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VOLUME MEASURES IN ISIC & AND 7 SERVICES INDUSTRIES:
COUNTRY FRACTICES AS A BASIS FOR INTERNMATIONAL GUIDELINES

1. INTRODUCTION

This paper is directly related to the ogbijective of proper
constant—price estimation ir the services part of the national
accounts. The sceope of the paper iz IS5IC & Wholesale and retail
trade, restaurants and hotels and 15iC 7 Transport and comminica-—
tigns. In studying these two major divisions af services
industries Ffor the given obhiective., there is A& nead to examine
rather closely a wide range of activities ang services.

Yvolume measures should be considered both from an imdustry and a
commodity point of view, as the latter in most instances also
forms the basis for value added estimates in constant prices, The
commadity (= product) detailg are very much at stake 1n the
process of decomposition of output and input values into price
and valume components. Therefore, basically the products are the
ones to be measured in terms of volumes, subsequently leading to
activity estimates in volume terms. A short—cut to valwe added in
constant prices without dealing with or ratlecting volumes of
products ‘is a sort aof last resort amd should definitively not be
recommended.

The two ISIC major divisions constitute a major part of the _
services activitiez. Wholesale and retail trade repressnt between
14 - 15 per cent of GDF (19807 at the world level, whetrecas
transport and communications count for approximately & per cent
of GDF. Pending upon whether restaurants and hotels are included
or not, the two ISIC major divisions at least count for more than
20 per cent of the global GDF, mayhe close to one fourth.

The average growth rates in the two service groups were 4,6
respectively 5,1 per cent 1n the periocd 1970-75. significantly
apove the growth rate for GDF at 4,1 per cent. Ten years later in
1980-8%, the figures were 2,6 and 2.4 per cent, close to the
growth rate of 2.6 per cent for BGDF.

This paper is an intermediate report, primarily a summary =tudy
report on the country practices in this field. It gives a clue to
what kind of guideline proposals to be expected 1f current
practices were the basis for guidelines. At the end of the paper.
some points For discussion are raised so as Lo clarity to which
extent thiz should be a ouiding criterion, and to discuss other
primcipal matters. Following as & next step, (13 the full repart
o+ the country practires study will be complieted, (1) some
empirical comparison will pe carried out {on Norweglan datal) to
study implicaticns of alternative methods and indices, (3)
further references or studies should be reviewed, (4) conceptual
issues should be discussed and (3) Finally mabe the guideline
proposals on methods and indices to be used in these two services
ingustries. Fending upen the discussion at the Dttawa meeting,
there might be possibie to conclude this work by early spring
19%G at the latest.
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T. CcOnCEFTUAL 1SSUES

2.1 GENERAL [S35UES

United Nations in it= 1979 Manual on Natiomal Accounts at
Constant Prices has a good presentation on most of the guestions
that arise with respect to volume messures in the services area.
Berving as reference to the findings of the study (see chapter
), the following chapter 2 will review some at the main
recommendat ions of the Manual. Apart from that, no review of
conceptual matters is found in the paper.

A basic coancern is of course the identification of services.
Unless thics is achieved, the construction of volume measures 1Is
in fact impossiblie. The point of departure should therefore he
ore rooted in a detailed approach. Consistency with the current
values of the same services is of cowse important. The

guantity measures are sensitive to variations in the effective
demand of the services, and the guality of many services may be
sensitive to over-—crowding. There is much simpler in gensral to
apply the defiation approach where standard prices are available
than to build up volume measures directly from gquantity data.
Using the farmer apprnach, the guality change problem 1s to be
watcher in relation to the characteristics of the services being
priced.

fAs to the choice hetween detlation approach and extrapolation
appraach, the Manual distinguishes between three different
situations: complete information and recording of values,
guantities and prices, incomplete price and quantity informatian
and incomplete value data. In the first case,.it is immaterial
whether to use deflation or extrapeolation. In the second case,
the Manual stresses the preference for price deflaktion, due to
the Fact that price relatives generally display less wvariation
than quantity relatives. In the third casze, however, wtrapola—
tion is the only possibility. Attention must e an coverage to be
zz putensive as pozsible, because ervors from ommissian of items
are likely to be much more serious for volume indices than price
indices. In this latter case values are estimated by extraptla-

ting bench—mark figures by means of both price and volume
indices.

