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INTRODUCTION

1. The Statistical Commission at its sixth session requested the Secretary-
General "to re-examine the main councepte, definitions and practices in use in the
field of trade statistics having particular reference to the provisions of the
International Convention in this mwatter, and, taking account of the views and
practices of Member States, to take appropriate action for the preparation of a
report to the Commission at its next session,”

2. In making its request for a re-examination in this field, the Statistical
Comnigsion was of the opinion that an effort should be made to formulate
recommendations to extend, and where necessary, to replace those contained in the

International Convention relating to Economic Statistics.l/ The Group have

interpreted its terms of reference accordingly and concentrated their attention on
the more important aspects of externel trade statistics covered by theAConvention,
namely:

(1) The kinds of transactions and categories of goods whose movement is

to be covered,

(2) The definition of the trading partner of a country,

(3) The method of valuation of goods for recording in trade statistics.

(k) The reasurement of trade in terms of physical guantities.
3. The Group did not discuss the problems inherent in commodity classification
but noted with gratification the growing use and influence of the Standard
International Trade Classification, to which they attach great importance as a
well-considered system of classification and as an important means of ensuring
comparability.
L, In considering the supjects taken as tue agenda of its ueetings he Group
have been influenced by a variety of considcrations.

First, the Group have set before themselves as an objective a systen

of international trade statistics of tle maxinum usefulness to countries for

their own purposes. The Group have tried to give expression to a systen

which would allow accuracy of reccrding within the chosen definitions,

definitions which would produce a broadly logical framework, and a system of

1/ See League of Nations document C. 606(2) M 18L(2). 1928.TT., Geneve,
November 1929,
/statistics
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statistics which would serve the wide variety of purposes for which these
figures are essential data.

Secondly, the obJjective has been to make recommendations which would
promote comparability among the trade statistics of the nations, not wmerely
the narrow though useful compafability'between the figures of trading
partners, but the wider comparability which follows from the general
acceptance of agreed definitions and standards. This comparability is not
only useful to the analysis of the world's economic problems, it is of the
greatest usefulness to individual countries themselves in analyses which
must relate the trade of a country to its dowestic interests and to the
economy and trade of other countries or regions or to aspects of world trade.

5. For these reasons, the Group have considered it best to maske definite and
unique recommendations on subjects on which the Convention was more eqguivocal.

The obJjectives sought by the Group could not be achieved by recommendations which
would not promote uniformit&, Just as the Convention did not achieve, to the
degree hoped, the uniformity which was then desired. The Group recognize that

the more clear cut the recommendations the greater is the potential trouble and
expense on countries in accepting them. This is the cost of the obJjectives which
countries as well as the Group will wish to see achieved, The Group consider that
though these costs may be burdensome on individual countries they are a relatively
small price to pay for valuable and enduring benefits.

6. These benefits are only fully achieved if all countries work to common
standards, In order therefore, to encourage the greatest measure of acceptance
the Group have regarded their recommended standards as of a dual nature. First,
and preferably, the Group would wish the recommended standards to be fully
asgimilated into the national statistical systems of countries. For countries

for which this is not possible - because of a variety of obstacles - legal,
institutional, administrative and Tinancial - the Group recomrend as an alternative
that countries should provide information supplementary to that obtainable from the
existing national system, which will permit the neceséary adjustment to te made

to obtain conformity with the recommended standards.

/1. COVERAGE
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I. COVERAGE OF THE STATISTICS
7. The profound influence which external trade exercises on the economy of a

country meke the statistics of external trade a source of information of great
importance. The Group felt that the coverage of the statistics should therefore
pe sufficiently wide to maximize the usefulnesg of the information. Account had
to be taken of the multiplicity of uses of the statistics and of the varying
nature of the cconomic problems for the analysis of which the trade statistics
provide basic information. The Group congidered it important that pre-occupation
with one class of usecs of the sgbatistics (such as thelr use, in some countries,
as part of the accounting machinery of the customs authorities) should not be
allowed to impair the value of the statistics for other purposes. Morecover
transactions which might safely be omitted from the statistics at onec period might
at another poriod constitute a scorious omission, These considerations made it
cssemtial that all merchandise entering or leaving o country from or to anothor
country should in principle be included in the statistics, that 1s to say, no
category of merchandise can salely be permenently excluded on the basis of a
gound theorctic principle, with the probable exception of goods passing through
the territory for purposes of transport only.g/
8. Beginning with this principle of comprehensiveness of the statistics it is
nceessary (a) to define what is meant by merchandise, (b) te define the frontier
acrogs which the movements take place and {(c) to classify the categories of
movemonts into which the goods should be grouped.

(2) Merchandise
9. The broad criterion to be uscd to dotermine whothor goods should be regarded
as rerchandisc whose movement is te be recorded in trade statistics should be that

all gocds the movement of which inte, or out of, a country adds to, or subtracts

2/ This class of goods ig defined in the Tnmternational Convention as "direct
trongit tradce” and 1s subject to speclal considerations which are discussed
later in this paper.

/from
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from, the resources of the country should be recorded, This means that the term

merchandise is not confined only to goods which are the subjéct of a commercial

transaction but covers all goods which meet the above criterion,

10, On this basis the following goods would be excluded from the statistics:
(1) Goods consigned by a government to its armed forces and diplomatic
representatives abroad.

(2) Tourists! and travelers' effects (including vehicles), animals for
racing and breeding, goods for exhibition or study, returnable samples,
returnable containers, goods shipped only for temporary storage, etc.,

the movement of all of which is reasonably expected to be reversed within
a limited time,

(3) Vehicles merely engaged in the carriage of goods or passengers between
countries,

11. In addition to these categories the Group considered that the following

should be excluded from the merchandise account although they should be recorded

separately:
(L) Gold, unrefined, partly worked, and bullion and specie.
(5) Paper and other currency, excepting that traded as merchandise,

(b) The frontier and statistical boundary

12, The Group consider that the movements to be recorded should be those between
the territory of the country compiling the statistics and other territories.i/ )
13, A wider cconomic boundary than that implicit in the definition could be
drawn to bring within the trade statistics additional movements of goods of
economic significanca, such as bunkers, etc,

14, The statistical territory might be taken to embrace the national ships and
to be comsistent, aircraft and other vehicles. Purchases in bther countrics (or
from foreign ships on the high seas) of fuel and stores for these vehicles, or
sales of these commodities (or of fish) in other countries or to other ships
would then be included in the statisfics of trade, And so, too, would all sales

and purchases of the vehicles themselves to and from other countries,

3/ This is equivalent to the concept of the statistical territory defined in the
International Convention.

