgbften the
weight excluding the weight of outer package. Adaag to the Guideline for Filling the Customs Imnpand
Export Declaration Form, the definition of net wtior some specific goods are listed as following:

(a) For the goods contained in a reusable contasneh as compressed oxygen or similar produaseh weight
should exclude the weight of the container.

(b) For the goods contained in a package for retagh as canned food, cosmetics, medicine and sithdar
products, the net weight of the goods should excthe outer package, but include the inner paciagetail
packing.

(c) For the goods of beverages, spirits or singladucts, the net weight of goods is the weigHigufid, which
should exclude the package even if they are failneacking

149 See WCO data set for V2.0 of the WCO Custonta Didel, available from http://www.customs.gov.au
/webdata/resources/files/dataset.pdf
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Box 15.3
Net weight (mass) definition used in the European tdon

In the EU, completion of net mass is in generaigattbry for all customs procedures. The net ma#iseisnass of
the goods without any packaging.

“Packaging” means materials and components usedyirpackaging operation to wrap, contain and ptateicles
or substances during transport. The term “packagsides all articles used and, in particular, eoddused as
external or internal coverings for goods, holdersuhnich goods are rolled, wound or attached, coptai(other
than those defined in international conventions) @teptacles. The term excludes means of tranapdrarticles
of transport equipment such as pallets and fregightainers.

Example: A company imports 1 000 bottles of winaclbottle of wine weighs 1.25 kg and the winedatebottle
weighs 0.75 kg. The figure 750 must be enteredin38 (not the unit value).

B. Compilation of quantity data from customs source and non-customs sources

15.9. Compilation of quantity data using customs recofdigstoms declarations contain in
general (see chapter 2) fields for the supplemgmfaantity and net weight. However, the
provision of this information might not always bamndatory and/or it might not be provided by
the declarant. Quality issues and the estimatiaquahtity information are covered in the
subsequent sections C and D.

The Boxes 15.4 to 15.6 below provide country exgrexes in the use of non-customs data
sources for the compilation of quantity data.

Box 15.4
Compilation of quantity information in the Intrasta t system of the EU

In the Intrastat system, the collection of datmehmass is not always required. Member Statesapagot to
request the net mass for all CN codes. In such Maseber States either define a list of codes exechfstom
reporting the net mass or the net mass is notatetlefor the CN codes with specified supplementeniy.

However, if the information is not collected, MemiStates shall estimate the net mass at the CN&saudling level.
In order to facilitate the task of the Member Sfateurostat has established European average cimvéactors for
all the CN codes with a supplementary unit. Theseversion factors were established on the baditJolistorical
trade data after the filtering of outliers. Memi$tates are free either to use the Eurostat provisiedf conversion
factors or any other estimation method.

In Member States which apply a simplification thelsl, PSIs may be exempted from providing inforomibn
guantity (net mass or a supplementary unit) if thelpng to the group which benefits from the sirfigdi reporting
obligation.

PSls which report the transactions below €200 ddawe to report quantity (net mass or a suppleangninit).

It should be noted that the provisions for comlabf quantity for some specific goods and moveiseliffer
from those which fall under the standard rulescfampiling EU trade in goods statistics. Namely, d@ntity is
optional for industrial plant, goods delivered &ssels and aircraft (except for net mass of goettsging to CN
chapter 27) and goods delivered to and from offslstallations (except for goods belonging to Gidpter 27).
As far as vessels and aircraft are concerned,hatiy is expressed in net mass and pieces. Tthaspons for
specific goods and movements mentioned here an¢igdéfor compilation of intra-EU and extra-EU tiséics.
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Box 15.5
Norway — direct reporting of quantity of exports of petroleum products

Significant parts of the Norwegian petroleum expante produced outside the Norwegian Custom teyrétnd are
hence not included in data received from the Custd¥a an alternative way of reporting figures fariegian
exports of crude oil are received both from govegntinstitutions and directly from the oilfield apéors.

Crude oil Preliminary figures for Norwegian exports of ceuail are received directly from the oilfield optnas.
There are different reports depending on transpontaby oil tankers and pipeline respectively. Nty field
reports of transportation by oil tankers contaifisfy date, cargo number, name of vessel, nanghipper,
destination, net barrels (bbls) and net metric $ofi&e report of transportation by pipeline corgdainlume, barrels
per terminal. Destination countries for transpaotaby pipeline are based on reports from Norwegiathorities.
On quarterly basis final shipment figures, volumd grice per barrels (FOB), are received from theers of the
oil cargos. Occasionally figures for crude oil sparted by pipeline are also received; informatsoreceived on a
quarterly basis.

\1%4

Natural gas Preliminary volume figures for Norwegian expasfsnatural gas are received monthly from the difi¢
operators. There are two means of transportatisigraficant amount of the pipeline exports goastigh the
pipeline transportation system, but there alsmtnesextent transportation by gas tankers (LNG).niily reports
of transportation by pipeline contain volume, sttldcubic metres (scm). Destination countriesrfamgportation
by pipeline are based on reports from Norwegiaharities. Field reports of transportation by tarsk@rNG)
contains lifting date, cargo number, name of vessahe of shipper, discharge port and net metriedo
Preliminary prices are based on information frortigjeum companies. Final figures, volume and vadue
received from the largest producing companies quaaterly basis.

Box 15.6
Uganda — quantity units used in the informal cros®order survey

In Uganda, prior to execution of an Informal Cr8ssder Trade (ICBT) survey, various units of measugnt
based on the WCO standard units of quantity weveldped for commonly transacted commodities, withdim to
guide data collection. The weight of a commodityswliarived by physically weighing the commodity @splly

for agricultural products) or by using already bfithed packaging weights of ICBT practitionersyviitheless,
there were challenges encountered in obtainingeigf assorted commaodities in the same package and
conversion of certain weights into internationattlgommended weights for a particular product.

C. Conversion factors from non-standard to standardunits of quantity

15.10. Converting units of quantitylhere are two ways of converting reported unitguantity

to standard HS units of quantity, namely, (a) miatétecal conversion of the reported units to the
standard units, and (b) converting from one unériother unit using for example the specific
gravity of the commodity or commodities involved.

15.11. Mathematical conversiorAnnex table 15.1 below gives examples of coneersi
(multiplication) factors with which specific nonastdard units can be converted to standard HS
units of quantity. The table contains mostly uoitgjuantity of the United States and United
Kingdom systems of measurement. Those factorspgoieed by the United Nations Statistics
Division to convert volume measures into weightdarumber of HS and SITC headings. Such
conversion factors are very general and will nearélgsbe inaccurate in specific cases. If
national or sub-national conversion factors fotaiarHS headings are available, then those
factors will give more accurate estimates. It goad practice to establish a comprehensive list
of conversion factors and to be published and Eted this list among all agencies involved in
the collection of trade statistics. There are ottmemtry-specific units of measurement, many of
which apply to a single commodity; commodity bosathd other organizations publish
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conversion factors for some of thdS&Other reference materials gather many of those
commodity-specific sources togetH&lstill other references deal with smaller groups of
commodities:>

15.12. Specific gravity The use of specific gravity to convert, for imgte, litres of a certain
commodity into kilograms is much more complicated &ss accurate, since it is based on
empirical rather than mathematical principles. H&dings often contain a multitude of products
which can all differ in, say, weight per volumevegight per unit. Even such seemingly
homogeneous commodities as crude oil or milk valé different weight-per-volume indices
depending on country of origin and, for examplefl@sweetness (for crude oil) or the
concentration of fat or time of collection (for kjil(for examples of the various conversion
factors, see annex table 15.2 below).

15.13. Use of specific vs. broad-based conversion factoine. best conversion of volume into
weight or of pieces into weight is done at theavai or even sub-national level. For instance, to
convert to cubic metres (m3) the volume of sawnwoaginally reported by Canada and the
United States in 1,000 board feet, FAO appliesthentry-specific conversion factor of 2.36 m3
per 1,000 board feet, as sawing conventions iretikosintries generally result in the volume
being less than the nominal volum? In contrast, broad-based conversions at the natiwna
international level are inaccurate by definitiordaan only serve the purpose of making quantity
(especially weight) estimates for general tradgarsport analyses. Some examples of the use
of broad-based conversion factors by FAO are:

(&) When countries record coconuts in number insteadetght, amounts are converted to
weight on the average basis of 1,000 nuts = 1 mttn, unless official conversion factors are
available.

(b) Refined sugar is converted to raw sugar equivalsimy the factor 1.087 for all
countries.

(c) Wine, vermouth and similar beverages. Quantitiesapressed in weight; for countries
recording their statistics in volume, it is assurtieat 1,000 liters = 1 metric ton.

D. Quality issues

15.14. The need for quantity informatio@uantity is an important dimension of internaéibn
trade statistics that is indispensable for varjpolicy and analytical purposes including for the
planning of transport infrastructure, the compdatof energy, agricultural and other commodity
balances, the assessment of the impact of intemadtirade on ensonment, and the verification

150 See, for examplQuarterly Bulletin of Cocoa Statistics.

151 See, for example, The Economist Desk Compakiomw to Measure, Convert, Calculate and Define tirralty
Anything (New York, John Wiley and Sons, 1998).

152 See, for exampl®/eights, Measures, and Conversion Factors for Adtical Commodities and Their
Products special report (Washington, D.C., United Statep&tment of Agriculture, June 1992).

153 It is estimated that for the United Statesin@gkoniferous and non-coniferous data togetheratttual average
volume of rough green sawnwood would be 3 per lemstthan the nominal volume, while the weighteerage for
surfaced dry coniferous and rough dry non-conifereawnwood would be 27 per cent less than the radmin
volume”. For further details, see the FAO web &iterw.fao.org.

177



of trade values and the construction of trade intlexbers.

15.15. Challenges in the compilation of quantity da@¥ten quantity, whether supplementary
guantity or net weight, is not provided by the &exlcompleting the customs declarations. In
other cases the quantity provided is not correth@isupplementary quantity is provided in a
guantity unit different from the one recommendedtfi@ particular commodity. There are
several reasons for these problems. For instarfoen & shipment contains several different
commodities, it happens that the quantity is giasrthe gross weight of the shipment. Further, in
commercial practice a quantity different than teeommended quantity is sometimes used, for
example barrels are often used instead of weigha@propriate conversion factors may not
available. Also, the Customs administration is gaityemore interested in the quantity
information for imports than for exports, since gty information is in some cases used to
determine import duties and to determine the ualiles used to validate the price and value
information declared by the importers rather thepogters.

Box 15.7
The USA approach to validation of quantity data

In the United States, all eligible export shipmeants required to be reported electronically throtighAutomated
Export System (AES). The AES ensures quality gtiadata by validating the reported shipment infation and
returning electronic responses to filers. For gxanthe AES requires that the unit of measureefmh quantity
reported match the unit of measure required foHtaiemonized Tariff code reported. If there is natoh, the filer
receives a message indicating that a fatal comdiimoted due to invalid data and that their sleipnhas not been
accepted. They must immediately address the prglderrect the data and retransmit the informatiiotine AES.
Failure to comply may result in a penalty to tHerfi Outreach and education programs are condtctasisist filers
with their reporting, including an AES Fatal Er@utreach Program

15.16. Best practices in improving the compilation of qugdata It is recommended that the
training courses for traders to fill customs deatimns devote sufficient attention to the correct
declaring of quantity information on the customsis.

15.17. Quantity aggregationsThe compilation of quantity aggregates has baothralytical and

a quality dimension, due to the heterogeneity efgbods that constitute broader commodity
groups. As the proper use of quantity aggregatisited to very specific types of analysis (e.g.,
transportation issues), it is a good practice twigle users with clear information on the
heterogeneity underlying each quantity aggregaie t@ encourage for instance the use of
foreign trade indices as alternative measures gifeggate volume and price trends.

E. Estimation and imputation of quantity data

15.18. In the absence of collected quantity informatiois & good practice to estimate and
impute quantity data and reflect the estimation iamglitation methods in metadata.

15.19. Estimation of quantity data — current practice ief@any Missing or erroneous quantity
data are generally estimated. Quantity data isrdegbas erroneous and is replaced by an
estimated value if the ratio between statistichl@a@and quantity is outside a valid range defined
separately for each commodity code. In case am sraetected, as a general rule it is assumed
that the declared quantity has lead to the mista&ethe declared value, which is assumed to be
more reliable). The acceptable range is checkéghat once a year and updated if necessary.
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The estimation is based on the average valuesuaettity unit. These values are calculated for
each commodity code empirically with the help afysible data relating to the preceding twelve
months. The average values are updated perman&h#dye are some commaodities where -in
addition to the net mass- a supplementary unisésldor measuring the quantity (e.g., meters,
litres). If available, the supplementary quantitytinstead of the unit value) is used for the
estimation of the net mass by using specific cagivarfactors. It has to be kept in mind that the
estimation of quantities may be difficult if themaposition of a commodity group is
heterogeneous and the unit values show a broatbdisdn. Hence estimations carried out
automatically should be checked manually at lgastises of high values.

15.20. Unit value editing/quantity imputation — The CaradiexperiencePrior to the advent of
the current editing system, Statistics Canada eyepla parameter-based approach in which
calculated unit values were compared to expectgll &md low unit values. However, this
approach had several limitations: 1) given the nemab classification codes, it became
increasingly difficult to maintain an up-to-datd s€parameters for each code; 2) although the
Harmonized System provides a very detailed prodiasisification, numerous codes contain
goods that are not homogeneous, resulting in exisemde parameter sets. Consequently, a
new methodology, referred to as ‘clipping’ was deped. Essentially, this approach is based on
the assumption that the majority of transactiomesraported correctly and only the outliers
require correction or imputation. For each clasation code, the clipping system calculates
parameter sets based on the current data rec&ngliers are then moved towards the mean by
imputing a corrected quantity. The principle adegets of this system are: 1) the dynamic
parameters are based on more current prices, 2fféxets of seasonality are at least partially
compensated for; 3) it is far less resource consgmi

15.21. Estimation methods used by UNSD for UN Comtrad#imation of quantity and net
weight is performed in two cases: (a) data hadaeh provided; (b) the data provided does not
conform with, and cannot be mathematically convkeim¢o, the WCO recommended quantity
units. To take the best possible advantage ofrtfeemation provided by a country, the quantity
estimation is applied in the following sequenceE4timation using empirical conversion
factors; 2. Estimation using partially reported ity and/or net weight and 3. Estimation using
Standard Unit Values. However, broad-based cormessind estimation of quantity at the
national or international level are inaccurate bfirdtion and can only serve the purpose of
making quantity (especially weight) estimates fengral trade or transport analyses. Estimates
of quantities are sometimes also needed to presgyegated quantity information at the
heading level of the HS.
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Annex 15.A. Conversion factors for mathematical aoversion

Table 15.A.1

Conversion factors for mathematical conversion

Rapaoried unis of guaniiy

WD standard units of guaniity

Conversion faciors from
the reporned unit fo the

Name (ahbrewviation) MName {ahbreviation) WCO unit of quantiy
Barrel (BBL) fitras (T} 159.000
Board foot (BFT) cubic metres (m?) 0.00236
Cubic foot (CF) cubic metres (m?) 0.02832
Cubic yard (CYD) cubic metres (m?) 0.7646
Cord {C0) cubic metres (m?) 2550
Centimeatrs (C) metres (m} 0010
Cubic cantimatra (CC) fitres {1} D.001
Cubic metre (CBM) litres (f) 1000.000
Dozen (DOZ) thousands of pisceaftems (1,000u) 0.0720
Diozen (DOE) piecasitems (u} 12,000
Foot {FT} metres (m) 0.3048
Gallon (GAL)} litres (I a7es
Gram [GM) kilograms [kg) 0.001
Gross (GR) piecasiitems (u} 144.000
Hundredweight (CWT]) kilograms [kg) 45.380
Linear f=at (LFT) metres (m) 0.3048
Long ton (LTH) kikograms [kg) 1016.000
Litre {LTR] cubic metres (m?) 0.001
Matric ton {TOM) kilograms [kg) 1000.000
Number (NO) thousands of pisceafems (1.000u) 0,001
Crunces [OZ) kikograms [kg) 0.02835
Pound {LE} carat (caral) 2268.000
Pound (LB} kilograms (kg) 04536
Pair (PR} dozens (12u) 01667
Square caentimetra {SCM) aquars matras (m?) 10000.000
Sguare feet (SFT) squars metres {m?) 0.0oza
Squere inch (SOT) squars metres (me) 00006452
Souars yard (SYD) square metras {m?) 0.8361
Short ton [STH) kikograms [kg) 907.200
Thousand metres [THR) metres (m} 1000000
Thousand (THS) piecasitems (u) 1000.000
Thousand board fest (MBF) cubic metres (m?) 2.360
Thousand square fest (MSF}  square metres (m™) 02800
Troy ounce (TOZ) kilograms (kg) 0.03110
Wine gallon (WG) litres (I} 3785
‘fard (YD) metres (m) 09144
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Annex 15.B. Quantity conversion factors used by #hUnited Nations Statistics Division

Table 15.B.1
Factors used by the United Nations Statistics Divign to convert volume (V) and
number/units (N) to weight (W) for selected categoes of goods

Comersion
HE cods From To HE heading facior
040110 W W Milk not concentrated, < 1% fat 1.03
040120 L) W Milk not concentrated, 1-69% fat 101
040130 v W Milk and cream not concentrated 089
040281 v W Milk and cream unswestensd 089
040289 v W Milk and cream other ewestenad 087
040310 v W Yogurt concentratad or not 087
040300 L) W Buttermilk, curdled milk 1.02
040410 v W Whey whether or not concentrated 1
040480 v W Products consisting of whey 1
040700 M W Eggs, bird, in shell 0.000058
040811 M W Egg yolks dried 0000244
040819 M W Egg yolks other 0.000073
040801 M W Eggs, bird, not in shell, dried 0.000244
0403249 ] W Eggs, bird, not in shell, other 0.000073
200811 v W Orange juice, frozen 1
200819 v W Orange juice, othar 1
200920 v W Girapsfruit juice 1
200930 L) W Citrus fruit juice, other 1
200840 v W Pineappls juice 1
200950 L) W Tomato juice 1
200960 L) W Grapse juice 1
200970 L) W Apple juice 1
200980 v W Fruit & vegetabls juica, other 1
200980 v W Mixtures of juices 1
210500 v W lca cream 0.7
220110 v W Mineral & asrated waters 1
220180 v W lca & enow & potable waters 1
220210 v W Waters, containing sugars 1
220280 v W MNon-alcoholic beverages 1
220300 v W Beer mads from maklt 1
220410 v W Grape wines, sparkling 1
220421 v W Grape wines, other, in bottles 1
220429 v W Grape wines, other 1
220430 L) W Graps must, othar 1
220510 v W Varmouth, in bottles 1
220590 v W Varmouth, other 1
220800 v W Fermented beverages, other 1
220820 L) W Sipirits obtained by distillation 0925
220830 v W Whiskias 0825
220840 L) W Rum and tafia 0925
220850 v W Gin and ganever (Ganeva) 0825
220880 L) W Vodka 0925
220870 L) W Liqueurs and cordials 0925
220800 L) W Otther spirits with alcohol <B0% 0925
240220 N W Cigareties contsining tobacco 0000001
270600 L) W Tar distilled from coal 1
2rario L) W Benzola 0.83
270720 L) W Toluols 0.83
270730 L) W Hyhole 0.83
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Table 15.B.1(continued)
Factors used by the United Nations Statistics Divign to convert volume (V) and
number/units (N) to weight (W) for selected categoes of goods

Conversian
HS code From To H5 heading factor
270740 v W Maphthalens 0.735
270750 v W Aromatic hydrocarbon mix 0.735
270760 v W Phenols 0.735
27071 v W Creosote oils 0.735
270799 v W Oiils, other, of coal tar 0.735
270810 v W Pitch 1.14
270820 v W Pitch coke 1.14
270900 v W Petrolewm oils, crude 0.86
271000 v W Petrolewm oils, other than crude 0.86
2mz10 v W Petrolewm jelly 0.8
271220 v W Paraffin wax containing < 75% oil 0.8
271200 v W Mineral waxes, other 0.8
27131 v W Petrolewm coke, not calcined 1.14
27312 v W Petrolewm coke, calcined 1.14
271320 v W Petrolewm bitumen 1.01
271380 v W Residues of patroleum oil 1.01
271500 v W Bituminous mixtures based on natural asphalt 1.04
340311 v W Lubricafing oils for treatment of leather and textiles 0.9
340319 v W Lubricafing oils, othar 0.9
340301 v W Lubricafing grease for treatment of lkeather and textiles 0.9
3403059 v W Lubricafing grease, othar 0.9
440110 v W Fuel wood 0.725
440121 v W Wood in chips, coniferous oy
440122 v W Wood in chips, non-coniferous oy
440130 v W Sawdust and wood waste o7
440200 v W Wood charcoal 0.4
440310 v w Poles, treated or painted o7
440320 v W Liogs, poles, coniferous o7
440341 v W Tropical wood logs, Meranti 0.75
440349 v W Tropical wood logs, other 075
440301 v W Logs, oak 075
440302 v W Logs, beech 075
440309 v W Lougs, non-coniferous, other 075
440610 v W Railway sleepars, not impregnated o.re
440600 v W Railway slespars, othar 0.78
440710 v W Lumbsr, conifarous 0.6
440724 v W Tropical lumber, mahogany etc. o7
440725 v W Tropical lumbsr, meranti, red o7
440726 v W Tropical lumbsr, mearanti, white o7
440729 v W Tropical lumber, other o7
440701 v W Lumber, oak o7
440782 v W Lumber, beach o7
440709 v W Lumber, non-coniferous o7
440810 v W Lumbsr, conifarows, continuously shaped 1)1
440820 v W Lumbsr, non-conifsrous, continuoushy shaped o7
450110 v W Matural cork, raw 0.24
450180 v W Matural cork, other 0.24
450200 v W Matural cork, roughly squared 0.24
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Chapter 16 Partner country

16.1. Introduction This chapter elaborates on the recommendatiopsner country
attribution contained in IMTS 2010, chapter 6. &rtgrular, it discusses details of the definition
of country of origin provided in the revised Kydimnvention (RKC), elaborates the concepts of
country of the last known destination and counfrgamsignment, and describes challenges and
good practices in partner country attribution foported and exported goods.

A. Recommendations of IMTS 2010

16.2. Trade by partner countryAs stated in IMTS 2010, para. 6.1, trade stasdby partner
country, both for the total value of trade in goadsl for the value and quantity of trade in
individual commodities, are of significant analgiwvalue and are used for a number of purposes
including the analysis of economic trends and negfitcrade patterns, the calculation of trade
shares, market analysis, business decisions, p@dsy monitoring and negotiations, the
compilation of national accounts, balance of payisieas well as for checking the accuracy and
reliability of trade data. Trade-by-partner statsare frequently used by analysts to estimate
imports and exports of a country that does notntepade data (or does so only after substantial
delay).

16.3. IMTS 2010 recommendatiarisis recommended that in the case of impors cibuntry

of origin be recorded and in the case of expadhns country of last known destination be
recorded. It is recognized that the partner datapiied on the basis of the country of origin (for
imports) and the country of last known destinatimn exports) are very often not comparable
which limits its usefulness for economic analy3is.provide more comparable data, IMTS 2010
recommends that country of consignment is recofdetinports as the second partner country
attribution alongside with country of origin. Inetltase of exports, the compilation of export
statistics on the country of consignment basisiaraged depending on a country’s needs and
circumstances and may be considered by some cesiaisia rather longer term objective. Also,
IMTS 2010 recommends that the economic territortheftrading partners constitute the basis
upon which the statistics on trade by partner arepsled (IMTS 2010, para. 6.28).

B. Country of origin and its use in import statistics

1. Rules of origin

16.4. Rules of origin Statistics on imports by country of origin dep@mdithe countries’ rules

of origin and the ways they are applied. Compitesed to be familiar with those rules and to
know how they are applied in order to be able Bsasisers to interpret the disseminated trade
data and to provide feedback to customs authootigsossible amendments and improvements.
Compilers need to be aware that in the absendeeahternationally accepted detailed rules of
origin the only international guidance in this are@rovided in Annex K of the RKC. The RKC
is instrumental in ensuring that national ruleswgin have many similarities. However, Annex
K is very general and, in practice, national ruésrigin for particular commodity groups reflect
national trade policy priorities. Therefore, thegyrand do vary significantly.

183



16.5. Non-preferential and preferential rules of origi@ountries distinguish between rules of
origin for non-preferential and preferential tradéon-preferential rules of origin are used to
differentiate between foreign and domestic producteder to determine the origin of products
which are subject to various kinds of commercidigyaneasures (such as the application of the
Most Favored Nation (MFN)-clause, antidumping aadrtervailing duties, safeguard measures,
origin marking, quantitative restrictions, tariffiotas and public procurement). The preferential
rules of origin are related to contractual or aotaous trade regimes leading to the granting of
tariff preferences.

2. Guidance provided by the revised Kyoto Conventio

16.6. Guidance on non-preferential rules of origithe RKC is intended to provide guidance
on the non-preferential rules of origin in trad€otintry of origin of goods”, according to the
RKC, means the country in which the goods have peetuced or manufactured, according to
the criteria laid down for the purposes of applmabf the Customs tariff, of quantitative
restrictions or of any other measure related et

16.7. Two basic criteriaThe RKC formulates two basic criteria for theadtgtination of the
origin of goods: (a) the criterion of goods "whagllypoduced" (obtained) in a given country,
where only one country enters into consideratioatiributing origin, and (b) the criterion of
"substantial transformation”, where two or morergdoes have taken part in the production of
the goods. In this context, IMTS 2010 recommendswhile defining their national rules of
origin countries follow the relevant provisionstbé RKC. The substantial transformation
criteria are being elaborated on a product spebdgis, and are to be applied to a good when
more than one country is involved in its production

16.8. Goods produced wholly in a given countAccording to the RCK, goods produced
wholly in a given country shall be taken as origimgin that country. Also, only the following
goods shall be taken to be produced wholly in @micountry*>> 1°¢

(a) mineral products extracted from its soil, fromtégritorial waters or from its sea-bed;
(b) vegetable products harvested or gathered in thattog

(c) live animals born and raised in that country;

(d) products obtained from live animals in that country

(e) products obtained from hunting or fishing condudtethat country;

() products obtained by maritime fishing and otheidpiais taken from the sea by a vessel
of that country;

(9) products obtained aboard a factory ship of thahttgusolely from products of the kind
covered by item (f) above;

154 See the RKC, Annex K, E1.

155 See the RKC, Annex K, Standard 2.

156 The list provided in the RKC is seen by soraddrstatistics compilers as not exhaustive sindaineggoods,
which appear to be wholly produced in a given coyrare not included in it (e.g., wheat).
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(h) products extracted from marine soil or subsolil iigtshat country's territorial waters,
provided that the country has sole rights to wbik s0il or subsoil;

(i) scrap and waste from manufacturing and procesgagations, and used articles,
collected in that country and fit only for the rgeoy of raw materials;

() goods produced in that country solely from the pitsl referred to in items (a) to (i)
above.

16.9. Substantial transformatioWhere two or more countries have taken part in the
production of the goods, the origin of the goodsusth be determined on the basis of substantial
transformation. According to the RKC'’s definitiohtbe “substantial transformation criterion”,
the country of origin is the country in which tleest substantial manufacturing or processing,
deemed sufficient to give the commodity its essgitiaracter, has been carried oUtt is a
recommended practice that in applying the substhinéinsformation criterion, use should be
made of the International Convention on the HarmehiCommodity Description and Coding
System (HS Convention). It should be noted thatctbncept “essential character” is defined
neither in RKC nor in the HS Convention. Howevile General Interpretive Rules of HS imply
that articles classified in different subheadinfjsi8 have different essential character.
Therefore, any manufacturing or processing whishilte in the reclassification of a product in
another HS subheading can be treated as a substeartisformation .Where the substantial
transformation criterion is expressed in termshefad valorem percentage rule, the values to be
taken into consideration should be:

(a) for the materials imported, the dutiable valuengbartation or, in the case of materials of
undetermined origin, the first ascertainable ppagl for them in the territory of the country in
which manufacture took place; and

(b) for the goods produced, either the ex-works pricéhe price at exportation, according to
the provisions of national legislation.

16.10. Operation which should not be regarded as subsahtriaansformationThe RKC
stipulates that operations which do not contrilmrteshich contribute to only a small extent to
the essential characteristics or properties ofjtials, and in particular operations confined to
one or more of those listed below, should not lgam@ed as constituting substantial
manufacturing or processing:

(a) operations necessary for the preservation of gdadsag transportation or storage;

(b) operations to improve the packaging or the marketabality of the goods or to prepare
them for shipment, such as breaking bulk, groupihgackages, sorting and grading, repacking;

(c) simple assembly operations;

(d) mixing of goods of different origin, provided thtae characteristics of the resulting
product are not essentially different from the elegristics of the goods which have been
mixed.

157 See RKC, Annex K, Chapter 1, Definition E3./F1.
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16.11. Special cased here are certain special cases where the RKCifigsrihe recommended
practice, namely:

(a) Accessories, spare parts and tools for use witla@éhme, appliance, apparatus or vehicle
should be deemed to have the same origin as thkeimea@ppliance, apparatus or vehicle,
provided that they are imported and normally shktéwith and correspond, in kind and
number, to the normal equipment thereof.

(b) An unassembled or disassembled article which i®nep in more than one consignment
because it is not feasible, for transport or préidnareasons, to import it in a single consignment
should, if the importer so requests, be treatashasarticle for the purpose of determining origin.

(c) For the purpose of determining origin, packingsuthtoe deemed to have the same
origin as the goods they contain unless the ndtiegeslation of the country of importation
requires them to be declared separately for tadfposes, in which case their origin should be
determined separately from that of the goods.

(d) For the purpose of determining the origin of goadsere packings are deemed to have
the same origin as the goods, account should lea tak particular where a percentage method is
applied, only of packings in which the goods amirmarily sold by retail.

16.12. Note on certain inputdt should be noted that for the purpose of deteimgitthe origin
of goods, no account shall be taken of the origithe energy, plant, machinery and tools used
in the manufacturing or processing of the goods.

16.13. Documentary evidence of origifihe trade statistics compiler should be awarethea
recommended practice is to require such evidenlyevdmen it is necessary for the application of
preferential customs duties, of economic or tragégasures adopted unilaterally or under bilateral
or multilateral agreements or of measures adoptecefisons of health or public order. If
imported goods are being admitted to the countrg apt-preferential basis and are not subject
to any other customs controls requiring the evidesidheir origin the recorded country of

origin will be as indicated by the declarant. Smwalue shipments and goods granted temporary
admission are also exempted from the requiremepitaof origin.

3. The status of work on the harmonized rules wfior

16.14. WTO Agreement on Rules of Origirhe WTO Agreement on Rules of Origin (the
principles, the establishment of committees, etame into force as part of the Agreement
Establishing the WTO in 1995. Since then, the TeairCommittee on Rules of Origin

(TCRO), under the auspices of the World Customsa@imgtion (WCO) in Brussels, and the
Committee on Rules of Origin (CRO), under the acespiof WTO in Geneva, have been
undertaking the harmonization work which forms drthe Agreement and which aims at
harmonizing the non-preferential rules of origimtB Committees are to: (a) develop definitions
of wholly obtained goods and of minimal operationgprocesses that do not by themselves
confer origin to a good; (b) elaborate upon suligthtransformation expressed by change in HS
tariff classification; (c) develop - in cases whdre exclusive use of the HS nomenclature does
not allow for the expression of substantial transfation - supplementary criteria, such as ad
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valorem percentages and/or manufacturing or proagsperations. The harmonization work is
still ongoing and, thus, the rules of origin thelmes have not yet come into force.

16.15. Application of the WTO Agreement on Rules of Orijle WTO Agreement on Rules of
Origin, which will be obligatory for all WTO memb®rindicates such areas for their application
as most-favoured-nation treatment, anti-dumping@nahtervailing duties, safeguard measures,
origin marking requirements, quantitative restan8 and quotas. The Agreement specifically
provides that the WTO rules of origin, after thailoption, will “include rules used for
government procurement and trade statistics”.

16.16. Status of workin 1999, the TCRO concluded the technical revaéthe Harmonized
Rules of Origin and these final results were foxealto the CRO for consideration. As of 2011
these results were still under consideration bWiieO. In June 2010 the CRO had reached
consensus on 349 of the 486 technical questionuitield by the TCRO but the remaining 137
guestions (the most difficult ones) were still peigd The harmonization work programme could
not be completed yet due to sensitive aspectadétpolicy and political aspects and the very
important question of “implications” of the Agreemt@n Rules of Origin on other WTO
Agreements>® In November 2010, the CRO issued its latest cittestgld draft of non-
preferential rules of origin which are containedhe working document G/RO/W/111/Rev.6.
The text is drafted in HS 96 and therefore needdzkttransposed into the actually applied
version of the HS (i.e., HS 2007 version or lat&€here are currently 83 countries which have

notified WTO on the application of non-preferentiales of origin:*

4. Preferential rules of origin

16.17. Rules of origin in the case of preferential tradereferential rules of origin are used to
establish whether goods are eligible for specedttnent under a trading arrangement between
two or more countries or customs unions. Prefak¢ur reduced) rates of duty are applied to
goods which are found to be the products or matufaof a country defined as a preference
country. The principal objective of preferentialas of origin is to ensure that benefits are
restricted to those goods which originate and ragetd within the particular preference area, i.e.,
whose origin is particular specified countries.

16.18. RequirementsEach multinational or bilateral agreement hasvts rules of origin.
There is no work programme for the harmonizatiopreferential rules of origin. However, the
WTO Agreement on Rules of Origin, in annex Il (CoomDeclaration with regard to
preferential rules of origin), provides the gengnahciples and requirements applied to
preferential rules of origin. These requirementsude notification procedures. All members
agree to provide to the WTO Secretariat, as soguossible, their preferential rules of origin,
including a listing of the preferential arrangensemidicial decisions and their administrative

158 Agreement on Rules of Origin, Article 1, Paegur 2.

159 In its 2009 annual report, the group acknowdedtiat members had considerable differences riegard
technical issues and aspects of the overall aathite of the draft scheme, and that manufacturgagos Rules of
Origin were still a matter of specific concern.

160 See WTO Committee on Rules of Origin, “Sevemteannual review of the implementation and operatif
the Agreement on Rules of Origin” - Note by thegtariat (G/RO/71), 2 November 2011
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rulings of general application relating to theiefarential rules of origin, including any
modification or new preferential rules of origim particular, members agree to ensure that: (a)
in the case where the criterion of change of tatdksification is applied, such a preferentiaérul
of origin, and any exceptions to the rule, musadiespecify the subheadings or headings within
the tariff nomenclature that are addressed byule (b) in the case where the ad valorem
percentage criterion is applied, the method focwdating this percentage shall also be indicated
in the preferential rules of origin; and (c) in tteese where the criterion of manufacturing or
processing operation is prescribed, the operatiandonfers preferential origin shall be
precisely specified.

16.19. It is advised that if a country’s trade statistace compiled using preferential rules of
origin with respect to certain countries, an appaip explanation is provided in the
methodological note to the disseminated data.

5. Compilation of country of origin for imports

16.20. Application of the Specific Annex K of the revikgdto ConventionMost countries
broadly follow the RKC, Specific Annex K with reghto the definition of both wholly produced
and substantially transformed goods. However, tiseaesignificant divergence of views
regarding the details of the application of the&fpAnnex. Which goods can be considered
wholly produced in a given country, and what kinflsransformations of the goods can be
considered substantial remains, in many casesttemad trade dispute.

16.21. National practices in defining wholly produced (ainied) goodsit is a good practice to
base national definitions of the wholly producebténed) goods on the RKC and elaborate its
provisions in certain commodity groups which migktof particular interest to the compiling
county.

16.22. National practices in defining substantial transfation.As RKC does not contain
detailed definition of the substantial transforraatiespecially with regard to the “ad valorem”
percentage rule, it is a good practice to elabaatational definition of this concept and make it
available to users in trade statistics metadataekample, in some regional blocs like COMESA
the definition of substantial transformation isd@®n the Rules of Origin and is specified as
value addition to the product exceeding 35 percent.

16.23. Practical difficulties in determining the country arigin. Having national rules of origin
in place is important but, still, countries facemarous challenges in practice of determining
country of origin of imported goods. Difficultiesise for many reasons. For instance, the
information on origin with respect to differentrissmctions may not have the same quality
because of variations in the requirements to predioacumentary evidence. The requirement to
present a certificate of origin of goods is defifgdhe tariff law of the countries and does not
apply to all goods entering or leaving a countmyttker, compilers should be aware that IMTS
2010, para. 6.28 recommends that the economitamriiand not the statistical territory) of
trading partners constitute the basis upon whielsthtistics on trading partner are compiled, of
which free zones and other territorial elementspairg.
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C. Use of country of last known destination in expw statistics

16.24. Concept of country of last known destinatidMTS 2010, para. 6.13, defines the country
of last known destination as “the last country faasas it is known at the time of exportation - to
which goods are to be delivered, irrespective oémghthey have been initially dispatched to, and
whether or not, on their way to that last countingy are subject to any commercial transactions
or other operations which change their legal status

16.25. The identification of the country of last knowntdegion using customs recordst is
advised that the “country of destination”, as regaion the customs declaration and recorded by
customs, be used as the partner for the purposegooft statistics, provided that customs rules
require exporters to identify, as far as it is kmaw them, the country to which goods are to be
ultimately delivered® The country of destination may be taken as the wpuf last known
destination if, at the time of exportation, no dudial information is available regarding further
movement of the goods. It is also advised thatpilams cooperate with customs in developing
and disseminating to exporters clear instructi@ggarding the reporting of such information.
Compilers should be aware, however, that customsatrnormally engaged in systematic
verification of the correctness of information abthe destination of most goods. The definition
of partner country is to be based on its econosrittory (see para. 16.23).