2.2 GPFECIAL ISSUES Ih TRADE AND TRANSPORT

¢ir  VOLUME CONCEFT OF TRADE MARBINS

Trade and transport margins is a subject of special interest due
to its gpecial cantent and its link to the wvaluation conrepts of
purchasers’ and producers” values. GBross pgutput 1n wholesale and
retail trade iz by convention measured by gross margins rather
than #ull transaction valug in order ot to exaggerate the rate
of distribution in the economy. While the definition of dis-
tributive servicres it rot particularly difeicult, to gquantity
them seems the more difriculi. The Maruwal stresses that the
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volume of trade margins must not be measured directly and cannot
be assumed remaining constant per unit of goods sold. In
practice, however, approzimations are needed in the light of
data available.

In practice. the measurement of the volume cof distributive
services must be based on the volume of goods scld by dis-
tributars, weighted by the values of the margins attached to them
rather than by their sales values. There seems to be no practical
or operational way in which the amount of services per wunit of
goods can be guantified and measwred,

(ii) VOLUME MEASBURES IN TRANSFORT IMDUSTRIES

When it rcomes to the transport margin, this i1z cansidered a
phvsical transformation in the producer®s goods. The value of
transport margins at constant prices can be obtained by multi-
plving the goods sold in the current year by the transport
margins in the base year. The margin consists of two elements:
distance (or number of kilometres) ard price per kilometre. The
relevant volume measure for the gross output of the freight
transport industry dis one in which ton—kilometres are weighited by
fixed prices or rates per ton—kilometre. An adjustment factor
introduced for changes in distances between hase yveasr and curtent
vadar, will tend to change the price index and not the volume
index. In practice. despite changes in distances and in the
transportation system itsel+ (new roads, bridoes or tunnelisz) the
twn indices of volume far margims and volume +or goods transport
may be expected to be very close to each other.

The quantity units to be measured in transport consist of the
ton-kilometres and passenger-kilometres, i.e. represent less
problems compared to distribution. It is important that the dgdats
are sufficiently disaggregated as to kinmds and qualities of
transport provided (rgad, rail, air, sea etc. respectively
speed, freguency, comfort., safety, punctuality, reliability
etc.). Deflation is preferved to exntrapolation due to the
variation in the lengths of journeys undertaken and the fact that
it is not usual to agyregate the digtances travelled by in-
dividuals or goods. A main practical preoblem is to snsure that
the price indices allow +or changes in guality when these oceur.

S STUDY OF COUNTRY PRACTICES

2.1 THE UNSD QUESTIONMATIRE

The main part of this paper deals with the country practices
obtairned from the questionnaire onm price and quantity indices of
services submitted to the UNEBD during the last two years. This
material so far contaims replies from 46 countries, of which 2t
are developed countries and 295 are developing countries.



Developed: Australia Austria Belgium
Canada Denmark Finland
France FRE Germany Greece
Iceland Ireland Italy
Japan Luxembourg Metherliands
New Zealand MO Way Epain
Sweden United Kingdaom USA

For some of thess
supplemented from

countries irnformation was extracted or
the OECD (se=e below!.

Developing: Argentins Fangladesh Belize
BHotswana Erazil Chiie
Cypruas Hong Eoang Hungary
India Indonesia FKorea., Rep.
Edwalt Malavsia Mauritius
Mewico Panama Fetu
Frilippine= South Africa Sri Lanka
Thailand Trinidad Turkey

Yugosliavia

and Tabago

The two Eurcopean countries are included here rather as non-0ECD
rountries. The representation of developing countries are
particularly weak +fram Africa (only 3 countries).