/15. For
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15. For a number of reasons, however, the Group do not recommend this extension,
In the first place it is, as the following examples make clear, difficult to
racord transactions outside the national territory:

(i) Bunker sales arc frequently known and published, bunker purchases
abroad are much more difficult to ascertain from the operators of
ships and aircraft;

(ii) It is difficult to believe that records of either sales or purchases
could be obtained from operators of road transport vehicles or from
those selling to them.,

These difficulties would make inevitable serious incomparabilities between the
statistics of trading partners if the definition of the territory were expanded
in this way. ©Secondly, an extension of the idea of statistical territory to
include ships and vehicles should, in logic, be carried further to include
nationals abroad because their purchases and sales are in principle not different
from those made abroad for national ships and vehicles, But this further
axtension would vastly increase the difficulties of recording.

16, There are, therefore, certain categories of goods which, although they are
serchandise according to the definition above, should not be included in the
statistics because they do not at the time of the fransaction move across the
Lorder of one or both of the statistical territories inveolved, These are as
follows:

{1) 3unkers, stores, baliast and dunnage supplied to foreign vehicles

(including ships and aircraft).

(2) Bunkers, stores and ballast, and dunnage sold from foreign vehicles

in thz national territory.

(3) Bunkers, stores, and ballast, and durmage acquired abroad for national

vehicles,

(&) Bunkers ctores, and ballast, and dunnage sold off national vehicles

in foreilgn porte and terrilories or to foreign vehicles,

(5) Fisn and salvage soia abroad or to foreign vessels off national

vessels,

(6) TFish and salvage landed from foreign vessels in nationél ports.

(7) Repairs to vehicles,

/17, The
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17, The Group consider that, although these categories of goods are, accordingly,
to be excluded from the statistics by definition, it is important for many
countries to have accurate information on some or all of these movements, It is,
therefore, recommended that countries should, wherever possible and where of
economic importance, collect and publish additional data on all of those kinds of
merchandise, and particularly on bunkers and fish transactions.

18, The Group consider that this definition has much to commend it on grounds

of logic and expediency and it has the great value oOf ensuring comparability in
the figures of trading countries. The Group recognize however that the result
will be to take a good proportion of the international transactions in fish and
fuel out of the trade statistics and that the proposed treatment of thesge
transactions will cut across the practice of a number of countries., It is
therefore recommended that the Statistical Office give further consideration to
possible methods by which these transactions might be separately recorded, At
present fish landed from, and fuel supplied to, foreign vessels in a country's
ports are frequently included in the country's statistics while fish landed and
fuel purchased, by domestic vessels in foreign ports are usually excluded,

19, Serious problems arise also as to the treatment of ships and aircraft which
are manufactured in one country for the account of another country or arc sold

by one country to another without necessarily moving from the one country to the
other, The definition given above would operate to exclude transactions involving
transfers of ships and aircraft which occur outside the statistical territory.
The CGroup however wished to emphasize the fact that no economic distinction can
be made between new and used vehicles and for this reason the attention of
countries is drawn to the necessity of maintaining a record of all ships and
aircraft entering and leaving their registers whether the vehicles are new or
used,

20, A particular problem is posed by the sale and purchase within a country of
goods which on entering the territory have not been included in the statistics
because they were at that time consignad to foreign armed forces stationed in the
country. It is clear that the subsequent transfer of such goods from the foreign
forces to nationals of the country changes the resources of the country. However

since these transactions take place entirely within the country they are by

/definition
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definition excluded from the external trade statistics although it will clearly
be necessary to record these and similar transactions in the accounts maintained
for purposes of the balance of payments,

(c) Categories of movements

21, It is emphasized that the determining criteria for the inclusion or
exclusion of any transaction should be that a movement of merchandise take place
into or out of a country, from or to another country, It is not necessary for
example that there should te a commercial transaction underlying the movement of
goods or that the goods move through an established customs station. The
following categories of goods are, therefore, in principle, included, namely:
parcel post, goods on lease, restitutions and reparations; water sold and
purchaged; electricity and gas; imports and exports by the government itself
whether or not the goods constitute a grant or loan; shipments to or from persons
or bodies holding a special concession in the country compiling the statistics,
These categories of goods are cited as examples only.

22, It is considered that, while the coverage of the.éxternal trade statistics
should, in principle, be completely comprehensive as discussed above, countries
nay find that the efficient disposal of the resources avallable for statistical
purposcs may require that certain categories of goods be excluded by countries for
whom their inclusion would have little economic significance (see chapter V),
Some examples of goods which are traditionally and rightly excluded in many

countries on these grounds are as follows:

(1) Migrants' effects,
(2) Personal purchases made by travellers,
(3) Border traffic of a kind not normally subject to complete customs
control,
(k) Commercial samples of little value.
These examples are clearly not exhaustive - certain of the categories of goods
mentioned in paragraph 21 (for example, electricity and gas) may be of such little

importance that they can in practice be excluded.

/The flow of goods
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The flow of goods

23. With the exceptions and reservations discussed above, the principles of
coverage recommended by the Group lead to the need for recording and bringing
within the trade statistics all goods entering or leaving the territory of the
recording country, from or to, other countries. The Group éonsidered how these
principles are related to the current practices of countries.

2., Two systems of reccording trade statistics are used - the special and the
general; and countries record on one or other of these bases, and, occasionally,
on both. The relation between these systems can be illustrated by analyging the
flow of goods into the categorics given in the following table,

25, The table uses the term "customs storage warehouse", It is recognized that
in some cases these warehouses may not exist as such but may merely be pilers,
sheds or warshouses in which goods are held under customs control, Goods in
"customs storage warehouse" should not be confused with unclaimed goods unloaded
from a carrier and awaiting either customs clearances or entry into warehouse nor
with those awaiting direct transit to another country. The table alsc uses the
term "customs manufacturing warechouse". Both terms should be understood to
relate to the holding of goods under customs control after centry into the
territory, but before either being put at the free disposal of the owner or his
agent within the territory or before leaving the territory. The table also uses
the term "entered directly™. This includes goods moved under customs control to

another port or interior point where they are cleared through customs,

/TABIE I
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TABIE 1
MOVEMENTS OF MERCHANDISE IN EXTERNAL TRADE
Key: 8 Included in special imports
Included in general imports

5': 1Included in special exports
G': Included in general exports

LY

A, Merchandise moving inward

1. Entered directly
(a) For consumption S G
(b) For transformation S G

2, Entered into custonms
storage warehouse G

3. Entered into customs manu-
facturing warehouse S G

4,  Withdrawn from customs
storage warchouse For consumption 5

5e Withdrawn from customs
manufacturing warehouse For consumption 2/ a/

B, Merchandise moving outward

6., Withdrawn from customs
storage warehouse For re-export Gt

7. Withdrawn from customs ,
manufacturing warehouse For re-export st Gt

8. Exports of national goods
(a) Domestic produce St Gt
(b) Foreign goods re-exported
after admission specifi~

cally for transformation-
other than in custonms

manufacturing warehouse St Gt
9. IHxports of nationalized Foreign goods imported
goods under 1 or 4 re-exported
without transiormation St Gt

a/ Since in both special and general trade these goods are recorded as imports
- on entry, they are not subsequently recorded when withdrawn for consumption.