16.26. Use of non-customs sourcels the absence of customs records, or if comgpdeem

them not reliable, it is advised that non-customgees be examined. For example, the “country
of destination” may usually be found in the termhsl@ivery contained in the contract of sale, or
derived from shipping or other commercial documer@smpilers may use enterprise surveys
and reports of commercial banks and monetary aigrgr Information contained in the

markings on outer packaging of the goods may atslodipful. This work is very time

consuming and it is a good practice to restritd gjoods of a very high value or to various
controlled goods.

16.27. Change of origin and the country of last known iskesion. During the delivery of goods
sent from one country to another, the goods magrenthird country and undergo processing
that will confer on them a new origin. It is adisthat, in such a case, the exporting country
record that third country as the country of lastwn destination.

16.28. Verification of country of last known destinatidn some cases trading partners’ imports
data may be helpful in the verification of providetbrmation and in the identification of the
final destination. If specific problems are idewetdf, it is a good practise to inform and educate
the traders about the importance of the correcyarfitthe partner information. Also, countries
might consider making adjustments to the partnfarmation, if there is evidence that, to a large
extent, a country of transit has been indicated dgclarant as the country of destination (e.g.,
Hong Kong SAR of China, Netherlands). The systé&raatid continuous use of such methods
may noticeably improve the statistics. Care shbeldaken to avoid double counting and adjust
for mark-ups in the partner country values.

161 SAD Guidelines - E17 - Box 17: Country of deation Using the relevant Community code from An8x
enter in Box 17a the last country of destinatiothef goods to be exported as known at the timepdre.
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D. Use of country of consignment in import and expw statistics

1. Concept of country of consignment

16.29. Country of consignment of imports and expd®gecial attention should be given to the
determination of country of consignment in viewtlod new recommendations contained in
IMTS 2010. In general, the method of compiling dayehe country of consignment offers the
possibility of obtaining consistent statistics aadsonable comparability since it promotes the
symmetrical recording of the trade transactiongnorting and exporting countries.. The
combination of the information on country of origind country of last known destination as the
first partner country with the information on theunty of consignment as second partner
country should significantly improve the tradingtoar information and facilitate the
reconciliation of partner information among tradpeytners, e.g., during trade negotiations.

16.30. Country of consignment for imporfBhe country of consignment for the purposes of
import statistics is the country from which goodsrevdispatched to the importing country,
without any commercial transactions or other openatwhich change the legal status of the
goods taking place in any intermediate countrybéfiore arriving in the importing country,

goods enter one or more further countries andust to such transactions or operations, that
last intermediate country where such transactiormperations took place should be taken as the
country of consignment.

16.31. Country of consignment for expoiftbe country of consignment for the purposes of
exports statistics is the country to which goodsdispatched by the exporting country, without -
as far as it is known at the time of exportatidreing subject to any commercial transactions or
other operations which change the legal statusefbods taking place in any intermediate
country. If there are several intermediate cousftieen the first intermediate country after
leaving the exporting country should be recordedoastry of consignment.

2. Compilation of country of consignment

16.32. Determination of country of consignmemhe determination of country of consignment
depends on a clear and practical definition of cemumal transactions or other operations that do
or do not change the legal status of the tradetbastiipped goods in intermediate countries. It
is a good practice to provide such a list of conuia¢transactions or other operations that
change the legal status of goods and to includtecimange of ownership of the imported goods
and their substantial transformation. In the Elcpca, for instance, any halts not inherent in
goods transport are included in this list as well.

16.33. Difficulties in the determination of country of ggnmentThe determination of country
of consignment is not always straightforward ingbicee. For exports there can be a lack of
knowledge about the destination of goods at the tifrexport as goods can be redirected while
at sea or goods can be trans-shipped from thenatigountry of consignment and, therefore, not
included in that country's imports thus creating thcomparability in partner statistics. For
imports it is important that country of consignmenhot automatically identified as the country
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from which goods were shippétf. The transportation of goods from the country afsignment

to the country of last destination may involve tise of multiple shippers and passage through
several countries, so that at the time of goodomagion the country of consignment and the
country of shipment may or may not coincide. Comegilshould be aware that the country
identified by the importer as the partner countrly @ften be the country where the last shipment
arrangements were made rather than the countryviroich the goods were consigned.

16.34. Use of customs and non-customs sourCesnpilers should ensure that the relevant
customs records, if available, are collected, gsed and incorporated in the trade statistics
database. If customs records do not exist or@reamplete (e.g., the country of consignment
might not be included or not be a mandatory fielthie customs declaration), non-customs
sources should be used to the extent possible.algood practice to advise customs authorities
on the increased importance of information on cguot consignment and to cooperate with
them in finding ways to ensure better availabitifythis information in customs records.
Countries which do not already compile country @isignment information in the case of
exports are encouraged to study the feasibilityuah a compilation.

16.35. Special categories of goadBhe country of consignment might be used as & saiftner
attribution provided to users in cases where cquuitorigin is unknown or deemed not
applicable by trade compilers. For example, in cdssntiques, used cars, aircrafts or vessels the
use of country of consignment might be preferalblsuch cases it is advised that the partner
country attribution is unambiguous and clearly @adéd as follows: (a) if country of origin is not
used the “country of origin” data field must bet lefank while the “country of consignment”

data field contains the country of consignment naongb) if both country of origin and country

of consignment are known then both fields aredillgth the appropriate country names (which
can be the same or different).

E. Definitions of partner country in trade betweenmembers of a customs union

16.36. Requirements for partner information in intra-unibade The partner attribution in the
case of intra-union trade depends on requiremdntseaustom union’s member states
regarding the nature of their trade statisticsesehstatistics may continue to be based on the
same criteria as in trade with third countriest teaon country of origin for import statisticscan
country of last known destination for export sta&ts This attribution is easier to follow if
customs controls of movements of goods between reeBiates are not entirely removed, and
customs records require identification of the counf origin and country of destination. If such
customs records do not exist, compilers need tonasecustoms sources to compile trade
statistics, including identification of country ofigin and country of last known destination. If
member states are considered as one economiotgrand information regarding origin and
last known destination is not required for nationse, the statistics of intra-union trade might

162 The country of shipment (in the case of impoissthe country from which goods are shipped, tivieor not
commercial transactions or any other operationisdhange the legal status of the goods occur tiféeegoods are
dispatched from the exporting country. If such saations do not occur, the country of shipmeniéssame as the
country of consignment (IMTS 2010, para, 6.12). Thantry of shipment (in the case of exports)he ¢ountry to
which goods are shipped, whether or not commet@abactions or any other operations that chargéetal status
of the goods are expected to take place beforeahnf the goods in that country (IMTS 2010, p&d.2).
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apply another definition of partner for intra-unitvade more suitable or adequate for customs
union’s purposes (e.g., country of arrival/courdfylispatch). However, a Member State might
decide to use different criteria for partner atitibn in its national trade statistics than apptied
the data reported to the customs union secretariathich case the data available from the
customs union secretariat and from the nationéiksital office will be different.

16.37. Example European Union - Partner attribution acamglto the community concepptor

the reporting of the Member States’ intra-uniomlé&aata to Eurostat according the community
concept, the partner Member State is the Membée Btaconsignment for arrivals and the
Member State of destination for dispatches (septehd0, para. 10.9 for details). Member State
of consignment is defined as Member State from whmods were dispatched to the reporting
Member State, without any halts or legal operatishgh are not inherent in their transport
taking place in any intermediate Member State. Mem8iates of destination means the last
Member State to which it is known, at the time ispdtch, that the goods are to be dispatched. A
halt is any temporary interruption of the physicedvement of the goods before continuing the
movement to the final destination. A legal opematian be any commercial transaction or
comparable operation covered by legislation (ealg sr processing under contract). Halts or
legal operations related to transport of the goodside, for instance, a change of means of
transport, preserving operations to keep the goodgeod condition during transport, breaking-
up and assembly of packages and temporary stdrageactice, however, consignment is
frequently approximated by shipment.

F. Partner country coding for statistical purposes

16.38. UN standard country or area codes for statistica¢LCountries are encouraged to adopt
the UNstandard country or area codes for statistical psevided on the UNSD website (IMTS
2010, para. 6.28f° This website provides names of countries or a@gether with the three-
digit numerical codes used by UNSD for data-praogsgurposes and the two- and three-digit
alphabetical codes assigned by the Internationg&d@zation for Standardization (ISO). The
website also lists and gives codes for a numbgeofraphical regions and economic, trade and
other groupings of countries or areas. Compilezsadvised to take note of this website and
consider using the UN coding system for data-prsingsand reporting purposes if it suits their
systems.

16.39. Trade with itself and trade with free zor@ TS 2010, para. 6.29). It is possible that in
the case of re-imports (imports of domestic goobgkwwere previously recorded as exports) a
country registers imports from itself as countryafin. Yet, it is neither recommended nor
common practice to record exports to itself ascthntry of last known destination, even if the
return of the goods might be almost certain (itiraninor processing which does not change
the country of origin). Countries applying the &tior relaxed definition of the special trade
system may record trade (imports or exports) fronohta their free zones (or premises for
inward processing or customs warehouses). Thediggpof trade with its free zones (or
premises for inward processing or customs warels)wdearly indicates that the country does
not use the general trade system.

163 See http://unstats.un.org/unsd/methods/m49htm9.
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16.40. Detailed partner breakdowr€ountries may wish, in national publications, toup

together countries for analytical purposes. HoweNdTS 2010, para. 6.30 recommends that in
their databases and in reporting to regional atetnational organizations, countries make their
data available with complete and most detailedheatreakdowr®* This will allow both

national and international users to aggregate ci@snnto economic and geographical groupings
according to their own analytical requirements, aitifacilitate the estimation of trade for late
reporting or non-reporting countries.

164 This is not applicable in cases when two (gesa) countries consider themselves as a singtesstal
territory (e.g., France, and Monaco)
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Chapter 17 Mode of transport

17.1. Introduction This chapter elaborates on the recommendatiamsiced in IMTS 2010,
chapter 7, on mode of transport. It contains arjgsan of good practices in their
implementation. Due to its importance, the recomuaéinn to compile international
merchandise trade statistics by mode of transpastne-introduced and strengthened in IMTS
2010, after it was not contained in the secondsreniof IMTS although it had been mentioned
in the first revision.

A. Basic concepts

17.2. RecommendatiorAvailability of trade data by mode of transpdvtdT) is very
important for many purposes, including monitoringernational transport routes, formulating
transportation policy, assessing the impact ofetral the environment and for other analytical
purposes. In this context IMTS 2010, para. 7.1omamends that:

(a) countries compile and disseminate internationakcheandise trade statistics by mode of
transport at the most detailed commodity levela(asparate data dimension), and

(b) the mode of transport which should be recordedastieans of transport used when
goods enter or leave the economic territory of @nty. It is a good practice to describe any
diversions from these recommendations in the cglatnetadata.

The basic concepts and data sources used in thgilation of MoT are briefly described in this
section.

17.3. Mode of transport and means of transp&itr the purposes of international merchandise
trade statistics mode of transport is understoati@snethod of transport used for the carriage of
goods*®® It is a specific solution that makes use of aipaldr type ofmeans of transportation
such as aircraft, vehicle, vessel or other deveszldor the transport of goods or persons. The
transport of a person or of cargo may involve omeewor several modes of transport, with the
latter case being called multimodal transport. Badade has its advantages and disadvantages,
and will be chosen by traders on the basis of cagiacity, route, and speed.

17.4. Classification of mode of transport for use in toenpilation and reporting of the trade
statistics To allow international comparability to the bpstsible extent, IMTS 2010, para. 7.2,
provides a classification for use in the compilatand reporting of MoT trade statistics which is
reproduced below.
1. Air
2. Water
2.1 Sea
2.2 Inland waterway
3.Land
3.1 Railway
3.2 Road

165 See UNECE document TRADE/CEFACT/2001/19 ofdrtudry 2001. Recommendation No. 19, by Centre for
Trade Facilitation and Electronic Business (UN/CEHA, Section A.
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4. Not elsewhere classified
4.1 Pipelines and cablé&s
4.1.1 Pipelines
4.4.2 Cables
4.2 Postal consignments, mail or courier shipments
4.3 Self-propelled goods
4.4 Other

B. Implementation and data sources

17.5. National classifications of modes of transpdMTS 2010, para. 7.2, encourages
countries to use the main categories (1-digithefabove classification and, if countries wish to
do so, use the detailed (2- or 3-digit) categotimyever, the above classification is not
intended to limit the flexibility of countries tonplement a detailed national classification
according to their own requirements. Whatever diaasion is followed, it is recommended that
countries clearly describe in their metadata theerts of the categories used. Depending on
their national requirements countries may wishampile mode of transport at the one, two or
three digit level or create even more detailed katewns for use in the compilation and
reporting of the trade statistics by the mode afisport. Confidentiality rules may significantly
affect the level of MoT detail that can be publidhe

17.6. Itis a good practice to adopt such a nationakdiaation, which would make possible to
easily reconcile it with the international classa#fiion, at least on the level of the main categorie
In particular, it should be made clear whether @lastnsignments, mail or courier shipments and
self-propelled goods are separately classifieshduded in the main categories air, water and
land. The category 4.4 “Other” is to be used whenavailable information does not allow to
attribute a given transaction to any of the specifode of transport categories.

17.7. Description of mode of transport categoriésdescription of MoT categories based on
the Glossary for transport statistiqgerepared by the EU/ECE/ECMF Inter-secretariat Whayk
Group on Transport Statistics (Fourth edition, 2609s provided in Annex to this chapter.
Countries can use these descriptions when defthemgomponents of their national mode of
transports classification.

17.8. Multimodal transport.The term “multimodal transport” can be used wheads are
carried by at least two different modes of trangdoom a place within or at the border of the
exporting country at which the goods are takerhizrge by a transport operator, to a place
designated for delivery in the importing courttfy This is in accordance with the definition of
international multimodal transport in Article 1df.the United Nations Convention on
International Multimodal Transport of Goods (whiwbwever is not in force). If a country

166 Breakdown of the category 4.1 into 4.1.1 Pifgdiand 4.1.2 Cables can be applied if countnekifidesirable
and feasible.

167 Compilers are encouraged to consult the Glgsdfdransportation terms developed by the UNECH pBtat
and International Transportation Forum (ITF), aafalié at
http://epp.eurostat.ec.europa.eu/cache/ITY_OFFP3BERA-10-028/EN/KS-RA-10-028-EN.PDF

168 See UNCTAD document “Implementation of multimabttansport rules” [2001] available at
http://www.unctad.org/en/docs/posdtetlbd2.en.pdf
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identifies the transport of certain goods as mudtial, it is a good practice to provide in the
metadata information of how multimodal transpordédined, identified and recorded.

17.9. Predominant mode of transpoht certain cases the information on MoT, defined as
means of transport when entering the economidaeyrand derived from customs records, is
not the most relevant information for analyticatgases and some countries might wish to use
the concept of the predominant mode of transpbfT3 2010, para. 7.4, suggests that the
predominant mode of transport can, for examplaldimed as the mode of transport which
accounts for the majority of the transportationts@s the longest part of the route by distance.
Countries should define such criteria and recoedipminant (or even multiple modes) of
transport as necessary (i.e. in the case of lakdtbcountries), taking into account their data
needs and circumstances. It is a good practickesolg explain reasons and methodology of
such determination of MoT in the trade statistietadata.

17.10. Main data sourcesl'he main data sources for the compilation of trdala by mode of
transport are the same as for the compilationtedérarade data, i.e., customs records and the
non-customs data sources described in chapterar] 8. However, countries might explore the
possibility of using additional sources. It shobkinoted that although there is a strong
correlation between point of entry and mode ofgpammt, the attribution of MoT cannot be based
on the identification of point of entry only, artds a good practice to use mode of transport as
indicated in customs records

17.11. Potential additional data sourceSome additional data sources (e.g., carrier ampshi
based sources) may contain useful supplementasyniaition and can be used for the
verification and estimation purposes.

17.12. Estimation of mode of transport data.many instances adequate sources of data might
be absent. If, however, there is a strong neettdde data by mode of transport, appropriate
estimation procedures can be developed and useduggested to distinguish sources of
information for estimating MoT at different stage®d levels of the compilation process
depending on user requirements. MoT could be ettt the initial data collection stage on
the micro level, based on additional documentdaionndividual transactions, or at later data
compilation stages on macro-level, based, e.ggnberprise surveys.

17.13. MoT and trade systennder the general trade system goods are receovded they

leave the economic territory of a country, whiclncales with the condition for the recording of
mode of transport (means of transportation wherdg@mnter or leave the economic territory of
country). Countries following the special tradeteys would usually compile MoT based on the
mode of transport when goods enter or leave thiststal territory which could be, for example,
the mode used to transport goods from a customshwease into a free circulation area. This
might, if significant, provide a misleading pictuséa country’s MoT statistics. In this case
countries might want to consider presenting infdramaon MoT in a way that takes into account
that goods might have entered the statisticaltéeyrirom free zones or customs warehouses. An

169 In Brazil, MoT data are obtained from the resoof the field “unit of the customs boarding otaauing” of
electronic documents for export and import of SISCEX, which are linked to the modes of transport
correspondent to each customs unit.
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appropriate explanation should be provided in tistdéstics metadata.
C. Country practices in the compilation of trade satistics by MoT

17.14. Country practicesCounties experiences in the compilation of MoTad#ffer for several
reasons including the use of different trade systeawailability of data sources, etc. Examples of
country experiences in compilation of trade datdVieyT, including both good practices and
challenges, are provided below.

17.15. Country practice of the United Statdhe United States applies the recommended
definition of MoT as the means of transport use@nvgoods enter or leave the economic
territory. Further details can be summarized adsvid:

(a) The data for “all methods of transportation” irddugeneral exports and general imports
by vessel, air, truck, rail, air mail, parcel pastd other methods of transportation;

(b) The data for vessel and air general exports andrgeimports represent merchandise
actually leaving or arriving in the United Staté®ard a vessel or an aircraft;

(c) Imports and exports of (i) vessels moving undeirtbmn power or afloat and (ii) aircraft
flown into or out of the United States are includedhe "all methods" data but excluded from
the vessel and air statistics.

(d) Mail and parcel post shipments (including thosedpmrted by vessel or air) are included
in the "all methods" data but excluded from theseésnd air statistics.

(e) Estimated low-value shipments are included in #leriethods™ data but excluded from
the vessel and air statistics.

() Imports out of U.S. Customs bonded warehouses arglgh Trade Zones are included
in the “all methods” but excluded from vessel andtatistics.

(9) In some instances, shipments between the Unitddssaad countries abroad enter or
depart through Canada or Mexico. Such shipmestsemmorded under the method of
transportation by which they enter or depart théédnStates regardless of the transportation
mode between Canada or Mexico and the countryigihoor destination. So, for example, if
something is shipped from China to Canada on aeljgben shipped from Canada to the United
States on a truck, the statistics would show aromipuck shipment from China.

17.16. Country practice of Canad&anada follows the general trade system. The neaitufes
of the Canadian experience are:

(a) Imports For imports, the mode of transport informatiepresents the last mode of
transport by which the cargo was transported t@treof clearance in Canada and is derived
from the cargo control documents of Canadian Custdrherefore, shipments from, for
example, China destined for Canada may arriveVdéstern U.S. port via marine mode and
arrive in Canada via rail. Such shipments are aEmbas imports from China via rail in
Canadian merchandise trade statistics. Furtheretwded mode of transport may not be the
mode of transport by which the cargo arrived atGaeadian port of entry, if the cargo was
cleared by Canadian Customs at an inland poiforiiexample, the commodities imported from
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the United Kingdom arrived by ship in Toronto b aot cleared in Canada until they reach
another city by truck, the mode reported in Canadigernational trade statistics will be truck.

(b) Exports Exports by land modes of transportation repre€amadian trade with a second
country that has been transshipped via a third tcpugenerally the United States. For exports,
the mode of transport information represents thderad transport by which the international
boundary is crossed. For Canadian exports vidthieed States to other overseas countries, the
mode reported would be the mode used to crossdahadian/U.S. border. If, for example,
export shipments that are destined for the Unitegy#fom travel by truck through Fort Erie,
Ontario, and are then shipped by water from a plo&.to the United Kingdom, the mode
reported in Canadian international trade dataistdble will be truck.

17.17. Country practice of MexicdVexico follows the general trade system and céespVioT
trade statistics in the following way:

(a) Imports: For imports, the MoT information represents thet ftaode of transport by
which the cargo was transported at the Mexican gioghtry and is derived from the cargo
control documents of Mexican Customs. This mayteothe MoT by which the cargo arrived to
the port of clearance in Mexico, for those casesrethe cargo was cleared by Mexican
Customs at an inland port.

(b) Exports.For exports, the mode of transport informatiorords the last mode of transport
with which cargo crossed the customs border oexitsfrom the country.

(c) In the case of Mexico, the records of the trangpian authority (Ministry of
Communication and Transport) provide data at a igéihevel on the transported volume by
mode, and this information is a supplement to #ita dn value provided in the customs records.

17.18. Country practice of Germany

(a) Imports If imports are leaving the customs warehousdréw circulation, the mode of
transport at the time of entering the customstteyriof the EU (and not the mode used for
transportation when leaving customs warehousejdibs reported in the customs declaration. In
case the importer is not able to identify that motizansport he has to declare the presumable
mode of transport.

(b) Exports Exports are treated accordingly (presumable nobdensport when leaving
customs territory).

17.19. Country practice of BrazilStatistics of foreign trade are released inclggiart of

loading and unloading and MoT. To determine the enofdransport for each operation, Brazil
has adopted the criteria set by IMTS 2010, thahsmode of transport used in the moment
when goods enter or leave the country. Brazil atkapts the IMTS 2010 recommendation to
classify modes of transport as follows: sea, aitway, road, pipeline, cables, inland waterway
(divided in river and lakes), self-propelled goopisstal consignments, mail or courier
shipments, and others. In practice these dataldagned from the records of the field “unit of
the customs boarding or unloading” of electronicudaents for export and import of
SISCOMEX, which are linked to the modes of transporrespondent to each customs unit.
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17.20. Quality issuesObtaining high quality trade data by MoT is a chia$ling undertaking. In
addition to the reporting errors that affect thaayal merchandise trade statistics, there are
reporting errors that specifically affect data tfabed by MoT. In general, the businesses or
individuals that report the data may not be theesardividuals who physically convey the
shipments. This can lead to inaccurate informagioout how a shipment is transported and
where it enters or exits a country. It is a goaatpce to develop various cross-checking
procedures and to document them in trade statistetadata.

17.21. Quality assurance in the United Statébe U.S. Census Bureau quality assurance
procedures include checking that reported MoT caahelsports are valid and performing
relational checks between the ports and the meathtdnsportation. In the future, the Census
Bureau is exploring obtaining transportation infatran directly from the manifest, as reported
by the carrier of the goods. To ensure qualityidessMoT and port relationship checking, the
Census Bureau also performs relational edits on/M8TCommodity and MoT/HS
Commodity/Shipping Weight. For example, a certammodity such as coal cannot be shipped
by air or the shipping weight of a commodity shigfxy vessel cannot exceed the maximum
allowed.

17.22. The Census Bureau is substituting Canadian impatisscs for U.S. exports to Canada.
In accordance with this data exchange, Canadaresgiis importers to report the MoT by which
the goods departed from U.S. However, Canadaldogsd edit checks of this field, which can
lead to inaccurate information collected for expdat Canada. Additionally, Canada does not
collect containerization information on the US entp@s part of the data exchange and as such
all containerized value and shipping weights fgpaxs to Canada are excluded.

D. Experiences in the dissemination of internationamerchandise trade statistics by MoT

17.23. Experience of the United Statd$e United States makes its international merdisen
trade statistics by MoT available in the followipgblications:

() U.S. Imports of Merchandiggovides import statistics in various data ficfolis
Harmonized System (HS) commodities at the 2, fdb1@-digit level. Country and customs
district data for value, quantity, method of tramggtion, shipping weights, import charges,
duties etc. are provided on a monthly, year-to-datel annual basis.

(b) FT920provides data on value, charges, insurance arghfréCIF), and shipping weight
for general imports and imports for consumptiordisgrict of entry, district of unlading, world
area, country of origin, and by method of transgiooh. Final data are released monthly.

(c) USATradeOnlingrovides port statistics by 6-digit HS and courittyvalue, shipping
weight, and method of transportation. State exgtatistics that include 6-digit HS or 4-digit
NAICS and country are provided for value, shippigght and method of transportation.

(d) U.S. Exports and U.S imports by pprovides export and import statistics by port of
export and port of unlading respectively by HS cardities at the 6-digit HS level data for
value, shipping weight, and method of transportatio an monthly, quarterly or annual basis.

(e) Trans-border statistics filesJ.S. Imports and exports from and to Mexico anddcia
and U.S. imports and export transshipments thrddgkico and Canada in disaggregated MoT
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are provided to the U.S. Bureau of TransportatitatiSics (BTS). These data, that include
separate details on land (e.g. truck, rail) aneothodes (e.g. mail, flyaway aircraft), are
published by the BTS.

17.24. Cooperation between Canada, Mexico and the Unitate$ Box 17.1 provides
information the North American Transportation Sititis On Line Database (NATS OD).

Box 17.1
The North American Transportation Statistics On Line Database (NATS OD)

The NATS OD databa$®@ presents information on transportation and trartafion-related activities
among Canada, the United States and Mexico, bdthnwindividual countries and between the countrigéhis
database, presented in French, English, and Spasiatcessible in table and time series formaid,cavers
twelve thematic areas, including transportation tuwedeconomy, transportation safety, transportaimnpact
on energy and the environment, passenger and fraaglity, and transportation and trade.

The data contained in the NATS OD database areuptsaf the North American Transportation
Statistics working group within the North Americaransportation Statistics Interchange, a trilatamiative
among the transportation and statistical agendi€aonada, the United States and Mexico. Underwaes
1991, the Interchange provides a forum for the argle of information and for the discussion of te@ad
issues related to transportation statistics ambegparticipating countries.

The primary participating agencies include Statss€anada and Transport Canada from Canada; the
Secretaria de Comunicaciones y Transportes (SCHjigt of Communications and Transportation), the
InstitutoMexicano del Transporte (IMT) (Mexican fitste of Transportation) and the Instituto Nacibae
Estadistica y Geografia (INEGI) (National InstitofeStatistics and Geography) from Mexico; andBueeau of
Transportation Statistics (BTS) and the U.S. CeBugau from the United States. Other agenciesitiirout
the three countries participated and provided dathexpertise.

Major objectives of the North American TranspodatBtatistics working group are to: (a) identifyyke
information that will help provide a comprehenswew of transportation in North America, (b) charmze
transportation activity and impacts across and eetnnCanada, Mexico and the United States, (c) repeaific
data comparability differences among countriesjdéitify data and information gaps and (e) bedgscussions
for reducing comparability differences and datasgdgpough cooperative activities.

The focus is on data, methodology, and analystspittevide information necessary to support a safe,
environmentally sustainable and integrated trartation system for North America; for this reasoe three
countries have developed comparable key indicatoirsinsportation activity such as the merchantisge by
MoT.

170 Available from http://nats.sct.gob.mx/nats/syd&x.jsp?i=3.
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Annex 17.A. Description of modes of transport fotMTS purposes

Table 17.A.1
Description of modes of transport for IMTS purposes

Code

Description (tentative, for orientatim only)

1

Heading
Air

Any movement of goods and/or passengers cairanaft.

2

Water

QD

Any movement of goods and/or passengerertaictn wholly or partly at se
or on navigable inland waterways using merchamissbr inland water
transport (IWT) vessels.

2.1

Sea

Any movement of goods and/or passengarg o®rchant ships on journeys,
which are undertaken wholly or partly at sea. Ookt fransport (movements
of goods shipped to off shore installations, ordamping at sea, or
reclaimed from the sea bed and unloaded in patsicluded. While bunkers
and stores supplied to vessels in port are exclunlgtker oil shipped to
vessels off shore is included. Fluvio-maritime mmoeats of goods by
merchant ships are included. Movements of goodsland waterways
vessels between seaports and inland waterway p@rtsxcluded. (They are
included in inland waterway transport). Movemerftg@ods carried
internally between different basins or docks ofgshene port are excluded.

2.2

Inland waterway

Any movement of goods and/@spagers using IWT vessels which is
undertaken wholly or partly on navigable inland evatays.
Bunkers and stores supplied to vessels in por¢xciided When an IWT
vessel is being carried on another vehicle, ondyrttovement of the carrying
vehicle (active mode) is taken into account.

Land

Any movement of goods and/or passengerg asiailway or road vehicles
on a given railway or road network.

3.1

Railway

Any movement of goods and/or passenggrgy a railway vehicle on a given
railway network. When a railway vehicle is beingréd on another rail
vehicle only the movement of the carrying vehicletive mode) is being
considered. Railway network is understood as didiof communication
made up by rail exclusively for the use of railweghicles. Railway vehicle
is a mobile equipment running exclusively on rait&ving either under its
own power (tractive vehicles) or hauled by anotredricle (coaches, railcar
trailers, vans and wagons).

3.2

Road

Any movements of goods and/or passengerg a road vehicle on a given
road network. When a road vehicle is being caroieénother vehicle, only
the movement of the carrying vehicle (active mode)
is considered.

Not elsewhere
classified

Any movements of goods not separately classifidueadings 1,2 and 3.

4.1

Pipelines and cables

Any movement of liquiddpiads in a given pipeline or cable network.

411

Pipelines

Any movement of crude or refinedili petroleum products or gases in a
given pipeline network. Pipelines covering flowvediter are covered here as
well.

4.4.2

Cables

Any movement of products in a givene network.

4.2

Postal consignments,
mail or courier
shipments

Any movement of goods via postal, mail or curriengces not separately
classified in headings 1,2 and 3.

4.3

Self-propelled goods

As an example, an air@i@ftn out of the compiling country under its owr
power should be classified as self-propelled.

4.4

Other

For example, power lines carrying eleittri

®lllustrated Glossary for Transport Statistjetth edition (2009), prepared by and the Inteomati Transport
Forum, Eurostat and the UN Economic CommissiorEfmope.
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Chapter 18 Customs procedure codes

18.1. Introduction.IMTS 2010 recommended that information about tretams procedures
applied to individual transactions be part of tladet provided by customs to the agency
responsible for the compilation of trade statis(i64TS 2010, paras. 2.9 and 8.6). It is a good
practice to include customs procedure code asiadditdata field in the dataset used for
international reporting. This chapter explainsithportance and significance as well as
limitations of this new data fields, and describgperiences of countries that obtain and use this
information.

A. Customs procedure code as a new data field

18.2. Request for custom procedure codes as new dath Fiellowing the adoption of the
revised recommendations contained in IMTS 2010\hiked Nations Statistics Division and
the Organisation for Economic Co-operation and Dmprmaent (OECD) revised their data
request to countrié§ to include the following four new data items: §8cond partner country
or area, (b) Second value for imports (FOB), (c)d€lof transport and (d) Custom procedure
code (or applicable transaction code) — see Ttk fbr details:’> The TF-IMTS as well as the
EG-IMTS have been informed about these new datasite

Table 18.1

New data fields following the adoption of IMTS 2018

Field Name Recommended field content

Second partner country or area In national nomam@acountry of consignment for impoits
and country of consignment (destination) for export

Second value for imports Monetary value (in natianarency or US dollars) FOB fo
imports

Mode of transport The means of transport used vgoexls enter or leave the

economic territory (in the encouraged nomenclapuorided
in IMTS 2010, para. 7.2 or national nomenclature)

Custom procedure code (or applicable | Code of the customs procedure applied to individual
transaction code) transactions by customs; any applied procedureanosaction
code if customs procedure codes are not availatife o
additional codes are used

& See chapter 8, Table 8.1, for further information
B. IMTS 2010 recommendation

18.3. Information about applied customs procedul®TS 2010, para. 2.19, recommends that
information about the customs procedure appligddividual transactions (or the nature of
transaction) be included in the dataset for tradtssics in order to facilitate the identificatiof
re-exports and reimports but also of other typesaafe, such as goods for processing, trade
between related parties, goods on consignmenagtar as possible. Further, it is recommended

171 UNSD and OECD cooperate in the collectionrofuml merchandise trade data. OECD is requestanddla
from its member countries and immediately forwahdsreceived data to UNSD.

172 The revised data request is available at tH8MDJwebsite at:

http://unstats.un.org/unsd/trade/IMT S/datacollectiom.
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that, if the customs is not the agency compiliaglér statistics, this information be regularly
included in the dataset provided by customs tatency responsible for the compilation of
trade statistics of a country.

18.4. Information about customs procedureBMTS 2010, para. 8.6, recommends that
information about the customs procedures applieddividual transactions be part of the dataset
provided by customs to the agency responsiblelf@rcompilation of international merchandise
trade statistics.

C. Importance of compilation and international repating

18.5. Importance of the information on customs procedtodes Information on the custom
procedures applied to individual transaction arecritical importance for the compilation of
IMTS, as those procedures indicate whether cettaisaction should be included or excluded in
trade statistics (IMTS 2010, paras. 8.5 and 8.6),wall as for the separate identification
(recording) of certain trade transactions (seeptdra 18 and 19). For example, the ASYCUDA
system uses customs procedure codes for determihandrade type (system) and flow.173
Moreover, the customs procedure applied to an iddal transaction contains information about
the purpose of the transaction needed for analyiiogoses.

18.6. Often, the information on customs procedure codwtsancluded in the dataset provided
by customs to the trade statisticians. In parg thibecause in the past this information was not
seen in some countries as suitable or relevantstatistical purposes. However, due to
globalization, the goods production processes acesasingly split over many countries and
there is a strong need to obtain additional infdromaabout the nature of the trade transactions
in order to analyze the impact and relationshiptraide on employment, growth or the
environment.

18.7. Limitations of information and compilation issudost countries broadly follow the
revised Kyoto Convention (RKC) and apply certaemsiard customs procedures.174 However,
countries usually developed their own, often extenset of customs procedures that suit their
administrative needs and might apply multiple pdures to the same transaction. Hence, the
information on the application of customs procedureght not automatically, or for all
countries, result in any consistent and, therefaseable statistical information. Also, the
national information might be difficult to make @mbationally comparable. One practical
consideration is that the differentiation of tradensactions by customs procedure codes might
significantly increase the dataset.

18.8. Minimum goals for the futur&’he development of the information on customs
procedures into relevant and internationally coraplr data is expected to require several years.
The minimum goal for the near future would be thlatountries be able to identify re-exports,
re-imports, and goods for processing in their trdat&, and that they make this information
available to all users. An important intermedidépsn this regard would be to create an

173 ASYCUDA is a computerized customs managemestesn that covers most foreign trade procedurestufther details,
see paras. 8.16 and 8.17 in Chapter 8 of this Manua
174 See Chapter 2, Sections B and C, of this Manual
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inventory of the customs procedures that are ctlyrapplied by individual countries, and to
make it publicly available in a convenient way s®rs.

D. Customs procedures applied by countries

18.9. Revised Kyoto Conventiomhe RKC identifies a set of customs proceduned,@ovides
standards and recommended practices regarding dletisgies. The majority of countries are
believed to apply the main customs procedures iitlohin the RKC. However, there is at this
time little information what customs procedures @pplied by individual countries.

18.10. Customs Regime Code Used in China’s Merchandiseel&atisticsChina customs
developed an extensive set of customs procedumasttthe needs for customs control and trade
statistics. The structure of the customs procedade has 4 digits, of which the last 2 digits
correspond to the customs regime code that idestif® different types of trade for the purpose
of compilation of China’s international merchandissle statistics (see Table 18.2 for further
details)

Table 18.2
Customs regime codes used in China’s Internationdlerchandise Trade Statistics
Code Description
10 Ordinary Trade
11 Aid or Donation Between Governments or by Inddional Organizations
12 Other Donation
13 Compensation Trade
14 Processing and Assembling ( Inward Processypeg, t)
15 Processing with Imported Materials( Inward Pssaay, type II)
16 Goods on Consignment
19 Border Trade
20 Equipment for Processing trade
22 Contracting Projects
23 Goods on Lease
25 Equipment or Materials Imported as InvestmenfEbreign-Invested Enterprises
27 Outward Processing
30 Barter Trade
31 Duty-free Commodities on Payment of Foreign €ucy
33 Customs Warehousing Trade
34 Entrepot Trade by Bonded Area
35 Equipment Imported into Export Processing Zone
39 Other

18.11. Customs Procedures Codes (CPC) used in the Philggpihe CPC (4-digit code and
with extension of 3-digit) is found in Box 37 ofethmport Entry and Internal Revenue
Declaration. See Table 18.3 for the list of 4-dggitles used in the Philippines.
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Table 18.3
Customs Procedures Code (CPC) used in the Philippas

Code Description

1000 | Permanent export of domestic origin

1021 | Permanent Export after TE for customs outwaodessing procedure

1022 | Permanent Export after TE for return in umatestate

1100 | Permanent export of duty and tax free import

1240 | Permanent export of duty and tax paid import

2100 | Temporary Export under customs outward pratggsocedure

2200 | Temporary Export for retun of goods in unaliiestate

3052 | Reexport after customs inward processing pioee

3053 | Re-export after T.A. for return in unalteréates

3071 | Reexport after customs warehousing procedure

4000 | Direct entry for home use

4052 | Entry for home use after temporary import pthre

4053 | Entry for home use after TA for return in uemdd state

4071 | Entry for home use after customs warehousioggaure

4088 | Consumption Entries Transshipped

4100 | Direct Import under drawback procedure

4500 | Informal Entry (Commercial Goods)

4588 | Informal Entry after transshipment (Commer@abds)

4600 | Informal Entry (Non commercial goods)

4688 | Informal Entry after transshipment (Non coneiargoods)

4900 | Consumption Entries Shortshipped

5200 | Temporary Import for customs inward procesgirggedure

5300 | Temporary Import for retun of goods in unaitestate

5371 | TI for return in unaltered state after custevasehousing

6021 | Reimport after TE for customs outward procggprocedure

6022 | Reimport after TE for return of goods in ueadt state

7100 | Direct entry for customs warehousing procedure

7152 | Entry for customs warehousing after Tl foramevprocessing

7171 | Change of Warehouse

7188 | Warehousing Entries Transshipped

7271 | Withdrawal Permit (warehouse to store)

7300 | Temporary import for Constructive Warehousing

7700 | Transfer from warehouse to another warehouse

7800 | Transhipment Entry to Warehouse

7900 | Entry for Customs Warehousing Shortshipped

8800 | Transhipment
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18.12. Harmonization of customs procedure codes in COMESMMESA achieved for the
majority of its member countries a harmonizatiorcastoms procedures and that this
information is automatically included in the datgsevided to statistics. Based on this dataset,
countries are for example able to provide theiadallowing the special and the general trade
system. For further details see Annex 18.A.