(ii) VARIOQUS APPROACHES

The UNS0 adopted the same guestionnzire design as used by the
OECDh some vears before, resulting in the 0ECD publication
"Measurement of value added a2t constant prices in service
activities". By doing so, the UNID aimed for & compatible and
global caverage of the data collected for the industrialized
countries. bHeneral guestions were ralsed as a suppiement to the
guestionnmaire. The guestionnaire itself was heavily directed
towards value added data by kind of activities. This =seems to
have created some confusion as top the recording of gross output
(and intermediate consumption) volune measures, The question-
naire, however, no doubt conveved a considerable amcunt of
infermation, or provided a possibility for this pending upon the
ztatistical capabilities of the caurtriey,

In analysing the guestipnnaire data, the following set of methods
iz used to classify in A precise way the various approaches
followed by the countries. Please remind that attention here is
at production datas (gross output. intermediate comsumption and
value added? and not at supply and disposition of commodity data.
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A Deflatian E. Extrapolation

AA— Double deflation

an—F Fure double detlatian

ARR-F/G - (ross output part

AR T -~ Intermediate consumption part

AA—-M Mixed double deflation

AA-M/E — bGrass outpur part

o/ 1 - Intermediate cansumption part

A— Single deflation = B— Single extrapolation =
Deflation of current Extrapolation ot base
value added year value added

A-G, Deflation of current E-D Volume measwe obltalned
value added by deflation of gross

output value indicator
B-0 Vvolune measure based on
physical gquantities
B-W Yaolume measure obtained
by deflated wage bill
B-E WVolume measure based on
numbers employed

A more precise description is given by the following sohegie.
Fleaze note the difference between A-0 and B-D, tne latter
assumed reguiring a value indicator different from current value
added in orger to arrvive at the extrapolating volume ingdicator,
while the former means & more current volume indicater f{although
implicit in charactes?.

ARa-F bi{t) Fg — Tt/ Fi
Af—M Gigr¥Qg - T (L)Y /Fi
A-G Gst) — Iekd /Fg

B-D GiD) — I¢0) ¥ Vg/Fg
B0 (O ~= 140 ¥ Gg
B—-W Gy = T4y X Vw/Fuw
B-E GLO) — 140 % Qw

G and G{L)

Gross output in base vear and year t

T() anmd Iit) Intermediate consumption in base year and year t
Vg and VYw Value index of grass output amnd wages {wage bill)
Qg and Gw = Volume index of gross output and smployment

Fg and Fw Frice index of giross output and wage rate

Fi = Frice index of intermediate consumptian

li



&

Summitg up, there are 4 main classes of approaches used: double
deflation (AA-F or AR-M), single deflation {(A-B}, extrapolation
by implicit indicator (B-D ov B-W) and extrapolation by direct
indicator (B~8 or B~E). The gross output-based approcaches E-I and
E-0 could be regarded ac having a wider scope than the employ-
ment-based approaches B-W and B-E.

(iii} INDICES INFORMATION

The UNSD gquestionnaire focusses both on approaches used and
indices used to arrive at volume measures. Information on irdices
isn given as supplementary remarks to the indication of approach
used in each case. When countries do not sdpply these sup-
plements, they have =till been included among responding
countries with an indication of "not available" in the indices
part gf the study (however left cut if approach used 18 unclear
as welll.

The infarmation on indices used is somewhat wvariable in form and
scope. 1n a number of cases, general expressions are wsed
(relevant indices, special indices and the like). from which it
may be problematic to classify them further. This also imply that
the stratification aspect is deslt with in a variable way by the
respondents. Some countries have indicated in an elaborated
manner the varicus treatments for each gf the main parte of one

particular questionnaire i1tem, while others have not provided for
this.

Lastly, one word of caution: Use of the deflation approach does
not necessarily mean application of direct price indices, and use
of extrapolation approach not necessarvily direct velume indices.
This is seen from the definitions above, which correspoand &s
suchs

Frice indices A8—F, A-G, B-L and B-W

Volume indices AA-M, B-O and B-E

S.2  MAIN FINDINGS

(i} THE DEFLATION -~ EXTRAPCLATION CHDICE

Table 1 summarizes in percentage shares the choice of the
countrigs hetween deflation and extrapolation in estimat ing

cornstant price value added of the ISIC & and 7 services
industries,



Table 1.