/The outward flow
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The outward flow of merchandise
26, It will be seen from the Table that the total of merchandise passing out of

a territory is made up of items 6, 7, 8 and 9, This is the outward trade to be
recorded,

27, Since "special” exports consist of items 7 plus 8 plus 9, item 6 must be
added to special exports to obtain the total of outgoing merchandise. Item 6
consists of goods which have remained in warehouse since -entering the territory
and which have not therefore been included in "special’ imports; and they are not
included in special exports when they leave the territory, In the general system,
this aggregate of goods leaving the territory is equivalent to "domestic exports"
(items 7 and 8) plus "re-exports” (items 6 and 9),

28, The Group consider that the aggregate of goods leaving the territory or the
constituents thereof should be recorded by all countries, The Group, therefore,
recommend so that this main objective can be achieved, that countries on the
special system should at least record the merchandise moving outward under item 6
on a quarterly basis, anmalysing it according to the countries to‘which it is sent
and in sufficient commodity detail to allow all outward moving merchandise to be
analysed according to the groups of the Standard International Trade
Classification (SITC),

Exports and re-exports

29, The Group considered whether & recommendation should be made that countries
should compile their statistics in such a way that items 7 and 8, on the one hand,
and items 6 and 9, on the other, can te obtained separately., This would provide
information on domestic exports and re-exports apcording to the definition of
re-exports given in the International Convention relating to Economic Statistics
which the Group accept., Items 6 and 9 together give re-cxports: the sum of
items 7 and 8 would represent all other exports, This distinction is made under
the general system, but such a recommendation would mean that countries under the
special system would need to distinguish within their total exports merchandise
moving as described by item 9, The Group consider that despite the impossibility
of defining precisely what degree of processing is required to enable goods to

qualify as domestic exports, there is a significant economic difference between

/exports and
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exports and re-exports as defined here, The Group, therefore, recommend that
countries should attempt to distinguish between the two classes where re-exports
g0 defined are significant in their trade., They expect that countries will,
themselves, recognize the value of distinguishing in the outward flow of goods
the ccmponents which have and have not a counterpart in the gross product of

national industry,

The inward flow of merchandise

30, ©Similarly, the principle enunciated by the Group leads to the recommendation
that countries should record for the purpose of international comparability,
subject to the exceptions and qualifications noted above, all goods entering their
territories from abroad,

31l. For all territories, this aggregate is given by items 1 plus 2 plus 3 of
Table I, In the general system, this aggregate is equivalent to "total imports",
i.,e, so-called retained imports together with imports which later in time will be
‘recorded as "re-exports" (in the sense that term is used by those countries). In
the special system, however, goods whose movement is described by item 2, i.e.
those which on arrival are taken into customs warehouses, are not entered as
"imported" at that time. Some of these goods are entered as imports when
withdrawn from warehouse and put at the free disposal of the user within the
territory (item 4) and some are never entered as "speccial imports" be cause they
are withdrawn from warchouse only to be sent out of the territory (item 6),

32, For the purpose of recording the most comparable aggrecgate of goods cntering
the territories, the Group recommend that all countries should, if possible,
record and publish quarterly the sum or the constituent parts of items 1 plus 2
plus 3 at least according to the groups of the SITC with country definition, The
Group hope that countries on the special system will find it possible to follow
this recommendation by obtaining the necessary particulars about the goods under
item 2, recording them as at the time of arrival in the country. If, however, to
obtain the information presents real administrative difficulty and eXpense, the
Group consider that a substantial step to comparability would be taken if
countries on the special system would not only (as they do at present) record the

goods under item 2 at the time they enter into "consumption" (item 4) but also

/record
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record the goods sent out of the territory under item 6, with an analysis
according to the country from which they were received and in a form which will
allow them to be aggregated with goods under items 1 and 3, Goods under item b
are a part of special imports and are so recorded, so that the recommendation
involves, as did the recommendation on exports, the recording of goods under

item 6 by the country from which they are received (as well as for exports,
according to the country to which they are sent). The aggregate of items 1 plus 3
plus 4 plus 6 will only approximate to the real desideratum (items 1 plus 2 plus 3),
as the time at which a given flow of goods leave the warehouses will, of course,
differ from the time at which they enter the territory. The Group consider that
it will be helpful if from time to time countries adopting this more approximate
method can give information which would throw light upon the time lags between

entry into customs warchouses and withdrawals for consumption and i1e-export,

Special imports and retained immorts

33. The Group have not made any recommendations about the basis on which should
te compiled and published information concerning inward moving goods which are
used by the economy for consumption and processing. Countries on the specisl
system compile statistics of special imports (item 1 plus item 3 plus item k)
which for many countries approximate closely to the aggregate of inward moving
goods consumed and processed and measure directly the flows at the time they
enter the econony, They overstate this aggregate to the extent that there is an
influx of goods which later lecave the country under item 9,

3k. Countries on the general system usually prepare and publish figures of
retained imports, i.e, item 1 plus 2 plus 3 minus items 6 and 9. This also
approximates to the required aggregate though retained imports for short periods
of time will deviate from the required quantity, because of time lags in
re-exports,

35. The Group, however, consider that for practical purposes both sets of data,
namely special imports under one system and retained imports on the other system,

are likely to serve most of the needs for data on imports consumed and processed,

/Direct transit trade
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Direct transit trade

36, In addition to the flow of goods shown in Table I, goods may move between
countries in what is commonly called direct transit trade, That is, goods may be
consigned from one country A to another country B, and be routed through

country C. w/ Their movement through country C is ancillary to the physical, as
opposed to the commercial or economic, movement of goods from A to B, although the
goods may be stored in C or a bulk shipment may be broken in C, Goods moving in
this way are commonly treated on a different basis by customs administrations
than is trade proper, and it is customary and, in the opinion of the Gréup,
correct and expedient to exclude these goods from recorded external trade,
Customs procedures are notably less rigorous in relation to this trade and less
information and less reliable values are ascertained,

37. DNevertheless, the Group recognize that the distinction made by countries
between direct transit and other trade is in fact one determined largely by
customs procedure and not immediately by the economic characteristics of the
trade. For example, a change of ownership, in the example given ctove, may on .
occasion take place in country C, In order to improve comparability of statistics
of trading partners, one or other of which may attribute goods to the country of
transit, and in order to provide a good picture of the movement of goods entering
into world trade, the Group consider that it would be of value if countries would
record and tabulate statistics of this direct trade transit preferably by
commodity with one table further analysing the movements by country from which
sent and the other analysing the movements by countries to which sent. Some
countries at the present time publish statistics of their direct transit trade
and find them of considerable value for the purpose of providing information
about the part played by the individual country in world trade as a whole,

38. Certain countries have free ports and free zones within their territories.
Where possible, the Group recommend that the movement of goods through free ports

should be recorded by the relevant countries in the way recommended for the

ﬁ/ Direct transit trade does not normally include goods remaining on board a
vessel while in the port of a country.