18.13. European Union practicesn the European Union, the following elementsndédrmation
are compiled: (a) customs procedure code, (b)sstal procedure codes, and (c) nature of
transaction codes. The customs procedure codeedetie difference between general and
special trade, while the transaction code detersnatieer aspects like change of ownership. See
Annex 18.B for the list of nature of transactiores used in the Extrastat system of the
European Union.
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Annex 18.A. Harmonization of customs procedure andodes in COMESA

18.A.1. Background The COMESA Common Statistical Rules (CSR), whighe adopted by
Council of Ministers in April, 1997 at Lusaka, silpte the use of recommended COMESA
Customs Procedure Codes (CPC) to determine thedf@eods by trade types. By 2007, out of
19 COMESA Member States, 9 have migrated to ASYCWBANd 5 others are at the various
implementation stages. Thus COMESA found it neagdsarevise the CSR'’s provisions with
those following the ASYCUDA++ formdt?

18.A.2. Composition of the customs procedure cdde complete set of the Asycuda++ 7-
digit CPCs consists of a four-digit extended praredcode and three-digit additional /national
codes for national purposes. The extended procexhaie is made up of 2 parts, the requested
procedure and the previous procedure. The requpsbegdure comprises the first 2 numbers of
the 4 digit extended procedure. It represents tiséons procedure that is being asked for. The
previous procedure comprises the last 2 numbettseot digits extended procedure, which
represents any previous customs procedure thgoibds concerned have been entered under.
Both the requested and the previous procedureeaineed from general procedures shown in box
18.A.1 and which are based on the Standard CPGviesgl'ype or Model of Declaration (see
Box 18.A.2). For example, goods for import intoantded warehouse would be entered under
extended procedure 7100, which stands for requesteddure ‘71’ (Warehousing) and

previous procedure ‘00’ (No previous procedure)e Tist of extended procedures is provided in
Box 18.A.3. The special national rebates, etc.haralled by the last set of 3 numbers that make
up the complete set of the Asycuda++ 7 digit CHGese additional /national codes follow as
near as possible national laws of Member States.

18.A.3. COMESA customs procedure codése combination of extended procedure and
additional/ national codes results in about 35@arus procedure codes recommended to be used
by COMESA Member States. Table 8.A.1 provides asrgte the custom procedure codes for
the Standard CPC Regimes Type or Model of Dectamaif Exportation (‘EX 1’).

Box 18.A.1
COMESA - General procedures

10 Direct/ Outright exportation

20 Excise

21 Temporary Export for Outward Processing/ Repairs
22 Temporary Export for return in an unalteredestat
30 Re-exportation

40 Importation for home use

51 Temporary Importation for return in an unalteséate
52 Temporary Importation for Inward Processing/mepa
60 Re-importation

71 Warehousing

78 Export Processing Zones / Free Trade Zones

80 Removal in Bond (Inward Transit)

81 Removal in Transit (Through Transit)/ Transhipine
90 Other Import Procedures being Travellers Imports

175 See COMESA report COMESA Regional CPC Conscijt@roject, October- December 2007.
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Box 18.A.2
COMESA - The Standard CPC Regimes Type or Model dDeclaration

EX1 Exportation

EX 2 Temporary Export

EX 3 Re-export

EXC 2 Excise

IM 4 Entry for home use

IM 5 Temporary Importation

IM 6 Re-importation

IM 7 Warehousing / Free Trade Zones

IM 8 R.I.B/R.I.T (transit/transshipment)

IM 9 Other Import Procedures being Travelerpdnts (Private Importations)
Box 18.A.3

COMESA - List of Extended procedures

1000 Direct permanent export

1040 Direct permanent export after entry for harse

1052 Direct permanent export after temporary irtgg@mn for inward processing
1071 Direct permanent export for excisable goodsvarehouse.

1078 Exportation of manufactured /processed goans &n EPZ / International Free Trade Zone
2000 Entry for Excisable goods

2100 Temporary exports for outward processing

2171 Temporary exports for outward processingonids ex-warehouse

2200 Temporary exports for return in an unaltestade

2271 Temporary exports for return in an umatlestate of goods ex-warehouse
3040 Re-export after entry for home use

3051 Re-export after temporary import

3052 Re-export after customs inward processingqutore

3071 Re-export after warehousing

3078 Re-exportation of goods from an EPZ / Intéomal Free Trade Zone (export in bond)
4000 Entry for home use (general)

4051 Entry for home use after temporary import getdrn in an unaltered state
4052 Entry for home use after temporary importifevard processing

4071 Entry for home use ex-warehouse

4078 Entry for home use, ex-EPZ/Free Zone, gemetay

4080 Entry for consumption ex-Removal in Bond

4081 Entry for consumption ex-Removal in Transi

5100 Temporary import for return in unalteredestat

5200 Temporary import for customs inward proceggirocedure

5271 Temporary import for customs inward pesieg procedure ex - warehouse
5280 Entry for inward processing ex-Removadond

6010 Re-importation after outright exportation

6021 Re-import after temporary export for outwardcessing procedure

6022 Re-import after temporary export for retufigoods in an unaltered state
7100 Direct entry for customs warehousing procedur

7171 Re-warehousing of goods at the same port

7180 Entry for customs warehousing procedure afteoval in bond
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7181 Entry for customs warehousing procedure afi@oval in transit

7800 Entry of goods into an Export Processing Zdnéernational Free Trade Zone
8000 Removal of goods in bond
8071 Removal of goods in bond ex-warehouse
8100 Removal in transit
8180 Removal of goods in transit ex-RIB
8181 Transhipment of goods in transit under custoamtrol
9000 Private Importations
9071 Private imports ex-warehouse goods, genatgl e
9080 Private imports ex-Removal in bond goodsegarentry
Table 18.A.1
COMESA — Harmonized CPC’s — example EX 1 Exportatia
ASY++ CODE TRADE STANDARD DESCRIPTION
TYPE
1000 000 2 Exportation of goods from open market
1000 105 2 Exportation of goods by the governmegioeernment organisations
1000 110 2 Exportation of goods by diplomatic ndasi/ foreign embassies/
diplomatic personnel
1000 115 2 Exportation of goods under customsgtesgteements entered into by the
government
1000 120 2 Exportation of goods where industrialrack of duty is to be claimed
1040 130 2 Exportation of goods after entry for bame under national
Manufacturing Schemes
1052 000 2 Exportation of compensating products aémporary imports for inward
processing
1071 000 S Exportation in bond of locally manufaetugoods subject to excise duty
(export in bond)
1078 000 2 Exportation of manufactured /procesgedds from an Export Processing
Zone / International Free Trade Zone

KEY TO TRADE TYPES: (2) Applicable in the case aftb Special and General Trade types, (G) Applicabtae
case of General Trade Type, only; Applicable imm¢hse of Special Trade Type, only, (0) No TrageeT
applicable.
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Annex 18.B. List of nature of transaction cod

Table 18.B.1

es foExtrastat *’®

List of nature of transaction codes for Extrastat

A

B

1. Transactions involving actual or intended transif
ownership from residents to non-residents aga
financial or other compensation (except the tratisas
listed under 2, 7, 8)

1. Outright purchase/sale

inst Supply for sale on approval or after trial,
consignment or with the intermediation of a comimiss
agent

3. Barter trade (compensation in kind)
4. Financial leasing (hire-purcha%e)
9. Other

2. Return and replacement of goods free of chaftge
registration of the original transaction

al. Return of goods
2. Replacement for returned goods

3. Replacement (e.g. under warranty) for goods
being returned

9. Other

3. Transactions involving transfer of ownershiphwitt
financial or in kind compensation (e.g. aid shiptsgn

4. Operations with a view to processingider contrac
(no transfer of ownership to the processor)

1. Goods expected to return to the initial countfy
export 2. Goods not expected to return to theah
country of export

5. Operations following processing under contraxci
transfer of ownership to the processor)

(1. Goods returning to the initial country of export
2. Goods not returning to the initial country opext

6. Particular transactions recorded for nationappses

7. Operations under joint defence projects or ojbigt
intergovernmental production programmes

8. Transactions involving the supply of buildir
materials and technical equipment under a gern
construction or civil engineering contract for whiao
separate invoicing of the goods is required and
invoice for the total contract is issued

g
eral

an

9. Other transactions which cannot be classifiedeu
other codes

n1l. Hire, loan, and operational leasing longer ti2dn
months

9. Other

& Financial leasing covers operations where theslazgtalments

are calculated in such a way asveral or virtually all of the

or

not

value of the goods. The risks and rewards of ovimigrare transferred to the lessee. At the endettntract the lessee becomes

the legal owner of the goods.

® processing covers operations (transformation, tnoction, assembling, enhancement, renovation . th thie objective of

producing a new or really improved item. This dnesnecessar

ily involve a change in the produdsifization. Processing

activities on a processor’s own account are noe@V by this item and should be registered under it of column A.

176 Commission Regulation (EU) No 113/2010 of 9rEalky 2010, Annex II.
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Part IV: Compilation of data on trade in selected
categories of goods
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Chapter 19 Scope of IMTS

19.1. Introduction The chapter is based on IMTS 2010, chapter kcope and time of
recording. It elaborates on the implementatiorhefdgeneral guideline to record in IMTS all
goods which add to or subtract from the stock ofemal resources of a country by entering
(imports) or leaving (exports) its economic temytoSection A provides an introduction on the
interpretation of the general guideline in IMTS Q0%ection B focuses on the definition and
comparison of categories of goods which might Ifiécdit to distinguish, such as goods on
consignment, etc. Section C concentrates on caésgof goods where the application of the
concept of economic territory requires further exgition, such as trade in ships and aircraft, etc.
Sections D and E deal with the issues of crossdrdrdde and smuggling, customs and
statistical threshold. The subsequent chapters 2@ teal with additional categories of goods
that are within the scope of IMTS but are eithdfidailt to identify separately or are difficult to
compile.

A. The general guideline

19.2. RecommendatiorAs a general guideline, it is recommended tharinational
merchandise trade statistics record all goods wadtthto or subtract from the stock of material
resources of a country by entering (imports) ovileg (exports) its economic territory. The
general guideline is subject to the clarificatipngvided in chapter | and other chapters of
IMTS 2010 and, in particular, to the specific guindes set out in IMTS 2010, chapter 1,
section B

19.3. Interpretation of the general guidelin€he recommendation establishes two criteria for
the recording of goods. First, goods have to plajlsienter or leave the economic territory and,
secondly, the goods need to add or subtract frenstibck of material resources of a country.
The interpretation of this general guideline deeofdwhat is to be understood as a good, what
is to be considered as the economic territory,vainat does it mean for goods to be part of the
stock of material resources of a country. IMTS 2pfddvides definitions of all three terms
(IMTS 2010, paras. 1.5 to 1.7). The discussionpetgic categories of goods in this and
subsequent chapters of part IV on the Compilaticsheta on trade in selected categories of
goods are touching upon these three definitions.

B. Comparison of specific categories of goods

19.4. Table 19.1 below summarizes the definition and canspn of categories of goods
which might be difficult to distinguish.
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Table 19.1

Definition and comparison of specific categories ajoods*

Category of good Definition IMTS 2010| Distinguish fom Additional
considerations

Goods on consignmer|t These are goods intended fof Include Goods being simply Goods on

(IMTS 2010,
para. 1.17)

sale but not actually sold
when they cross the border.

transported through a country|

or temporarily admitted or
withdrawn are to be excluded
(see IMTS 2010, paras 1.41 -
1.44).

consignment can be|
returned but their
identification as
returned goods
might be difficult

Goods for processing

with or without change

of ownership
(IMTS 2010,
para. 1.19)

Goods for processing are
brought into a country under
the involved parties (which
may or may not include the
change of ownership) and fo
specific operations as define

the compiling country.

goods that are sent abroad o

specific arrangement between

by the statistical authorities g

Include and
r identify
aseparately

— L

Goods for repair and
maintenance are to be
excluded but to be separately
recorded (IMTS 2010, para
1.57)

Identify separately
goods for processin
where no change of
ownership takes
place

Identify separately
re-exports and
reimports

J

Goods for storage/ A buffer stock organization ig Include Goods being simply

Goods transferred one that maintains a stock off transported through a country|

from or to a buffer certain commodities and sells or temporarily admitted or

stock organization or buys them in order to withdrawn are to be excluded

(IMTS 2010, para. influence supply and demang (see IMTS 2010, paras 1.41 -

1.27) on the world market. 1.44).

Goods simply being Goods are considered a$xclude Goods for free circulation arg Goods simply being

transported through g simply being transported to be included transported include

country (IMTS 2010, | through a country if they (a goods under "in

para. 1.41) enter and leave the compiling transit" or "in
country solely for the purposge transshipment"
of being transported to customs procedures
another country, (b) are not but are not limited
subject to halts not inherent to to them

both
th

be identified when
entering and leaving
country.

the transportation and (c) can

Goods temporarily

admitted or dispatcheg

(IMTS 2010,
paras. 1.43-1.44)

At the time of
admission/dispatch it is

in the receiving country is
temporary (as defined by the
statistical authority of a
country) and after their stay
they can be
withdrawn/returned in the

wear and tear). This category
includes, but is not limited to
goods identified in the Kyoto
and Istanbul Conventions as
goods covered by the

"temporary admission subjeg
to re-exportation in the same

state" customs procedure.

known that their intended staly

same state (except for normal

Exclude

Goods for processing and
goods on financial lease are t
be included (see IMTS 2010,
paras 1.19-1.20 and 1.28)

It may be not known
D whether admitted or
dispatched goods
are expected to be
brought back within
a limited time
period. Countries
may wish to use ong
year (or less) of stay
as an approximation
for temporary
admission.
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Category of good Definition IMTS 2010| Distinguish fom Additional
considerations

Goods for repair or| This category comprises Exclude but| This category does not include The identification of

maintenance goods temporarily crossingidentify goods temporarily admitted of goods for repair o
(IMTS 2010, borders for repair of separately | dispatched (see IMTS 2010 | maintenance should
para. 1.57) maintenance abroad. Such paras. 1.43 and 1.44) which arde determined in

activities reinstate or maintai to be excluded and goods for| cooperation with
the quality of the goods an processing (see IMTS 2010, | balance of payment
do not result in the creation ¢ paras. 1.19-1.21) which are tq compilers.

a new product. be included.

|2}

&S5>S

*Note Re-exports (and re-imports) are part of expang¢rts) and not a specific category of goods fisitision

or exclusion in the sense of this table as theyalways to be included. Re-exports are exporteifn goods
which were previously recorded as imports and rentspare imports of goods which were previouslyarigd. Re-
exports and reimports are recommended to be sepaidéntified (see IMTS 2010, paras. 2.15-2.18)o@s for
processing is the goods category that usually lsrdaie-export and reimports unless the processiegations
conveys origin or the processed goods remain @.g.sold) in the country where the processingsigkace (see
chapter 19 for details). Goods on consignment eareturned and should in this case be identified-a@xports and
reimports at return.

19.5. Example of goods on consignm&HtA typical case of goods on consignment is when
goods are sent to a marketplace specific for g bf good in another country for the purpose
of being sold. Such marketplaces can exist forrdevgoods, such as live animals, cars or crude
oil. The marketplace brings together buyers anlérselThe physical inspection of the goods at
local or global distribution centers or changethim market condition might result in the goods
not being sold and subsequently returned. Theratrbig many other situations and
circumstances under which goods were sent to anothmtry with an intention for sale but
which were not actually sold when they were cragsite border, and even the sale price has not
been established at the time of exportation.

19.6. Example of goods for processir@lobal manufacturing and global production chains
exist for many products such as cars or for eleatso(e.g., mobile phones). In all such cases
parts of the production process and the manufagwoi the components of the final product
takes place in several countries. In this sens&agle that precedes the shipment of the final
product to the country where it is consumed caodmsidered as trade in goods for processing.

19.7. Example of goods for storag€ertain important commodities such as oil andayas

wheat and rice are frequently stockpiled at spetiitations for the purpose of their future
distribution and use. For example, some small slarates store large amounts of fuels to ensure
that ships and aircraft can be properly refueldwse supplies might be fully under control of a
foreign entity but nevertheless form part of theemal resources of the country.

19.8. Example for goods simply being transported throagiountry Large trading places
such as Rotterdam (for oil) and Dubai and Hong K@dagmerchandise) are frequently the

177 Goods on consignment in this Manual refer todgoon consignment as defined in IMTS 2010. Coesitmight
have additional and divergent definitions for goodsconsignment and might have a specific custamsgulure for
goods on consignment which might or might not blni@ with the above statistical meaning of thertein the
revised Kyoto Convention (RKC), the term ‘consigmtiés used to refer to a single shipment rathantto a
general standard customs procedure, except fapbeal case of “Relief consignments” proceduresced in
Annex J (chapter 5).
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destination of goods that are then reloaded toh@natestination. It can be difficult to distinguish
whether these goods are entering the country osigmment, for storage or only as good in
transit.

19.9. Example for goods temporarily admitted or dispattAéis category includes, but is not
limited to, goods identified in the revised Kyotorvention (RKC) and the Istanbul
Convention’® as goods covered by the "temporary admission suttige-exportation in the

same state" customs procedure. Such goods inclspkay equipment for trade fairs and
exhibitions; art exhibits, commercial samples aadggogic material; animals for breeding,
show or racing; packaging, means of transport,ainats and equipment connected with
transport; and equipment for the working of landgeent to the border by person’s resident
abroad. In cases where movements of goods areweted by a specific customs procedure, the
statistical authorities should establish criteaadetermining whether the goods movement
should be considered temporary.

19.10. Example of goods for repair or maintenan&ips and aircraft frequently undergo repair
and maintenance in other countries which is todoended as a service transaction. Regular
repair or maintenance might be difficult to distugh from refitting or refurbishing, which result
into an essentially new product whose import arlibsguent export need to be included in
IMTS.

C. Economic territory and categories of goods

19.11. The application of the concept of economic teryitaquires further explanation in the
case of trade in ships and aircraft, bunkers am@stand enclaves/ exclaves etc.

19.12. Ships and aircraftAs mentioned in IMTS 2010, para. 1.29, ships anztaft, which are
goods that are mobile by definition, might neveteethe reporting country. However, they are
nevertheless to be viewed as part of the matesalurces of a country if the owner is resident of
that country. This can be seen as a conventionhaddlows for the recording of ships and

aircraft which is most meaningful and, despitedificulties, most practical. The attribution of
ships and aircraft to the material resources afumtry could be also based on the degree of
physical presence and maintenance which howeverddidae less meaningful given the
importance of ownership and less practical.

19.13. Bunkers and storegs indicated in IMTS2 010, para. 1.32, the reaogddf bunkers and
stores is conceptually and practically without mddhculties if these transactions take place
within the own economy, i.e., in the case of rafgebf foreign aircraft and ship as the supplies
are very apparently leaving the economic territmmyboard of the foreign vessels and ships. It is
appears obvious that such exports need to be mt@slimports by the country where the
economic owner of the ship resides, despite thetiiat these supplies will never cross the
geographic-economic border of these countries ufibér justify this practice on conceptual
grounds it can be pointed out that ships and discreeed to be viewed as quasi economic
territory of the country where the economic owresides. These ships and aircraft contribute to

178 The Convention on Temporary Admission signeldtanbul on 26 June 1990 provided a means of imming
together, and simplifying, various instruments gousg temporary admission of goods.
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the value added/GDP of the countries where thesaauic owner resides by at least their
operating surplus and hence all inputs requiregeteerate this value added should be attributed
to that country as well.

19.14. EnclavesIMTS 2010, para. 2.10 specifies that the econdanriitory also includes
territorial enclaves in the rest of the world. Téese clearly demarcated land areas (such as
embassies, consulates, military bases, scientéttoss, information or immigration offices, aid
agencies, central bank representative offices @ififfomatic immunity, etc.) located in other
territories and used by governments that own drtfeam for diplomatic, military, scientific, or
other purposes with the formal agreement of goventmof the territories where the land areas
are physically located.

D. Cross-border trade and smuggling

19.15. Three cases to distinguis®oods acquired by all categories of travelersighificant as
defined by national law (often referred to as dhutade) are to be included (IMTS 2010, para.
1.16) - this includes used goods such as cars @010, para. 1.37) or produce, and special
surveys and estimation methods might be requiredtapile information on this trade. If those
goods enter the economic territory illegally (esgnuggling, stolen vehicles), they should be
excluded but recorded separately (IMTS 2010, dat®). Goods in amounts or values that do
not exceed limits established by national law ared treated as part of trade in services (IMTS
2010, para. 1.49(a)).

19.16. Fictitious trade While smuggling reduces the coverage of tradistits, there can be
also fraudulent activities that can artificiallyflate the recorded trade. The case of the
declaration of a too high trade value, e.g., fqyats to receive an export subsidy, is a valuation
issue (see chapter 14) and a matter of statigficality assurance (see chapter 9). However, in
some cases (for instance, the so-called carowsel in the European Union) a series of trade
transactions of significant value is created to gohvalue added tax fraud without the goods
necessarily ever moving. It is a good practice tomtpilers stay in close contact with the
responsible tax and customs authorities in orderdperly remove such fictitious trade
transactions from the data once identified.

E. Customs and statistical threshold, treatment ofion-response

19.17. Customs and statistical thresholthe customs threshold can be defined as a thHesho
specified in value or quantity under which custatass not require a goods declaration to be
completed. Such thresholds are applied by manytdearior the goods acquired by travelers
(see IMTS 2010, para 1.49(a) and for goods sepbistal and courier services. Statistical
authorities might adopt the customs threshold eis gatistical threshold for practical reasons. If
the trade which takes place under the statistizakhold is economically significant as
determined by the statistical authorities of theapding country it should be estimated and
included in the trade statistics (IMTS 2010, par8). Box 19.1 provides information on the
different thresholds applied in the EU Intrastagteyn and Box 19.2 describes a practice of
estimation of trade below threshold.
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19.18. Treatment of non-response and simplified custoroluddion. In general, non-response
refers to the situation when an entity respondimgroviding information about trade
transaction does not respond to the request fantbamation. Non-responses are usually
associated with surveys, but can occur in respeatiter sources as well. Simplified customs
declaration refers to the case when for certaimstxations only part of the usually required
information is requested by customs. In the cas®aofresponses to enterprise surveys and
absence of the necessary information due to thigcapipn of simplified customs declaration,
countries are encouraged to estimate and inclucke ffaws in their foreign merchandise trade
statistics following the IMTS 2010 recommendatidrtbey are economically significant as
determined by the statistical authority of the cdimg country (see also para. 2.28). However, in
the case when goods should have been declaredtiuntsibut the traders failed to do so and, in
fact, the goods were moved in or out of the comgiltountry illegally, such goods would
constitute smuggling and should be excluded fromi$\see para. 19.15 above).

Box 19.1
Thresholds applied in EU Intrastat system

Exemption threshold

The exemption threshold as defined in Article 1@BRegulation (EC) No 638/2004 is a mandatoryshodd, i.e.
each Member State shall set the thresholds belashW#SIs (parties responsible for providing infotioR) are
exempted from providing any Intrastat information.

The value of the trade of a party responsible fowrjling information is considered to be abovettiresholds if:
(a) the value of trade with other Member Statesnduthe previous year exceeds the applicable tbidshor

(b) the cumulative value of trade with other MemBeates since the beginning of the year of aptinagxceeds
the applicable thresholds. In this case, inforrmasibould be provided from the month in which thesholds are
exceeded.

Simplification threshold

The simplification threshold as defined in Artidl@ (5) of Regulation (EC) No 638/2004 is optiona, Member
States may apply a simplification threshold. ThexMer State has the possibility to select which e
simplification is implemented:

(@) exemption of traders from providing informatiamout the quantity of the goods;

(b) exemption of traders from providing informatiabout the nature of transaction;

(c) possibility of reporting a maximum of 10 of tredevant Combined Nomenclature (CN) subheadings an
regrouping other products according to partner Mem&iate under code 9950 00 00.

Small transaction threshold

The small transaction threshold as defined in Aatid(6) of Regulation (EC) No 638/2004 is optiori2¢pending
on the decision of individual Member States, PS&y igroup together transactions with individual eslless than
the small transactions threshold. Article 13(5Refulation (EC) No 1982/2004 fixes the thresholdGi EUR.
Traders may report just the partner Member Statietlad value of goods using product code 9950 OIN@@ional
authorities may require an authorisation for thgligption of this simplified reporting.

Statistical value threshold
The statistical value threshold as defined by Aet®(2) of Regulation (EC) No 1982/2004 is set nzady in thoseg
Member States which collect the statistical valldge threshold is usually applied to the collectidthe optional
data elements as well.
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Box 19.2
Estimation of trade below the threshold — EU expegnce (Germany)

Exporters/importers are exempted from the declamadf intra EU-trade if their yearly exports/impodo not
exceed a certain value. The estimation of the misdata follows a “Top down-procedure”. The totalue of the
trade below threshold can be estimated with thp bkthe relevant tax data. The total value is theken down by
commaodities (on 2-digit level) and partner courstidecording to the structure of the enterprisetsglisve the
threshold. The idea behind is that the trade siraatf the companies nearby the threshold shoulguiie similar.
The quantities are calculated proportional to thers of the estimated values in the total values.

F. Confidential data and incomplete coverage due tdata omission

19.19. Confidential dataSome countries consider certain commodity anthpaimformation as
confidential due to security concerns or other merations. Examples are imports of military or
other sensitive goods or information on exporteibénd gas. IMTS 2010 recommends that data
that are considered confidential be included antira higher commodity or partner detail that
ensures the required confidentiality. Confidentiatie flows are within the scope of IMTS and
the application of confidentiality should not rasanlunder-coverage (see Chapters 1 and 26.for
further details and good practices).

19.20. Omission of dataThere are examples where information on trades&retions which are
not covered by regular customs recording are ochfttam inclusion in the merchandise trade
statistics although information is provided anduled for balance of payments statistics. It
might be the case that the available informatioesdaot allow the inclusion in merchandise
trade statistics on the detailed commodity andngartiata level. However, in line with the
general guideline on the scope of IMTS, this traldeuld be included on the total level in order
to provide full coverage.
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Chapter 20 Goods for processing

20.1. Introduction This chapter defines and provides examples oflgdor processing

(Section A), while also explaining what is not ® dopnsidered as such (Section B). Information
on the treatment of goods for processing in th68ZBRA/ BPM6 is provided in Section C.
Challenges in the identification of goods for pregiag, including goods for processing where no
change of ownership takes place are describedatmoB®eD. Section E contains country
experiences in the identification of goods for @sging. This chapter on goods for processing is
linked in particular to chapter 21 which covergsigdetween related parties and chapter 23
which discusses the recording of trade in shipsaartiaft

20.2. Importance of identifying goods for processifge issue of goods for processing has
gained increased attention in recent years asrttiption of goods is now frequently spread
out across multiple countries, in what is oftencdiéed as global value chains. This is having
significant impact on employment and the value ddgenerated in the countries that participate
in the production process, and raises importanessibout the long-term competitiveness of
specific sectors of the national economies. In¢bisnection, the separate identification and
provision of further information on goods for preseng is of great analytical importance. The
urgency to improve the availability and the quatifydata on goods for processing is also a
consequence of the need to identify goods for asing where no change of ownership over the
goods takes place for national accounts and thenbalof payments purposes, in view of the
recent change in the statistical treatment of godus in these systems. It is expected that most
countries will be able to provide over time morormation on goods for processing and
improve its quality. However, due to the issuesiied below, that information will often have
limitations of which users should be made awarthéenmetadata.

A. Definition and examples of goods for processing

20.3. General definition of goods for processi@pods for processing are goods that are sent
abroad or brought into a country under a specifiaregement between the involved parties
(which may or may not include the change of ownerahd for specific operations as defined
by the statistical authorities of the compiling nby; see IMTS 2010, para. 1.19). In principle,
any good that is crossing borders and is intendedde in the production of a new or improved
product, or any good that is expected to undergaicespecific operations, might be treated as a
good for processing (see section B for exclusiadeyvever, customs and statistical authorities
in many countries adopt various versions of a nmareow definition of goods for processing,
which in most cases would allow for the identifioatof such goods. It is a good practice to
adopt a clear and operational definition of goaspfocessing which can be systematically
applied, and to include that definition in the &ealatistics metadata.

20.4. Specific definitions of goods for processing basedustoms procedureslany

countries adopted definitions of goods for proaegsiased on a specific customs procedure,
such as ‘inward processing’, under which certaindgocan be brought into a Customs territory
conditionally relieved from payment of import digiand taxes, on the basis that such goods are

223



intended for manufacturing, processing or repaif subsequent exportatioff. To the extent

that it is beneficial for traders to use specifioqedures that are reserved for goods for
processing, such goods are identified in a verghtd way via customs procedure codes. Some
customs procedures such as ‘inward processing‘artdard processing’ provide clear
definitions of goods for processing. However, dejpeg on the national regulations and
practices, also procedures such as ‘free zone'daa@back’ could include goods for
processing. In general, specific customs procedoregoods for processing are set in place as
part of the trade and economic policies of a cquaird in direct support of certain economic
activities.

20.5. Limitations of the use of customs proceduf&asstoms procedures might not provide
sufficient information about nor a reliable defiait of goods for processing, as in many cases
using such procedures may not be seen as bendfjciedders due, e.g., to the reduction or
elimination of duties. It might be preferable foaders to clear goods for processing for free
circulation at import and as regular exports wheaving the country?° In that case, there may
be no way to identify imports for processing bagsedustoms records. Identifying exports for
processing or the re-exports of processed goodsdmayen more difficult. Also, for trade
within a customs union there could be no custorosemures that could identify goods for
processing.

20.6. Other definitions of goods for processiig the absence of relevant custom procedures
goods for processing are defined based on econmmaither criteria that might reflect specific
information requirements - see example in Box Xelbw

Box 20.1
Definition and identification of goods for processig in the European Union

The European Commission regulation No 1982/200#hédgiprocessing as operations (transformation,tagi®n,
assembling, enhancement, renovation...) with theatibge of producing a new or really improved itenisl
specified that this does not necessarily involehi@nge in the product classification. However dtadistical
recording of goods for processing via a so cali@dime of transaction code in the Extra- and Inatasgstem of the
European Union is limited to processing under @mitwithout transfer of ownership to the processbhis means
that processing activities on a processor’s owimaatare not covered'A proper distinction of processing withot
change of ownership is important for BOP and nati@ccount purposes. For this purpose it is ugefliinit the
definition for goods for processing to processinger contract.

—

* See Annex 17b.B for the list of nature of trarisat codes.

20.7. Description of processing under contraProcessing under contract means that no
change of ownership takes place. The ordering padyides the primary or intermediate
product to the subcontractor responsible for tleg@ssing and stay the owner of these products.
The subcontractor sends the processed good afteegsing back to the ordering party or out to

179 See revised Kyoto Convention (RKC), Specifimé&x F/ Chapter 1/ E3. See also chapter 2 and ahbtef
this Manual.

180 Also, according to the most favored nation egrents goods can be exempted from import dutiesrerydbe
admitted via the customs procedure goods declardaloine use (free circulation) and hence, the costarocedure
used is not necessarily an indication of a proogsactivity.

181 Commission Regulation (EU) No 113/2010 of 9rEaly 2010, Annex Il and Commission Regulation (EC)
No 1982/2004 of 18 November 2004 as last amendeCiooymission Regulation (EU) No 96/2010 of 4 Febyuar
2010, Annex III.

224



another trader to whom the ordering party has gsw@dgrocessed good.

20.8. Operations considered processifde following operations are frequently consader
as processing but countries might treat some aperations as processing as Wel:

Manufacturing/assembly of goods (e.g. semi-condato

Oil refining, gold refining etc.;

Conservation (e.g. by the addition of preservajives

Treatment (e.g. against parasites or rust);

Mixing goods of different qualities to produce gsaaf a new quality;

Labelling of goods, providing the labels are pdra @ale transaction. If not, labelling
is a service;

Bottling of liquid (e.g. wine from barrels);

Canning of goods (e.g. tinned food);

Making up of textiles into products (e.g. clothimgndbags, curtains);

Dilution or concentration of liquids (e.g. orangecg)

Uranium enrichment.

B. Transactions and activities that are not goodsof processing

20.9. Goods for repair and service operatiof&ocessing should be clearly delimitated from
simple service operations or repair. A repair e as ‘the restoration of goods to their
original function; this may involve some rebuildingenhancements’. The following examples
may facilitate the identification and delimitatiofirepair and service operatiots:

(a) Repairs:

The simple replacement of part of an item indicdbeg a repair transaction might
have been carried out. On the other hand, if itltesn an really improved item, it
IS a process;

Repair of damage to goods incurred during transport

Re-painting should be treated as repair/maintenahlavever, the painting of
unpainted goods should be treated as processing.

(b) Services:

For aircraft® technical maintenance activities which are cared due to legal

requirements (e.g. controls, mandatory perioditaagments);

Testing adjusting, regulating or certification obagls (e.g. aircraft, machines,
apparatus, vehicles);

Simple ironing, washing, cleaning, drying operasion

Simple packaging operations;

Simple sorting, sifting, weighing, dividing andtéiting of goods.

182 This list should not be seen as prescriptiveasaomplete; it is rather a reference list ofvé@s that could be
considered as constituting processing, dependirgpantry circumstances.

183 In the past, this list of examples has bearséwithin the European Union. It might requirelier review and
elaboration, but appears to be largely acceptabhedst countries.

184 For further details on the recording of aircahd ships) please see chapter 22.
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20.10. Difficulties. In practice, many borderline cases might existngtrepair and service can

be difficult to differentiate from processing Exaegpof such borderline cases are a repair in
which as replacement part a new model with betteiopmance is used or the partial refitting of

a ship or aircraft during repair. Cases that ingdligh value goods such as ships and aircraft can
have a significant impact on the value of imporid axports and should therefore be reviewed
on an individual basis and the users should benméd appropriately about their recording.

C. Treatment of goods for processing in the 2008 S BPM6

20.11. Goods for processing without change of ownersiM@.S 2010 recommends that goods
for processing be recorded when they enter or l&d@economic territory, irrespective of
whether a change in ownership takes place (see IROLD, paras 1.19-1.20 above). However,
the recording of transactions in the balance ofigayts is based on the principle of change of
ownership between residents and non-residents: $aquplied to another economy for
processing without a change of ownership and retlita the economy of the owner after
processing are not recorded as a goods transaatitims balance of payments statistics
compiled according to BPM6. Instead, the BPM6 rds@ manufacturing service on physical
inputs owned by others to reflect the relationgiepwveen the owner and processor and only the
fee charged by the processor is included undeitdrs (BPM6, paras. 10.22(f) and 10.62-
10.71). The previous version of the BPM inputedhange of ownership in the case of goods for
processing, but the BPM6 reversed this practiarethy establishing a major conceptual
difference to merchandise trade statistics.

20.12. Recording of the sale of goods to a third counftgraprocessing in the BPM®& the

goods are sold to a third economy after processeg, the value of the goods (including the
value of processing) is recorded as an exportetttonomy of the owner and an import of the
third economy; the value of the processing is réedras an export of services of the processing
economy and an import of services of the econonti@bwner (BPM6, paras. 10.22(f) and
10.62-10.71).

20.13. Definition of goods for processing in the BPNi&anufacturing services on physical
inputs owned by others cover processing, assendig|ling, packing, and so forth undertaken
by enterprises that do not own the goods conceifteel manufacturing is undertaken by an
entity that does not own the goods and that is pdek by the owner. In these cases, the
ownership of the goods does not change, so no g@emerchandise transaction is recorded
between the processor and the owner. Exampleoégses that are often undertaken under
arrangements for manufacturing services on physigaits owned by others include oil refining,
liquefaction of natural gas, assembly of clothimg &lectronics, assembly (excluding assembly
of prefabricated constructions, which are inclugedonstruction), labelling, and packing
(excluding those incidental to transport, which iasuded in transport servicéBPM6, paras.
10.62-10.63)
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D. Identifying trade in goods for processing — withor without change of ownership — and
implications for the balance of payments compilatio

20.14. Recommendation to identify trade in goods for pssoey According to the
recommendations for merchandise trade in all cagex]s for processing and goods resulting
from such processing (compensating products iroousterminology), are to be included in the
merchandise exports and imports of the countridiseat full (gross) value. Countries are
encouraged to explicitly identify in their tradatsstics (preferably by special coding) goods for
processing and goods resulting from such processivege no change of ownership takes place.
(IMTS 2010, paras. 1.20-1.21). Further, it is reamended that information about the customs
procedure applied to individual transactions (@ lature of transaction) be included in the
dataset for trade statistics in order to facilitée identification of re-exports and re-imports bu
also of other types of trade, such as goods fargasing, trade between related parties, goods on
consignment etc. as far as possible. For BOP cemnspihe measurementmianufacturing
services on physical inputs owned by othenequired.

20.15. Identifying goods for processinGustoms procedures can provide a very reliableafa
identifying goods for processing. However if couggrdo not have customs procedures that are
specific for goods for processing or if tradersndd use those procedures as it might be more
convenient not to use them, the information on gdod processing from customs recording
might be incomplete and not accurate (see alsa pard). A further difficulty can be to
distinguish goods for processing from goods foaneand service. Also, customs records would
usually not indicate whether there is a changensfership and whether a transaction takes place
between related parties. However, compilers arewgaged to use additional means such as
special surveys or studies and linking custom @arith information about the traders to
overcome these difficulties to the extent possible.