Services 1

Wholesale and

&1 Wholeczle trade 48 D%

62 Fetail trade 4% 43
Restaurants and hotels

&34 Festaurants, cafesz etc. 57 P

H32 Hotels,camps, ladging places o2 42
Rail transport

Fll.1iF Fassenyers oo 48

71l1.1F Freight S0 48
FRoad transport

J11.2F Fassangers 48 48

FL1.2F Freight o2 445
Fipeline transpart

ERRA &Ha &7
Supparting services to land transport :

711.8 &3 S8
Water Ltransport

T12.F Fassengers 473 45

T12.F Freight 43 43
Air transport

e Fassengers =7 4.4

713.F Freight 57 47
Bervices allied to transport

7i91 Services incidental to transp. 43 529

7192 Storage and warehousing ) 65
Communications

2.7 Telephone =2 48

7Z.F Fostal services -z 50

72.0 Ot her =3 50

Mon-weighted average 22 S0

7

Deflation ratios by services industries
industrialized and developing couwntries.
Fercentages.

ndustries I i)

retail trade

and by

The main finding of this first issue is that the deflation and
extrapclation approaches are pretty much equally distributed. In
tivities the deflatian ratig for all countries ig
55 per cent. Deflation 1s more clearly used in
s (ratios between S8 and 63 per centld, while water

14 out of 19 ac
between 45 and

three activitie
transport only
cent).

is clearly on the extrapeolation side (47

—44 per

dne other main finding is that the difference observed between

industrialized

weighted averag
developing coun
largest differe

countries,

and develaping countries is quite small.

The rorn—

e 0f the deflation ratio is sxactly 50 per cent in
tries, while 92 per cent in the I-countries. The
nce is for air transport, also howewver the
activity inm which double deflation is most used in the [-



(ii) USE OF DOUBLE DEFLATION

The use of the double deflation method in the services industries
iz swamined in table Z.

Taple 2. Double deflation ratics by services industries and
by industrialized anc developing countries.
Fercentages.

Services industries I D Tatal

Whalesale and retail tradse

&1 8 20 27

&2 za i CE7
Restadrants and hotels

631 38 i3 20

52 8 17 27
Rail transport

Flia.1Pp =1 =4 =7

711.1F pute] 24 o7
Road transport _

711.2F 47 24 I3

F11.2F ' 43 2 3
Fipeline transpotrt

71t .F o5 38 47
Supporting services to land transport

71t.8 44 A 7
kWater transport

T1Z.F I 23 RAES

F1d.F 47 =22 T2
Air transport

T1E.F 57 24 =9

712.F 57 24 41
Services allied to transport

7191 45 25 35

7192 47 35 42
Communications

72.T X 24 G

T2.F = o5 TE

J72.0 42 o 32

Non—weighted average 45 24 34

One main finding here is that - while keeping close to the 50 cer
cent mark for the industrialized countries — the double deflation
ratio drops to less than 29 per cent for the developimg countri-
25, fAlmost all I-counmtries that use deflation actuslly use the
double oeflation approach, while  of 2 developing countries
using deflation resort to single deflation instead. The differen-—

ces of 15 to 20 lower percentages in developing countries apply
to a maj)arity of activities.
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In total, =lightly more than 1 of I countries practise doubile
deflation in I8IC & and 7 services industries. Another finding is
that ratioz are close to idertical within the respective
activities, i.e. passengers versus freight.

When double deflation is wsed in a particuiar country, it is
found that the method tended to be used throughowt all the
activities. This is seen from table 5, listing the countries
using the double deflation method. It is seen that 14 countries
practise double deflatien in mest activities surveyed, while only

=

5 countvies do this aon an ad hoc hasis.

Table 3. Doublie deflaticn countries in ISIC & amd 7
services industries. Number of countries.

S S PSP S ——————r— PP

INDUSTRIAL Canada 17
France 17

Natherlands 17

Norway 17

Denmark 148

FRG Germany 15

Italy 14

Japan 16

Spain 8

Sweden 7

Belgium -

Iceland =

LSA 2

DEVELOFING Botswana i7
Mexico 17

Cyvprus 14

Hungary 14

FKorea, REep. 14

Thailand 12

(iii) STRATIFICATION AND SPECIFICS

The stratification issue couid be examined diresctly in terms of
details and specified information provided or indirectly, e.g.by
looking at shortcaomings from items of the guestionnaire. Not

many tountries have provided for sub—item details to be studied,
those are countries that most likely edercise a detailed approach
to the national accounts as such. Countries providing most
details for this study include Australia, Austria, Canada,
Denmark, Finlamd, FRG Germany, Netherlands and Norway, which al1

are countries in a better—off position 1n national accounts in
general.