/movement
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movement of goods through customs warehouses and customs manufacturing warehouses
in countries on the special system., If for any reason this proves impossible or
too costly, the trade of free ports should be separately recorded and published

as transit trade, except that goods moving under items 3 and 7 should be recorded

separately in the full detail recommended for external trade statistics.

II., VALUATION

The ditferent bases of valuation

39. The problem of obtaining international comparablility in the valuation of
commodities in external trade presents peculiar difficulties, Some of these
difficulties arise from the fact that value is a phenomenon of the market, and
the recorded value of a commodity will differ according to the market on which
the record is based, A commodity at the time of import may have one value in the
market existing between exporters in one country and importers in another (the
transaction value), and a quite different value in the market of the importing
country (resale value), In the same way, a commodity at the time of export may
have a "transaction value" which is different from the value in the market of the
exporting country (domestic value). Where the exporting country is contiguous
with the importing country, with the result that, apart from administrative
delays, the time of export coincides with the time of import, then three values
are possible depending on the market basis: (1) the domestic value; (2) the
transaction value; and (3) the resale value. Where the countries are not
contiguous, only two of these three values can occur simultaneously for a given
parcel of goods since the time of export differs from the time of import, It is
obvious that, at the time of export, the resale value of the commodity in the
importing country is unforeseeagble; it is alsc obvious that, at the time of
import, the domestic value in the exporting country may not be appropriate for
purposes of economic analysis in the importing country.

Lo, If it is granted that the purpose of external trade statistics is to provide
inforuation on the quantity and value of the commodities moving into and out of
the country, and 1f no considerations other than those of an economic or

commercial nature were involved, then it is likely that the economic statistician

/would
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would everywherc seclecct the transaction value from the valuss described above

in compiling these data, On these assumptions, moreover, it would appear more
important that a country’'s statistics should reveal the total cost of each
commedity entering a country, rather than what the commodity would sell for in
the internal market either of the country itself, or of the country from which

it was imported. In the same way, it would appear to be more important to record
the value of each commodity dispatchcd by a country to a foreign destination,
rather than the amount that it could have been sold for domestically in the
exporting country or the amount that it will resell for at its destination. That
is to say, that with no extra-statistical considerations involved, the external
trade statistician would, by the nature of his task, wish to compile his data on
the basis of the transaction value. (Tt may be noted that the transaction value
of a commodity imported is the same as the transaétion value of that commodity on
export, apart from differences due to insurance, freight and similar charges; and
that, in general, because the fransaction value is a firmly based figure it can
readily be adjusted to serve other purposes.) In practice, however, the external
trade statistician does not have any such choice, In most countries there is no
system of valuation of commodities for purposes of trade statistics as such. The
statistician, therefore, "makes do" with values placed on merchandise for customs
and related administrative purposes,

41, The values (customs values) required by customs laws and procedures are
designed for revenue purposes rather than for those of economic statistics,
although there is no necessary antagonism tetween the two purposes. Strictly
speaking, the term "value" in the customs context is a legal concept rather than
an economic fact, Frequently, the intention of the concept of value embodied in
the customs law is to obtain for ecach commodity a valuz having economic
significance, and rules are laid down as to the market on which the valuec is to
be based, The transaction valuc may even te specifically rcequired by the customs
law. Freguently, however, the customs concept results in values which have no
relation to the transaction value. Occasionally, too, the customs law does not
contain any general concept of value, but actually lists the prices at which

given commodities are to be valued (tariff, official or arbitrary values). In

/some
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some cases changes in these price lists are essentially a mechanism for changing
rates of duty. However, it can be said that the tendency in many countries is to
avoid this practice,

L2, The utility to a country of its external trade statistics has, as a
consequence, been seriously reduced by the use of values other than transaction
values. Moreover, comparability of the trade statistics of differcnt countries
has been limited by incomparability of customs concepts and practices in this
matter.

43. In general, the concept of value embodied in the customs law is the basis on
which importers are required to declare the value of their goods. The "declared
valucs" are therefore usually the values declared by importers in accordance with
customs rules, and these values may approximate to one of the three kinds of
economic values referred to in paragraph 39 above (or to the artificial values

discussed immediately above),

Recommendations of the Convention

L, The provisions of the Convention on this subject are contained in Annex T,

Part I, Paragraphs IT and III, and read as follows:

"II., There shall be maintained or established the system of valuations
known as 'Geclared values', that is to say, values declared by importers
or exporters (or their duly recognized agents) in respect of each
individual transaction, Further, with a view to obtaining accuracy in
statistics of external trade, such values shall be subjected to
verification and systematic checking,

"IIT, (a) For this purpose values at the frontier (land or sea frontier
as the case may be) shall be employed; that is to say, in the case of
imports, the value at the place of dispatch plus the cost of transport
and insurance from that place to the frontier of the country of import,
and, in the case of exports, the value free on board or freez on rail or
road vehicle at the frontier of the country of export,

"In the case of imports, import duties, internal taxes and similar
charges imposed in the country of import shall be excluded from the
values, In the case of exports, export duties, internal taxes and
similar charges imposed in the country of exports shall be included in
so far as they in fact remain charged on the goods exported.

/"(b) When
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"(p) When in any country ad valorem duties are imposed on imports
or exports, the values ascertained in conformity with the methods
prescribed in the fiscal legislation of such country for the assessment
of these duties may be used for the purposes of the statistics of imports
or exports, even though they may differ from the values as defined in
varagraph (a) above, Similarly, in any such country, the values
ascertained by the application of the same methods may be employed in
respect of goods exempt from duty or subject to specific duties, When
thig course is followed in any country, its statistics must show clearly
the method of valuation adopted and should give at least an annual, and
if possible a detailed, estimate of the values on the basis of the method
of valuation described in paragraph (a) above,"

Importance of transaction values

45, It will be observed that the Convention distinguishes between "declared
values" and "customs values". From what has been written above, it may be
concluded that the term "declared values" is an inappropriate one since the value
which the customs law requires importers to declare is frequently, if not usually,
the value as determined by the customs law, which may be very different from any
market value, That this i1s merely an ambiguity of terminology appears clear from
Paragraph III, The intention of this paragraph can, without difficulty, be
interpreted as leading to what has been described above as the "transaction
value"; and, in what follows, this interpretation will be assumed.