20.16. Avoiding double-counting in the balance of paymenternational merchandise trade
statistics (IMTS) is the main source of data odéran goods for the balance of payments and
national accounts. In order to obtain the valutotdl goods on balance of payment basis from
merchandise trade statistics, BOP compilers hauadertake several adjustments, among
which the following three concern goods for proaegss®

(a) subtract goods sent for or returned after procgssithout a change of ownership

(b) add goods acquired from other economies than thefomprocessing abroad as imports
(BPM6, para. 10.65) (i.e., additional materialsdusethe processing of the goods)

(c) add goods sold abroad after processing in otheragnies as exports (BPM6, para.
10.66)

185 For an example please see Development of Tna@eods and Services Statistics in Hong Kong, CH#eN
lin, Census and Statistics Department, The Honggk®pecial Administrative Region, China, presentataring
the Global Forum on Trade Statistics, Geneva, 2irlary 2011:To collect additional information for
consignments imported from the Mainland involvimgqessing of goods under the arrangement of “psinggnd
assembling”: (a) the value of processing fee pgitibng Kong traders; and (b) the value of raw niakey semi-
manufactures concerned sent to the Mainland fazqesing with breakdowns into (i) those procuredhzyHong
Kong traders and exported from or through Hong Kdiigthose procured by the Hong Kong traders axplorted
directly from place(s) other than Hong Kong; anij {hose procured by the Mainland processing faeto
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Only for the case (a) the transactions are withendcope of international merchandise trade
statistics and would usually be included in thet@osrecording. Goods under (b) and (c) never
cross the border of the reporting country. Compitefrbalance of payments and national
accounts would require additional sources of infation to capture the required information
regarding the transactions indicated in (b) and (c)

20.17. Implications for usersThe figures for imports and exports of “Total gebdin the BPM6
Goods and Services Account are expected, at leasbime countries, to be significantly
different from the figures for total imports andpexts published in trade statistics, probably
often reflecting the role of goods for processinthaut change of ownership but also other
differences. Similar differences are expectedlierdub-item “re-exports”. Further, the joint
presentation of detailed data on trade in goodgranie in services will require explanations of
why the detailed data does not add up to a tajatdi for trade. The agencies responsible for the
dissemination on the trade in goods on IMTS and BidMasis should agree on a uniform
dissemination strategy that would entail uniforineling of the different data and the provision
of a reconciliation table.

E. Country experiences

20.18. Goods for processing — example of ChiffaProcessing trade accounts for a large share
of Chinese exports and impos.The General Administration of Customs of the Peispl
Republic of China, which is the responsible ageocynerchandise trade statistics, defines
goods for processing based on the customs proceflureard processing, under which certain
goods can be brought into China Customs territoryrfanufacturing or processing with
subsequent exportation. Two types of customs regane differentiated: Type |, whereby the
imported input remains the property of the supphet Type I, whereby the ownership of
imported inputs is transferred to Chinese produddre placement of goods under the inward
processing procedure requires authorization antbeismonitors the processing operation. The
external trade statistics collects information lo@ ¢nterprise transaction level.

20.19. Goods for processing — example of China, Hong KBAR An example regarding the
compilation of information on Hong Kong’s outwartbpessing (OP) in the mainland of China
in provided in chapter 4.

20.20. Goods for processing — example of Iceldffdrhe metal industry, which is a major
industry in Iceland, imports raw material to beqassed and exports goods after processing.
Few companies are involved, and importers are atddjto identify on the customs declaration
if the good imported is for processing. Raw matenmgported for manufacture is exempted from
excise tax and duties (Customs regulation), whrdvides an incentive for the enterprises to

186 China’s Practice in Statistics of Goods fordessing, H. Jin, Statistics Department, General iAthnation of
Customs of the People’s Republic of China, presiamauring the Global Forum on Trade Statisticenéva, 2-4
February 2011.

187 Around 50 percent of exports and 30 percemhports (ibid.).

188 New manuals of trade in goods and trade iric&svGoods for processing in Iceland, A. O. Svsdéttir,
Statistics Iceland, presentation during the Glétmlim on Trade Statistics, Geneva, 2-4 Februar}t 201
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identify goods for processing on the import dedlara Some enterprises buy the raw material
from abroad and sell the finished product to abi@hdnge of ownership); others make
agreements with foreign enterprises to processmaterial into finished product and the foreign
enterprises provide the raw material and sell tiedgafter processing (no change of ownership).
There is high influence of goods for processinthmlIcelandic trade data for goods and services.

20.21. Goods for processing- example Philippin€se National Statistical Office of the
Philippines has not yet included the customs proeedode in the processing of the trade data,
therefore, so called consigned goods are considgergoods for processing. Semi-conductors
and garments are examples of consigned goods. @musgoods are determined on the
following bases:

(a) Check that “FOB value of imported raw materials’Box 40 of the Export Document
(ED) has an entry. This item must always have dry&nthe goods exported are consigned
goods. FOB value of consigned goods = Labour€®%DB value of imported raw material;

(b) Validate the value declared in Box 40 with the&ttd invoice, and look for the value of
consigned raw materials, consigned items, consigrmads, or processed items, or the value of
imported materials or processing cost. The valweilshcoincide with the value declared in Box
40;

(c) Look for CMT (Cut Make Trim) value or CMP (Cut Malkack) value written in the
export document. FOB Value of Consigned goods = GBMP Value (Labour Cost) + FOB
Value of imported raw material.

Some export documents have blank entry for BoXrtthis case, the attached invoice and notes
written in the document serve as basis in cateiggyizonsigned goods. The list of exporters of
consignment goods is also used. Goods exporteddroaxporter on this list are categorized as
consigned goods. However, the list is only updatbdnever the exporter changes its line of
commodity.

20.22. Example of Morocco - Compilation of transactions@uoplished as part of the
temporary importation for active refinement withdarithout paymentdhe information on
transactions performed under the regime of the ¢earg admission for active refinement are
obtained from customs declarations (single dedtaraif goods (DUM)) filled by the merchants
engaged in any operation of importation or expantatf the goods. The merchant is required to
point out on the DUM the customs regime under wiighgoods will be accepted in the national
economic territory. One can differentiate betwega types of regimes of active refinement:

(a) Active refinement without payment: this regime tladlows to accept on the customs
territory with a hold on imports taxes and dutiesrtain goods intended to be re-exported in a
given time frame after having been subjected toaasformation. Goods imported under this
regime are not subject to a financial transfehforeign purveyor who remains the owner.

(b) Active refinement with payment: goods imported untlds regime are subject to a
financial transfer to the foreign purveyor. The omer becomes so the owner.

20.23. Foreign trade statistics include transactions aydg@erformed as part of the temporary
importation for active refinement whether thera isansfer of ownership or not (active
refinement with and without payment). Concernintivacrefinement with payment, the value of
imported raw materials as well as of re-exporteddgaafter transformations are reported on the
DUM. As for active refinement without payment, iidition to the DUM which contains only
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the value of the transformation, the Office of Eache also receives another file containing the
audit of the account of the temporary importatiagtheut payment which includes the value of
imported raw material. The staff of the Office ofdhange undertakes the determination of the
raw value for every re-exportation. The value eéxportations consists of the value of the raw
material that has been subject to the transformatna the value added incorporated in the final
product.

F. Additional issues

20.24. Valuation In merchandise trade statistics, goods for pingsefore and after
processing are recorded at their gross value btréulsaction value according to the general
valuation principle for IMTS. However, this valuari of goods for/after processing may
significantly influence the statistical results tmrtain categories of goods as the value of some
goods with high values (e.g. aircraft) before pestieg may be several times higher than the
value of processing. Users should be informedeémtletadata how certain transactions of high
value are recorded.
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Chapter 21 Goods which cross borders as a result of
transactions between related parties

21.1. Introduction.This chapter elaborates the concept of tradedrdizss between related
parties contained in IMTS 2010, para. 1.22, andudises the importance of identifying these
transactions. Ways to identify trade between rdlataties are discussed and a country example
is provided. This chapter is related to the chapf@eon goods for processing, as frequently goods
are sent to another country for processing in bras®delonging to the same enterprise.

21.2. Recommendation to separately identify trade betwelared partiesTrade between
related parties is an important dimension of irdéional trade and there is a need to obtain more
information on this kind of trade. While trade beem related parties has always been included
in the scope of IMTS, and in this sense is noeddht from trade between unrelated parties,
IMTS 2010 encourages countries to separately ifjefadde) such transactions and the types of
the relationships in order to be able to reviewrthaluation and to provide more detailed
information on them to users. It is acknowledgemyéver, that depending on their specific data
needs and overall compilation strategies, counimay find it more appropriate, rather than
identifying such goods in their regular trade daimpilations, to estimate their share in
imports/exports by conducting periodic surveysahpanies that have foreign affiliates or are
affiliates of the foreign companié® Countries should describe their practices in épect in
their metadata to ensure proper use of their 8tatiand to assist in international comparisons.

A. Definition of related parties and examples of tade between related parties

21.3. Definition of related partiessMTS 2010 encourages countries to use the defindf

related parties as provided in Article 15(4) of W& O Valuation Agreement (see Box 21.1)
which provide provisions for the appropriate vailotof goods traded between related parties as
the prices paid between related parties might fdeeinced by their relationshii3° Countries

might diverge from this recommendation and uselaradefinition of related parties such as the
OECD benchmark definition for foreign investmenbD@™**. Countries should state in their
metadata what definition is used.

189 Some countries view it as more appropriatestionate the share of intra firm trade by surveysdemted every
two or three years than to collect that informafiothe frame of regular foreign trade statistiogarticular as this
information may not needed on a monthly basis.

190 Long-terms studies of inter-company pricingehaltown that the relationship between parties ear hn
impact on the valuation of transactions. Howeuwemight be more useful to have information on wiettne trade
is valued according to some transfer pricing agexgniransfer pricing does not always go by the DEC
guidelines. Countries might have transfer priciogies outside the OECD guidelines.

191 Related parties can also be defined accortim@PM6 and the OECD benchmark definition for fgrei
investment (BD4) as parent cooperation and the@ctlinvestment enterprise (affiliates/ branchAsjirect
investment enterprise is an incorporated or unpaa@ted enterprise in which a direct investor whoesident in
another economy owns 10 per cent or more of theg@ower (for an incorporated enterprise) or theiealent
(for an unincorporated enterprise). The WTO définibf related parties is in general seen as thet mgerational
definition from the customs perspective.
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Box 21.1.
WTO Definition of related parties

Article 15(4) of the WTO Valuation Agreement

For the purposes of this Agreement, persons skaldemed to be related only if:
(a) they are officers or directors of one anothieusinesses;

(b) they are legally recognized partners in bussne

(c) they are employer and employee;

(d) any person directly or indirectly owns, cotgror holds 5 per cent or more of the outstandioting stock or
shares of both of them;

(e) one of them directly or indirectly controletbther;

() both of them are directly or indirectly conteal by a third person;

(g) together they directly or indirectly controttdrd person; or

(h) they are members of the same family.

21.4. Examples of trade between related partiBlse most common example of trade between
related parties is trade between the parent catiparand its direct investment enterprise in
another country. Such trade is frequently motivdtgdavorable production conditions in the
latter country (e.g., lower costs of inputs oreofable tax regime) or related to market access or
to the distribution of the goods. However, freqietraide between related parties is part of
much more complex global production and distribufwocesses that stretch over multiple
countries. A special case is trade of goods focgssing (see chapter 20), whereby goods are
brought into a country under a specific arrangerbehtveen the involved parties (which may or
may not be related, and which may or may not inelinee change of ownership of the goods)
and for specific operations.

B. Purposes of identifying trade between related ptes (including valuation)

21.5. Valuation quality controlCustoms has a legal obligation to ensure theatial of
imports, which are subject &al valorenduties, according to the WTO valuation agreement bu
also, although not covered by this agreement, oustoakes efforts to ensure the correct
valuation of all imports and of exports. The respible statistical agency either accepts the
customs valuation or makes necessary adjustmedtetéomine the appropriate statistical value
of imports and exports using additional sourcesstimation (see chapter 14). The value of
goods declared by related parties can be influebgdteir relationship as shown by long terms
studies of inter-company prices. In this connegtinoformation on whether any given transaction
takes place between related parties or not wouitltéde significantly the monitoring and
assessment of the valuation practices and prokelédsis for making any adjustments to the
declared values if deemed appropriate by the resplenstatistical authority.

21.6. Understanding multinational enterprises and thesmsiof tradeThe activities of multi-
national enterprises are widely seen as a keyrfacthe global economy. These enterprises
account for a large share of value added, employarahexports and imports in many countries
and of a large share of global trade. These emsepare considered as responsible for the
development of global value chains and the sprgaalih of production processes over many
countries, thereby accounting for a large parhefihcrease of global trade. In the past, trade
statisticians had no detailed information on tlaglércarried out by multinational enterprises. The
development of trade by enterprise characteri§tiE€) provides insights into the trade of large
enterprises by linking trade data with informatfoem the business registers (see Chapter 11).
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However, the identification of the intra-firm tradeuld allow a much further and detailed
analysis of global trade and investment and thigiaes of multinational enterprises, including
their impact on national growth and employment.

21.7. Level of detail neededs described below, there are different optianstitain

information on the trade between related partib®s€ options might provide information on the
trade between related parties at the total levigl @nat the transaction level. For valuation
purposes information on transaction level is reggliHowever, it might be sufficient to limit the
request for this information to large transactidfm: the analysis of the activities of
multinational enterprises aggregate figures sudh@snes suggested as part of Foreign
Affiliates Statistics (FATS) statistics might beffszcient. However, only detailed commodity-
based data concerning trade between related pautledlow a detailed understanding of the
trade.

C. Ways to obtain information on trade between relged parties

21.8. Customs declaration and accompanying documentalidarmation on whether a trade
transaction takes place between related partiesually not available in the customs declaration
(see Chapter 8). Also, the examination of accomipgnyformation might not provide a
sufficient indication for trade between relatedtigas: However, countries can require traders to
provide such information on the declaration (seéddinStates example in para. 20.13 below). In
this case, the IT systems (such as Asycuda, Urs;Fascomex, Trim’s etc.) used in different
administrations worldwide would have to be adaptedllow regular compilation of this
information. At this time, concerns about the res@burden, the feasibility of obtaining

reliable information, etc., appear to outweigh iastncountries arguments for the need of this
information. A common concern regarding obtainimig information is that the traders or
brokers that complete the transactions do not kim@wvelationship between the parties for which
the trade takes place, and that even the traditegpmises might not be aware of their
relationship, in particular if there are frequehénges in the ownership structure. Also statistical
offices and customs might not see sufficientlyrsiroeasons for obtaining this information on
detailed level or do not view it as priority.

21.9. Supplementary enterprise surveys and studileshany countries trade in specific
economic sector is concentrated on a few largeinatilbnal enterprises. Given their role for
domestic value added and employment, those erdegpshould be well covered in the existing
business statistics. These enterprises can beialfpsarveyed and requested to provide
information on their trade with their foreign aifites or parent enterprise(s), either on aggregate
or the detailed level of the customs declaratiarthSnformation can be collected on a regular
basis (surveys) or for ad-hoc purposes (specHidiss).

21.10. Foreign affiliates statistic (FATSIigures on total and intra-group exports and irtgpor
of goods and services by foreign affiliates areentty produced by a limited number of
countries. However, more countries are expectéxgin the compilation of such data following
the recommendations on FATS adopted by the UNsStzl Commission and published in the
revised Manual on Statistics of International Trad&ervices (see MSITS 2010, chapter V).
For example, the EU Member States plan to imprbee FATS in the near future under the EU
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level FATS Regulation. Regarding the identificatafrirade between related parties, it is a good
practice to disaggregate exports and imports irieavébroad categories where trade with related
enterprises would be distinguished from trade witlelated parties (MSITS 2010, para. 4.60),
as such data would be very useful for the anabyfsggobalization issues. However, FATS does
not include statistics on the parent enterpriseiaappears difficult to obtain detailed

information of the total and intra-group tradeltsd product level. The Italian experience,
developed under the framework of the FATS EU Ragrashows that some interesting figures
on total trade by foreign affiliates at the prodiestel can be obtained by merging, at the
company level, the list of foreign affiliates withe list of foreign trade operators.

21.11. Linking customs declaration with a transnationatexprise registersAlthough currently
this is mostly a theoretical possibility, linkingstoms declaration with a transnational enterprise
registers may become feasible in the future. Iintoes adopted the model of a seamless
integrated data pipeline, it would allow to linkpext declarations with their corresponding
import declaration (see para. 8.6). Further, ifdeelarations were linked to a transnational
business register, it would be possible to ideritiy exporting and importing enterprise of a
trade transaction. However, in order to learn abeit relationship, countries would need to
agree and establish functioning transnational priter register, such as the European Union’s
EuroGroup register’?

21.12. ConclusionsThe objectives of identifying trade between redgtarties are in general
supported by countri€s® However, there are significant difficulties in cpifation that make is
difficult or unrealistic for many countries to obtahis information in the near term. Requesting
the indication of intra-firm trade on the custonegidration, if possible, can be considered as a
best practice (see example of the United Statesw)eDverall, the implementation of this
encouragement to identify intra-firm trade mighpeed on the national needs and priorities of
countries.

D. Good practices

21.13. US experience — definition of related partiBglated party, or intra-firm, data are defined
as shipments between U.S. companies and theigfoseibsidiaries as well as trade between
U.S. subsidiaries of foreign companies and thdiliates abroad. For export transactions, firms
are “related” if either party owns, directly or inetctly, 10 percent or more of the other party (see
Section 30.7(v) of the Foreign Trade StatisticsRagons). This definition of related party
corresponds exactly to that used by the Bureawcoh&mic Analysis in their annual surveys of
multinational activity. For imports, firms are “e¢ed” if either owns, controls or holds voting
power equivalent to 6 percent of the outstandingngostock or shares of the other organization
(see Section 402(e) of the Tariff Act of 1930).

21.14. Compilation and publication of data by the U.S. SlenBureauRelated Party data are

192 For more information see http://epp.eurostaeopa.eu/portal/page/portal/european_business
/special_sbs_topics/eurogroups_register.

193 See United Nations Statistics Division, Repaorthe results of the first round of worldwide coltetion,

October 2008, p. 9, available at: http://unstaierg/unsd/trade/EG-IMTS/EG-

IMTS%20web%20announcement.htm.
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compiled from administrative records from officldlS. import and export merchandise trade
statistics. Related party shipments are identifigdhe indicators, “R” for related or “N” for
nonrelated, that are required on all export trat@as and most import transactions. Selling
prices are used as a basis to determine the vAkhepments, but in general, the goods sold
between related parties are required to be valséftlae transactions were made between
unrelated partie§?*

194 The Foreign Trade Division (FTD) of the U.Sn€as Bureau releases aggregated related partyhdatsgh an
annually published press release. This press eelasbe found at this web address:http://www.cegsw/foreign-
trade/Press-Release/related_party/index.html. Aaldit related party data that are not publisheithénannual press
release can be obtained from the FTD Related Patgbase application. This database is availablee at:
http://sasweb.ssd.census.gov/relatedparty.
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Chapter 22 Pipeline trade and trade via fixed powelines

22.1. Introduction This chapter discusses the characteristicsaos#ctions in which goods

are delivered continuously across borders via pipsl(e.g., oil, gas and water) or via fixed
power lines (electricity}?® The same goods delivered across borders by otbansn(e.g., oil in
barrels, liquefied gas in special containers, bdttvater) or electricity stored in various power
cells, etc., are not covered in this chapter. Ni»edess, some issues raised in this chapter
concern these goods whether delivered via pipelim®t. The chapter discusses the challenges
and good practices in measuring these transacfldns chapter is linked to chapter 3 and 4 on
the use of non-customs sources as well as withteh@vhich discusses the integration of data
from different sources.

22.2. Importance International transactions in gas, oil and wateich are delivered via
pipelines and electricity delivered via fixed poviaes are not always recorded by the customs
authorities of some countries. However, these #etiens constitute an important part of
international trade in goods and should be propedprded following all applicable
recommendations contained in IMTS 2010. Countriessacouraged to establish appropriate
procedures to ensure that records of this tradasaeecurate as possible. It is also important that
trading partners in such transactions record tfess using the same methods to improve
international comparability (see IMTS 2010, par24).

A. Characteristics of trade in electricity, gas, diand water

22.3. Reasons for the potential lack of recording by oot International trade transactions in
electricity, gas, oil and water are not always rded by the customs authorities of some
countries. This can relate to the fact that thexelg do not pass through the regular entry and
exit points under the purview of customs. Anotleason might be that in many countries the
trade in gas and oil takes place via governmerhtaaities or special entities that are not obliged
to submit customs declarations. Also, goods tratisthvia fixed lines neither allow nor require
the same physical custom inspections that arerobegerformed on all other goods.

22.4. Variety of international distribution arrangemeni&here can be very different
commercial or non-commercial distribution arrangateeoncerning goods delivered via
pipeline or fixed lines for electricity in varioesuntries. On the one hand, the transmission of
the goods can be governed by a single contractdagtwne producer or consortium of producers
and one company or consortium of companies thategsgonsible for the further distribution in
the importing country, with the pipeline/fixed libeing owned by the parties of the contract. On
the other hand, if trade of electricity, gas origifully liberalized in and between countries,
individual producers can deliver to individual can®ers across a pipeline or fixed line that is

195 This chapter focuses exclusively on the tretias in goods and does not intend to discussymvay the
recording of the services that are entailed inssoaiated with the delivery of the goods. Howetlez,value of
certain services is included in the valuation oddmaccording to FOB and CIF (see para. 21.6 aagteh14 on
valuation for further information).
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not owned by any party of the contract. Obvioudbta compilation will be affected by these
different arrangements.

22.5. Quantity and transaction valué continuous transmission of these goods has the
consequence that the physical border crossingspéaific quantity is not necessarily connected
to a specific transaction, as it is the case foeogoods. Hence, the association of quantities
with specific transactions is only known by thedirey partners and specified in the contract or
invoice while the actually delivered quantities ardy known from readings of the transmission
meters.

22.6. Recommendation on valuatidalectricity, gas, oil and water are to be valaetlof any
delivery charges not included according to FOBEU¥f type valuation. Such charges may or
may not appear separately on the invoice. In tiserade of adequate customs records, it is
recommended that countries obtain the transacturewof these goods directly from the buyers
and sellers. However, if only the overall valuelusove delivery charges is available, such
charges should be identified (e.g., using othercemuof information and estimation) and
subtracted in order to obtain the statistical vafithese goods. Delivery charges should be
valued at market prices, but it is acknowledged tarkets for such services often do not exist
and prices for such services are either set adiratiiely or based on some cost calculation. It is
recommended that trading partners in such tramsectialue and record these flows in a uniform
way to improve international comparability (IMTSarp. 4.15(c)).

22.7. Complexity of pipeline and electricity networks dretjuent buying and selling
transactions A special characteristic of goods delivered vefnes or fixed power lines,
particularly in the case of gas and electricitythat multiple countries might be connected to the
same distribution system which can make it diffi¢aldetermine the partner country and to
identify transit trade. Also the complexity of thgeline and power network system itself can
make it difficult to keep track of the physicalile. Another special characteristic of trade in
electricity, gas, and oil is that those goods drendbought and sold without any physical
movement of the good taking place (merchantingg pirely financial transactions can be very
difficult or impossible to distinguish from tradensactions which affect the stock of material
resources of the involved countries.

B. Data sources and compilation issues

22.8. The use of customs declarations as main data solm@me countries the information
available from the customs declarations providesiate information on the pipeline trade in
gas, oil and water, and/or on the fixed line tredelectricity. In this case, additional data
sources are only used to confirm and supplemengdéssary, the customs data. However, as
indicated in para. 21.3 in many other countrieselage no customs records at all or they are not
adequate. .

22.9. Information on pricesCustoms declarations might not always reflect ailyeactual
physical movements of oil, gas, water or eleclyi¢i.g., the time of border crossing or the
guantities delivered might be different than intich but they usually contain information on
the prices on the basis of which these goods camloed. Commodity exchanges are another
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source of information relevant to the valuatiorsoth goods. However, the prices on these
exchanges relate more often to those quantitiesatearaded at the stock exchanges to cover
additional expected needs and, therefore, miglapipdicable to some future transactions rather
than be an indication of the actual price agreedden the buyer and seller in respect of the
goods which actually crossed borders in any gieéerence period.

22.10. Information on quantities provided by grid opera@s additional sourcésrid operators
are responsible for the electric lines and thelwips through which the goods are transported,
and they have information on the quantities ofteleity and gas that are crossing the border
between the country and a neighboring country. Gpierators are in often not parties to the
trade transactions and can therefore be viewedambupplementary data source. Nevertheless,
in some countries the grid operators might be tig data source regarding the physical
movement of the goods (when and where) of whichirdmers might have lost track.

22.11. Combining information from customs declarations ather sourcesA possible
approach for the compilation of trade via pipe $iad fixed power lines is to derive the
statistical value from the price information avhl&in customs declarations and/or other sources
and to decide whether or not the customs declassafficiently reflect the physical movement
across the border. Comparing the information frbengrid operators with the customs
declarations can guide this decision. For examplbee quantity information given in the
customs declarations deviates significantly froedantity information reported by the grid
operators, the physical movement should be measurdlde basis of the information available
from grid operators, provided that the necessarifie&tion, in particular regarding the
compliance of this information with the definitiofthe IMTS scope and the accuracy of
measurements, is being systematically performed.

22.12. Trade transactions and merchantir@ompilation of trade statistics reflecting anying
and selling of these goods would give a distorietupe of trade, as they are often changing
ownership (bought and sold) many times without gghysically moved across borders.
Normally, it is not possible for trade statistiasnpiler to track if and when the goods really
cross the border physically. Therefore the infoiarabn the physical border-crossing from the
grid operators, if available, is usually preferatdenformation regarding purchases and sales.

22.13. Specific compilation issue¥wo frequently mentioned compilation issues aee t
identification of transit trade and the determioatof partner country.

C. Country experiences

22.14. China example Goods delivered continuously through pipeline®ss borders, such as
electricity, water, and gas or oil, are requirethéodeclared monthly, as normal goods, to
Customs by the companies who sign the contradtadrt/export of those goods. The volume
and the value of the previous month are to be aatated if the other statistical items such as
partner country, customs regime are the same. U$temms officer should verify the declaration
form, and may check the value by reviewing the @it Normally the price is a fixed price, and
customs officers may look at the meter measuretoectieck the quantity (in the case of
pipeline trade inspection agreements exist). SiEtns collect the data for statistical purposes
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after the customs procedures are completed. Fongeaif a Chinese company is exporting
electricity to Hong Kong, the company is requiredieclare the accumulated quantity and value
to customs by month and within ten days. If a comypexports electricity to Hong Kong and
Macau, the company is required to fill two sepackelaration forms, one for each of these trade
partners.

22.15. United States example — trade in gas and elegfrig¢ihe United States has encountered
difficulties in obtaining accurate import informaiti on pipeline shipments of natural gas. Meter
readings of pipeline operators are not sufficientlyable for statistical purposes due to factors
such as the location of meters and inconsisteritieew meters are read by the pipeline
operators. Through an agreement with Statistica@anthe US Census Bureau receives
Canadian data on exports of natural gas to theedr8tates and includes them as imports from
Canada. Statistics Canada uses administrativef@tat@aonthly estimates due to timing problems
and revises the data when actual totals becomé&bhieaiSimilarly for trade in electricity, the
United States receives data on exports and imfortsits trading partner Canada.

22.16. Germany example — scope and compilatiemergy, electricity, gas and oil as well as
water are often considered as specific goods detstatistics due to their particular mode of
transport (i.e., via electric lines or pipeling way they are traded and their fiscal treatment.
In the EU, only electricity and gas that is trarmspo via pipelines are considered as specific
goods. Gas which is not transported via pipelindgether it is in gaseous or in liquid state, is
treated like all other goods. The specific rulasdiectricity and gas transported via pipelines are
based on their very specific physical charactesstin Germany information on trade with
electricity is collected from the grid operatorsask number is limited and which have turned
out to be by far the most reliable data sourcerfeasuring the quantities crossing the border.
However, grid operators do not have any informatiorprices. Therefore, average values for
each partner country is calculated using the dattars of the traders. Moreover those values
are crosschecked by the mirror figures of the gartountries.

22.17. The ltalian experience in the production of extérmade statistics on natural gas and
electricity. A new approach for the compilation of externade statistics on electricity and
natural gas in gaseous state was developed by ISSPAITimplemented for the first time in the
occurrence of the final revision of 2010 data ahd first intermediate revision of January-
August 2011 data. This was motivated by the inéngaselevance of data quality problems in
2011 as well as by the need to guarantee consisteatseries with a limited structural break.
Please see Annex 22.A for further details.
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Annex 22.A. Italian experience in the production bexternal trade statistics on natural gas
and electricity

22.A.1. Background for the development of the new appraadtaly. The increasing relevance
of the European Electricity Market as the referemecarket for commercial and financial
transactions, as well as the introduction of sorekeviant changes in the national fiscal
regulation, have dramatically increased measurermpesiilems in the compilation of external
trade statistics in natural gas and electricityeldasn customs data. The key measurement
problems associated with customs declarations are @ the increasing relevance of
international operations not associated with thgsjglal movements of the goods across national
borders and, from the respondent side, to the tdckformation on the partner country as
defined by EU Regulations and Compilation Manu@ilsese measurement issues have induced
some relevant data quality problems in provisiohgilires already published by ISTAT on
external trade of electricity and natural gas. dntipular, these provisional data were affected by
overestimation and incorrect allocation of tradepaytner country. The reference data sources
used to benchmark customs data against extermtd traal figures” in volume are represented
by Terna S.p.A., the Italian national grid operdtortransmission and dispatching of electricity,
and by Snam Rete Gas S.p.a, the Italian naturabgastor.

22.A.2. Methodology In the new data production system, figures oaltexports and imports
of natural gas in gaseous state and electricitysored as physical quantities are monthly
collected from reliable sources, while for the otldata required by European statistical
regulations (total trade in values and breakdowwotimes and values by partner countries) new
estimation procedures were designed, tested anidnngnted. Table 22.A.1 provides the list of
new information sources. For the a descriptiorhefrnethodological approach see Box 22.A.1

22.A.3. Conclusions The revision effects in traded values of natgad and electricity due to
the introduction of the new estimation methodoleggre quite considerable. In conclusion, the
introduction of this new data production systemdagternal trade in electricity and natural gas
has produced the following benefits:

- increase in the data quality of national figures;

- improvement in mirror study comparison;

- reduction of the statistical burden on the respatglom 2012.

Table 22.A.1
Data sources used for the compilation of externalrade in electricity and natural gas in
gaseous state

National or international data Description of information Availability of Codified
providers available in the data sources Information on variables
“partner country”

Terna S.p.A. (the national grid | “Commercial” external trade of No, only concerning Q (E)
operator for transmission and electricity measured in physical unitsentry and exit points at
dispatching of electricity) (GWh) the national borders
European electricity Markets Average monthly single price (PUN) Yes P (E)
(GME, Epex Spot, Power on the Italian Electricity Market and
Exchange Central Europe, OMEL)average monthly electricity prices gn

the main European Markets
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ENTSO European Network of Electricity trade between European Yes W (E)

transmission System operator for countries measured in physical unis

Electricity

ENERDATA Electricity country surplus/deficit Yes )

Snam Rete Gas S.p.a (the naturaExternal trade of natural gas No, only concerning Q (G)

gas transporter, monitoring entry| measured in physical units (GJ) entry and exit points at

and exit points for natural gas) the national borders

Ministry of Economic Natural gas external trade by partngi¥es W(G)

Development country

ISTAT- Customs Agency Import and Export unit valder Yes P (G)
natural gas

Box 22.A.1

Methodolology for estimation of monthly trade in eéctricity and natural gas in Italy

(a) Quantity flows by partner country

In the case of Italy’s external trade in electyi@nd natural gas in gaseous state, quantity dapatiner
country are not directly available from the referenlata source. Therefore, they are estimatedeobakis of
physical quantities crossing each point of entrgxt at the Italian borders and a weighting sticetwhich
connects each entry and exit point with a set dihea countries as follows:

qf = Z_ Wi qj

whereg| represents trade quantity in pertodith partner country £ {1,..., 1}, while q-_? represents trade quantity i
periodt through the entry or exit poipt{ 1,..., J}. The weighta+; represent the share of the trade through en
or exit pointj that is allocated to partner couniry

Notice that each partner countrgan be associated to more than one entry and @git, p and thus the
analysis of external trade flows by entry and pgiints leads to a more accurate decompositioradetin volumes
by “real” partner countries.

For electricity, an in-depth investigation of trattevs through the European network was carriediout
order to estimate the weight structusg;, considering national electricity surplus and ciefas constraints. This
approach allows discriminating between “real” partoountries and other countries which are totlpartially
crossed by physical flows of electricity througk tietwork but are not relevant according to statistlefinitions.
A similar approach was adopted for the estimatioguantities of trade in natural gas by partnemtoy but the
weights were directly obtained from data providee Ministry of Economic Development.

(b) Monthly prices

Due to differences in the availability and religtigilof data from the respective sources, the edémaf
monthly prices associated with trading transactmmelectricity and natural gas follow two diffeteqpproaches.
For natural gas, unit values computed from custata dre used as price indicators. In the caskecfrieity, a
preliminary comparison of time series between 1$Baurce’s unit values, average monthly natiomajle price
(PUN) on the Italian Electricity Market, and avezagonthly electricity prices picked up from the m&uropean
Markets has been carried deit Electricity import prices from “statistical couwtri have been defined as a
weighted average between the average monthlyesprgde (PUN) on the Italian Electricity Market atfé average
monthly electricity prices on the main European kéts follows:

P(E;t)I™ = a IPUN(t) + (1- ) lPFOREICN 1),

Instead, export prices have been defined as thrag&enonthly electricity prices on the main Eurapkarkets
.+\exp _ pFOREIGN

P(E;t)”P=P i

>

196 The comparison shows that unit values assaciateustom declarations lay in an interval defibgdhe PUN
as upper limit and by the partner country natigrale as lower one, with a progressive convergémeike partner
country national price. Main traders confirmed thikce behaviour.
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Chapter 23 Ships and aircraft

23.1. Introduction This chapter explains the problem of identifyargl recording trade in

ships and aircraft’ and provides an outline of how this trade candgured in an

internationally comparable way. Possible data sssiege discussed, as well as the issue of
leasing. The available data indicates that theaensed to improve the statistical recording of
ships and aircraft’® This chapter is linked with chapter 20 as thettiafj of a ship or aircraft

can be viewed as goods for processing. The congoilaf trade in aircraft and ships requires
frequently the use of non-customs sources. Thexetbis chapter is linked with chapters 3 and 4
on the use of non-customs sources of data andléguer 7 which discusses the integration of
data from different sources.

A. Difficulties encountered in the measurement ofraide in ships and aircraft

23.2. Physical movement and change of ownershiye compilation of trade statistics is based
on the physical movement of goods across bordechwiicaptured by customs records. Large
parts of trade in ships and aircraft do not passuijh customs, and customs often does not
receive any declarations. The IMTS 2010 recommanégceptional cases such as trade in ships
and aircraft, when the general guideline is notiapple or not sufficient, to use the criterion of
change of ownership to determine whether certagigshould be recordé® Change of
ownership is defined in accordance with 2008 $and BPM8® as change of economic
ownership. When the criteria of change of ownershigsed for the recording of goods entering

197 Rigs for oil production might be included inistibategory of goods as well. For example, in thiet&nsactions
in oil rigs are treated like transactions in vessethese structures are floating as opposeditgglfixed. For the
treatment of fixed installations or installatiomsgeneral please see chapter 6.

198 In 2009 countries reported collectively USD bdllions of exports in ships (SITC section 793} baly USD
57 billions of imports. While trade increased dréigaly this pattern has been present for manys/€tine
registration of ships under so called flags of @mignce in a limited number of relatively small ntries appears to
be a major factor why imports are underreportethally. Some of these countries do not report ttraglte data
internationally. However, if the registration ofiighis open to owners that are not resident inetlvesintries those
ships registered under foreign owner should nahbleded in their trade statistics in any case2009, countries
reported over 41 billions of exports in ships (SI3&tion 793) to only the three countries Pananashall Islands
and Liberia which either do not show any such ingor do not report trade data. The worldwide triadircraft
(SITC section 793) show global exports as systaallyi exceeding imports by a wide margin but notragh as
for ships. For detailed information see 2009 Ind¢ional Trade Statistics Yearbook — Volume | — Erhg
Commaodity, available at: http://comtrade.un.org/fibé figures in 2009 and 2010 for aircraft in teraf SITC are
distorted in 2009 as full commodity detail were reyiorted for a large amount of trade).

199 See IMTS 2010, para. 1.4. Categories of goddsewthe criterion of change of ownership can hgicgble for
the recording of international merchandise tradedactions are ships and aircraft (para. 1.29)llisas and their
launchers (para. 1.33), power lines, pipelinesiardersea communications cables (para 1.36) andenobi
equipment that changes ownership while outsidedbielence of its original owner (para. 1.39).

200 System of National Accounts 20@808 SNA) European Commission, International Monetary Fund,
Organization for Economic Co-operation and DeveleptUnited Nations, World Bank; available in PRifmat
at the website of the United Nations Statisticsi§don at http://unstats.un.org/unsd/nationalaccemat?008.asp.
201Balance of Payments and International Investmesitfom Manual, Sixth Edition (BPMg)nternational
Monetary Fund, 2008; available electronically a& tebsite of the International Monetary Fund at
http://www.imf.org/external/pubs/ft/bop/2007/bopréamtm.
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(leaving) an economic territory, an export/ impafra product should be recorded when the
economic ownership changes from a resident uratrton-resident unit.