46, It will be seen that, in the Convention, the signatories undertoock to use
one of two methods., The first, the Group have interpreted as leading to the
"transaction value" (including insurance and freight in the case of imports); the
second leads to the value prescribed in the fiscal legislation of the country.
Countries using the fiscal basis were to give at least an annual, and if possible,
a detailed estimate of the transaction values, It is not known whether any
country actually provided these estimates, unless the periodic adjustments of
merchandise values contained in balance of payments estimates may be considered
as meeting the requirenents of the Convention, It is clear that, if countries
had provided the detailed esti.ates of transaction values which the Convention
may be interpreted as requiring, international comparability would have advanced
greatly in the period ﬁhat has elapsed since the Convention was signed, The fact
that the Convention might have. been interpreted as requiring alterations in basic

fiscal legislation may have operated against its implementation in many countries,

/It can be
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It can be emphasized, however, that countries need not be required to discard
national systems in order to achieve comparability. For purposes of international
reporting, countries may be asked to record the transaction value as an additional
item where it markedly differs from the customs value. Since the transaction
value is usually known at the time of import and export, being contained in the
documents supporting the customs declaration, no important practical difficulties
would be involved, This procedure would provide information essential to the
country itself, apart from its contribution to international comparability,

L7, Starting from the general considerations set forth in the previous paragraphs,

the Group agreed that the transaction value is the appropriate one for trade

statistics., They further noted that in mwany countires the customs valuation
approximates to the transaction value, But a number of countries bage values on
arbitrary price lists or on resale values or values in the exporting country.
The former produce values meaningless for cconomic purposes; the two latter tend
to be administratively determined and therefore differ considerably from
transaction values, Those countries which do not compile their trade statistics

on the basis of transaction values are urged to do so.

Definition of transaction values

48, The Group recommend that the following rewording of the definition of

transaction value given in the Convention be adopted as standard:

"In the case of imports the 'transaction value'! shall in general
be the value at which the goods were sold plus the cost of
transportation and insurance, where not already included, to the
frontier of the country of import (including unloading charges at
the frontier, if any); and, in the case of export the 'transaction
value' shall be the value free on board or free on rail or road

‘vehicle at the frontier of the country of export.

"In the case of imports, import duties, internal taxes and
similar charges imposed in the country of import shall be excluded
from the transaction value. In the case of exports, export duties,
internal taxes and similar charges imposed in the country of export
shall be included insofar as they in fact remain charged on the
goods exported.”

/The Group
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The Group recommend that transaction values so defined shall be used by countries
for the purpose of their statistics of external trade or that countries be
requested to provide guarterly statistics on the basis of these values according
to the commodity groups of the SITC with country analysis,

49, The Group felt that countries whose system of valuation for statistical
purposes conformed essentially to the definition of transaction value need not

be asked to make adjustments for small differences,

Imports; c.i.f. and f,o.,b., values

50. The definition just given leads to c¢,i,f, valuation for imports and f.0.b,
for exports. The Group considered the guestion of the rival merits of f.o.b. and
c,i.f, valuations for imports from the point of view of the use of the data for
balance of payrents calculations (and for economic analysis).

51, Free on board values for imports are not in all cases to be preferred for
balance of payments estimates to c¢,i.f, values., Where, for example, the imports
of a country are largely carried by its national shipping and insured by
national insurers, it will be sensible to exclude these earnings from the balance
of payments estimates if f,o.,b, values for imports are available, If only c.i,f.
values are available it will be necessary to estimate the shipping earnings and
insurance element, either to deduct it from the import bill or to enter it as

a credit. In either case the c.,i,f. value will introduce a source of error into
the accounts, The position is, however, quite different when a country uses

the shipping and insurance services of other countries, Here the total ¢.i.f,
value will represent a total of out-goings, and the f.o,b. value only a part,

If c.i.f, values are available, there may be error in the distribution of the
total between the merchandise account on the one hand and the shipping and
insurance account on the other, but the sum of the items will be secure, If
T,o.b. values only are available, the merchandise account will be covered, but
the shipping account must be estimated., Moreover, it will often be true that

an importing country will pay for shipping and insurance services not directly
to the country ultimately providing them but to the country supplying the

rerchandise imports, that country in turn purchasing the services.

/52. In the case
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52. In the case of land transport, and where f.o.b. and c.i.f. differ, it will
be more difficult to obtain f.o,b. than c.i.f. valvations, for f.o.b. values
require the making of a distinction between freight charges incurred inside and
outside the exporting country and, in the case of sea transport, where that
distinction is easier to make, freight documents are often made out c.i.f.

53, An f.o0.,b. valuation includes inland freight in the exporting country but
excludes onwerd freight to the importing country even when accruing to the
exporting country - a dichotomy which appears to be without economic meaning for
the importer. Moreover, 1t may be noted that the attempt to maintaln a
distinction between charges for merchandise and charges for insurance and
freight can never be successful since the merchandise account inevitabdly
containg many transport and othexr service charges.

54, One important analytical use of trade statistics is to create a matrix of
world trade, showing for particular commodities <r groups of commodities the
flow of trade between countries, distingulshing the sources of exports and the
destination of imports. It is sometimes argued that this type of analysis
requires that imports and exports should be on a common bagis of valuétion, namely
f.0u.bs 1n order that the value figures may be immediately comparable. Insofar as
the data for individual countries are unavailable, there is unguestionably an
advantage in an ability to estimate the (f.o.b.) imports of country A from the
(f.o.b.) exports of country B. But when data are available, there is a
declsive advantage in imports and exports being on different systems of
valuation; for two matrices can then be constructed, and the differences
between them allows an Independent analysis of a substantial element in
distribution costs. Matrices are normally constructed on either an export or
an import basis, not a combination of the two, and the differences in value for
the exporting and importing country under both f.o.b. and c.i.f. definitions
create no difficulties. It was in additlon considered that much of this type
of matrix analysis is carried out on a commodity basis and that for this use,
physical unit figures may be more useful.

55. For mogt purposes of economic analysis, c.i.f. values are preferred to
f.o.b. For example, the c.l.f. value figures are comparable with the domestic

prices of the importing country whereas f;o.b. figures are not.

~
/Recommendation
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Recomrmendation on bases of veluations

56. Weighing these various arguments and considerations the Group recommend
that the basis of valuation of imports should be the c.i.f. transaction value;
and they recommended thaet the bagis of valuation for exports should be the f.o.b.
transaction value.

Valuation problems

57. The Group considered various kinds of transactions to which their
recommendations might be difficult to apply.
58. The Group recognized that goods moving under governmental transactions or
under private gquasi-barter trade may be bought and sold at prices which differ
markedly from those of the same goods bought under more competitive conditions.
These kinds of reciprccal arrangements can distort the aggregate of trade.
Nevertheless, the Group considered that these prices are the transaction prices
and must be accepted as such. It would be impossible to adjust the many
variations in contract prices which lle between fully competitive purchase and
sale and inter-govermmental and other barter or quasi-barter transactions at
nominal prices.
59. Goods whose movement in external trede 1s not accompanied by an opposite
movement of currency or credit have no actval transaction value; in these cases,
the "theoretical transection value" should be used, i.e. the value which would
attach to the merchandise in question if it were the subject of a commercial
transaction. Xinds of trade which may require theoretical transaction values
to be estimated are:

(a) trade and barter agreements based on quentities without stated prices,

(b) goods sent on consignment,

(c) re-imports or re-exports of unsold articles,

(d) goods moved under concession,

(e) gifts made by private agencies or persons,z/

(f) +the personal and household goods of migrants,

(g) @goods moving between affiliated businesses,

g/ Free gifts between persons often cannot be separated from other categories of
shipments such as parcel post (which in itself gives rise to special problems);
they should, in such cases, be valued by the method used for the categories of
which they form a part.

/(h) articles
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(h) articles sold to cover customs charges,

(i) confiscated contraband,

(3) leased goods.
60. Exports and impcrts under inter-govermmental or governmental aid programmes,
mutual or unilateral, should, in the absence of actual transaction values, be
velued as follows., All supplies should, if possible, be valued by means of
theoretical transaction values. Milltary goods should, where necessary, be
valued at nominal value or nominal value less depreciation or, if these values
are not known by the importing coumtry, at the cost of similar goods in that
country. '
6l. Goods entering bonded warehouses and which are still the property of the
exporter can be treated as lwports on consignment. Re-exports from bonded
storage werehouse (like other re-exports) should, of course, be given their
transaction value at the time of re-export, not their transaction value ag
imports.
62, In valuing goods moving in the improvement and repair trade, the principal
object is 1o obtaln a measure of the value added by the improvement or repair,
and if there are difficulties in valuing the merchandise no more than the value
added need be recorded. Where recording is possible on import and export, the
dual valuation of the goods can best be done by using the definition given in
the Conventlion, slightly amended, as follows:

"For goods moving in the improvement and repair trade the full value of

each category of goods shall be shown both on arrival in and on dispatch

from the territory. By the full value of the goods 1s meant, in the first

instance, their transaction value (actual or theoretical) in their

unimproved or unrepaired state, and, in the second, this valus plus the
value of work and material added."

Currency octversicn

63. In general, a country collects in terms of its own national currency the
figures for the value of its imports and exports so one or both sets of
currency filgures must be converted before comparison can be made with the trade
figures of another country. If value is to be shown for groups of countries
taken together, national velues must be converted to a common currency. The

factors by which these conversions are made are called currency conversion factors.

/64. Ordinarily
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64. Ordinarily, this process of conversion presents no problems and no
gignificant error is made by converting national value figures into another
currency by means of the par rate. If the par rate fluctuates during a
statistical period, average currency conversion factors for the period, obtained
by weighting each rate by the total amount of the (a) imports, and (b) exports
moving at that rate, are in general adequate for most conversions.
65. A similar problem of conversion arises in expressing a country's trade in
terms of the national currency since transaction values expressed in foreign
currencies must be converted. Here, too, conversion at par rates is generally
adequate. But in many countries exchange rates differing significantly from one
another are used at the same time for different commodities and even for
varying origins and destinations of the same commodity. Sometimes such a
maltiplicity of exchange rates is lald down by regulations; scmetlmes it is
produced indirectly by fiscal devices such as those listed below.
(a) Where the free market exchange rate between the currency of the reporting
country and its trading partner differs from the official rate, exporters in
the reporting country may not be forced to change all of their foreign
currency at the official rate, and importers in the reporting country may
procure scme of their foreign currency requirements in the free market.
(b) Some govermments require that exporters accept "exchange certificates"
in pert payment for the foreign curremcy they surrender, the balance being
paid in national currency, and correspondingly require that lmporters
surrender exchange certificates as well as national currency in order to
obtain foreign currency.
66. The result of these measures is that care must be taken if the true
transaction value in the national currency is to be recorded, i.e. the national
currency equivalent of the amount paid by the importer or received by the exporter.
67. Even when these figures are obtained and recorded, they have, of course,
only a limited meaning either to the domestic user or for international

PUrPOSES.

/It is
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It is impossible to know what rates of exchange should be used for converting
the national currency statistics to obtein the forelgn exchange credits and
debits in merchandlise trade and the true extermal values.
68. The Group concluded that where these multiple exchange situations arise,
two sets of value figures become necessary, no less for the recording country
than for intermational purpoges; namely,
(i) the true f.o.b. and c.i.f. transaction values expressed

in the natioﬁal currency, each transaction having been

converted from the foreign currency at the appropriate

rate of exchenge,

(11) the foreign exchange values of transactions, converted

into the national currency at pre-determined, publlished,

and unigue rates for each foreign currency.
The statistica-based upon the first set of values willl show the impact of
external trade upon the domestic economy: the second will show the effect of
trade upon the country's external position and allow its own trade statistics
to be related to those of other countries. '
69. Accordingly, the Group recommend that countries with multiple exchange
rates collect and publish tpe two sets of value figures outlined above,
preferably in thelr own statistical publications, but at least quarterly with
& commodlity anslysis according to the groups of the SITC sub-divided by

countries of provenance and destination.

JIII. ANALYSIS
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ITT. ANALYSIS OF TRADE BY COUNTRY

Definition
70, No method cf defining the countries from which imports are received and the
countries to which exports are sent was prescribed by the Convention, In Article
3 1t is stated that the parties undertock, as far as the means of investigation
et their disposalkpermit, to prepare for the purposes of experiment, the
statistical tables specified in Annex I, part IIT, viz:
(1) Tables of imports to show for each of a number of selected articles
(a) the countries of origin or production
(b) the countries of consignment or provenance
(c) the countries of purchase
(2) Tables of exports to show for each of a number of selected articles
(a) the countries of consumption
(b) the countries of consignment or destination
(c) the countries of sale
It appears from the Convention that this experiment was to provide information to
form the basis of a supplementary agreement among the parties concerming the
country definitions best sulted for international comparability. No such
supplementary agreement was ever reached, ' '
Comparability

71, There 1s little doubt that differences in definitions in this matter appear
at present to be a most sericus cause of incomparability in the reported data of
the different countries and of confusion in world trade statistics, A
considerable part of this incomparability however is, in reality, due to the
differences in coverage dilscussed above (e.g. warehouse trade, "nationalized
exports", etc,). This part of the incomparability will be eliminated or
substantially reduced by the recommended definitions of coverage., Nevertheless,
a certaln amount of Incomparablility will remain due to differences in country
definitions,

T2. It was a matter for comsideration by the Group whether this element of
incomparability is of such a magnitude as to warrant asking countries to make
additional compilations on alternative definitions when they may, for national

/purposes
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purposes, find 1t necessary to compile information on the basis of their existing
definitions, The Group considered the further problem of the incomparability
which would be caused by the lack of comparable Information about the countries
traded with, even if countries were to use the same definitions, Based on the
information available to it, country A may show certain exports to country B as
either country of consignment or consumption, The goods may, however, move through
country B in direct transit to country C thereby escaping recording as either an
import or export in country B, with resulting discrepancies between the statistics
of A end B, If the information is available, A should, of course, record the
export as to country C.

Country of purchase and sale

73, The Group first considered the analysis of trade by countries of purchase énd
gsale, In order to see how this form of analysis would record certain relatively
commen types of transactions the Group considered various kinds of hypothetical
transactions, e.g.