Box 23.1
Ownership, institutional unit and residence

«  Ownership Two types of ownership can be distinguished: lleganership and economic ownership. The lega
owner of entities such as goods and services, alaesources, financial assets and liabilitiefésihstitutional
unit entitled in law and sustainable under the tawlaim the benefits associated with the entifidse
economic owner of such entities is the institutiangt entitled to claim the benefits associatethwhe use of
the entity in question in the course of an econaamtivity by virtue of accepting the associatettsiEvery
entity (i.e. every good such as an aircraft) hah bdegal owner and an economic owner, thougtetiomomic
owner and the legal owner of an entity (i.e. aoraft) can be the same. A legal owner may contrattt
another unit for the latter to accept the risks wwdards of using the product in production in netior an
agreed amount that has a smaller element of rigk Such an example is when a bank legally owpkae but
allows an airline to use it in return for an agrsed. (2008 SNA, paras. 2.46-2.49 and 2.21-3.29)

* Institutional unit An institutional unit is an economic entity th&tcapable, in its own right, of owning assets
incurring liabilities and engaging in economic aities and in transactions with other entities.Q2ENA,
paras. 4.2).

» ResidenceThe residence of each institutional unit is thber@mic territory with which it has the strongest
connection, in other words, its centre of predomireconomic interest. (2008 SNA, paras. 4.10-4.15).

» Clarification: An institutional unit can be partially or entiygdwned by a non-resident institutional unit and 4
change of ownership can take place between theipand its affiliate resident in another country

23.3. Processing vs. repair/ services transactions (withthange of ownershipyhips and
aircraft can enter a country for outfitting or tefig, sent by a foreign owner who retains
ownership (otherwise para. 23.2 would apply). Thetee practical issue of obtaining
information on such transactions on both the sfdeesending/ exporting country and the side
of the service-providing/processing country. Howesgart from the practical issue of how to
capture these transactions, there is a need tdededtiether the transactions are a repair or other
service or a processing transaction (see chapttar2ietails) which would require the recording
of an import of a good when entering the country an export of a good when leaving the
country after processing. The recording of a gdaaissaction requires valuation at gross value,
meaning valuation at the full transaction valughaf ship or aircraft. Given the high value of
some aircraft and ship the merchandise trade ttatsf countries can be strongly affected by
only a few of such transactions. Therefore comgitee advised to inform users in the metadata
about such transactions and their treatm&further, countries might consider cooperating with
their trading partners regarding the recordingheke transactions in order to achieve a uniform
recording and to improve international comparapilithis is of particular importance as the
sending/ exporting country might not have any infation about such transactions at all while
the service providing/ processing country shouladvie# aware of large outfitting/ refitting
activities taken place in their country.

202 Compilers might wish to exclude the retrofigtioutfitting on the basis that it is only a temgagr movement of
a good and that including them would distort tleelér statistics. There can be borderline cased &ibr the
compiler to decide whether the transaction corsstprocessing or a service/ repair. However, ttuebe in
general processing activities involving ships aindraft cannot be recommended. It should be consilithat also
other processing operations entail the recordinggti values for imports and exports while the atualue added
can be very minor. The individual value of sucmg@ctions might be very small compared with theealf a ship
or aircraft but the value of the sum of such tratisas can easily equal and exceed the value dflde in ships
and aircraft.
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23.4. Recording of partner countrysed aircrafts and ships do not change the cpoitr
origin. This is the case for almost all other ugedds (see chapter 16 for details). IMTS 2010,
para. 6.26, recommends that the country of conségrine recorded for imports as second
partner attribution, alongside country of origirar@pilers might view that the country of
consignment provides better information on thedraflships and aircraft (and other used
goods). However, in order to avoid confusion ofrasthis kind of partner information should be
provided in addition and not as replacement andadiixed together’ with data that is
otherwise following the country of origin concept.

Box 23.2
Recording of trade in an aircraft - example providel by Canada

A company in Country A buys a Canadian built aiftwehich are treated as a Canadian domestic expéigr
several years of use the original aircraft areedsith for newer models. The original aircraft agturned to Canada
for refurbishment and subsequent sale to Countijtig. aircraft return is treated as a Canadian pwitnwith the
subsequent sale treated as a domestic export.

B. Existing practices for recording and measuringiade in ships and aircraft

23.5. Existing practicesWhen aircraft and ships cross the borders of tmsnas items of

trade and the appropriate customs records areecidlibse records should be used as the main
source of information. However, in some countrigsiinational trade in aircraft and ships may
not be recorded by customs even if they cross bsrdéso, customs records may be incomplete
or non-existent if those items do not cross custbarders?®® Under such circumstances, many
countries use national airline or shipping regsfer evidence of a trade transaction using
change of ownership as indicated in the registén@sasis for compilation of trade statistics.
However, not all countries have national airliné ahip registers and some might not use
existing registers for statistical purposes. Furttiee registers might not cover all transactions
between residents and non-residéfitsnight not be sufficiently updated or the infornoati

might not be suitable or sufficient for use. Intgarar, such registers would usually contain
information on the legal owner while information thre economic ownership is required.
Therefore, in addition to registers, countries dade additional sources such as accounts of
companies and the review of leasing contractstebésh economic ownership. However, the
possibility to review leasing contracts or for exae) agreements on vessel management to
determine economic ownership appear not to be cisedntly.

23.6. International requirements for the registrationasfcraft. Various national and
international statutory instruments govern civilaaon and the registration of aircraft. Of
particular international importance is the Convemton International Civil Aviation, which

203 A similar situation might exist in the casdrains which regularly cross borders. Also in ttese the change of
ownership and not the crossing of the border woeled to be used as criteria for the recordingtodde
transaction. Enterprises that own and/ or openapgarluce and sell trains should be able to proiittegmation
about the acquisition and sale of trains.

204 For example in the EU fishing vessel are inegalmot registered in the national ship registessndicated by
the results of EU questionnaire.
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specifies the principles to be recognized by signes”°® This Convention staté¥ that aircraft
must be registered and shall hold the nationafithe country in which they are registered. It
also states that aircraft may not be legally regext in more than one country, and that every
aircraft used for international air transport miostmarked with its nationality and registration
number. At the national level, those global rulesamthat every aircraft is entered in the
national register when it is licensed for transplrthe case of imported aircraft, registration ca
occur only upon the applicant’s producing apprdprdocumentation; in particular, the applicant
must produce proof of acquisition of ownership. leoer, at least in some countries, not only
the acquirer (legal owner) but also the econominenwoperator can be the applicant. Also,
proof of cancellation or non-registration is regdiy which ensures that an aircraft has actually
been registered in one country only, thus rulingduplication or incorrect recording.

23.7. International requirements for the registrationgbfips As a measure to enhance ship
safety and security the International Maritime origation (IMO) introduced in 1987 the IMO
ship identification number scheme, which becamedatory for all ships as of 1 January 1996 and
which is managed by IMO and IHS Fairplay (previgudbyd’s Register - Fairplay}’’ It aims

at assigning a permanent number to each ship éntifctation purposes. That number would
remain unchanged upon transfer of the ship to oflagy(s) and would be inserted in the
ship's certificates. Further, in 2004 the IMO UredCiompany and Registered Owner
Identification Number Scheme was introduced as aswe to enhance maritime safety, security
and environmental protection, and to facilitate phevention of maritime fraud. Its purpose is to
assign a permanent number for identification puepds each company and/or registered owner
managing ships of 100 gross tonnage and above edgaginternational voyagé¥®' **The

IMO Unique Company and Registered Owner IdentiificaiNumber Scheme is managed, in
parallel with the IMO Ship Identification Numberlgsne (resolution A.600(15)) and procedures
for the implementation thereof (Circular letter M836/Rev.3), without charge by HIS

Fairplay?*°

23.8. Request of additional documentatidihe statistical authority should use available
customs information and registers for the maximumoant of statistical information possible
and, if necessary, should request the owners naméake register or the leaseholder named on
the financial lease to submit separate foreigretidtistics declarations. The last-mentioned
step may have to be dealt with through enactingli@gpn specifying the obligation of each
party (the registration authority, owners, leasdbr) to provide information.

205 See Protocol Relating to an Amendment to thev€ation on International Civil Aviation [articles @), 49
(e) and 61], signed at Montreal on 12 December 18%§g are currently 187 Contracting States to thev€ntion.
206 Part I, Chapter IlI, article 17.

207 Implementation of resolution A.600(15) — IMQpsldentification number scheme, International Mare
Organization, Circular letter N0.1886/Rev.3, 11 &mber 2006.

208 Implementation of IMO Unique Company and Regiet Owner Identification Number Scheme (resolution
MSC.160(78)), International Maritime Organizati@ircular letter No.2554/Rev.1, 7 February 2007.

209 Countries are invited to register ships engagedmestic voyage as well.

210 However, fishing vessels might not be registénethis standard way.
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C. Possibilities for improving the international measurement of trade in ships and aircraft

23.9. Data sourcesin the absence of customs records the use anatregisters for ships and
aircraft is the established practice in many caastrCountries need to review the contents and
completeness of their registers (including their &f the flag etc.) and might use available
international registers and special surveys of ahighaircraft operators to identify economic
ownership and change of economic ownerships f@sshnd aircraft' Further, countries need
to obtain the information that is needed for ttegistical recording of the trade in ships and
aircraft, in particular information on the changeesoonomic ownership. Relevant information
could be available from accounts of companies aor the review of leasing contracts.
However, the possibility to review leasing contsaat for example, agreements on the
management and operation of ships and aircraféterchine economic ownership appears not to
be used by countries at this time.

23.10. Need for reliable criteria to identify change of mevship Countries should establish
reliable criteria for the identification of changkeconomic ownership of ships and aircraft and
inform about them in their metadata. On nationatlesuch criteria should be established in
cooperation with national accounts and balanceagiment compilers. However, in order to
achieve uniform treatment of transactions, inteamal comparability of data, to allow data
exchange and to minimize global asymmetries amriatenal approach and agreement on such
criteria is required. Reliable criteria can be klsaied in the form of a list on different types of
leasing contracts and agreements on the operaifdhe ships and aircraft which are to be
analyzed in respect to whether those constitutarster of risks and rewards as required for
change of economic ownership. For aircraft leapiags a predominant role while for vessels
different kinds of agreements concerning the mamage of the vessel are relevant.

23.11. International approach regarding the identificatioh change of ownership and the
recording of trade in ships and aircrafnternational cooperation and the developmeiat of
common approach and common criteria for the ideatibn and recording of change of
ownership offer possibilities to improve the sti@tel recording of trade in ships and aircraft. For
example, as a first practical step, countries cpolol and compare their information on major
transactions using universal ship or aircraft idemattion or production numbers. However,
countries might not have sufficient access to safdrmation on national level or it might be
preferable for other reasons to follow the existiagjonal approach.

23.12. ConclusionsThe task of compilers of merchandise trade siizgiss to identify non
reported transactions and to verify reported trefisias. The development of a more
comprehensive set of case studies as currently lopB@irostat can assist countries in this
task?'?

211 In the case of ships the flag administratioradi¢nal registers) are recommended to establisigalar and
standardized electronic data exchange proceduhel&E on a fleet basis which includes data on tragany/
registered owner but also on the ships. The inftionas made available to IMO Members on the Gldh&dgrated
Shipping Information System (GISIS).

212 Methodological questions from Member Stateatire to the trade in ships and aircraft, Eurostagrnal
document, 28 November 2011.
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D. Leasing of ships and aircraft

23.13. Financial and operatingA financial lease is one where the lessor, aallegner of an
asset, passes the economic ownership to the legsedhen accepts the operating risks and
receives the economic benefits from using the asseproductive activity. In return, the lessor
accepts another package of risks and rewards terfessee. Under a financial lease, the legal
owner is shown as issuing a loan to the lessebh,which the lessee acquires the asset. An
operating lease is one where the legal owner ¢sthks economic owner and accepts the
operating risks and receives the economic berfefits the asset by using it in a productive
activity. (2008 SNA, paras. 17.301-17.309).

23.14. Financial leasing An indicator of a financial lease is the respbilisy of the economic
owner to provide any necessary repair and maintenahthe asset. Very often the nature of the
asset subject to a financial lease may be quitandigrom the assets used by the lessor in his
productive activity, for example a commercial auelf legally owned by a bank but leased to an
airline. A financial lease will typically be for geral years and in practice, the duration of adeas
has been and can be used in some cases as indichtihether a lease is financial (one year or
more) or operating (less than one yé&atHowever, the duration of the lease does not déterm
whether the lease is to be regarded as an opemrtiintancial lease. In some cases a large
complex such as an airport or even a building nelebsed for short periods, perhaps only one
year at a time, but on condition that the lesskestall responsibility for the asset, including all
maintenance and cover for exceptional damage xmele. The allocation of risks and rewards
associated with the use of an asset is the ultiorétria for deciding whether a lease is to be
considered financial (and the good to be includetnlade statistics) or operational (2008 SNA,
paras. 17.301-17.309).

23.15. Examples of financial and operational leasi@nly in the case of financial leasing a
change of economic ownership takes place. “DrySilegis a leasing arrangement whereby the
lessor provides an aircraft without crew, insurarscgporting equipment, maintenance, etc. to
the lessee. It is required that the lessee putaitbeaft on its own air operator’s certificate
(AOC)*** and provides the aircraft registration. Basedhmsé characteristics a “dry” lease

would usually be a financial lease, however, a™degse can also be structured to constitute an
operational lease. A “wet” lease is an operatimgileg arrangement whereby the lessor provides
the aircraft, one or more complete crews (includingineers), all maintenance for the aircraft
and insurance (ACMI). The period of a wet leasegafrom one month to usually one to two
years. Everything less than one month can be ceresichs ad-hoc charter.

23.16. Sale and lease-backnother frequent leasing agreement for aircsafidle and lease-
back. Under this agreement an airline would sehiagraft to a financial investor under the
agreement to rent it back immediately. Most of 8riige sale and lease-back agreement would
amount to an operating lease which means theliséla would have to be recorded as trade
transaction if taking place between a residentreordresident. However, there might be also

213 IMTS 2010, para. 1.28.

214 Air operator's certificate (AOC) is the approyieanted from a national aviation authority (NA#)an aircraft
operator to allow it to use aircraft for commergakposes. This requires the operator to have perespassets and
system in place to ensure the safety of its emleyand the general public (Source: Wikipedia).
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cases in which the leasing agreement that follbvesstle has to be viewed as financial lease and
hence no sale or goods transaction is to be red@si¢he seller only gives up his legal but not
his economic ownership (see BPM6, para. 5.57 wpirokidesexamples of situations that would
normally lead to a lease being classified as anfire lease)

E. Country experiences in the compilation of the @de in ships and aircraft

23.17. Compilation of aircraft — example provided by Mococinformation related to the
importation of airplanes and their equipment idessied from the Moroccan customs services
(the Office of Exchange) and from the main airla@enpany in Morocco. The Office of
Exchange collects customs declarations (Singleddattibn of Goods (DUM)) for all the
transactions related to the importation of plafiémse statements include the following: the
customs office, the customs regime, the year, godadation number, the number of articles, the
date of recording, the date of reception, the eeamd the trade registry of the merchant,
corporate name, the country of origin, the counfrgrovenance, the currency and the value in
currency, the total value, the total gross weitiid,total net weight, HS code, the net weight of a
unit, the value of a unit, supplementary unit, cotlthe supplementary unit. At the same time,
these data are cross-checked with information aoedan reports transmitted by the
aforementioned Moroccan airline to the Departmémiiaveign Trade Statistics of the Office of
Exchange for Balance of payments purposes. Thesetsespecify the nature and the transaction
(importation) financing modalities. In this respatshould be added that aforementioned
company sometimes uses leasing for its acquisibbpsanes. Only planes subject to leasing
contracts of one year and longer are consideréaasg changed ownership and recorded as
trade transaction.

23.18. The Italian and the Norwegian experiences in thamitation of external trade in ships
and aircraft The Italian experience in the compilation of emée trade in ships and aircrafts is
presented in Annex 23.A. The background, methodotogl data sources are explained and
conclusions as well as two illustrative examples@ovided. Annex 23. B. provides the
Norwegian experience in the compilation of inforiroaton the trade in ships.
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Annex 23.A. Experience of Italy in the compilatiorof external trade in ships and aircrafts

23.A.1. Background.In 2010, European legislation took on board UN diwes, concerning
the use of “economic ownership” as the key condeptlefine external trade of vessels and
aircrafts. In order to fulfill the new legal framevk, Italy put in place amad-hocprocedure to
determine the best classification and measureeoéxiternal trade for this kind of goods.

23.A.2. Methodology The first assumption made by Italy to implemems thew definition
concerns the adoption of the economic concepODpérator as a reasonably good proxy to
identify the economic owner:

- For vessels th®perator is “the natural person or the legal unit respdesiior the
commercial decisions concerning the employmentsifip and the one who decides how
and where that asset is employed. The direct b®aefi of the profits from the
operations of the asset, this company may alsed@onsible for purchasing decisions on
bunkers and port services”.

- Air operator means a natural person residing inealidler State or a legal unit established
in a Member State using one or more aircraft inoet&nce with the regulations
applicable in that Member State, or a Communitycairier as defined in Community
legislation (Council Regulation (EEC) No 3922/91).

23.A.3. Partner country identificationThe partner country is the place where the opeiator
established. This approach may present some flawtSpr most of the cases it proved to be the
best proxy available. The assumption of the operasoa good proxy for the new concept of
economic ownership paves the way for the adoptioadditional data sources for the correct
classification and measurement of external tradees$els and aircrafts.

23.A.4. Data sources Given the complexity in the definition and measnent of trade in
vessels and aircrafts, it was recognized that glesidata source could not comply with the legal
requirements (i.e., different managements of vekmetraft registers, completeness of data
source). Consequently, a set of different datacgsuwas indentified: standard Customs data, the
Fairplay World Registél® of ships and, where possible, multilateral coopenaand exchange

of information between partner countries. Finallycase-study approach is used, in order to
optimally exploit the integration of all the avdila information.

23.A.5. Conclusions The result is twofold: only statically relevamansactions are recorded
and problems of over and under estimation, linkeaach single source, are overcome. For
example, Customs information may overestimate #ta @hen a sale or acquisition takes place
without a change of the economic ownership; viosagthere may be an underestimation when
a transaction according to the concept of econ@mwigership occur without the obligation of a
customs/fiscal declaration (for example withoutade&cquisition of the vessel itself), in this
latter case the Fairplay World Register of shipsnsstly useful. It has to be noticed that the
above procedure is very remunerative in terms afitgubut highly time consuming. Hence, for

215 The Fairplay World Register is an internatiafetiabase developed and maintained by IHS Faifplay
maritime safety (according to international agreetsieand business purposes based on direct cavithdhe
respondents, profiling of complex multinational porations and publicly available information (drgernet,
newspapers).
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smaller transactions (in terms of value), only Guost data, Fairplay World Register of ships and
possibly direct contacts with the respondents aregrated, while a total case-study is carried
out for larger transactions.

23.A.6. Two illustrative caseslin the first case, an Italian ship building compaold a super
luxury cruise ship to a company established inofirshorecountry and regularly presented a
customs declaration. However, the economic ownex avether company based in Italy, which
used the ship to organize cruises. This transaeti&s excluded from Italian foreign trade data,
because the seller and the new economic owner astablished in the same country. In the
second case, an lItalian ship building company aatdper luxury cruise ship to a multinational
corporation established in the United States. Hawnethe operator of the asset was a company
belonging to the same corporation established e Wnited Kingdom. Hence a transaction
between Italy and the United Kingdom was recordedboth this examples, all the above
mentioned sources were crucial in order to makecssbn.

Annex 23.B. Experience of Norway in the compilatio of external trade in ships and
aircraft

23.B.1. Use of ships registers in Norway Norway the external trade of ships, aircraftsl
movable drilling rigs is not properly covered bytalfrom the Customs. Concerning ships
estimates based on change of ownership are usedaternative. Statistics Norway regularly
receives information from the Norwegian shippingiseers (NIS and NOR) about new
registrations, cancelations and other changesimnethisters. Based on this information a letter
and a form are sent to whom the registered owsk&ma@ for additional information. For exports
(sale of ships) it is asked for identification bétformer owner, name of the new owner, home
country and new flag state, date of change of osimpy the type of ship, gross tons and the
actual price. For imports (purchase of ships) &sked for the name of the previous owner, home
country, previous flag state, date of change oferainip, the type of ship, gross tons and lastly,
the actual price. Frequently ships and aircraktdeased, requiring clarification on whether a
change of ownership took place.

23.B.2. Leasing — approach of Statistics Norwdyis difficult to get information on when a
leasing agreement is established. Consequentlysi®ts Norway is to a large extent dependent
on occasional information. However, in regard ® ltlandling of financial and operational

leasing Statistics Norway makes a pragmatic juddrnased on (a) who has the equipment
registered in his balance sheet (and pays for aithtenance and repairs) and (b) the length of the
period of the contract (1 year or more). If thegigmof the period is more than one year and it is
not the lessor who pays all expenses, the traseaicticonsidered to be export or import of
goods. Otherwise it is not registered as tradgids but as trade in services.
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Box 23.B.1
Differentiating between operating and financial leaing

Operating and financial leasing represents tweaedkffit forms of ownership. When a lessor owns the&pesent and
pays for all necessary investments, this is calledperating lease. The lessor retains the residiliz¢ of the
equipment and takes it back when the leasing pexpites. When using financial loan products sigfirancial
leasing, overdrafts and loans, the borrower hinisdtie owner of the equipment and finances 100%#safalue. In
operating leases therefore, the value of the eqeipis held off the balance sheet and the leasists@re posted in
their entirety as direct costs linked to the usthefequipment. In financial loan products, theigapent is carried tg
the balance sheet and the company itself must astnaite and allocate all costs and depreciatiorket to the
equipment in order to produce a correct picturthefoverall financial implications. Operating leagialso provides
external invoice control. The lessor, who ownsehaipment, pays all accounts and checks thatritascordance
with the agreements signed. The lessee simplywesgieriodic invoices for the lease.

23.B.3. Data Compilation The trade of ship data, including transport arat@dure codes are
manually registered in Statistics Norway's gengeale data base. It will normally take about
two months to collect data, sometimes even lorigewever, the data are registered in the
month of the change of ownership. This exercises cha¢ cover trade of Norwegian ships
registered in foreign registers if the trade enulsagistered in another country’s register.
However, it is assumed that such activity is vanjited, and at the moment it is ignored.

23.B.4. Norwegian ships under foreign flaBegarding the issue of Norwegian ships under
foreign flag, Statistics Norway used to dependrdarmation from Lloyds (LR Fairplay —
electronic data). However, this has been discoatimonsidering the costs and benefits of
subscribing to the monthly updates. This meansrbat effective sources are sought-after.
Equasis (http://www.equasis.org/EquasisWeb/pubbaidPage) is a free source that might be
used. Statistics Norway is also considering esthlvlg a small annual survey of large shipping
companies in order to get an alternative estimateeomagnitude of this activity. This work is
not yet concluded.
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Chapter 24 Other special categories of goods and
compilation for national accounts and balance of
payment purposes

24.1. Introduction This chapter is intended to briefly describe¢haracteristics and ways
how to measure certain additional categories otigaghere the application of the general
guideline can pose difficulties and/ or where tlw@impilation is relevant and of special interest
for national accounts and balance of payment cargiFurther, it discusses how IMTS and
BOP compilers could work together in capturing tifagle in these goods. The different
recording in IMTS and balance of payments of caertaitegories of goods or transactions are
described*® This chapter is complementary to chapter 19 wfochises on the scope of IMTS
in general terms and to chapters 20 to 23, whisfercspecific categories of goods. It adds a new
dimension as it systematically discusses the ogiahiip between the compilation for
merchandise trade and national accounts/balangayohent purposes. However, where
applicable, this relationship is also discusseithéother chapters of Part IV of the Manual (see
in particular chapter 20 on goods for processing).

A. Goods to be recorded similarly in IMTS and BPM6NA

24.2. Goods and service3 he identification and compilation of trade inteén categories of
goods poses similar or related challenges for clamgof merchandise trade and balance of
payments / national accounts statistics. This @edists categories of goods that are to be
recorded in IMTS and BPM6 identically. Compilersl@iTS and BPM6 can benefit from each
other’s experiences and practices in the identibosof these goods (e.g., the distinction of
financial and operating leasing) and the use oitah@l data sources. Often transaction not
included under goods trade need to be includedrwsateices trade, meaning BPM6 compilers
would be interested in how the goods transactioasldferentiated from the related services
transactions in IMTS in order to avoid double-caogtor under-coverage (e.g., in the case of
media, whether or not recorded). Hence, it is adgmactice if both work closely together.

Box 24.1
Definition of goods for the purpose of IMTS 2010 MTS 2010, para. 1.5)

For the purpose of IMTS 2010 and in reference 02008 SNA, goods are defined as physical, prodabgstts
for which a demand exists, over which ownershiptsgan be established and whose ownership caams&fdrred
from one institutional unit to another by engagimgransactions on markets, plus certain type®afadled
knowledge-capturing products stored on physicalinétht can cross borders physicéilysee IMTS 2010, annex
A, paras. A.2-A.4)

24.3. Goods acquired by all categories of travelldgrecluding non-resident workers, to a
significant scale as defined by national law, arbé included in IMTS and BPM6 (IMTS 2010,
paras. 1.16 and 1.49), while goods below the tlmddiave to be recorded as part of travel

216 For a detailed description of the conceptu#dinces between the recommendations for IMTS @ZD10)
and the and balance of payments (BPM6) see IMT®,284nex F which also contains a reconciliatiorig¢ab
between IMTS and total goods on a balance of payirasis.

217 See 2008 SNA, paras. 6.15 and 6.22.
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services (Manual on Statistics of Internationalderan Services (MSITS) 2010);

24.4. Media, whether or not recordeMedia whether or not recorded is recommended to be
included in IMTS, except for media used for cargyoustomized software or software written
for a specific client or originals of any natur&haugh exclusion of such media may not be
possible in practice (see IMTS 2010, para. 1.18¢hSexclusions should be based on the
definitions recommended in BPM6 and should be éstedd in close cooperation with the
compilers of balance of payments and internatitnaalle in services statistics (see BPM6, table
10.4; and MSITS 2010, table 3.1). It is recognizemyever, that the exclusion of such media
may not be possible in view of (a) the prevailingtoms practice of classifying both non-
recorded and recorded media in one classificateaudimg without any further differentiation and
(b) the absence of other reliable and cost-effeatiata sources for systematic identification.
BPM6 includes in general merchandise only non-custed packaged software and video and
audio recordings on physical media, such as dislsoéher devices, with a license for perpetual
use (BPM6, paras. 10.17(c) and 10.143-10.144)I¢&& 2010, Annex F, para. F.5).

24.5. Goods under financial and operating leasiddnere are two kinds of leases in common
usage: financial leases and operating leases. Gowed®nsidered to be under financial lease if
the lessee assumes the rights, risks, rewardseapdmsibilities in relation to the goods and from
an economic point of view can be considered asl¢hiacto ownef*® Goods under financial
lease should be included in international merchemttade statistics. An operating lease is any
lease which does not have the above characteri®amsds under operating lease should be
excluded from international merchandise tradesttes (see IMTS 2010, para.1.51). In practice,
it may be difficult to differentiate between thes® types of leases® Therefore, in some cases,
the duration of the lease can be used as an imahicat whether the lease is financial (one year
or more) or operating (less than one year). Theeisd differentiating goods under financial
leases and operating leases is described in chzipfer ships and aircraft as leasing transactions
for these categories of goods, in particular focrait, are very common.

24.6. Fish catch, minerals from the seabed and salvagese goods landed from vessels of
one country in national ports of another countracguired by vessels of one country on the
high seas from vessels of another country aredrstiope of IMTS 2010 for both exports and
imports and should be recorded where economicalgnheironmentally significant. It is
recognized that data collection in respect of thiegory of goods may be challenging; however,
countries are encouraged to develop over time ¢sessary data-collection and/or estimation
procedures in view of the important policy neetig; balance of payment always included these
goods and BOP compilers might have appropriate datigm and estimation methods in place.

Box 24.2
Example — Compilation of data on fish caught by Nowegian vessels outside the Norwegian
custom territory and landed in national ports of oher countries

Fish caught by Norwegian vessels outside the Noiamegustom territory and landed in ports of othmurdries is
not declared at the Norwegian Customs. HoweverMiméstry of Fisheries and Coastal Affairs admieista

218 See IMTS 2010, annex A, para. A.11.
219 See also BPM6, para, 5.57.
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system of fish export taxes which requires regiistmneof all catches, even those caught outsideNihrevegian
custom territory;

The Directorate of Fisheries is responsible fortaling the fish exports and making sure thatfieking vessels
comply with the rules. Fishing vessels have to refmthe Fishermen's Sales Organisation Coundtilclvagain
report to the Directorate of Fisheries.

The Customs is responsible for collecting the taixdo not have all information necessary to produsge
statistics. Thus, Statistics Norway has made aeeagent with the Directorate of Fisheries to recaiveonthly
report covering all export of fish caught outsiderNegian territory and landed abroad. The dataigel
information about the date of landing, landing @ortl country, the type of fish, weight and valuee Hata are
received two months after the month of landing. ikancontrol of data quality is executed by StatsNorway.

24.7. Waste and scrapNVaste and scrap, including products that are elag to the
environment, should be recorded and classified uthgeappropriate commodity heading if their
commercial value is positive. Waste and scrap lgproncommercial value are to be excluded
but should be separately recorded using appropyigatity units (see also IMTS 2010, paras.
1.38 and 1.58). It is recognized that data colbectinder this item may be challenging since, for
example, the value may not be easily available veregaring/ leaving the country; however,
countries are encouraged to develop over time ¢sessary data-collection and/or estimation
procedures. Waste and scrap having no commerdizd veeed to be recorded in the balance of
payments under services as a waste treatment gpaolldéon service and environmental
transactions (MSITS 2010, paras. 3.245 and 3.298).

24.8. Goods for repair or maintenan@e excluded from trade in goods and to be recorde
separately (IMTS 2010, para. 1.57) as these trénsadcave to be included as repair and
maintenance services in the balance of paymentap@ers of both IMTS and BPM6 face the
challenge to differentiate these goods from goodgfocessing (see chapter 19 and 20 for
details);

24.9. Additional categories of particular relevance ofneteandise trade and balance of
payment/national accounts compileBalance of payments compilers have a strongasten
making sure that all relevant merchandise tradestretions are included in their statistics.
Therefore, when important trade transactions sgdbreelectricity, gas or oil, ships and aircraft
or military goods are not included in the infornoatiobtained from customs, the balance of
payment compilers use additional sources to oltkésninformation. It is a good practice for
international merchandise trade statistics andnoalaf payments compilers to work closely
together in the compilation of this informationrnaadditional sources, and to ensure that
relevant trade transactions are included in bottchandise and the balance of payment
statistics.

24.10. Goods bundled with serviceSften the sale of goods in bundled with the i of
certain services, such as for maintenance or lastal. The appropriate recording of these
transactions is not a question of scope (i.e., dredr not to include the transaction), but an
valuation question. Goods bundled with servicesikhbe valued as follows: the statistical value
applies only to the goods, and the value of anyises associated with them should be excluded
from IMTS, except for the services that are inctidecording to the FOB- and CIF-type
valuation of goods. However, in practice this migatdifficult for certain goods such a media
(see IMTS 2010, para. 1.18). In practice, goodsilmehwith services might be identified
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through the use of unit values.
B. Goods to be recorded differently in IMTS and BPM6/NA

24.11. Conceptual differences and data compilatidhe main conceptual differences in the
recording of international transactions in goodsveen IMTS 2010 and the BPM6/ 2008 SNA
are described in IMTS 2010, Annex F. This chaptesfly discusses the possible collaboration
of IMTS and BPM6 compilers on the compilation oé$le goods.

24.12. Goods for processing with or without change of awhip. These transactions are to be
included in IMTS as trade in goods, while in theMBPthe initial trade transaction is to be
recorded as trade in services (see IMTS 2010, AR)@ara. F.4 for details). Chapters 20 and 21
discuss the possible identification of goods fargassing and the trade between related parties
in IMTS.

24.13. Returned gooddf exported goods are subsequently returned, shevld be included in
imports and identified as re-imports when theyratarned. Similarly, goods imported and
subsequently returned should be included in ex@ortsidentified as re-exports when they are
returned??’ (IMTS 2010, para. 1.23) If returned goods candamiified by IMTS compilers, e.g.,
via the special customs procedure code, this irdtion should be made available to BPM6
compilers to allow them to void the initial transans in their recording as required by BPM6.

24.14. Migrants’ effectsMigrants’ effects are to be included in IMTShkly are of a significant
scale, while they should be excluded from trad®BiM6 basis as no change of ownership takes
place. The exclusion of this transaction in BPM&ulddoe greatly facilitated if those goods
would be specifically identified in the statisticatording of the customs transactions.

24.15. Goods entering or leaving the economic territoraafountry illegally These
transactions (which may include legal as well legjdl goods¥ are recommended to be
excluded from IMTS but to be separately recordeé (MTS 2010, para. 1.59). BPM6 includes
in general merchandise illegal goods as well agggited goods that are otherwise legal (BPM6,
paras. 10.17(i) and 10.17 (j)). Customs and witHPBfompilers should work together to assess
the amount of smuggled goods, e.g., BOP compilégghtrhave indication from their surveys
that travelers are not properly declaring theirdgo

24.16. Goods lost or destroyed after leaving the expgrtiauntry but before entering the
importing country and after ownership has been aeglby the importeare recommended to

be excluded from IMTS of the importing country aitbe separately recorded (see IMTS 2010,
para. 1.60). IMTS compilers should provide inforimaton this transactions to BOP compilers to
support the proper recording of this transactiothenbalance of payments.

24.17. Goods imported for construction projects by nonidest enterpriseswhere these

220 There are different cases of returned good$) as goods returned due to poor quality or goodsoosignment
(see para. 1.17 above) that are not sold and exturn

221 The illegal entry or exit from the economiaitery may refer to both to legal and illegal gopis., it is not
necessarily the goods themselves, but they wayahtsr or leave the economic territory, which lisghl.
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operations are not sufficiently substantial to ¢ute a branch of the enterprise, are not
recorded as trade in goods in BPM6 (BPM6, par&22(@)) but in IMTS are recorded as exports
and imports (see IMTS 2010, Annex F, para. F.2@yould be useful for BPM6 compilers if
those goods would be specifically identified in #tatistical recording of the customs
transactions.

24.18. Goods transferred from or to a buffer stock orgation are recommended to be
included in IMTS (see IMTS 2010, para. 1.27). BP&4@ludes goods temporarily exported or
imported, such as goods for storage, if no chamgevoership takes place (BPM6, para.
10.22(e)). However, these goods are to be recafdleey are sold while being abroad (BPM6,
para. 10.17(g)) (see IMTS 2010, Annex F, para. }-.11

C. Common metadata to be provided by IMTS and BOP ampilers

24.19. Publication of a reconciliation tabldt is a good practice for IMTS and BPM6 compilers
to provide, as part of their metadata, a recortimiietable between IMTS and total goods on a
balance of payment basis (see IMTS 2010, AnnealietF as possible example). It is advised
that this table be accompanied by information @rdtording of the relevant transactions.

24.20. Development of a reconciliation table - Cooperatim@iween Balance of Payments
Statistics and Foreign Trade Statistics in the.80n an initiative of Eurostat a task force
“Balance of Payments/Foreign Trade Statistics (DPBTS)” was set up consisting of
representatives of EU Member States, each wittesgmtatives from BoP Statistics and FTS.
The reason for the establishment of the task faa®the fact that foreign trade statistics
delivers data to balance of payment statisticsciwheed to be conceptually adjusted. In light of
this, one goal was the formulation of so calledredliation tables which should enable all EU
member states to make the necessary adjustmethiss toreign trade data to fit the system of
balance of payments statistics using EU consistexthods and practices.

Box 24.3
Development of the reconciliation table in the EU

The methodological and conceptual differences efttfo systems in the area of cross-border tragedds were
identified. In particular:

- comparison of the fundamental methodological appines to foreign trade statistics (to record adics which
add or subtract from the stock of material resogiafea country by entering or leaving its econotaititory) and
balance of payments statistics (to record the ohafigwnership between residents and non-residents)

- any differences between the EU concept and redticoncept;

- different evaluation methods (cif/fob or fob/fatglculation of conversion factors for switchingween both
concepts)

- compilation of processing trade, repairs and teaiance;

- treatment of specific goods and movements (dégnge of economic ownership for vessels and ate)raf

Furthermore, specific compilation problems (e.goécts of changes in customs law) were discussedodel of
the reconciliation table developed by the taskdotitis not provided in this Manual since it isyweomplex and
aligned with the specific situation in the EU

222 Description provided by Germany.
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Chapter 25 Metadata

25.1. Introduction This chapter is based on IMTS 2010, chapter @ata quality and

metadata. It describes all the information aboettthde data which should be considered
metadata. It explains that metadata are relevanhécorrect understanding of the content,
coverage and limitations of the data, and provgledance on the correct interpretation of the
trade statistics. Metadata exist at various legétetail, namely at the overall level indicating
what the coverage of the trade statistics is, awvd data are collected and processed; at the next
levels information can be given about the main datéables, such as commodity classification,
country nomenclature and country coverage, or ¥@inaand on specific trade flows. This
chapter provides advice and examples on how bgsegent and disseminate the metadata.

A. Basic concepts

25.2. Definition and role of metadatdetadata are “data about data” that enable anilitéte
sharing, querying, understanding and using stedilstiata over the different stages of collection,
compilation and dissemination, and at their variewgls of aggregation (i.e., from microdata to
marcrodata). They encompass administrative facatahe data (who has created them and
when), definition of concepts applied, as well asatiption of how data were collected and
processed before they were disseminated or storadiatabase (see IMTS, par. 9.20). Metadata
are not only important for users, but also playwci@l role in the statistical production process,
as common standards and definitions should beweltbto the extent possible throughout all
statistical domains in order to facilitate the Imdk and integration of statistical information.