Country A produces goods which are sold to a resident of B, who
in turn sells them to a resident in C; they are shipped directly
from A to C,

On a purchase-sale basis of recording trade, the statistics of A would show the
export to B and the statistics of C would show the import from B, However, the
transaction would entirely escape recording in the statistics of B since the goods
did not touch at B. In other less common situations the transactions might escape
recording by both the country which purchased the goods and the country which sold
them, No comparability of trade statistics between trading partners may be
expected if statistics were compiled on a purchase-sale basis, Even if a country
were successful in measuring all the purchases and sales made by its residents,
including those for which goods did not touch its borders, the resulting
statistics would not be trade statistics in the sense they are discussed here,
nemely & record of the movement of goods from one country to another,

T4, Even for goods moving across its borders, the compilation of its statistics
on a purchase-gale basis confronts a country with certain problems if information
useful for balance of payments purposes is to be compiled, The definition of the
Convention, which for this basis of recording determines the country by the "place

/of business"
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of business" of the purchaser or seller, calls for information fram the importer
or exporter which for most transactions can be supplied, There will be problems
when the goods are sent from or to an agent in a country other than the one which
is the "place of business" of the seller or purchaser, The problems of obtaining
correct information become even greater, however, when, as needed for balance of
payments purposes, the deteﬁmination of the country must be based on the "place
of residence" of the seller or purchaser, Added to the problem of i1dentifying
the true seller or purchaser is the problem of determining "residence" of the
buyer or seller in the balance of payments sense, It can be concluded. that for a
country with many buyers and sellers at home and in its partner countries the
compllation of 1ts trade statistics on a purchase-sale basis would be at best a
very expensive operation requiring a substantial effort to determine the residence
of the buyer and seller for each external trade transaction, On the basis of
these considerations, the Group agreed that 1t could not recommend analysis of
trade statistics on the basis of countries of purchase and sale, It was
recognized that some countries may find a use for supplementary information of
this kind in analysis of its balance of payments by geographic areas, but countries
should consider whether the composition of the trade and the nature of 1ts
movement is such that reasonably accurate information can be obtained without
undue effort, This may be the case, for example, where a country principally
exports to or imports from a relatively few buyers or sellers so that accurate
information on "residence" in the balance of payments sense can be obtained,

Country of production of consignment

5« The Group next considered the remalning alternatives: for imports - countries
of origin or production as against countries of consigmment; for exports -
coumtries of consumption as against countries of consigrment,

76, The Group discussed their rival merits, it being understood that country of
consignment means, in the case of imports, the country from which the goods were
first shipped to the reporting country without any commercial transaction
intervening between that country and the country of import., In the case of
exports, the country of consignment means the last country to which the goods
were shipped by the exporting country without, as far as is known, any commercial
transaction intervening., Bulk may be broken in both cases between the reporting

/country
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country and the countries %0 which or from which the goods were sent. ZEven
though an exporter is aware that goods being sent under a commercial transaction
to a merchant in another country will subsequently be resold and dispatched to
a third country, the ultimate destination will not be recorded by the exporting
country as the country of consignment. Nevertheless, the records of the three
countries involved will reveal the movements of the goods. The ultimate
destination will be recorded by the country from which the goods will be
re-digspatched on the subsequent sale, so that the trade statistician will record
both movements under both transactions.

Country of production

T7« Analysis of imports by countries of production has the advantages that it
(a) shows directly the relationship between the producing and importing country
and (b) arises naturally out of information available to customs wherever import
guotas or differential duties depend on the country of production. There are,
however, difficulties in determining country of production so serious that the
Group cannot recommend it for universal use. It was recognized that importing
countries can usually obtain reasonably accurate information about country of
production for finished goods requiring the marking of the country of production,
for commodities requiring a carefully administered certificate of origin, and
for raw materials produced in only a few areas and not normally transformed by, or
mixed with materials from, other countries before importation. However, this
information is frequehtly not available for many types of products. For example,
when a country buys goods like wheat or rubber, the seller may deliver a
consignment which he has collected from several naticnal sources; in other cases,
the origin may be unknown both to the supplier and to the importer. Again,
brokers may be loath to disclose the ndtional origin of the goods they sell
lest their services be dispensed with in subsequent transactions. For all such
shipments it 1s difficult if not impossible to obtain accurate figures by
country of production. Moreover, much of the loglcal appeal of recording by
countries of production is lost because goocds are often produced by successive
processing and handling in various countries. For example, a country of
production definition may attribute the export to a country that mersly dressed
furs produced in another country.

/18. Goods
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78. Goods produced in this way ralse difficult problems of the interpretation of
country of "production", interpretations which vary in practice from country to
country, depending on legal or other non-statistical considerations, and which
may in fact vary from one transaction to another within a country. |

Country of consumption

79. For exports, it appears well nigh impossible accurately to record country

of consumption, since it is frequently undetérmined at the fime of export,or, if
determined, unknown to the exporter. And, if known, the exporter may be unwilling
to supply the information.

Country of consignwent

80. The Group concluded that statistics compiled on a production-consumption
basis are unlikely to be accurate, will mask intermediate transactions and will
not produce comparsbility of trade statistics among trading partners. Turning
to the recording of trade on the basis of country of consignment, it appeared

to the Group that this method offered the greatest possiﬁility of attaining
accurate statistics and reasonable comparability. In general, this method of
compliling trade by country statistics will promote the recording of the same
transactions by exporting and importing countries. Transactions can, of course,
occur where this comparability is not achieved. It will not, for example, be
achieved when goods are exported to countries compiling statistics solely on the
gpecial trade system or to free ports subsequently to be re-dispatched abroad dd
from bonded warehouse or other form of customs control. The recommendations on
coverage made in this report will tend to prevent non-comparability in the
recording of these transactions. Goods may also be dispatched in transit through
a second country to optional destinations, and here again comparability clearly
may not be achileved. In such cases, however, the goods should, under the
definition of consigmment, not be recorded to the country of transit but to one
or other of the optional destinatlons thereby limiting the amount of
non-comparability. Again, comparability will not be achieved if a cargo shipped
to one country is diverted on the high seas to another destination, or is resold
and sent in direct transit to a third country before entering the import
statlstics of the country to which consigned. There appears 1o be no way of
avoiding this sort of difficulty; but on balance the relatively limited extent

/of such
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of such possgible errors appear to warrant some confidence that the use of the
consigmrent basis will assure reasonable comparability of trade statistics and
accuracy In the recording of world trade.

8l. Analysis of imports by countries of consigrment has the importent adventage
that the importer and the customs authorities can for almost all transactions
determine at the time of import whence the goods were consigned, fhus increasing
the accuracy of the statistics. Moreover, for meny commercial purposes knowledge
of country of consigmment is no less valuable than knowledge of country of
production. If the trade of a country is analysed according to the country to
which goods are sent or from which they are received, the countries with which
trade is shown mey properly be regarded as the trading partner of the country
considered, in that the trade between them gives rise to bilateral commercial
relations., For the above reasons, therefore, the Group recommend that countries,
wyere possible, should adopt the country of consigmment basis for their trade
statistics. Where there are legal or other impediments to this being done, the
Group recommend that supplementery information be collected by country of
congigrrient and quarterly statistics be made available on this basis according
to the commodlty groups of the SITC.