25.3. Structural metadataStructural metadata are identifiers and descripttiish are
essential for discovering, organizing, retrievimgi @rocessing statistical datas&ts They can

be thought of as the ‘labels’ that need to be aasmtto each data item in order for it to have a
meaning at all. In the context of international amemndise trade statistics, structural metadata
include items such as unit of measurement, timegecommodity code, identification of
reporting and partner countries (country codegntification of trade flow, etc. Structural
metadata also includes the information requirdithtodata points across periods in order to
obtain meaningful time series.

25.4. Reference metadatReference metadata are of a more general naturarenydrefer to
specific statistical data, to entire data colletsior even to the institution that provides the
data”?**More specifically, in the context of internatiomaérchandise trade statistics, reference
metadata items include: (a) explanations of theepts and definitions adopted and their
practical implementation (e.g., coverage and vaat (b) details on the methodologies used
for the generation of the data (e.qg., specificatbibdata source(s), description for sampling
framework in case of survey-based data, descrigtiatata validation and editing techniques,
etc.), and (c) information describing the variouslgy dimensions of the resulting international

223 See BIS, ECB, EUROSTAT, IMF, OECD, UN, andWerld Bank (2009)SDMX content-oriented guidelines
Annex 4: Metadata common vocabulary
2241bid., p.6

261



merchandise trade statistics (e.g., relevance racgutimeliness, methodological soundness,
coherence, and accessibilifyy.

25.5. Metadata and data qualityfhere is a bidirectional relationship betweenadata and

data quality. On the one hand, metadata provitkld®n the various quality dimensions of
international merchandise trade statistics, asdtatthe previous paragraph. On the other hand,
the availability of adequate metadata to usens itself an indicator of the accessibility of
international merchandise trade statistics (seeSMU10, paras. 9.17 and 9.21). Compilers
should aim to provide users with all the metadatpired to understand both the strengths and
the limitations of the international merchandisal# statistics they produce, documenting in a
timely manner all methodological aspects underlyirgydata which are relevant for their proper
use and interpretation (e.qg., definitions, clasatibns, scope, confidentiality issues;).

25.6. Institutional arrangements for metadata compilatido reduce the burden associated
with trade metadata projects, it is a good pradbceompilers to closely cooperate with the
specific units responsible for ensuring within tiaional statistical system that metadata is
produced, that it adheres to a standard formattlaatdt is properly maintained and updated.

B. Presentation and dissemination of metadata

25.7. Layered presentation of metada@ompilers of international merchandise tradastes
must make sufficient metadata available to endidddast and the most sophisticated users to
readily assess data and their quality (see IMT®2p4ara. 9.22). It is a good practice to structure
metadata in layers of incremental detail while jlong clear links between high-level and
specific metadata concepts. Such layered presentaliows meeting the needs of diverse
groups of users who may have different levels atistical expertisé=°

25.8. Presentation of structural and reference metad®r'S 2010, para. 9.22, recommends
that structural metadata be presented as an ihfg@teof the international merchandise trade
statistics database in a way that it can be exdattgether with any data item and published as
part of statistical tables; on the other hand,rezfee metadata can be presented as a detailed
explanatory note describing the scope, coverageqaality of a data set and be made available
electronically alongside the database or in spgeiblications.

25.9. Use of standardized metadata conceltts. recommended that the dissemination of
metadata related to international merchandise statestics be done in compliance with the
approach adopted by a given country to metadatsa@ll areas of economic statistics (IMTS
2010, para. 9.25). Whenever feasible, therefoigs,datgood practice that compilers of
international merchandise trade statistics strectmd present their metadata using standardized
concepts that are relevant across statistical dmi(aig., by adopting cross-domain concepts
from the SDMX framework or OECD Glossary of Statigt Terms). The aim should be to
promote harmonization of statistical informatiorddheir related high-level metadata across
various institutions and statistical domains, evesome specific metadata concepts are not
applicable or are organized differently in differéomains or institutions.

2251bid.,Annex 4: Metadata common vocabulary
226 See OECDData and metadata reporting and presentation hamdb2007, p. 22
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25.10. Linking data and metadaté&s metadata are generated and processed during steer

of the compilation process, there is a strong meguent for a metadata management system to
ensure that the appropriate metadata retain ih&s With data. IMTS 2010 recommends that
metadata dissemination be an integral part of ibsedhination of international merchandise
trade statistics (IMTS 2010, para. 9.25). A goaatfice in this regard is to actively link
metadata to the statistical data they describeyaedvers&?’ by implementing metadata-driven
systems and management systems for metadata alengrious stages of the statistical
production process. There are several informatiodehspecifications that can contribute to
achieve this goal (most notably SDMX and Bt3), which are designed to perform different
functions but can be used together in the samermsysir complement each other in the
compilation and exchange of data and metatfata.

25.11. Metadata registriesA metadata registry is a central repository (usualtlatabase itself)
with information that allows linking the detaileé@fthitions (semantics) and the codes
(representations) of the metadata items used wibdesa particular statistical dataset. The Euro-
SDMX registry is an example of a metadata regi@utyich implements the SDMX registry
specifications)™°. It is a good practice that compilers of internaéiomerchandise trade statistics
put special emphasis on the development, maintenamd dissemination of metadata registries
at the national and international level in ordemtprove the harmonization, standardization,
use, re-use and interchange of their metatfata.

25.12. Access to metadat&ompilers international merchandise trade stesishould make
every effort to ensure that users have ready atogsgstadata through multiple dissemination
channels, both in printed and in electronic for(wdtereby Internet dissemination plays a key
role). As a general rule, as metadata is considesdthving a high public good component, their
on-line dissemination should be free of chargeardigss of whether the international
merchandise trade statistics they describe arerdissited for a fee according to the compiling
organization’s policie$*

C. Metadata items relevant for international merchandise trade statistics

25.13. Structural metadata items for international merctieme trade statisticsThe following
are typical structural metadata items that belortpe trade values and quantities in each
international merchandise trade statistics da{@eetIMTS 2010, para. 9.23):

(a) Reporting countryidentification of the country which reported theen data set.
(b) Reference periaddentification of the specific month, quarterayeetc.

227 Ibid.

228 The Data Documentation Initiative (DDI) is dfod to create an international standard for dieseg data from
the social, behavioral, and economic sciences.

229 See, e.g., A. Gregory, P. Heus and J. Rys$2009), “Metadata”, Working Paper No. 57, Germamu@ul for
Social and Economic Data (RatSWD).

230 See par. 9.29 on the Euro SDMX Metadata Stre¢®ESMs). Eurostat's Metadata Server is available
http://ec.europa.eu/eurostat/ramon/index.cfm?TahdeDSP_PUB_WELC .

231 The ISO/IEC 11179-1 International Standard jles a more general discussion of metadata rezgstri

232 See OECDData and metadata reporting and presentation hamdb@a007, p. 22.
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(c) Trade flow Whether the data refers to exports, imports xmeds, etc.
(d) Commodity codddentification of the commaodity or commodity grou

(e) Commodity descriptiarStand-alone descriptors of the commodity codesatievel of
aggregation?®

() Commodity classificatiarName of the classification used to report thadatg.,
HS2007, SITC Rev. 4, national classification, etc.)

(g) Partner country or regionldentification of the partner country or region

(h) Country or region classificatiofe.g., 2- or 3-alpha ISO country codes; UN Stathdar
Country or Area Codes for Statistical 3¥getc.), including information on the country-
composition of geographical regions.

() Currency unit Identification of the currency unit (e.g., natabrcurrency, US dollars,
etc.) in which trade values are expressed

() Mode of transport

(k) Weight unit Identification of the weight unit in which trad@antity data (net weight
data) are expressed

() Supplementary quantity unitentification of the unit of measurement by Hile in
which supplementary trade quantity data are exptess

(m)Valuation Whether trade values are expressed in FOB oté&ihs.
(n) Custom procedure coder applicable transaction code)

25.14. Reference metadata items for international mercisnttade statisticsThe following
items are typically part of the reference metadatociated with international merchandise trade
statistics (see IMTS 2010, para. 9.23):

(a) Legal framework and institutional arrangemef(dsy., references to relevant laws and
regulations, role of all institutions involved inrapilation, etc.)

(b) Underlying concepts and definitio(s.g., definition of statistical territory and dea
system used, definition of statistical value, scopmternational merchandise trade statistic and
their relationship to national accounts and balayfgeayments statistics, etc.)

(c) Description of data sources used and methodologhat integration(e.g., customs
declarations and related customs records, non{tissémiministrative sources, enterprise surveys
and a brief description of how data obtained frbese sources are merged to create an
integrated data set)

233 The Harmonized System (HS) often does not geosiand-alone descriptors of individual commodagles, as
the titles of the HS headings and subheadings oftemot describe their scope (e.g., such titiéetmers”) or allude
to other headings and sub-headings as well astioss, chapters or headings notes. While not esige as the
legal text, stand-alone descriptors provide anyastcessible and concise indication of the scdpheoHS codes.
234 See http://unstats.un.org/unsd/methods/m49/ipA&itm
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(d) Description of data collection and data procesgmgceduredqe.g., frequency of data
collection, description of specific procedures us®dlata collection, validation, editing,
aggregation, etc.)

(e) Estimation methodge.g., estimation of value of trade below custama statistical
thresholds, CIF-FOB adjustments, estimation of tjtias, etc.)

() Dissemination policye.g., release and revision schedules)

(g) Additional explanations and footnotes concerningdhata as require¢e.g., explanatory
notes on revisions, breaks in series, applicatfaoofidentiality rules, treatment of special
categories of goods, etc.)

(h) Quality reporting

D. Country practices

25.15. Example of United Statebletadata on the international merchandise tréatesscs of

the United States is made available on-line atihiéed States Bureau of the Census website in
a “Guide to Foreign Trade Statistics™ This resource provides a detailed descriptiothef
United States Foreign Trade Statistical Progranand,includes information on the legal
framework (“Authority”), data sources, concepts aedinitions (e.g., commaodity classifications,
coverage, valuation, quantity measurement, dateaafrding, etc.), data processing procedures
(e.g., seasonal adjustment, constant dollar adgrghmestimation methods for low-valued
statistics, quality reporting (e.g., non-samplimges, comparability issues, etc.), and data
revision policies. This metadata disseminatiomuese also includes contact information and
other sources of information about the United St&iereign Trade Statistics programme.

25.16. Italy. At ISTAT, the main foreign trade statistics disseation tool is the web-based
system Coeweb, which allows free of charge dowrdpadvide range of standardised and
customised statistical tables and a special seftiometadata. In particular great efforts are
made to enlarge accessibility of metadata, enrgcthie sections devoted to users’ support in
issues like commodity and geographic classificatipncluding correlation tables which are
updated yearly), methodologies related to speisfiaes (such as electricity and gas),
documentation on regulations and national law. Aglish version is available for a lot of
issues. Methodological warnings are presenteda@sdites of downloadable tables by dynamic
notes (about 5.000 notes) warning users of poss#éueats in the interpretation of data and
inviting them to access more in-depth informatibtha specific metadata section

25.17. Brazil. Metadata pertaining to Brazil's international otendise trade statistics are
available in Portuguese, English and Spanish thrdlig on-line AliceWeb2 system
(http://aliceweb2.mdic.gov.br/). The concepts aatinitions of the main variables are as
follows:

(a) Exports -corresponds to goods shipped to the outside wittedutn;
(b) Imports -corresponds to the entry of goods originating fautside, without return

235 See www.census.gov/foreign-trade/guide/sec?.htm
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(c) Commaodity for the purpose of the classification of goodsa# has used since 1996,
the common classification of Mercosur (NCM), alsed by other countries of the block
(Argentina, Paraguay and Uruguay), based on thenblaized System commodity description
and coding.

(d) Country of destination (for exports}or the purpose of dissemination of export
statistics, country of destination is the last doprknown at the time of the exportation, to
which goods are to be delivered, irrespective loéng they have been initially dispatched to and
whether or not, on their way to the last country.

(e) Country of origin (for imports) For the purpose of disseminating statisticsnoparts, is
the country where they were grown agricultural piid, minerals extracted or produced the
goods manufactured in whole or in part. In theslatase, the country of origin is that when it
was completed the last phase of processing thauptadiopts its final form (as a concept
defined by the Convention of Kyoto).

() Economic bloe the countries are grouped by economic blocKeviohg the formation
of geo-economics regions and international agre&néncountry may be part of more than one
economic bloc.

(g) State (Unit of the Federation)For the purpose of disseminating statistics quoets,
state is the Unit of the Federation where agricaltproducts were grown, minerals were
extracted or manufactured goods were produced olendr in part. In the latter case, the state is
the one that has completed the last stage of metowiiag process in which the product takes its
final form (the concept of origin). In the casemports, state is defined as the state where is the
tax residence of the importer.

(h) Mode of transport in the case of exports, this refers to the meatsinsportation used
from the last place where the goods are shippeabdbin the case of imports, it refers to the
means of transportation used at the first poirgrdfy of goods into national territory. In
accordance with the framework of the Mercosur coesit Brazil takes the following forms of
transport: sea, river, lake, air, postal consignisyanail or courier shipments, railway, road,
pipelines, transmission line (cables) and self-phepd goods.

(i) Port- For exports, this refers to the port or airpeiere the shipment of goods is
effective, or the last place where the good led@ve<ountry. In the case of imports, it is the port
or airport where the goods are unloaded or thedmable place where the goods enter the
country.
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Box 25.1
Towards the implementation of SDMX and DDI for IMTS — Experience of Mexico

The SDMX standard is designed for exchanging siedisdata and metadata between two or more pattner
This is particularly interesting to Mexico, whicha federal country, because SDMX can support daidtional
information sharing system and its links to oth#oimation sharing systems at the internationatlle¥ollowing
the decision to adopt the SDMX standard, the MexNational Institute of Statistics and GeograpiWNHGI) has
started developing the infrastructure required &kendata and structural metadata available thrawgghservices.
In accomplishing this task, tools developed by Etabas well as the support of OECD have been velpful.

The data (and related metadata) for a given statistomain are structured in SDMX according tdata
Structure Definition" (DSD). The DSD describes #ieicture of a particular statistical data flowothgh a list of
dimensions and a list of attributes (and their eisged codes).

Mexico is working on the adoption of SDMX technojdg statistical projects of various statisticahumins.
However, in January 2011INEGI decided in partngrstith OECD’s Statistics Directorate to give prigrio the
conversion of the “Annual Trade by Commodity” diéav to SDMX. By the beginning of 2012, this datevi was
released by INEGI for testing purposes in a welbiseyr and it is expected to receive feedback fraeCO. The
DSD for this data flow will include dimensions suah frequency, reference country, trade flow (etgpdmports,
etc.), commodity code (from HS2007 classificatior@luation (FOB or CIF terms), partner country @gion, and
reference period. It will include attributes likait of measurement and observation status.

The issue of metadata is also covered in Mexicoutdjin the implementation of the Data Documentation
Initiative (DDI) as a fundamental tool for the igtation of metadata for international merchandiadé statistics.

The project is carried out with the support andieglof the World Bank. INEGI's policy is to usethstandards as

linchpins for the metadata of the national statédtprojects, thus strengthening the National $ysiéStatistical

D

and Geographic Information.
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Chapter 26  Dissemination

26.1. Introduction This chapter is based on IMTS 2010, chapter a@issemination. It
describes the factors to take into consideratioarwdstablishing the dissemination policy for
international merchandise trade statistics atélspansible national agency. These factors
include: timeliness-accuracy tradeoff; statistwahfidentiality; revision policies; cooperation
with government entities, compilers of balance @fmpents and national accounts, users, and
mass media; clarification of types of data issw@el the use of information technology to
improve the data dissemination. The last sectiahisfchapter also covers issues related to a
combined dissemination of statistics on internaidrade in goods and services.

A. Role of data and metadata dissemination

26.2. Importance of disseminatioAvailability of official statistics in general drstatistics of
international merchandise trade in particular is ohthe cornerstones of public confidence in
good government as such statistics can inform ébaid and decision-making both by
governments and by the wider community. In thisteenIMTS 2010 highlights the importance
of countries’ adherence to thitN Fundamental Principles of Offici8tatistics which, inter alia,
state that®®

(a) Official statistics “provide an indispensable elernia the information system of a
democratic society, serving the Government, th@eaey and the public”;

(b) These statistics should be made “available on graitial basis by official statistical
agencies to honor citizens' entitlement to publforimation”;

(c) The statistical agencies should “facilitate a cdrieterpretation of the data”, and,
therefore, have “to present information accordmgdientific standards on the sources, methods
and procedures of the statistics”; and

(d) The statistical agencies “are entitled to commaen¢woneous interpretation and misuse
of statistics”.

26.3. Inthe light of these Principles, the disseminatibtrade data and metadata is an integral
part of the national programme of trade statisdiod should be carried out with great care and
attention to the needs of users while, at the sam& ensuring adequate confidentiality of data
providers.

B. Factors to consider in data and metadata dissemation

26.4. Compilers of international merchandise trade gtesigre advised to consider the
following factors in designing and implementingaland metadata dissemination strategies.
Each of these factors will be subsequently disaisse

(a) Variables to be made available;

(b) Timeliness of data and metadata dissemination;

(c) Coherence between disseminated datasets;

(d) Statistical confidentiality;

(e) Revision policy;

236 The Principles are available at http://unstaterg/unsd/methods/statorg/FP-English.htm
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() Groups of users and their specific needs;
(g) Formats and means of dissemination.

1. Variables to be made available

26.5. Minimum set of data and structural metadata itembé disseminatedMTS 2010

provides certain recommendations and encouragenmerdspect of what kinds of data and
structural metadata items should be disseminategly Tan be summarized as follows. Countries
should release international merchandise tradeststatfor four trade flows (exports, re-exports,
imports and re-imports), detailed by 6-digit HS es@nd by categories of goods recommended
for separate identification, with respect to eaeldihg partner using appropriate criteria for
partner attribution, in applicable statistical v@and quantity units and by mode of transport.
Table 26.1 lists a suggested set of data and nmtatadens to be disseminated, as well as their
possible values.

Table 26.1
Set of possible data and structural metadata item® be disseminated
Variables Possible values
Reference period E.g., identification of year fonaal data, identification of year andg
month for monthly data, etc.
Trade Flow “Exports”, “Re-Exports”, “Imports”, oRe-Imports”

Commaodity or commodity | 6-digit HS commodity code, 4-digit HS heading, HSa@ter, etc.
aggregate
Commaodity classification E.g., “HS 2012”, “HS 200Q¢&tc

Country of last known E.g., ISO alpha-3 country code
destination (for exports)

Country of origin (for E.g., ISO alpha-3 country code
imports)

Country of consignment E.g., ISO alpha-3 country code
(both for exports and

imports)

Mode of transport E.g., “Air", “Water”, “Land”, antheir subdivisions

FOB Value Monetary value

CIF Value Monetary value

Currency unit E.g., “National Currency”, “US Dolfaetc.

Quantity (net weight) Physical quantity (in kilogna)

Supplementary quantity Physical quantity (in supggatary unit of measurement)
Supplementary unit of E.g. “Liters”, etc.

measurement

Custom procedure code (of Code of the customs procedure applied to individhaadsactions by
applicable transaction customs; any applied procedure or transaction danetoms
code)* procedure codes are not available or if additicoales are used

* This information is requested to obtain additibimformation about trade transactions for stat@tpurposes such
as re-exports, re-imports, goods for processingitatna-firm trade. However, national practiceshie use of
customs procedures vary considerable and in migihdlvays possible to derive the desired informmatio

26.6. Dissemination of new items recommended or encodrbgeéMTS 2010t is a good
practice to disseminate newly recommended and eaged data items (e.g., imports valued
FOB, in addition to imports valued CIF) in a wagtls not confusing to users. The two tables
provided below illustrate dissemination requirenseot (a) aggregate trade flows by partner
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country and mode of transport (Table 26.2), andiétqiled trade data in accordance with the
IMTS 2010 recommendations (R) and encouragement& éble 26.3).

Table 26.2
Dissemination matrix: Aggregate data and structuralmetadata
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Table 26.3
Dissemination matrix: Detailed data and structuralmetadata
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2. Timeliness

26.7. Timeliness of first data releas@smeliness is defined in IMTS 2010 as the length of
time between an event (the end of the referended)eand the availability of statistical
information about this event. IMTS 2010 encouragmstries to issue the first releases of data
as follows: (a) monthly totals of exports and impawithin 45 days after the end of the reference
month, at least by major trading partners and bamiemodity breakdown; (b) quarterly data
within 60 days after the end of the reference qua(t) annual data within 90 days after the end
of the reference year.

26.8. Advance release calenddMTS 2010 further recommends that (a) countrieoange in
advance the precise dates at which those statvgifidse released and revised and (b) this
advance release calendar is posted before therbegiof each year on the website of the
national agency responsible for the disseminatidheofficial trade statistics. While
implementing those recommendations and encouragsrés a good practice to make clear the
dates on which the provisional estimates and tied tiata (no more subject to regular revision)
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will become available. Also, it is a good practioenform users about availability of such
calendar using all appropriate means of commurinati

26.9. Dealing with the timeliness versus reliability aamcturacy trade-offln producing data
there is usually a trade-off between the timelinesasthe one hand, and the reliability, accuracy
and level of detail of the published data, on ttteeohand. Recognizing this trade-off, IMTS
2010 encourages countries, while making relevacisois, to take into consideration a number
of factors such as user requirements, timing otthikection of initial data by the customs
administrations and other source agencies, theneatal timing of data revisions of the major
data source, and modes of data disseminationalgmod practice to explicitly discuss this trade-
off with major user groups, to reach an understasndn the best solution, and to make this
understanding publicly available.

26.10. Early dissemination of provisional estimat&s. improve timeliness in the dissemination
of international merchandise trade statistics & good practice to publish on a regular basis the
provisional estimates of total exports and impasswell as of trade by major commodities and
partners, soon after the end of the reference ¢gheBHoch estimates, by their nature, would be
based on relatively limited data content and ateetoeplaced by more accurate, but less timely
figures at a later date. However, compilers aretsumust be aware of the tradeoff between
quality (size of revisions) and timeliness - eifgs generally not a good practice to publish
frequently large revisions; and quality aspectdrteebe taken into account when deciding on
the frequency of publication.

3. Coherence between disseminated datasets

26.11. Coherence of monthly, quarterly and annual daany countries use additional
information for the compilation of annual tradetistacs. In this connection IMTS 2010 stresses
that the data for the fourth quarter (or for thelfiih month) need to be compiled and
disseminated in their own right and should not éeved as the difference between the annual
totals and the sum for the first three quarters{even months) in order to provide undistorted
data for all months and quarters. It is a goodtprado provide in reference metadata an
appropriate explanation in this respect to assistauin the correct interpretation and use of the
data. It is also a good practice to make userseafgparticularly significant cases of non-
additivity over time, and to provide the reasonstifeir existence.

4. Statistical confidentiality

26.12. Statistical confidentiality vs. user nee@atistical confidentiality refers to the proieat

of information of individual statistical units am@s to be differentiated from other forms of
confidentiality under which information is not dessinated due to other considerations, for
example due to national security concerns. Iltge@d practice by compilers of international
merchandise trade statistics to always strive fiotlacoverage of all trade transactions which are
in scope of IMTS while applying appropriate methtal&eep certain information confidential.
IMTS 2010 recognizes the necessity of both statifionfidentiality and of balancing it against
the need for public information in cases whereapglication of statistical confidentiality would
limit or make it impossible to provide sufficient meaningful information. It is also good
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practice to disseminate along with the data a dadine indicator of the amount of goods
subject to confidentiality.

26.13. Development and implementation of confidentialities.IMTS 2010 recommends to
apply passive confidentiality.e., to treat data as confidential only when the tradquests so
and the statistical authority finds the requedtifjesl based on the confidentiality rules, as much
as possible, unless the use of active confidetytislialready the established, desired and
accepted practice. It is further recommended thatippressing data due to confidentiality, any
information deemed confidential (suppressed) berted in full detail at the next higher level of
commodity and/ or partner aggregation that adetyuptetects confidentiality. However, the
implementation of recommendations on statisticafidentiality depends to a large extent on
each country’s legislation and the general contidéity policy adopted by its statistical system.
An important challenge in the implementation of fadentiality rules is to ensure that
confidentiality is applied across all the differefdssifications in which data are disseminated.
Examples of good practices in development and impigation of confidentiality rules are
provided in Box 26.1.

Box 26.1
Treatment of confidentiality in Germany

Passive confidentiality in Foreign Trade statisteceegulated by European law*. Importers and etgrer
submitting Intrastat/customs declarations in Gelyraan make an application for confidentiality, upanich the
Federal Statistical Office examines whether thdidentiality is justified or not. Two criteria arelevant for
establishing confidentiality: the maximum numbepafties responsible for providing the informat{®®l, which
are the traders, importers or exporters) and thealed “p% rule”. The first criterion is applickebif there are three
or more PSls involved. The second criterion, ormp®é, involves calculating the difference betweataltvalue and
second largest value; if the difference exceedsatfyest value by less than p%, then one PSI isrthting; the
value of p% is determined by the National Stat@t@ffice.

The request for confidentiality is granted if tHeowae criteria are met in a majority of the 12 poiog reporting
months. In case of doubt, the decision is alwaydema favour of confidentiality.

“Primary confidentiality” is implemented both byn@er countries (with the results of specific drcaluntries
being suppressed, flagged as confidential and suhupeinder position “confidential countries”) ang b
commodity codes (with the results of specific cobemg suppressed, flagged as confidential and sdwp under
a specific code number within chapter 99).

Each confidential commodity code (or partner cogmeeds a counterpart (“secondary confidentiglity”
Otherwise, confidential values could be recalcddig results on higher commaodity levels or by ressah other
classifications (e.g. SITC). The aim of findinguatable counterpart is to protect data but withinimum loss of
information. It's desirable to find a close-by ctenpart to a confidential commodity code. The re®p is to check
if the counterpart commodity code is fitting fol ather classifications used in foreign trade stats (e.g. SITC,
CPA) as suitable “secondary confidentiality”.

Confidentiality of data is always granted for therent and the following years. After expirationtbis term,
companies have to submit a new application. Otlemthie data are published again. Data once masked a
confidential are kept confidential forever.

* Regulation (EC) No 471/2009 Article 10, Regulati@&C) No 638/2004 Article 11.

26.14. Informing about confidentiality rulest is a good practice that all countries devedop
publish an overview of their confidentiality rulesth respect to international merchandise trade
data so that data reporters are assured thatritfeito confidentiality is guaranteed while data
users are informed about certain data limitatiensbling them to use the data more
appropriately. It is also a good practice to pdeviisers details on what data areas are affected
most by the application of confidentiality rulesdathe magnitude of this effect.
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5. Revision policy

26.15. Features of a good revision polidgecognizing that data revisions are an essqdial

of country practices, IMTS 2010 encourages cousitoedevelop a revision policy that is well
designed, carefully managed, transparent and welldinated with other areas of statistics and
hence, allows users to cope with revisions in éesyatic manner. The following are some good
practices in relation to the revision policy:

(a) Availability of a detailed description of the rein policy on the responsible agency’s
website;

(b) Reasonable stability of timing of the revisionsnfrgear to year;
(c) Predetermined timing of revisions (clearly reflecte the data release calendar);

(d) Prior notification to users whenever a revisionuiegs changes in the time series going
as far back as the beginning of the series torreta@thodological consistency, explaining the
reasons for the revision and providing informatoonits possible impact on the data;

(e) Easy access to sufficiently long time series ofsed data;

(H Dissemination of all revised monthly, quarterly amhual data to ensure consistency of
all data available to users, including seasonaljysied data and indices;

(g) Adequate documentation of revisions in the staasfublications and databases.

(h) Coordination of revision policy with non-customgalaroviders which might be the
origin of large revisions

(i) Establishment of a vintage database to measuzbef revisions and generate quality
indicators

26.16. Country experiences in setting up and implemematiogood revision policy are
described in Box 26.2.

Box 26.2
Revision policy of the Philippines

The previous month figures are revised to includeudnents that were submitted late and were notidied before
the cut -off date, i.e., for export 10 days aftex teference month and for imports 25 days afeerd¢ference month
The revised month figures are reflected in the meomth’s Press Release.

Processing, cleaning, and updating of data filggréaluce final tabulations is done for exports 5 ttays after the
Press Release date, and for imports 5 to 10 désgisthé Press Release date.

Revisions are also due to:
a) Consistency between FOB values and ve|lroth in gross weight in kilos and quantity.
b) Validation of values to ensure credipiind accuracy of the final figures.
¢) Adjustments due to scope and coverage.
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6. Users

26.17. Diversity of user groups and needskey to the usefulness of trade statisticssdibad
dissemination. Trade statistics are compiled tuesé#re needs of many users, including
governments, business community, mass media, negrgmental organizations (NGOSs),
compilers of other economic statistics such asneal@f payments and national accounts,
various regional, supranational and internatiomghnizations, researchers and the public at
large. The uses of trade data are numerous and femg the development of national, regional
and international trade and general economic @dith market analysis, determination of the
economic characteristics of traders, infrastrucplagning and provision of input into the system
of national accounts and balance of payments ststis

26.18. Equal treatment of userBVITS 2010 recommends that all users are treatedlggand
data are disseminated without preference to angmadtor international user group. To ensure
that such treatment is upheld it is a good prad¢tiamake all kinds of trade data available to all
users at the same predetermined time.

26.19. Monitoring of data dissemination needs of usérs a good practice to systematically
monitor changing user needs in order to ensureehigdlevance of the compiled data. Such
monitoring, as well as subsequent actions takesyldhe part of interagency cooperation
efforts within the established institutional arrangents. It is a good practice to establish close
and long-term relationships with representativesiajor user groups in order to identify the
most effective ways of data and metadata disseramakhis might be done via standing
advisory committees as well as via ad hoc promatiements. National and world statistics days
can be used in this connection.

26.20. Surveys of user satisfaction regarding data diseatron.In order to ensure the most
effective dissemination it is a good practice tadwact user satisfaction surveys. Such surveys
might identify user groups which might be given mattention as they might lack certain
technical means of accessing data or might need oeiailed explanations with respect of how
to use data properly. A well designed user satigfasurvey regarding data dissemination
would normally focus on the following aspects ofaddissemination:

(a) User-friendliness of the trade statistics dataliateeface;
(b) Clarity and completeness of available metadata;

(c) Desirability of continuation of traditional papeulgications
(d) Ways to improve data and metadata presentation;

26.21. Outreach activitieslt is a good practice to conduct regular outreadivities aiming to
help users to better understand data and put théhe tmost effective use. These include efforts
to improve the statistical literacy of users angnevent misinterpretation within the context of a
broad public relations strategy to deepen the gépeiblic’'s understanding of the importance of
statistics. As examples, the following outreactivétes can be encouraged: conducting
seminars focused on specific user groups; offemtayials and user guides explaining how to
find data on the dissemination website; organiziress conferences and including contact
information in press releases to assist userseicdinrect interpretation of the statistics;
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participating in annual conferences of user grobpsk fairs and other suitable events;
launching awareness campaigns, such as a “Natiatstics Day/Week/Month”.

26.22. User support to ensure correct interpretation ofad&Vhile statistics can be acceptably
used and interpreted in many different ways, itnportant to maintain trust in, and the
credibility of, official trade statistics. Hencegaod practice by the responsible statistical agenc
is to prevent obviously erroneous interpretatiothef data, and undertake the necessary
corrective actions if such faulty interpretatiome detected (for instance, conducting press
conferences and press releases, and writing léttéehe editors publications where
misinterpretations have been detected). A goodipeato avoid misinterpretation of data is to
place special attention to establishing direct actstwith other government agencies,
international organizations and universities, &s¢hare users of foreign trade statistics whose
analyses have major impact on public policy andipupinion.

7. Formats and means of dissemination

26.23. Both data and metadata can be disseminated inugaftomats and by various means.
IMTS 2010 recommends that countries choose themisgtion format and means of
dissemination that best suits their users’ needsielw of diversity of user groups it is a good
practice to adopt several formats and means oéulisgtion to ensure that data and metadata
are effectively delivered. For example, pressasds of international merchandise trade
statistics aimed at the general public have toigsethinated in ways that facilitate re-
dissemination by mass media, while more compreliertidetailed statistics intended for
researchers need to be disseminated via on-lirdadses, with hard copy publications used as
reference materials.

26.24. Redesigning paper publicationsis a good practice to periodically redesign pape
publications in order to make use of the innovatixg's of data and metadata presentation and
better reflect the user demands. In this connedauntries are advised that it is no longer
necessary to issue paper publications in an olddasd way containing a set of tables or
providing very detailed data on trade in partic@ammodity groups and partners. A better
practice is to focus such publications on the nied@ures of a country’s external trade,
presenting data in a more user friendly way byntespto enhanced visual elements such as
color charts and by adding more analytical infoiorat

26.25. Centrality of electronic databasedTS 2010 recommends that the official countadi
statistics are made available to users througlkeldetronic databases maintained by the
responsible agency. It is a good practice to enatesuch databases:

(a) Allow free and equal access to all users to ang datord considered part of official
trade statistics;

(b) Contain an extensive metadata and knowledge base;

(c) Allows to make queries easily and with a user-filignnterface on the entire database,
and to download query results in the commonly wededtronic data formats (such as comma-
delimited text files) thus reducing the need forspaalized handling of most data requests and
greatly enhancing efficiency of data dissemination;
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Box 26.3
Centrality of electronic databases for data dissemation — The case of Brazil

The System of Analysis of Foreign Trade Statistkd&eWeb2 (http://aliceweb2.mdic.gov.br), is thesh
important way to disseminate Brazil's foreign tradatistics. It was released in 2001 with the ammbdernize the
means of access and the systematic disseminatistatidtical data of Brazilian exports and impolsAugust
2011, the MDIC / SECEX updated the system, comigitlire evolution of information technology and exgeece
gained in 10 years since its launch, with the isicin of new variables and adding periods. Accefeésafter
registration. There are currently over 200,000steged users from 144 countries. The system idadolaiin
Portuguese, English and Spanish.

AliceWeb?2 disseminates detailed Brazilian intermadl merchandise trade information up to the edibit
level of the NCM, by the partner country and ecoimloioc, and also by state and municipality, pdibading and
unloading, and mode of transport. It provides thdé balance by any of the variables of consuliatim a monthly
basis, and according to the desired period. Thiesyalso enables the generation of files for doaatlim Excel and
ASCII formats (txt structured) automatically semtlie e-mail account. The system data are updabedhhy, as the
released of the trade balance, and is based ombttimed from the Integrated Foreign Trade System
(SISCOMEX), system that manages the Brazilian fpréfade. Are available for consultation monthlyadand
accumulated data since January 1989 (they are #ireatterabytes of data).

Trade information is expressed in U.S. dollarscondition of sale FOB (Free on Board), and netdt#on.
When the search includes a variable commoditydessihe above information, the amount will appadhé units
of the commodity trading unit (statistical unit)catineir average prices. The following informatisravailable, both
for exports and for imports:

- Goods at all levels of the Harmonized System (3, @r, 8 digits of the NCM)
- Countries of destination or origin

- Economic blocks of destination or origin

- Member States producers and importers

- Municipalities exporters and importers

- Ports of loading and unloading

- Mode of transport

Others system features are:

- Selffilling in the search for commodity codes

- Up to six concurrent periods monthly and / or acolated

- Basket Products: consultations with several NCMuiameous

- General Total: monthly series of one or more vaeislsombined

- Trade Balance: the monthly export and import tracdele flows and general balance or by variablekérsame|
consultation

- Auxiliary tables: all codes / names of the variahlsed in the system

For further information, contact: aliceweb@mdic.dwv

26.26. It is also a good practice to use tools of sociatiia as additional tools to reach trade
statistics users and in particular journalists.

26.27. Regular data dissemination should satisfy mosbtfatl user needs. However, some
users might have special needs which would requiite complex data extraction, which the
users themselves might not be able to perforns.dtgood practice to offer such users premium

data extraction services on a fee basis. Courdhesld ensure that users are made fully aware

of all available options for obtaining the requickata.
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8. Dissemination of metadata and information o dpiality

26.28. The provision of adequate metadata and qualityrtem the international merchandise
trade statistics are as important as the provisfdhe statistical data itself. IMTS 2010 take®int
account a broad spectrum of metadata requiremadtsegognizes that different levels of detail
of metadata can be considered by countries fodiggemination. In this context IMTS 2010
recommends as a minimum the segmentation of metauattwo levels (reference and
structural metadata) and developing appropriatensiefitheir dissemination. It should be
recalled that reference metadata are intendedefaildd description of the scope, coverage and
quality of a data and can be presented separatetydata, while structural metadata items are
an integral part of statistics database and shoelleixtractable together with any data item (see
chapter 25).

26.29. It is a good practice to make reference metadadadole to users in a separate document
placed on the website of the responsible agendy aviink to the data query window, so that
users are immediately informed about existencermpdrtance of such metadata. Reference
metadata can be made available in separate pabkcgiion as well and used in various
outreach activities. It is important that referemoetadata are compiled following the
recommendations contained in IMTS 2010, para. 9\ respect to structural metadata it is a
good practice that data query options includeedivant metadata variables and they are
extracted by default unless explicitly “unclickealy the user (e.g., , value data should be
extractable with FOB or CIF identification).

26.30. It is often noticed that users often do not useead the available metadata and that
additional efforts are required to raise their aamass. It is a good practice to include
explanation of the importance of metadata for @irdata interpretation and effective use in all
relevant outreach activities. Even if detailed rdata goes unused, the very fact that it is
compiled and made available is reassuring for tindsewish to see high standards of credibility
upheld.

26.31. Dissemination of trade data to regional, supranatiband international organizations
IMTS 2010 encourages countries to cooperate wehkelorganizations to identify and apply the
most efficient ways of dissemination of their tradatistics and related metadata. It is a good
practice to review the Statistical Data and Metadatchange (SDMXJformat for possible use
in the exchange and sharing of their data.

237 The SDMX technical standards and content agteguidelines can provide common formats and
nomenclatures for exchange and sharing of statlsi@mta and metadata using modern technology. The
dissemination of national data and metadata usketytechnology and SDMX standards is encouragethasaas
to reduce the international reporting burden anddcease the efficiency of the international datahange. For
additional information on SDMX, see http://www.sdiopg/.

238 See recommendation by the United Nations StatisCommission: Economic and Social Council Qéic
Records 2008 Supplement No. 4 (E/CN.3/2008/34).(268/112: Common open standards for the exchame a
sharing of data and metadata.
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C. Combined presentation of statistics on externadrade in goods and services

26.32. The need for combined presentation of trade ddt&ers expect that trade statistics
covers trade in both goods and services and asemiex to them as a coherent data set. Such
presentation of trade data is essential for enghigers to answer such questions as what kinds
of goods and services are traded between counényd®B, or what sectors of the economy are
leading exporters of specific categories of goadseovices or which ones are their importers.

26.33. Need for appropriate metadata and guidance forrjprieting combined trade datd o

meet this user expectation it is a good practiae TS compilers, in addition to making the
IMTS data available in their own right, closely paoate with compilers of SITS in order to
develop a policy of presenting (some) data on naerdise trade and trade in services alongside
each other accompanied with appropriate explanatidineir scope including conceptual
overlaps and numerical assessments of such ovellapgood practice to provide guidance,
including examples, on how data can (and cannotiskd.

26.34. Trade data and BOP datarade data on BOP basis is important for the ptesen of
an overall picture of trade flows on the same cphea basis. However, such data does not
provide the level of detail needed for an in depthlysis of international trade as it is lacking,
for example, partner and product breakdown. Fumtioee BOP data are not intended for
showing trade by characteristics of traders.
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Chapter 27 Other international classifications releant to
trade statistics

27.1. Introduction This chapter describes the Standard Internatibraale Classification
(SITC)?*the Central Product Classification (CP%)the Classification by Broad Economic
Categories (BECG§" and the International Standard Industrial Clasaifon of All Economic
Activities (ISIC)#*? It is based on IMTS 2010, chapter 3, on clasdifice. In contrast to the
Harmonized System (see chapter 13), SITC, CPC &l ovide alternative groupings of

goods which are important for various analyticalpmses and are used in trade data
dissemination (see chapter 26). ISIC classifieptieuctive economic activities and is
increasingly used in trade data compilation (septdr 4) and dissemination (see chapter 11 and
chapter 26).

A. Standard International Trade Classification, Revsion 4

27.2. Use of SITC for dissemination and analyBie history of the SITC is described in IMTS
2010 and is not reproduced here. It should be legtdiowever, that in 1999 the Commission
confirmed the recognition of SITC as an analyttcal®*® and IMTS 2010 recommended that,
“in addition to the HS, countries can use SITCtfa dissemination and the analysis of trade
statistics according to user requirements”. Theonitgjof countries and international
organizations continue to use SITC for various pegs, such as market research and study of
long-term trends in international merchandise trade

27.3. Classification criteria underlying the structure $fTC The fourth revision of SITC
(SITC, Rev.4) is based on the HSO07 classificaton,retains the classification scheme of SITC,
Rev.3 and classifies goods based on the followontsiclerations:

(a) the nature of the merchandise and the materiatbingés production,
(b) the processing stage,

(c) market practices and the uses of the product,

(d) the importance of the commodity in terms of worklabie, as well as
(e) technological changes.

27.4. SITC, Rev. 4, was prepared by the United Natiorsowperation with a number of
interested international organizations and issn€tDD6** The scope of SITC, Rev. 4, remains
the same as that of SITC, Rev. 3, that is, SITQ, Reovers all goods classifiable by HS except

239 The fourth revision of SITC was issued in 2886 contains a description of its origin and depeient. See
United Nations publication, Sales No. E.06.XVII.10.

240 The latest version of CPC is available at Httpstats.un.org/unsd/cr/registry/cpc-2.asp.

241 The fourth revision of BEC was issued in 2088 United Nations publication, Sales No. E.03.X&/Il

242 The fourth revision of ISIC was issued in 2088e United Nations publication, Sales No. E.08128!.

243 See Official Records of the Economic and Sdae@lncil, 1999, Supplement No. 4 (E/1999/24), Caapt
para. 24 (c).

244 United Nations publication, Sales No.E.06.X10L.

281



for monetary gold, gold coin and current coin. 8ITC, Rev. 4 basic headings (except for 911.0
and 931.0) are defined in terms of HS07 subheadfigse SITC is now recommended only for
analytical purposes, there was no need, excegivieral special cases, to create new basic
headings in SITC, Rev. 4, which would be in onete-correspondence with the new HS07
subheadings.

27.5. SITC, Rev 4, retains the overall structure of SIR@y 3, and consists of the same
number of sections, divisions and groups. The ceangade were at the level of basic headings
and some subgroups. The classification contair@338sic headings and subheadings, which
are assembled in 262 groups, 67 divisions and diibss. The SITC sections are as follows:
Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, not elsewherefsue

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified eieegvin SITC

OCo~NOUIlA~WNEF,O

27.6. The coverage of the different sections in all revis of SITC is very similar, so that
historical series of data are largely comparabtéiatlevel of aggregation. The historical
comparability is also preserved for numerous setiese more detailed levels of the
classification.

27.7. National practices in use of SIT&ccording to a survey conducted by the UNSD in
2006, SITC remains an important analytical andesfiseation tool for most countries, especially
for developed ones (82% of developed and 56% o¢ldeing countries use it). Many
developing countries prefer to use the HS for digsation as this reduces their data processing
and data dissemination burden. However, disseromati trade data in terms of SITC by all
countries is seen as a good practice, which previd¢h national and international users with
data of high analytical value. The conversion ef data compiled in terms of HS into SITC
commodity groupings requires minimal resourceg aan be done electronically using
appropriate conversion tables. Currently, the UatiStics Division converts all HS data into
SITC data and may assist interested developingtdesnn setting up the conversion
procedures.

27.8. International practices in use of SITSITC is widely used in international databases,
and trade data expressed in terms of SITC aregimdemand by research institutions as the
SITC commodity aggregates are more suitable folyaoal purposes and their time series are
available starting from the 1950s. The UN Comtrdaiabase stores SITC time series starting
from 1960s, and major international organizatiokes the World Trade Organization (WTO),
the United Nations Conference on Trade and Devedoprfy NCTAD) and the World Bank
publish SITC trade data and use them for analyfiogboses.
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Box 27.1
UNCTAD product groups based on SITC Rev.3

In macro-economy research and analysis, SITC thduaggregated into two broad commaodity groupisagary
commodities, precious stones and non-monetary gjaddmanufactured goods. This is done to moniton@cxic
development of a country which normally starts kgating mainly primary commodities, then movingiafo
commodities with higher value-added (manufactureodg). However, for some countries with high petaga of
fuels exports in their total trade, it is necessgiude fuels in the analysis, in order to bettenitor real economig
development. In addition of those two broad groupsre detailed groups are created due to specfytaal
interest, such as Iron and Steel (indication ofstattion activities) or Agricultural raw materigisormally used as
intermediate inputs in various industries) or Tlextibres, yarn, fabrics and clothing (importantmatactured goods
exported by developing economies). Other groupsdbanot fit with main structure are attached asnmeandum
items.

- Total all products

— — All allocated products (SITC 0to 8 + 961 + 971

— — — Primary commodities, precious stones andmonetary gold (SITCO0+1+2+3+4 + 68 + 66740
— — — — Primary commodities (SITCO+ 1+ 2 + 3 + 48)

————— Primary commodities, excluding fuels (81T + 1 + 2 + 4 + 68)

—————— All food items (SITC 0 + 1 + 22 + 4)

——————— Food, basic (SITC 0 + 22 + 4)

———————— Food, basic excluding tea, coffemgoa and spices (SITC 0 + 22 + 4 less 07)
——————— Beverages and tobacco (SITC 1)

—————— Agricultural raw materials (SITC 2 1628, 27 and 28)

—————— Ores and metals (SITC 27 + 28 + 68)

——————— Non-ferrous metals (SITC 68)

——————— Other ores and metals (SITC 27 + 28)

————— Fuels (SITC 3)

- — — — Pearls, precious stones and non-monetddy(§TC 667 + 971)

— — — Manufactured goods (SITC 5 to 8 less 667 &8)d

— — — — Chemical products (SITC 5)

— — — — Machinery and transport equipment (SITC 7)

— — — — Other manufactured goods (SITC 6 + 8 lé&s&#&nd 68)

————— Iron and steel (SITC 67)

————— Textile fibres, yarn, fabrics and cloti(SITC 26 + 65 + 84)

— — Unallocated (SITC 911 + 931)

- Memo: Primary commodities, precious stones andmonetary gold, excluding fuels (SITCO+1 + 2 + 68 +
667+ 971)

— Memo: Ores, metals, precious stones and non-rapngold (SITC 27 + 28 + 68 + 667 + 971)

B. The Central Product Classification

27.9. History of the Central Product Classificatiohhe Central Product Classification (CPC)
originated from initiatives in the early 1970s tarimonize international classifications. The new
classification was intended to cover both goodsserdices (products) and would use the
subheadings of the Harmonized System as buildiogkilfor the part dealing with transportable
goods.

27.10. The first release of CPC called The ProvisionaltéeéfProduct Classification, was
approved by the Statistical Commissiahits twenty-fifth session in 1985 and published by

245 See Official Records of the Economic and Sdacg@lncil, 1989, Supplement No. 3 (E/1989/21), ped&gh)
and ().
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the United Nations in 199%° Since that time several revisions of CPC wereteteand in 2008
CPC, Version 2.0 was completed and approved bih&tatistical Commission. This version

of CPC is divided into 10 sections, 71 division&4 roups, 1,267 classes and 2,738 subclasses.
Sections 0 to 4 are based on H87nd aggregate the HS codes into product categories
suitable for various types of economic analysidimithe national accounts framework. This

part of the classification, like SITC, provides tbe rearrangement of HS-based international
merchandise trade statistics for analytical purposgections 5 to 9 of CPC, Version 2.0 go
beyond the HS categories to provide a classifioatioservice products.

27.11. National practices in use of CPOnly a minority of countries currently publish tead

data in terms of CPC (11% of developed and 8% wéldping). However, more countries are
able to make such data available electronicallyindbe case of SITC, the conversion of trade
data to CPC does not require significant resousioglscan be done using appropriate conversion
tables. It is advised that country agencies resptenfor the dissemination of trade statistics
make efforts to provide users with the data exgeas terms of CPC. Such data will
significantly facilitate the use of trade statistin economic analysis including in the assessment
of the impact of external trade on the consumpaied production patterns in a country and in
the compilation of a country’s national accounts.

27.12. International practices in use of CPThe analytical value of CPC is being more and
more recognized by the international organizatiéios.example, the Statistical Classification of
Products by Activity (CPA) was created at the leMfathe European Union (EU) by assigning
CPC products to one single activity category. TIRAGs a product classification whose
elements are related to activities as defined b EARev. 2. Each product - be a transportable
or a non-transportable good or a service - is assigo one single NACE Rev. 2 activity. The
linkage to activities as defined by NACE Rev. 2agithe CPA a structure parallel to that of
NACE Rev. 2 at all levels distinguished by NACE R2vHowever, the detailed linkage
between products and activities could only be distadd to a certain degree. There are,
nevertheless, cases where products can be ass@aetivities only at a higher level than the
class level or even where a class in CPA 2008 bativity counterpart in NACE Rev?¥

C. Classification by Broad Economic Categories

27.13. History of the Classification by Broad Economic €gdries The original version of the
Classification by Broad Economic Categories (BEB)as devised mainly to summarize data
on international trade by large economic classe®ofmodities and as a means for converting
trade data compiled in terms of SITC into meanihghd-use categories within the System of
National Accounts (SNAJ® framework, namely, capital goods, intermediatedgoand

246 Provisional Central Product Classification tiStizal Papers Series M, No. 77 (United Nationkligation,Sales
No. E.91.XVIL.7).

247 The correspondences between HS07 and CPCpW&dl can be accessed at the United Nations tBistis
Division website at http://unstats.un.org/unsdklas

248 Detailed description of the CPA are availabltha following website:
http://epp.eurostat.ec.europa.eu/portal/page/goptal 2008/documents/CPA2008introductoryguidelinegéiN
249 United Nations publication, Sales No.E.71.X12L.

250 See Official Records of the Economic and Sdaeg@lncil, Forty-fourth Session, Supplement No. E@471),
paras. 116 and 118.
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consumption goodS* The BEC classification has 19 basic categoriescéia be aggregated to
approximate these three basic classes of goodsp#mmnitting trade statistics to be considered
jointly with other sets of general economic statst such as national accounts and industrial
statistics - for national, regional or global econo analyses.

27.14. BEC contains 7 sections, namely:

Food and beverages

Industrial supplies not elsewhere specified

Fuels and lubricants

Capital goods (except transport equipment),arts and accessories thereof
Transport equipment, and parts and accessbaesaf

Consumer goods not elsewhere specified

Goods not elsewhere specified

These sectlons are broken down, as applicableth®y oriteria such as primary and processed
goods, durable, semi-durable, and non-durable g@ids

NoakwnNpE

27.15. The Statistical Commission expected the BEC toesasva guideline for the development
of national classifications of imports accordingstoad economic categorie€.However, at its
sixteenth session (5 - 15 October 1970), the StatiCommission recognized that countries
might wish to adapt the Classification for natiopatposes in different ways to meet national
requirements, and concluded that consequentlyléssification was not to be regarded as a
"standard" classification in the same sense asxample, SITG>?

27.16. Revisions of BECThe original BEC was defined in terms of the siions, groups,
subgroups and basic headings of the Standard &tienal Trade Classification, Revis&d

Over the years several correlation tables betwde@ &nd various revised versions of SITC and
the HS were prepared by UN Statistics Division avatle publicly availabl&® However,

BEC'’s original structure has remained unchanged.

27.17. National practices in use of BEChe UN survey of country practices confirmed that
BEC is recognized as an important analytical tol emany countries (41% of developed and
46% of developing) publish trade data in terms BCBMany more can make such data
available electronically on request. This is a gpaattice and should be encouraged. A number
of countries use BEC for compilation of their naabaccounts and other purposes. There is a
significant interest in trade data expressed imseof BEC among research institutions. In this
connection it should be noted that each countrylshprepare its customized conversion table
between the HS and BEC as the main use of centadupts may differ from country to country.

251 See United Nations, A System of National Acds{nited Nations publication, Sales No. E.69.X8)J para.
;.5520.See Official Records of the Economic and Sde@lncil, Forty-fourth Session, Supplement No. BEG1471),
gg?éﬁ?@fﬁcial Records of the Economic and Sdea@incil, Fiftieth Session, Supplement No. 2 (EB)Qpara.
224 Statistical Papers, Series M, No. 34, 1961t@dnNations publication, Sales No. 61.XVII.6).

255 See the UNSD website at http://unstats.un.osglier/registry/regot.asp
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27.18. International practices in use of BEC. The usefsdnaf BEC is recognized by the UNSD
which converts trade data reported by countridenms of the HS to BEC categories and makes
such data available via UN Comtrade. Eurostat dilsseminates data according to BEC, and
other international organizations make use of BE@ell in their analytical publications.

D. International Standard Industrial Classification of all Economic Activities

27.19. Purpose of ISIC. Unlike the HS, SITC, BEC and CR@ich are product classifications,
ISIC is the international reference classificatadproductive activities. Its main purpose is to
provide a set of activity categories that can liezat for the collection and reporting of
statistics according to such activities.

27.20. Since the adoption of the original version of 1$MC1948%°° ISIC has provided guidance
to countries in developing national activity cléissitions and has become an important tool for
comparing statistical data on economic activitietha international level. Wide use has been
made of ISIC, both nationally and internationaityclassifying data according to kind of
economic activity in the fields of economic andiabstatistics, such as for statistics on national
accounts, demography of enterprises, employmenbtais.

27.21. The original ISIC was revised four times. The thardd fourth revisions of ISIC put
increased emphasis on harmonization with otheviactilassifications and product
classifications, adding considerable complexity eostraints that did not apply in earlier
revisions of ISIC. As ISIC occupies a central gositin the international comparison and
analysis of a wide range of statistics, a great dieattention was devoted to ensuring that ISIC
would be compatible with both the economic strugttine statistical practice and needs of the
different countries of the world.

27.22. Use of ISIC in economic statistics. This classtiima is applied to classify statistical
units, such as establishments or enterprises, @diogoto the principle economic activity in

which they engage. At each level of ISIC, eachteal unit is assigned to one and only one
ISIC code. The set of statistical units that aessified into the same ISIC category is then often
referred to as an industry, such as “the furnitmdeistry”, which would refer to all units
classified in ISIC division 31 (Manufacture of fiture), or the “construction industry”, which
would refer to all units classified in ISIC sectiBr{Construction). This standardized
categorization makes ISIC an important tool foie@conomic statistics that need to be
arranged in accordance with the productive systetineoeconomy.

27.23. The principal activity of an economic entity is thetivity that contributes most to the
value added of the entity, as determined by theafled “top-down” method. According to the
top-down method, it is not necessary that the gral@activity account for 50 per cent or more of
the total value added of an entity or even thagétserated value added exceed that of all other
activities carried out by the unit, although ingiiee it will do so in the majority of case$

256 Statistical PapersNo. 4, Lake Success, New York, 31 October 1949.

257 The top-down method follows a hierarchical prineighe classification of a unit at the lowest levkthe
classification must be consistent with the clasatfon of the unit at the higher levels. To sattfig condition the
process starts with the identification of the raletvcategory at the highest level and progresses tlrough the
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27.24. Wide use has been made of ISIC both nationallyiaiednationally in classifying data
according to kind of economic activity. An incraggnumber of countries have adapted their
national activity classifications to the ISIC stiwe or can provide their data according to ISIC.

27.25. The fourth revision of ISIChe structure of the current fourth revision ofCSvas
considered and approved by the Statistical Comomsai its thirty-seventh session, in March
20062°® as the internationally accepted standard. It ¢osit2l sections, 88 divisions, 238
groups and 419 classes. The ISIC sections ard lstow:

Agriculture, forestry and fishing

Mining and quarrying

Manufacturing

Electricity, gas, steam and air conditioning@yp

Water supply; sewerage, waste management aretlraon activities
Construction

Wholesale and retail trade; repair of motor gkds and motorcycles
Transportation and storage

Accommodation and food service activities

Information and communication

Financial and insurance activities

Real estate activities

Professional, scientific and technical acti\gtie

Administrative and support service activities

Public administration and defence; compulsogiasecurity

Education

Human health and social work activities

Arts, entertainment and recreation

Other service activities

Activities of households as employers; undifféi@ed goods- and services-
producing activities of households for own use

U. Activities of extraterritorial organizations abddies

HOTOTVOZIr AT IOIMUOWS

27.26. It should be noted that ISIC, Rev.4 is the outcarin@ review process that spanned
several years and involved contributions from melagsifications experts and users around the
world. This process resulted in an ISIC structhed ts more detailed than the previous version,
responding to the need to identify many new indestseparately. This is especially applicable
in the case of services. Comparability has also leeanced with a number of other regional
activity classifications, making this version ol€Sa much improved tool for international data
comparison. A number of alternate aggregations baea included in ISIC, Rev.4. They
provide analytical tools for areas which, for coptcal reasons, do not lend themselves to
aggregation within the existing ISIC structure.

levels of the classification. For details, see &&pent of Economic and Social Affairs, Statistiiigision, 2008,
Statistical papers (ST/ESA/STAT/SER.M/4/Rev.4)etnational Standard Industrial Classification of B¢onomic
Activities, Revision 4.

258 See Official Records of the Economic and Sdgalincil, 2006, Supplement No.4 (E/2006/24), chapteara.
3, item 37/105 (a).

287



27.27. Uses of ISIC in trade statisticSince ISIC has been used for the collection and
presentation of statistics in many areas, therdhan a strong need for correspondence tables
between ISIC and other classifications. When digftS1C, Rev.4, and simultaneously CPC,
Ver.2, a strong link was established between tleediassifications. By rearranging the CPC
categories according to their industrial origin arsthg the link between CPC, SITC and HS, a
detailed correspondence table between the HS, STPC, and ISIC was establish&d.

Countries may find this correspondence useful wiearranging the trade data compiled in
terms of the HS by activity categories.

27.28. The results of the UN survey of country practidesve that a significant proportion of
countries publish trade data in terms of ISIC (1d&@eloped and 24% developing). Usually
such data are obtained by the transformation ofl&t& into ISIC using a conversion table.
While such practice may yield an acceptable appmaiibn of commodity exports generated by
different economic activities (industries), theigeament of commodity imports to specific
economic activities (industries) is in general maifécult. In general, allocation of trade flows
which are originally compiled by the HS classifiocatto ISIC categories of economic activity
using conversion tables may be misleading, as ikere one-to-one correspondence between
products and activities. In this context, IMTS 2@fi@es preference to the approach, in which
countries obtain additional information to identifhe main economic activity of traders (for
instance, with the help of enterprise surveys oliging customs records to other sources of
information via business registers) and performabggropriate aggregations on the original data
at the micro-level. For details on the use of I81@ade data collection via the enterprise
surveys see chapter 4.

E. Correspondence and conversion tables and theise

27.29. Correspondence tableshe correspondence tables (also known as correltdldes)

define the scope of headings of one classificatiderms of the scope of headings of another
classification. There can be a strict one-to-ormeespondence between headings, when the
scope of a heading of one classification is equéhé scope of a heading of another
classification, or various kinds of split corresgence. A split correspondence exists when the
scope of a heading of one classification partialgrlaps with the scope of several headings of
another classification. Whenever successive vessdbthe same classification are produced, a
correspondence table between the headings of tieedeand original versions is issued. A
reverse table, showing the correspondence betwesairigs of the original and revised versions,
is also frequently produced.

27.30. Conversion tablesThe correspondence tables enable a continuoussenmes to be
maintained when various versions of a given clasgibn are used or data to be expressed in
terms of another classification. However, if thepse of a heading of one classification is split
between several headings of another, an exactspmmeence becomes impossible and there is a
discontinuity in some data series. For data pingurposes it is frequently desirable to
substitute a split correspondence by an approxinbateone-to-one correspondence. When this

259 These and other correspondence tables aralatesiih electronic format only and can be acceasdite United
Nations Statistics Division website at http://utstan.org/unsd/class.
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is done the resulting table is called a conversatate. It should be noted that if there are nat spli
correspondences, the data conversion can be donethe correspondence table. Examples of
such a straightforward conversion are the conversfd1S88 data into SITC, Rev.3 data and
HSO07 data into SITC, Rev.4 data. On the contréwg conversion of HS88 and HS96 data into
SITC, Rev.4 data would require approximations asalexist a number of split correspondences
between those versions of the HS and SITC, Rev.4.

27.31. The use of conversion tables containing such apmeations is warranted if the scope of
the headings involved is quite similar. Howeveffedences in scope between certain basic
headings may be so great that no meaningful oreocorrespondence is possible at that level.
In such a case, a correspondence can only be ish&bbetween basic headings of one version
and the higher level headings of the other. Tha@geesponsible should study what approach
should be adopted to find a reasonable balancesketthe requirement of data series continuity
and data comparability.

27.32. Uses of the correlations and conversioi$he main uses of correlation and conversion
tables in trade statistics include:

(a) maintenance of comparable data series when theifcdation used in compilation is
revised;

(b) reconciliation of data obtained from various soar@nd expressed in different
classifications); and

(c) recompilation of trade data for another purposg. te.analyse trade in terms of broad
categories of goods or by various economic acts)ti

27.33. Metadata on accuracy and comparability of tradeadatross classificationg.o make
users aware of the methodology adopted for dataession it is a good practice that all
correlation and conversion tables are documentddreade publicly available as part of the
metadata. It is advised that the agency responaiéfes users regarding the data conversions
which might diminish data comparability, so tha tisers will make their own assessment of
whether such data is suitable for their purposes.

27.34. Policy regarding preparation and dissemination ofrelation and conversion tables
The WCO produced the first version of the HS in898S88). At the same time it issued a
publication entitledCorrelation Tables between the Harmonized Systahtlaa 1978 version of
the CCCNto link the HS with the Customs Co-operation GouNomenclature (CCCN¥?

This was a two-way correlation, that is, from HSXGCN, and from CCCN to HS. When the
HS is revised, the WCO issues new correlations éetvthe new and preceding versions of the
HS and makes them publicly availaBie.

27.35. Correlation and conversion tables available from 8 The UNSD has created
correlation and conversion tables between variausions of the HS, SITC and BEC, so that it

260 This text was initially known as the “Bruss@lsriff) Nomenclature” (BTN), but in 1974 it wasrramed the
“Customs Co-operation Council Nomenclature” (CCCQid)avoid any confusion as to the internationaboigation
responsible.

261 See WCO website at www.wcoomd.org/home_hsosehoxes.htm.
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could maintain its time-series data on tr&fdJNSD also maintains correlations and
conversions between HS, CPC and 1818f compilers need to convert their data from one
classification to another it is a good practiséatce into considerations correlation and
conversion tables available from international andégional organizations.

27.36. Correspondence tables with non-HS national commaditssifications If a country
compiles data in terms of a non-HS classificatignoyided that said classification is quite
detailed, with criteria similar to the ones appliedhe HS), compilers are advised to develop a
correspondence table between the non-HS classiiicahd the HS, and to make it available to
the interested users.

262 UNSD converts data based on the most detailad bf the applicable classifications.
263 See UNSD website at http://unstats.un.org/engdgistry/regot.asp
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Chapter 28 External trade indices

28.1. Introduction This chapter aims to provide guidance on the dlatngn of unit value and
price indices of external trade, which are brigfiycussed in IMTS 2010, chapter 11. It provides
information for assessing the main advantages aadldantages of the various approached for
their compilation, as well as their potential coerpkntarities, both from the statistical point of
view as well as in terms of their practical implertagion.

A. General overview

28.2. Need for external trade indicelany users need more information than trade gahye
country or by commodity, and require informationgices and volumes as well. The

information on the development of prices and volsinsegenerally presented in the form of
indices. In IMTS 2010, it is recommended that alltries produce and publish, on a monthly,
guarterly and annual basis, both volume (quantucites and either price or unit-value indices
(UVIs) for their total imports and exports. Couafriare also encouraged to calculate and publish
such indices for commodity groups of particular artpnce to countries at least quarterly and
annually.

28.3. Some important uses of external trade indi€dernal trade indices are in general used
to eliminate the effects of price changes and alitade volume estimates. National Accounts
require a decomposition of measures of value inte@mnd quantity for its real flows.
Government departments and international agensiepuce indices to define, evaluate and
resolve trade policy issues. They constitute at&el/for tariff and quota negotiations, as they
provide an indication of the inflation of importsdaexports as well as the international
competitiveness of various industries and secden, business analysts and economists use
international trade indices for analysis and regdeabout such questions as the causes and the
real economy effects that price changes have de tra

28.4. Levels of aggregatiorl.he level of detail required in the index numbergrports and
exports is not necessarily the same for all purpésewhich they are used, and national
statistical offices need to strike a balance betwtbe various demands from different types of
users. For some uses, no detailed information @ptice changes of individual commodities is
required; for other purposes, the usefulness optlue statistics depends entirely on the
commodity breakdown that can be made availableirfsdance, tariff-policy decision making
and the analysis of the effects of trade on emptyrand productivity by industry often need
highly disaggregated prices. On the other handyoeaonomic studies focused on a country’s
terms of trade and its balance of payments neecgkggte measures of price and volume trends
of exports and imports.

28.5. Macroeconomic usesrom the perspective of national accounts, pricevasiume

indices of external trade in goods play an esdemti@ in the estimation of macroeconomic
aggregates in constant prices. Exports and impo&sipply and Use Tables (SUTSs) at current
prices are deflated by foreign trade price andhir walue indices at the product level in the
process of obtaining SUTSs in constant prices. Adsports and imports in constant prices are a
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necessary input into general macro-economic fotexgpand model-building, as well for
analyses of balance of payments.

28.6. Microeconomic use®isaggregated measures of price change are edpeelalvant for
uses which have to do with the transmission o&irgh across national boundaries and within
those boundaries, from one sector to another. &utat serve tariff-policy discussions also
require the availability of highly disaggregatedtps to a point that could go well beyond the
most detailed level of a purely statistical comnipdlassification. Also, there is increasing
interest in understanding the relative importanigerice-based competition against quality-
based competition. The need for detailed answegséstions like these cannot be satisfied
through traditional price and value indices atrrecroeconomic level.

28.7. Divergent objectives of users of imports and exgirtlices Statistical agencies often
face divergent demands for measures of price ahumeochanges in external trade, and it is not
always clear how the different objectives of usgrsuld be ranked. In this complex situation, a
statistical agency must choose among the varioagegies open to it, strategies that have to do
with both sources of data and methods of calculafithe choice of approach must also be
pragmatic, taking into consideration resource gainds, data availability, and the practical
feasibility of the selected methodology. The ohjexts to produce, subject to the usual
budgetary constraints, the “best” measures posfiblehanges in the prices and volume levels
of both imports and exports detailed to the exparsisible by major commodity groups and
partner countries.

B. Data sources and measurement approaches

28.8. Price and unit value indice3 here are three kinds of indices that can beywed to
reflect prices for imports and exports: unit-vaindices that are based primarily on customs
documents, price indices that are based on suraty dnd “hybrid” indices that combine both
customs records and survey d&fss. Although price indices are generally prefewwad
methodological grounds, in practice countries matynave the resources available to compile
that information. Many countries compile only unéhue indices or survey-based price indices,
while others use both approaches in a complementanner.

28.9. Alternative data source§ he main options available in terms of data sesiare the use
of customs records, the implementation of spesifitveys of exporters and importers, and the
taking advantage of other established domestiemicveys. Additional alternatives include
relying on other data providers such as commodigritbs and associations of exporters and
importers, or using price indices of partner coestas proxy or supplementary indicators.

28.10. Advantages of data from customs recods important advantage of average unit values
is that they effectively increase the number of@bservations used to calculate the index,
thereby reducing sample variance. Although thearnstsource often excludes transactions of
very low value and/or volume, as well as specatgactions (e.g., those that are kept

264 For detailed information on external trade @iidices and unit values, see Export and ImpaceRndex
Manual: Theory and Practice, International Monefaund, 2009, available electronically on the IMFosite
http://www.imf.org/external/np/sta/xipim/pdf/xipimdf.
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confidential on the grounds of national securty,), they often provide an almost full coverage
of the transactions on which the target populatiba foreign trade index should be based on
and are more frequently updated than most otherstatrces. Also, when the statistical agency
has access to individual customs records, workiitly eetailed data can support the compilation
of trade indicators at the microeconomic levelMarious analytic purposes, especially when
linked to other statistical sources through businegisters.

28.11. Advantages of data from direct price surveys ofartgpand exportsThere are various
advantages often associated with the use of sulatyfor the estimation of foreign trade
indices. One such advantage is the improved pitigstb control ex-ante for potential biases
and variability due to non-price factors, includicttanges in the mix of products in the market
basket or changes to the quality of the items bpimged. Also, by directly surveying exporting
and importing firms, the risk of erroneous datg.(edue to misclassification) can be mitigated,
granted there are appropriate communication chariogirovide guidelines and feedback to
respondents. Moreover, depending on the detailsatetl from survey respondents in terms of
product specifications and attributes, survey datn the possibility to carry out quality
adjustments using, for instance, hedonic methédsther potential advantages of price surveys
include improved timeliness, as in some countrigsepdata from surveys are available earlier
than unit values from customs records, and impraaderence with other price indices (such as
producer, construction, wholesale/retail, and caoreuprice indices).

C. Challenges in the application of various approdtes

28.12. Heterogeneous product categories in detailed cust@awoords dataThe main drawback

in the use of custom records is that product cedes at the most disaggregated level for which
“unit values” can be calculated often refer to hegeneous sets of goods, while extensive direct
enquiries to firms aimed at controlling for impartarice determining characteristics in each
individual transaction are normally not feasibley(gterms of sale, timing of contract, and
specific model attributes). This implies that acrease/decrease in unit values based on
averaging values and quantities from customs recondy be due to unidentifiable non-price
effects that impair the measurement of pure pr@anges. This is especially the case for
complex products like electronic appliances (corapytcell phones, audio-visual equipment),
large industrial machinery, etc., which may haveetegeneous units of quantity and price-
determining characteristics even at the most aetddvel of the commodity classification. Also,
data from customs records are usually unsuitalledpturing average price changes of products
that experience substantial technological change.

28.13. Errors in filling customs declarationfnternational experience has shown that large
differences between the highest and lowest priges yalue range) for single commodity codes
often are due to errors in filling the customs deatfions themselves. For instance, declarants
may have difficulties in choosing the correct conalityppcode, filling in the correct partner
country, or reporting the correct unit of quantifio some extent, this can explain the fact that
the distributions of unit values are often skeweenefor very fine levels of detail (say, 8 HS
digit level)2%°

265 Note that large variance of unit values cargeagerroneous declarations as well as heterogendhe
commaodity composition of individual HS codes.
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28.14. Simplification of customs declarations requiremeiitee compilation of unit value

indices presupposes the existence of administratideregulatory procedures whereby importers
and exporters are required to provide enough detailtheir individual transactions through
Customs records or other specific surveys (e.g.|rtrastat system). However, as national
authorities move towards simplification or evemafiation of customs documents, the relevance
of administrative records for statistical purposesy diminish in relative terms.

28.15. Incomplete coverage and small sample sizes of pticeeysSurvey-based external trade
indices require having an appropriate survey frénom@ which to select a sample of
establishments for collection of information oned af well-defined commodities, whose overall
price changes are representative of all transactaking place. The survey frame should be
representative of the target population that iglloéntities engaged in imports and exports of
goods. However, survey frames based on the statiftiisiness registries normally identify only
businesses that engage in regular export and inoperations, which is a source of concern in
cases where a significant fraction of total tragledrried out by casual importers or exporters.
Also, sample surveys are usually expensive, andegprently samples size is often limited by
budget and burden constraints. Having a small sasipé may in turn lead to biased estimates
and imputations if not adequately controlled withiwell structured and coherent statistical
design which is a difficult task in itself.

28.16. Tradeoff between availability and comparabilitysipecifications of price surveys
Although in principle it is possible to define irvary detailed way the characteristics of the
products to be priced through surveys, in pradtieee is a tradeoff between the level of detail in
the specifications of items and the ability of syvespondents to consistently match these
specifications over time. As in the case of elemgntinit value indices based on data from
Customs records, survey-based price indices maysalffer to some extent from not comparing
like with like, especially if the specifications tife product varieties being priced are too loose
and shifts in the relative share of different pritetermining characteristics remain unknown.
This difficulties are compounded by the fact thn total number of transactions per respondent
per period of time may be relatively small, makingecessary to collect average prices over
longer periods of time instead of prices for indival transactions in order to compute price
relatives for consecutive periods of time.

D. Methodological issues

28.17. Elementary unit value indiceshe compilation of price indices normally involvadirst
stage in which price indices for elementary comryogioups are calculated, which are
subsequently combined to produces price indicegyaer levels of aggregation. In the case of
unit value indices based on customs records, el@meprice indices are simply unit value ratios
in which both the numerator and the denominatottegeesult of dividing total value by total
guantity at the most detailed level of aggregasiwailable (which can be a specific stratum
within a particular commodity code, deemed to ideluelatively homogeneous types of goods).
Elementary unit value indices are implicitly weigtitoy quantity information of each individual
record.
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28.18. Elementary price indice©n the other hand, elementary price indices bagseslirvey
data involve theinweightedaggregation of price relatives (i.e., the ratioslioéctly reported
prices over time), as data on the traded valuesshar quantities of the surveyed goods are
usually not readily availabfé® Based on the analysis of the properties of varaternatives,
one of the preferred formulas for the calculatibelementary price indices is tdevonsndex
formula, which takes the geometric average of tieepelatives (or, equivalently, the ratio of
the geometric average of prices in each periodjvéver, this formula is highly sensitive to
extreme price decreases, and its practical useregayre imposing upper and lower bounds to
the individual price relatives used in the comjpiliat Also, theJevonandex makes the implicit
assumption of constant revenue shares, which is@quat to assuming that quantities fall as
relative prices increagd’

28.19. Index formulas at higher levels of aggregati®egardless of elementary price indices
are based on (quantity-weighted) unit values owgighted) price relatives, they need to be
combined into aggregate indices for broader categaf goods with the help of a specific
weighting structure. There are various alternafivenulations for calculating these aggregate
indices, and although their detailed discussiamiswithin the scope of this chapter, some of the
most important classes of index formulas are devial:

(a) Indices based on fixed baskets of goods and sanaten referred to dowetype
indices, measure the change in the value of a cadityngroup by holding the quantities of their
individual commodities at a constant level. Thesbkdes are in general defined by

P, = ¥ (p!/p%) s, where

Lo
o_b
Pia;

R Sl W
m o_a
E-’:- -

(pi,ql) represents a price-quantity pair for commodityl,... nin periodt, ands®* =
is the “hybrid” value share of commoditpbtained by valuing the quantities of pertoelb at
prices of period = 0. The well-knowrLaspeyresand thePaascheandices are special cases of a
Loweindex, as the former is obtained by settirg 0, and the latter by choosibg=t. These
type of indices are easy to explain to users, aad¢@mpiled by many statistical offices in
practice.

(b) Another the type of index formulas constitutesdtass ofsuperlativeindices. These are
indices that treat symmetrically the prices andngjtias of the periods being compared, and in

general they are preferable on theoretical grouhas. specific superlative index formulas are:

() TheFisherindex, defined as thgeometricaverage of the Laspeyres and Paasche
indices:

P.= (P, % P)

%% The design of a price survey may introduce anititpleighting structure, e.g., through the proliiatc
selection of establishments based on their sharegal exportsetc. However, at the elementary level such
probabilistic sample designs are not frequentlyléngented in the compilation of foreign trade piiicdices. See
International Monetary Fund (2008 xport and import price index manual: theory andgiicefor a more detailed
discussion.