82. The Group recognized\that some countries might find it desirable to collect
import statistics by country of production to serve national needs, and that
where accurate informetion was obteined such statistics for a number of
consuming countries would be very valuable asg direct measures of the flow of
goods from producing to consuming areas. In other, less frequent, cases
countries may wish to record exports by'country of congsumption.

Country classification

83. The Group recognized the desirability of having each country use a country
clagsification reflecting descriptions of their own custom areas by the countries
of the world. The construction of a summery of each country's definiticn of

its own customs area isg in process In the United Nations Statistical Office at
the request of the Statistical Commission and its widespread use after
completion should assist international comparability of trade statistices to an
important degree.

/IV. QUANTITY DATA
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IV. QUANTITY DATA

84. The Group agreed that in addition to their substantial importance as a
basic measure of the international movements of goods, physical units of
quantity derive an added usefulness because of their independence from the
valuation difficulties discussed elsewhere in this report. By avoiding the
valuation problems of multiple exchange rates and of changes in exchange rates,
quantity flgures provide a relisble measure of a large part of trade. Quantity
figures cen also provide a measure of the movement of goods between trading
partners which, in contrast to the value measure, is not so subject to
differences of measurement between the exporting and importing country.
85, The Group first of all considered the following provisions of the Convention
in regard to units of measure:

"The unit or units of measure in which quantities of each

commodity are stated - weight, length, area, capacity, etc. =
shall be precisely defined.

"When the quantity of goods of any kind is expressed in any
unit or units of measure other than weight, an estimate of the average
weight of each unit, or multiple of units, shall be shown in the
annual returns.

"In the case of weights, precise definitions shall be given of

the meaning of terms such as 'gross weight', 'net weight' and 'legal

net welght', with due regard to the varying significance of the same

term when applied to different classes of goods."
The Group noted that the second paragraph of the provision permitted countries
to use units sulted to domestic purposes while at the seme time making it
possible to convert these units to units of welight for purposes of intermational
comparabllity. Because of the substantial dlvergences in the units of quantity
used by countries, such a provision offers the greatest possibility of
obtaining uniform quantity information at low cost.
86. The Group proposed that the United Nations Statistical Office examine
the types of quantity figures used by countries in reporting their trade and
select the unlt most suitable for each SITC group. The unit selected for an
SITC group would be applicable to the SITC items within the group for

/international
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intermational reporting. Countries would then be requested to report their
trade in SITC groups in terms of these selected units of quantity. It is
apparent that for the great majority of SITC groups, a welght figure will be

the one most suitable. Countries should, in the opinion of the Group, be
requested to present the weight figures on a net basis excluding all containers
enclosing the commodlty specified, as this is the figure most useful for

trade statisticlans end the only basis on which different shipments of the

same commodity can be accurately compared.

87. While net weight will be the unit requested for the great bulk of the

SITC groups, there will be a mumber of groups such as those for wood, lumber,
certain types of machines, petroleum procducts, gas, etc. where some other unit
may be more universally used by countries to measure their trade and in which,
therefore, countries could with less effort supply the requested data. The
Group would not wish their recommendation to impede the progress which has been
and 1s being made to collect trade figures in terms of quantities and
particularly in terms of weight.

88. The Group recognized that despite these efforts toward simplified reporting
on a comparable basis, many countries would still face difficulties in reporting
thelr trade in terms of the units selected for each SITC group and item.
Countries should therefore be free to convert from their natiopal units to

those recommended by the use of estimates.

V. CONFORMITY WITH RECOMMENDED DEFINITIONS

89. The objectlives set out in the introduction to this report can only be
achieved if countries conform with the recommended definitions and standards.
Conformity is, however, necessarily a matter of degree in such a field of work
ag gtatistics. Without disproportionate expense and burden on traders, it is
impossible for countries £o adhere completely to any set of standards.

90. It would therefore be unrealistic and unnecessary to request’COuntries to
work toward precise conformity with the proposed international standards.

National practices x=- produce results vwhich are substantially identical with =&

those here recommended. Even in the case of countries'making changes to

/conform
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conform with the standards, it may be proper to adopt practices which deviate
deliberately from the ideal standards, because the error introduced or the
detail of trade unrecorded or unavailable may be incommensurate with the cost of
attaining complete congruence with the true desiderata.

91. However, countries should not deviate from the international standards
when the deviations bring about results which differ to any substantial extenf
from the results that would be obtained in accordance with the recommendations.
The Group therefore recommended that countries be requested to refer deviations
from the standards to the United Nations Statistical Office for advice as to
the appropriate action to assure reasonable international comparability of
external trade statistics in terms of aggregate trade and of trade analySed by
country and by commodity.

92. It was recognized that to ensure reasonable comparability countries might
have to investigate the probable effect of deviations on the statistics., For
example it might be necessary for countries to investigate the volume and
commodity and country ccomposition of the trade in certain categories of
shirrents in order to determine whether a particular practice would or would
not conform reasonably closely to the standard coverage definitions. Countries
might furthermore have to investigate the extent of deviations from the
standard definitions of value, country, physical units of quantity, etc.
Investigations of this kind are necessary if .reasonatle ccmparability of tradev
statistics is to be achieved. The investigations would, in addition, be
valuable for national purposes by providing countries with information which
they may not have at present on the accuracy of their statistics. The Group
also consider that any deviations from the standards should be kept under

review so that they may be altered with changing circumstances.

Vi. EXPLANATION BY COUNTRIES OF THEIR DEFINITIONS AND FRACTICES

93. The Group finally attach great importance to the publication by countries
of a current and up-to-date explanation of the definitions to which they
actually work in the recording of trade statistics and of the extent to which

any deviations from the recommended standards affect the ccumodity and country
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composition of the trade as measured in the statistics. Particularly, the Group

recommend that countries provide a full description of their definitions, practices,

and exceptions on the following subjects:

(1)

Categories of goods excluded but recommended for inclusion in the

standard definitions.

(2)

Categories of goods included but recommended for exclusion in the

standard definitions.

(3)
()

The boundary of the statistical territory.

Special treatment in regard to commodity or other information on

certain categories of merchandise, e.g. parcel post, border traffic, etc.

(5)
(6)
(7)
(8)
(9)
(10)

Definition of countries to which trade is attributed.

Definition of valuation.

Method of converting values in foreign currency to domestic currency.
Method of treatment of direct transit trade.

Periods of time to which the trade statlistics relate.

Other matters which would materially assist in the understanding of

the statistics.

The Group wish to place upon record their appreciation of the willing and able

asgsistance given to them by members of the United Nations Secreteriat.