%7 Seeibid. for a though discussion of the advantages andigisdages of alternative formulas for the calcatati
of elementary price indices.
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(i) TheTorngvistindex, defined as the geometric weighted averég¢jeegorice
relatives, with weights given by the arithmetic @ge of value share of each
commodity in the two periods being compared:

Pr = l_[ (pi/p)%
i=1
tagl

=1 -1

=
where™* 2

28.20. Chain indiceslf a fixed base index is used, it is a good pr&cto frequently update the
base period (at least every five years), as thatgies used to determine the weight structure
become less relevant in describing the actual ihgoods being traded. As an alternative, chain
indices are constructed by linking a series ofvittlial indices that bilaterally compare every

two consecutive periods, so that in each compatisenveight and price reference periods are
moved forward in time. However, chaining should betmade at the sub-annual level, as the
seasonal fluctuations in the prices and quantiti@sld cause serious distortions in the chained
time series due to the fact that chaining is “@lphendent”, i.e., the change in the index between
two given periods depends on the price change®ttatr in each and all the intervening

periods.

28.21. Focus on optimal use of trade data from administeasourcesWith this in mind, the
methodology used in compiling unit value indicesifoports and exports should provide for
handling seemingly erratic behavior in customs ,dataas to extract as much information as
possible from the data available in custom recarasother administrative sources. These may
entail, among other things, the use of appropseatdification variables to disentangle between
genuine variations in price levels and shift effaatthe quality or in the mix of goods reported
under a given item specification.

28.22. Error detection and treatment of outlierBhe statistical properties of the data useden th
compilation of foreign trade indices, either fronmna@nistrative or survey sources, also need to be
examined in detail to identify outliers and correceliminate outright erroneous observati6is.

In general, the treatment of outliers from diragtvgys is less complicated than for UVI's, due

to the relatively smaller amount of informationlected by products and by traderowever, in
both instances compilers should try use to the mami extent possible all the information they
have available to determine whether particular gatats should be considered outliers or not.

28.23. Treatment of quality chang€ompilers of foreign trade indices based on prigeey

data can handle quality changes by asking sunsporalents to provide an estimate of the value
of the quality change whenever an item descriptias changed. An adjustment can be made to
the price to separate out the value of the desonmhange from any remaining price change. In
some cases where the items being compared arévergeht, the original item needs to be
replaced by the new one and the price series dtavter again from the current peritdThe use

268 Statistical analyses may include estimationnivariate densities and cluster analysis to he§ess whether a
certain strata or commodity classifications may posed by various sub-categories of products witrbgeneous
price trajectories.

269 This is, for instance, a practice currentlyowked by the United States Bureau of Labor Stassti
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of Hedonic regression models to estimate the valdlee quality change for technology products
like computers and some computer peripherals satpood practice currently followed by
some countries.

E. Otherissues

28.24. Integration of the statistical production proceaghe compilation of level and index
data.As the compilation of foreign trade indices cane@the presence of outliers by
decomposing value trends into their price and gtyacdmponents, it is a good practice to allow
for the compilation process of trade indices tafeek into the compilation of raw data, and
vice-versa.

28.25. Need for integrated economic statistitemost countries, there is less than complete
compatibility between the coverage, methods, diaasions and adjustments of price index
numbers in external trade and domestic indexes.y&hdhese indexes must be related if the
mechanism of transmission of inflation across matidooundaries and the way in which
domestic prices are set are to be properly undsistois therefore important to develop
integrated economic statistics based on commoistatat business registers that allow to link
customs declarations data and with information gy&ith from surveys, tax records, and other
direct and indirect sources of information.

28.26. International comparability of external price inéis.Governments as well as the
business community show considerable interest initmiong the performance of their countries
vis-a-vis commercial competitors in internationariets. While changes in a country's
competitive position may be gauged from an analykits market shares, one of the key
explanatory variables of the change in such shar® measure of the evolution of relative
prices across countries. This highlights the needduntries to compile and make available (in
terms of a common currency) mutually consistentsuess of price changes for the traded
commodities at matching levels of detail.

28.27. Role of international economic classificatiolghile the commaodity classifications for
the compilation of export and import indices noripé&bllow external trade classifications (HS
or SITC), special emphasis should be directechtarig them to those of domestic-price indices,
in particular CPC and related national classifaadi

28.28. Use of foreign price indice&.oreign price indexes could also be used as ariddwest’
measure in some special circumstances. For exarhplepuntry's economy is very interrelated
to that of another country, there may be specdimmodity groups for which they can be
considered to be one market, with purchasers in baintries facing approximately the same
price movements. If this hypothesis is reasondb&producer price index of a foreign, closely
related economy can be used as a proxy for the praex of imports from that country.
Nevertheless, it is important to emphasize thatifpr price indices are only an 'indirect’ second
best way to measure variation of prices of inteamaly traded goods, and their linkage is
generally imperfect and difficult to accomplish.
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F. Country experiences

1. Norwegian practices

28.29. Current practicesThe Department of Economic Statistics of Statidiosway uses unit
value data from customs records and combines thémswrvey-based price data to compute
price and volume indices of external trade in corditie@s. Survey price data are used for some
commodity codes for which customs data are notidensd acceptable as a source of price
statistics. When this is the case, priority is gite Norwegian data sources, and only if this is
also not adequate, data from international souesh as the US Bureau of Labor Statistics) are
collected.

28.30. Use of foreign trade indices in National Accourdspilation Detailed data on exports
and imports at the HS-8 level are aggregated todienal accounts product level (going from
about 6,500 commodities to approximately 700 prodategories). Values of exports and
imports are used in balancing the National Accoantaurrent prices. Price information is
applied to National Accounts at the detailed CP/ld¢o derive exports and imports at constant
prices, and to estimate price changes of compondmdse no price observations exist (hamely,
intermediate consumption, gross fixed capital faram and final consumption).

28.31. Future development#t is expected that large importers and expomeitan the future

be allowed to lodge consolidated customs declaratim a monthly basis. Although this will
have a positive effect in terms of trade facilati statisticians will need to rely on fewer data
records (due to the consolidation of single tratisas into monthly totals) and thus error
detection procedures may be further complicatedo Athe general trend towards removal of
tariffs and duties, and the inherent customs’ egem simplifying and facilitating trade
procedures, will mean that additional efforts hevee made in order to preserve the quality and
coverage of data from administrative customs rexdedirrently, Statistics Norway’s goal is to
replace unit value indices with survey-based pndéces for both exports and imports.

2. Canadian practices

28.32. Current practicesStatistics Canada compiles an International Mandise Trade Price
Index (IMTPI), which is a composite price index ideed to express, in a single index, price
changes that involve a range of commodities. Ieiotd accurately reflect the realities of the
price movement a fixed basket of goods is chosanhdre representative and correlated to the
rest of the commodities in the trade universe. index is based on a non-random sample of
import and domestic export commodity classes. Regaextracted from administrative files and
derived from other Statistics Canada surveys arathar sources. International trade price and
volume indexes are constructed on the basis ofvahites derived from detailed custom base
data and survey price indexes taken from Canadidriaeign sources. As a general rule, unit
values are retained for relatively homogeneous codities such as primary and semi-
manufactured goods and proxies are used for hetrengis commodities, particularly
manufactured goods ready for final use. Severarorgitions provide the International Trade
Division with proxies that are used as price rgkgiin the calculation of the Laspeyres and
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Paasche price index&9.As the Canadian economy is very interrelated &b ¢fi the United
States, the U.S. Bureau of Labour Statistics predptce index is used as a proxy for the price
of some Canadian imports from the U.S.

3. Czech practices

28.33. Current practicesThe export and import price index has been catedlfor the Czech
Republic since 1998. Prices are measured throungti@nal monthly statistical questionnaire,
with price relatives collected from both productemterprises and enterprises engaged in foreign
trade only- about 580 of them engaged in expordsadout 590 in imports. At present, the
weight pattern includes approximately 2050 expoaed 2100 imported products, raw materials
and supplies, which take up a significant shabeéwalue of external trade (both exports and
imports). Foreign trade indices are calculatedheniasis of invoiced prices (without duties,
VAT and consumer tax) which are converted intoare! currency using the average monthly
exchange rates declared by the Czech National Bahke the price indices reflect thus
changes in foreign exchange rates, the breakdowrpmirt and import price index adjusted by
exchange rate influences has been published mositidg January 2011. The index is compiled
according to the Harmonized System and is conveatedit the breakdown by SITC Rev. 4
main groups. The Czech Classification of ProducAbfvities (CZ-CPA 2008) for the needs of
national accounts and Eurostat. The first estimateslefinitive — it means, ordinary revisions
(revisions for the purpose of more precise prevesignates without methodical changes or
modification of computation concept) are not acchshed.

4. German practices

28.34. Current practices The external trade prices indices are an importeodule within the
overall German system of price statistics, whidienas to measure the development of prices
across all main stages of the economy in a metbgdzlly consistent way. In Germany
(Laspeyres) volume indices and (Paasche) unit vatliees (UVI's) are calculated and
published on a monthly basis in a breakdown byilget@ommodities and country groups. The
compilation is based on the results of externaldrstatistics. Even though price indices based on
survey data are generally preferred for methodoklgeasons, UVI's are calculated as well
since they can be derived easily from foreign triégleres already existing and allow a
breakdown by detailed commodities in combinatiothyiartner countries. In this way a
methodologically consistent set of nominal and eeglort/import figures is available which is
based exclusively on foreign trade statistics. Byans of volume indices and UVI's the nominal
figures of foreign trade statistics can be spliintp a quantity and a value component. Another
advantage of UVI's is that they are calculatedlenliasis of up to date weighting factors (while
calculation of price indices requires unchanginggivieng factors of the relevant base year).

270 Statistics Canada’s Industrial Product Pricexes (IPPI) and Automotive Price Index by Modslyell as
data on exports of crude petroleum and natura{lmapipeline) from its Manufacturing ConstructiondaEnergy
Division. Price indicators from other organizasdnclude the Bank of Japan’s Export Price Indeicepdata on
electricity from Canada’s National Energy Boardn@uter Price Index by Component from the Bureau of
Economic Analysis (BEA).
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28.35. To analyze price changes in foreign trade, apamfuVI's also “real” price indices are
calculated monthly as Laspeyres indices for a largaber of commodity groups and by groups
of countries. To a large extent the data are obtathrough an enterprise survey. Only in
exceptional cases other sources (e.g. stock maakeation, market reports) are appropriate to

provide actual trade prices. The generation osthrgey sample follows a mulstage procedure.

First of all a basket of presentable commoditiedeisned, which can be derived from foreign
trade statistics. In a second step, the reportmerprises are selected with regard to their share
in the total value of the relevant commoditiésFinally, the enterprises decide on specific “price
representatives” (single cases of sale/purchase&gich of the selected commaodities. As a result,
the survey covers 6 000 enterprises reporting ya&000 single prices per month. The
advantages and disadvantages of a price surveylrasely described above (see paras. 27.11,
27.15 and 27.15 above). The main methodologicakissto keep the parameters underlying the
calculation (selection of goods and enterprisespbda of price representatives, weighting

scheme) as constant as possible (according toabeeyresConcept).

5. ltalian practices

28.36. Current practicesExternal trade UVIs in Italy are chained Fishereypdexes, with

each monthly link calculated as the squared roat lcdspeyres-type and a Paasche-type index
both based on the previous year. Each LaspayerBaasthe link is a weighted average of
elementary unit value indexes belonging to “proeaaintry of origin/destination-flow” strata,
the products being classified according to the GaetbNomenclature at 8-digit level. The total
number of elementary strata is around 220.000 li€dutetection procedures are applied to the
log-distribution of the elementary unit values @és) in each stratum to control for the
variability inside the strata, mainly due to errorsreported quantities. No imputation method is
applied to replace the deleted observation in andéto introduce imputation bias in the
resulting distributions. Deleted unit values ateetainto account by means of maintaining their
original weights in the calculation of the aggreghindexes.

271 The survey is not based on a random sample; thieebf enterprises is “targeted”. Hence it is possible to
estimate sampling errors. Nevertheless the regpciimpanies can be considered as representatie thiey are
leading in the relevant market segment
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Annex 28.A. The Norwegian experience

1. Unit values from customs records

28.A.1. Frequency and volume of data from customs recordsgssedStatistics Norway
receives administrative data from TAD, the Norwegtastoms administration authority, every
day. The number of customs data records used ligtRs Norway in the creation of exports
statistics has increased 23% since 2000, and foorit® this increase has been more than 80%. In
2010, Statistics Norway used about 1.4 million datards of exports and almost 11 million
records of imports (representing 44.3% and 99%anfAdy's total value of exports and imports,
respectively).

28.A.2. Two-step process for unit value calculatidime main body of data in the Norwegian
external trade statistics is administrative dadanficustoms declarations (Single Administrative
Document, SAD). As the SAD document does not cardgrice variable, unit values are
derived from the variables value and quantity. Thidone based on the total commodity value
and quantity, after a two-step validation stage itheolves stratification to identify commodity
codes where the data may be utilized for pricessies.

28.A.3. Stratification below commodity code levigl the first step, data in each commodity
code are stratified below the HS-code level. Tine @fi the stratification is partly to arrive at
more homogeneous strains within the code and, sameusly, to reduce the overall variation
observed on the code level. There are three stedtdn variables: Enterprise (VAT number),
partner country (ISO code) and quantity groupsdtas weight or supplementary unit). The
choice of the best stratification variable for atoodity code in the reference year is done by
means of automated analyses run on the data prélveous year (base year).

28.A.4. Outlier detection and data editingefore the estimation, the data are run through a
editing procedure controlling for extreme priceBeTata are subjected to a HB (Hidrioglou-
Berthelot)-based procedure for identifying extrentegh on the stratum level and within the
strata. Extremes are excluded from further caltariat For each stratum within an eight digit
commodity, a set of control variables is calculafBae purpose of this step is to evaluate
statistical properties of unit prices resultingnfreach method of stratification (enterprise,
country and quantity group). The indicators are:

(a) Regularity of transactions (number of months inryied with no transactions < 6)
(b) Price variation (coefficient of variation < 0.5)

(c) Value (> 1 per cent of the total value on commotitsel)

(d) Quantity (> 1 per cent of the total quantity on coadity level)

28.A.5. Selection of customs data for the computation dafuaue indicesThe ratio between
arithmetic average and the quantity-weighted aweddghe monthly unit values, at the
transaction level, is used as a background variabdaluate the stratification of the data, and
choose which method to use for each HS code. Tagather, these indicators give information
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on stability, magnitude/concentration of the stré&tatratum is accepted if the values of all the
indicators are within the required limits. If oneroore of the limit values are exceeded for a
stratum, the stratum is rejected and is not agddte calculation of price indices.

2. Producer Price Indices (PPIs) for external trade

28.A.6. Integration of survey data from producer price iceb For some important
commodities, data from customs records are deeoateldterogeneous to yield acceptable price
information. To compensate for such shortcominggesubased price indices are used as
indicators in the external trade statistics. IniStias Norway, the survey which yields produce
price indices (PPI)covers both the domestic maskgiprt market, and import market. An
important characteristic of the Norwegian systemrafe statistics is the fact that external trade
considerations guide and influence the PPI prodagcparticularly in determining which
commodity codes are included in the sample.

28.A.7. Survey implementatioata collection is mainly made via questionnawvbereby
respondents also receive guidance in the form affanmation brochure as well as semiannual
messages from Statistics Norway. The statisticstergemployed by Statistics Norway includes
all resident firms that produce or deal with thencoodities in question and have 10 or more
employees. The sample is based on a scheme oftylitbproportional to size. Prices are
collected for selected, well-defined products avwae, all of which are classified according to
the HS nomenclature. In practical terms, this melaasa survey questionnaire makes reference
to a specific HS commodity classification, and thgpondent has to provide price data for a
product model that best suits this commodity desiom, and the price of this product is reported
monthly.

28.A.8. Index formulasElementary indices are calculated at the HS lexs#hg a geometric
mean. Indices at the HS level are then aggregasacly a weighted average, to form a CPA
index, and from the CPA level, indices are aggredjad CPA 4 digit, 3 digit, etc. This is done
for each of the three markets (domestic, expod,ianport).Indices above the elementary level
are calculated using the Laspeyres formula

28.A.9. Imputation During the process of compilation of PPIs, migdts data are imputed
using higher levels of aggregation. Sequences abh3ecutive months are used to calculate a
short-term index, whereby the base is always Deeemiithe previous year.

3. Other data sources

28.A.10.Alternative sources of price datim addition to survey data and customs recordsethe
are special data collection mechanisms in plaofding the use of price information from
international commodity exchanges and foreign stiaéll agencies. For internationally traded
commodities (refined oil products, nickel etc) pritata are collected from London Stock
Exchange and London Metal Exchange.

28.A.11.Use of foreign indicators of price trend=or other products (especially export and
import of capital goods), international price inatiors are in some cases considered to be
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representative also for the price development @fsdime product group in the Norwegian trade.
For instance, data from the US Bureau of LaboriSied (BLS) are used for about 80 export
products and 40 import products

4. Data validation and editing

28.A.12.Validation of customs dat®ata validation procedures are routinely put ircelan
order to detect errors in the statistical valug®reed in the customs declarations

(a) Tests were introduced in 2011 which are appliedatly on data as they are entered by
declarants of exports or imports. These tests aiientify obvious errors/data inconsistencies at
the first step of data flow, and include: validdlyecks for commodity and country codes, price
verifications based on upper and lower threshaldantity checks, and checks for implausible
data by commodity or partner. These and other otsnéire also applied within the Customs
Service’s own information systems.

(b) Prior to loading customs data into Statistics Nofedatabase, some data editing is
conducted. Only the transactions involving commeditibove 1000 NOK and less than 1 year
old are selected, and incomplete declarationsegeeted. After loading, automatic corrections
are carried out, and validity of codes is checkgaira Also, with the aid of statistical tools,
probable errors are identified, which may involveisual prices, partners or commodities, as
well as code combinations that seem suspect. Ajeldeclarations are subject to data quality
control, whereby experience of staff members sfizethin checking the data of specific groups
of commaodities plays a key role.

(c) In cases where Statistics Norway does not havésrif information to correct obvious
errors, a report is sent to Customs specifyingntitare of the problem with each suspect
transaction. This report is reviewed by Customsserd back to Statistics Norway with a
comment indicating whether any corrective actiors veken.

28.A.13.Validation of price survey dat&alidation mechanisms are also applied to priceesur
data submitted to Statistics Norway. These mechaniaclude detection of high and low
outliers, control of CPA classification, and cheoksaggregated data at different NACE levels.
If errors are suspected and the data in the questice is insufficient, Statistics Norway would
establish direct contact with the respondent ireptd obtain further clarification.

28.A.14.Most frequent kinds of errorSome of the most frequent kinds of errors deteated
related to wrong currency and/or exchange rateselisas errors in the quantities reported. Two
specific examples illustrate some of the kindsrabrs that have been dealt with in the past. The
first one was the case of salmon exports to thefaan Union that were subject to a punitive
duty. As firms filling the declarations were not@ko report separately the duty, Statistics
Norway had to put in a lot of work in order to @t the statistical value. Another example was
the situation created by some companies using ctanpaftware to speed up the filling up of
customs declarations, which automatically distiolutiotal quantity (weight) of all declared
goods according to their individual value shares aAesult, all commodities declared in a single
document were implicitly given exactly the samet waiue, rendering the information useless
for unit value calculations.
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5. Institutional framework

28.A.15.Cooperation between Statistics Norway and the NgraveCustoms Administration.
There is a good working relationship between Stesis?Norway and the Norwegian Customs
Administration Authority (TAD) in terms of providgdata for statistical purposes, as required
by the Statistics Act of 1989. Cooperation betw€AD and Statistics Norway is regulated by a
formal agreement, which establishes responsiliditicontacts between both parties, stipulates
that changes made to the existing administrative sigstems should be communicated to
Statistics Norway, regulates data transmission éetwf AD and Statistics Norway, gives
Statistics Norway the responsibility of compilindjst of all statistical surveys being conducted,
and requires a yearly report on the cooperatiorcdaperation with customs personnel is
essential during the data validation process, ShiizdiNorway provides regular training for
Customs employees, allowing for improvements atidita source.

Annex 28.B. The Canadian experience

28.B.1. Estimation formulaskixed (Laspeyres) and current (Paasche) weighied prdexes
are calculated monthly, quarterly and annually @uatoms as well as on a Balance of
Payments basis both for all countries and for Wh@&&ates. International Trade Division also
calculates Constant dollars on a Balance of Paysrizasgis with the use of the Chain Fisher
formula with a base reference year. They are avaifiom 1981 to present on a monthly and
guarterly basis.

28.B.2. Error detection and imputatiorDnce the Laspeyres indexes and Paasche Indexes are
calculated, a module uses a method described hyolgidu and Berthelot (1986) to identify
outlying observations. Historical Trend Method lsosadapted and used to identify transactions
within an aggregation that are “abnormal” for aegiperiod. The error detection process is only
done at the first stage of aggregation in the canson of the International Merchandise Trade
Price Index. If during the error detection procassit value has been identified as an outlier,
and if the price analyst with the help of the subjeatter specialist also considers this unit value
as an outlier, then the unit value will be manuatyputed.

28.B.3. Quality evaluationThe quality of this index is maintained througk txpertise of the
few trained analysts assigned to it. They develtpeough knowledge of the domain. Much
time and effort is devoted to detecting and follegvup unusual fluctuations over time in the
pricing patterns of goods. Prior to disseminatibe, price indexes are analyzed and historic
trends reviewed.

28.B.4. Disclosure controlStatistics Canada is prohibited by law from relegsiny data

which would divulge information obtained under S&tistics Act that relates to any identifiable
person, business or organization without the panmwledge or the consent in writing of that
person, business or organization. Various confidétytrules are applied to all data that are
released or published to prevent the publicatiodiselosure of any information deemed
confidential. If necessary, data are suppressedeteent direct or residual disclosure of
identifiable data.

306



28.B.5. Revisions and seasonal adjustmémigeneral, merchandise trade data are revised on
an ongoing basis for each month of the current.y@airent year revisions are reflected in both
the customs and BOP based data. The previous geattsms data are revised with the release
of the January and February reference months dsaseh a quarterly basis. The previous two
years of customs based data are revised annualgrarreleased in February with the December
reference month. The previous year's BOP basedagatavised with the release of the January,
February and March reference months. Revision€aB Based data for the previous three years
are released annually in June with the April reieeemonth.Factors influencing revisions
include late receipt of import and export documgata incorrect information on customs forms,
replacement of estimates produced for the energfpiseith actual figures, changes in
classification of merchandise based on more curndotmation, and changes to seasonal
adjustment factors.
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Chapter 29 Seasonal Adjustment

29.1. Introduction.This chapter explains the concept of seasonal awd@rg of data, its key
features and main approaches, including revisidicypand quality issues in general terms. It
then provides some country practices in the apjbicaf seasonal adjustments to international
merchandise trade data. It is based on IMTS 2(idpter 11, which encourages countries to
compile and publish seasonally adjusted internatiorerchandise trade data on a regular basis.
It relates to chapter 26 on dissemination.

A. Basic concepts and uses of seasonally adjustedde data

29.2. Need for seasonally adjusted datdonthly and quarterly data on international
merchandise trade statistics are an importantftea@conomic policymaking, business cycle
analysis, modeling and forecasting. However, theyoften characterized by seasonal
fluctuations and other calendar or trading-daya#ewhich mask other characteristics of the
data that are of interest to analysts. Seasonastudent is a process of estimating and removing
seasonal or calendar influences from a time seriesder to achieve a better knowledge of the
underlying behavior. Countries are encouraged topiie and publish, where appropriate,
seasonally adjusted monthly and quarterly inteomati merchandise trade data on a regular
basis.

29.3. Seasonal adjustment meth@#kcause national circumstances vary from one cptntr
another, no preferred seasonal adjustment methedasnmended. If seasonally adjusted data is
published, it is recommended that information amdbdjustment methods, data quality, and so
forth, be provided by countries in their metadata

29.4. Concept of seasonal adjustmefeasonal adjustment is the process of estimatidg
removing effects in a sub-annual time series thatioat about the same time and magnitude
each year, as well as calendar-related systenfégict®that are not stable in annual timing,
which are often large enough to mask other dateacteristics. Removing the seasonal
component allows for an easier comparison of l@mgt short-term movements across sectors
and countries and further contributes to understanithe non-seasonal behaviour that is often of
interest for economic policymaking, business cyrlalysis, modelling, and forecasting.

29.5. Components of time seriek time series is generally considered to corfistend,

cycle, seasonal, and irregular components. Theltieytle and irregular components together
reflect long-term movements lasting many yearstélations relating to the business cycle, and
unforeseeable movements of all kinds. The seasmmaponent of a time series represents the
movement within the year, and includes the efféclimatic and institutional events that are
repeated regularly throughout the year, as wetbdendar-related systematic effects that are not
stable in annual timing, such as trading-day andingpholiday effects. Seasonal adjustment is
the process of completely eliminating the seasocoaponent from the original time series.

29.6. Tools used for seasonal adjustme®gasonal adjustment is typically accomplishet wit

the assistance of free and publicly available saféxpackages, the most widespread of which
are TRAMO-SEATS (supported by the Bank of Spairg Arl2-ARIMA (supported by the U.S.
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Census Buread)? As the seasonal component is not precisely defiseasonal adjustment
often depends on the a priori hypotheses underlyiagnodel chosen and upon the software and
specifications chosen.

B. Preliminary treatment of data prior to seasonaladjustment

29.7. Seasonal adjustment begins with a preliminary mecoé identifying and removing
outliers, adjusting for those calendar effects #ratnot stable in annual timing, and identifying
an appropriate decomposition type.

29.8. Graphical analysisPreliminary treatment of the data should begin \&itjraphical
analysis of the series in order to identify potainpiroblems with the data, select appropriate
parameters, and determine how to perform the sahadjustment. Relevant preliminary
analysis should examine the length of the seresptesence of strange values, the structure of
the series, the presence of possible breaks isality, and the decompositions scheme, as well
as more sophisticated graphs, including spectruautwcorrelograms.

29.9. Ouitliers.Since most seasonal adjustment methods use preseaid filters that are
sensitive to outliers, these should be identified emoved before estimating the seasonal
components. Outliers clearly due to errors in thadhould be discarded. However, since
outliers not due to error typically contain infortioa about key events, these should be re-
introduced to the data after seasonal adjustment.

29.10. Calendar effectsCalendar effects are regular effects that do no¢searily occur in the
same month or quarter each year but that can néifidd and removed from the series. These
effects include holidays whose exact timings styfitematically each calendar year and the
variation in the number of times each day of thekweccurs in a given month or quarter. These
effects must be corrected for using standard sehsoljustment tools to avoid misspecification
of the model or compromising the overall qualityseaisonal adjustment. The decision to correct
for other effects, such as temperature, schootihgs, or bridge holidays, should be made on a
case by case basis.

29.11. DecompositionThe decomposition scheme specifies how the trectecgeasonal, and
irregular components combine to form the origirales. Additive decompaosition assumes that
the components of the time series behave indepégagreach other. In particular, the size of

the seasonal oscillations is independent of thel lef/the series. Multiplicative decomposition,
often chosen by default in seasonal adjustmentvaodt packages, assumes that the components
of the series are interdependent and thus thatethgonal variation’s size increases and decreases
with the level of the series.

272 X-12-ARIMA is based on moving averages andudek a time series modeling component, the abdity
produce multiplicative as well as additive seasadflistment, and systematic removal of calendactSf X-13-
ARIMA-SEATS is scheduled for release by the CerBBusreau in 2012.
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C. Seasonal adjustment

29.12. Choice of seasonal adjustment approatRAMO-SEATS and X-12-ARIMA are
currently the most commonly used seasonal adjustapgroaches. TRAMO-SEATS is based
on a parametric approach (where the model structigpecified a priori), while X-12-ARIMA

is based on a non-parametric approach (where tlielnstructure is determined from the data).
A third possible approach is the use of structtina¢ series models, provided they allow for a
complete calendar and outlier treatment and incardadequate set of diagnostics. The
consistent use of a common set of seasonal adjosraekages will improve transparency and
comparability of seasonally adjusted time serigessccountries.

29.13. Seasonal adjustment and consistency with annual dainual trade totals based on
seasonal adjustment will not automatically (or @ptoally) be equal to the corresponding
annual trade totals based on unadjusted data.fgpéygj the annual totals of the unadjusted
series and the seasonally adjusted series wiljbel®nly when the series is adjusted additively,
the seasonal pattern is fixed from one year tothe, and there are no trading day adjustments.
The impact of working days, moving holidays andeottalendar effects change from one year to
the next. Moving seasonality also implies thatithpact of the seasonal effect will vary across
years. Nonetheless, the process of ensuring thabeally-adjusted values sum to their
unadjusted annual values, known as benchmarkimghealone using seasonal adjustment
software.

29.14. Direct versus indirect seasonal adjustmdditect seasonal adjustment is performed if all
time-series, including aggregates, are seasondjilistied on an individual basis. Indirect
seasonal adjustment is performed if the seasoadilysted estimate for a time series is derived
by combining the estimates for two or more direailjusted series. Indirect seasonal adjustment
should be preferred when the component seriesrthkés up the aggregate series have both
distinctively dissimilar seasonal patterns and sitipents of good quality. Direct seasonal
adjustment should be preferred when the correspgrairies have similar seasonal patterns and
summing the series may reduce the amount of unieeplavariatiorf.”

D. Reuvision policies

29.15. Reasons for revisions to seasonally adjusted deaisions of seasonally-adjusted data
take place for two main reasons. First, seasoraljysted data may be revised due to a revision
of the unadjusted data, which may be the resudhamproved information set. Secondly,
revisions of seasonally-adjusted data can alsopkdcae because of a better estimate of the
seasonal pattern due to new information provideddw unadjusted data and due to the
characteristics of the filters and procedures rangpgeasonal and calendar components. The
challenge is to find a balance between the pratigiceasonally-adjusted data and their stability
over time. Revisions of seasonally-adjusted daghbto take place in accordance with a

273 Note that optimal direct seasonal adjustmeas thmt preserve additivity; however, it is in gethergood
practice to give priority to obtaining the bestsmaal adjustment of individual series, rather thmaintaining
additivity (see, e.g., Bank of England, “Prospeetthange in seasonal adjustment methodology: datisul with
users: summary of responsellpnetary & Financial Statistics Article§ebruary 2003; also available online from
http://www.bankofengland.co.uk/statistics/ms/ag&chtm ).
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coherent, transparent and officially-published sen policy, and these revisions should not be
more frequent than the revisions to the raw dat#hik regard, it is a good practice to maintain
the model specification for seasonal adjustmestase as possible over time, and to coordinate
the timing of revisions to the model specificatigith the timing of major revisions of the raw
data

29.16. Trade-off between frequency and accurddye way in which seasonal adjustment is
carried out has implications for the revision pi@lfc At one extreme, so-called current
adjustment minimises the frequency of revisions @mtentrates the revisions mainly within a
pre-defined review period. At the other extremecalted concurrent adjustment maximises the
accuracy of the adjusted data at any given pouttwil lead to more revisions, often from the
beginning of a series, with many small and in oppgpsdlirections. In practice, other alternatives
are followed, based on a combination of these taemes.

29.17. The extent to which a changed time series shoulgtlbéshed in its entirety is influenced
by several factors. On the one hand, there is Aadetogical incentive to treat all values
identically to keep calculations easy to understamdl replicate. However, it is nevertheless
guestionable whether a newly added figure actwahtains relevant information for significant
revisions to the estimation of the usual seasdueluUations in previous decades. As a way of
balancing the information gain and the revisionzwn, the revision period for the seasonally
adjusted data is often limited to between threefandyears longer than the revision period for
the unadjusted datd?

E. Quality of seasonal adjustment

29.18. Absence of residual seasonalithe most fundamental requirement of seasonal
adjustment is that there is no estimable seasdieateknown as residual seasonality, still
present in the seasonally adjusted series. Totdet®idual seasonality and trading-day effects,
validation should be performed using spectral disgjos as well as other tools included in the
seasonal adjustment packages, perhaps complemeititegtaphical diagnostics and statistical
tests from external statistical packages. Both TRABEATS and X-12-ARIMA provide a wide
range of quality measures and diagnostics forghipose.

29.19. Stability and lack of biagther important requirements for a good seasonasadent

are a lack of bias in the level of the series aadibty of the estimates. A lack of bias implies
that the level of the seasonally adjusted seriesldibe similar to the level of the original series
Stability of the estimates implies that the inatusof new data into the estimation procedures
will not result in large changes the estimatesgkaevisions can indicate that the estimates are
misleading or even meaningless.

F. Specific issues
29.20. Length of seriesA series that is under three years in length cahaatccurately

seasonally adjusted with either TRAMO-SEATS or XARIMA. For these series, it is possible
to adjust them using alternative, less standamtgutures. For series that are long enough to run

274See also para. 26.15.
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X-12-ARIMA or TRAMO-SEATS but remain quite short-{Byears), some instability problems
can appear. Several empirical comparisons have d@®nto investigate the relative
performance of X-12-ARIMA and TRAMO-SEATS on shbore series.

29.21. Seasonal adjustment of shorter seriess a good practice to evaluate the results of
seasonally adjusting shorter series over an extepeeod before deciding whether to publish
them or not. For instance, it is important to chimkconsistency and reliability for each period
(monthly or quarterly)As a general rule when the series are shorterdbaen years, the
specification of the parameters used for pre-treatrand seasonal adjustment has to be checked
more often (e.g., twice a year in order to deahwliie higher degree afstability of such series).

29.22. Series requiring non-standard seasonal adjustrfeaine series can be characterised by
very specific features which preclude the applarabf standard seasonal adjustment methods.
Such features include high non-lineafffyabsence of a clear signal due to a dominanttitaeg
component, unstable seasonality, a high numbentliecs, or heteroskedasticit{® In such

cases, ad hoc treatment should be carried out.

G. Data presentation

29.23. Data can typically be presented either in raw, @eay adjusted, calendar-adjusted only
or trend-cycle form. The raw data contain all ceteastics of the time series. As the seasonally
adjusted data contain the trend-cycle and theuteegomponents, they contain the “news” of
the series. Much of the discussion on trend-cychldyasis focuses on the so-called end-point
problem. Since the trend cycle values at the erile§eries are usually estimated by
extrapolation, the estimated trend-cycle for thestmecent data is very uncertain and can suffer
of phase-shift’ problems. Particular care is required at turnioms, where it often takes
months until the new correct direction of developtregppears. In addition, it is a good practice
to monitor discrepancies between the trend of raia dnd the trend of seasonally-adjusted data

29.24. In all cases, the information contained within piness release should adhere to the
principles of ensuring transparency and assistgggin making informed decisions.

H. Country examples

29.25. Germany In Germany, the seasonal adjustment of foreiggietidata as well as of other
important economic indicators is done in closeatmfation between the National Central Bank
and the National Statistical Institute (NSI). Thegmal data collected by the NSI are seasonally
and calendar-adjusted by both institutions usimgstiime X12-ARIMA procedure (which is an
evolution of the well-known X-11 model developedthg US Bureau of the Census). As a
second step, both institutions examine the resmitshave to decide commonly if any of the
processing parameters which are crucial for thditgua the results have to be adjusted or not.
In case of changing the parameters the calculafi@easonal adjusted figures is repeated by

275 Non-linearity refers to a model whose varialglesnot written as a linear difference equation.
276 Heteroskedasticity occurs in a linear modehwitror terms that do not have constant variance.
277 A phase shift is the amount of horizontal cleanfja wave pattern from an original state.
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both. In this way the two institutions verify thalculation of each other. The common approach
brings about a common result to be published, whaidids confusing users of trade statistics.

29.26. Italy. In Italy, monthly trade time series are seasgradjusted by means of TRAMO
SEATS (Windows version). In particular, intra-EUdagxtra-EU series (at import and at export)
are adjusted directly and separately, while theeseeferred to Total trade (intra-EU + extra-
EU) at import or at export are obtained indireetysums of the corresponding seasonally-
adjusted series due to the well-known aggregatioblpm. The models selected by
TRAMOSEATS are revised at the beginning of any iyear, but the estimated SA coefficients
are monthly revised as soon as a new observatiadded to the series. This obviously implies
some revisions for the nearest time lags but gwee consistent overall year information when
compared to raw data. The selected models areahlatio researcher or users on request.

29.27. United StatesMonthly merchandise trade series are seasorgjligi@d using factors that
are produced once a year during an annual revggiole. Factors are produced for each month
of the coming 12-month period, and are revisedHerprevious three years. The X-12-ARIMA
program is used to analyze data series and gertbeaseasonal adjustment factors. Data are
aggregated into 269 total import and export 5-cégid-use commodity groupings that are
examined for trading day variation and seasonalltye end-use commaodity classification
system combines data into broad categories baspdrarpal uses of the commodities, and
using it ensures methodological consistency withrepuly adjusted balance of payments data.
Seasonal factors are generated for those groupshbe significant predictable seasonality.
The factors are used to adjust the data at the detatied end-use categories. These detailed
adjusted data are then summed to the 1-digit eadewel for release with the monthly
merchandise trade totals.

29.28. Norway. In the case of monthly data, the main figuredrguort and export are adjusted
seasonally using X-12-ARIMA, in addition to a numbé selected series at the 2-digit level of
SITC. A few monthly data series at the 3-digit leaeSITC are also adjusted. In the case of
guarterly data, seasonal adjustments are applieditone indices on total imports and exports in
addition to some selected series as described abalke case of monthly figures. The External
Trade Division is assisted when needed by one oretxperts who support all fields dealing with
seasonal adjustments in Statistics Norway. Thepertexalso assist from time to time in a more
profound evaluation of the methods used.
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