Afn indirect measure of the stratification achievement could ba
ceen from table 4 on the specit+ic method ratio of the WUNSQO
guectignnaire. This measure revealz to what evtent the 1tems
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specified in the guestionnaire actually are estimated. I+ not
estimated, the items might be included in other items, thus
becoming combined sector measures. A cambined method iz for
example a case when no breakdown 15 given for passengers and
freight, but please note that the specific method category still
applies if bath are estimated by using the same price or volume
index, g.9. comhined index of passenger-kilometres and ton-
kilometres for both parts.

Table 4. Specific method ratio by services industeries and
by industrialized and developing countries.
tercentages.

o i e e e L A e n i —— ———— —— L T — o o T o T B B ) . S BT T T T T T o Ll S =i R 1T T T T £ = e sy i s

Wholesale ang retail tracde

&1 Bé 72 76

&= 86 7a 78
Restaurants and hotels

&1 g1 T4 77

4352 81 75 73
Fail tramsport

7t1.1P o0 71 7&

711.1F 80 7 7E
Foad transport

T1L.2F Q0 7a 83

711.2F 9¢G 75 82
Suppaorting services to land transpart

711.5 F4 834 89
Watetr transpart

TL2.F gt az a1

FL2.F 71 82 77
Air transport

ES MG 76 7E 7a

T135.F 71 70O 70
Services allied to transpbort

7iw1 a8 8= B3

71792 87 28 a7
Communications

TEaT g1 =12 85

TEE T BS 8z

2.0 &8 77 7E

Mon—weighted average g1 78 = 18]

The spetrific mettod ratio is on average estimated to approximate-
ly B0 per cent both +or industrialized and developing countries.
Thie means that 1 of S items of the guestionnaire are combined
with similar items to form a maore aggregated level. This may or
may not be serious: from activities point of view, the breakdown
seems more detailed thamn the one used for international reporting
to take a reference point. However, the sub-groupings of the UNSO
guestionnaire are not universially an activity breakdown, e.g.
passengers versus freight are commogdities rather than activities.
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The specific method ratios oo show small variations only. On the
low side air freight transport often is combined with aivr
passenger transport, while combination is most unusual in starage
and warehousing. It is alse geen that other commuenications such
as telex, telegrams etc. are combined with telephone in 1 of 3
industrialized countries, while following a normal pattern in
developing cauntries.

{iv) TYFE OF INDICES USED

This is considered the mast important issue of the paper: the
raview of the price and volume indices used by the countries.

Az a bamis for guideline preoposals, an important criterion should
be the prevailing state of affairs., despite improvements needed.
In analysing existing indices, it should be quite imperative
whether countries use specific and relevant indices (for short:
special indices) or resort to more general, combined and non-
relevart indices (general indices).

Clagsifying price and volume indices used by the countries into
these two groups of special and general indices c¢reates soame
borderline cases, naturally. However, az details in chapters 3.3
and 2.4 illusirate, the dividing line has been drawn rather
unproblematic, taking inta consideration type of indices used
te.g. CFL usually suited for passenger transport, but not for
freight transport) and weights embodied in & combined index.

A third category of "not available" has been included, since the
indigatiorn of the methods used generally peoints ta type of
indices used as well {(unspecified double deflation is con—
ventiognally claszified as 1mplying price indice=).

When pre=zenting the so-called special indices ratios in table 35,
they are primarily shown by including category of "not available®
in general indices. In the column of adjusted =special indices
ratios the denominator is hpwever fotal of special and general
indices (i.e. indices exxplicitly mentioned by the countries).

Table S. Special indices vatios by services industries and
by industrialized and developing countries.
Percentages.

Services industries I D Total édj.total

AL AL Ly R U e ek e e e e R A e

Recstaurants and hotele

AL mmL A e ke T i — e e

&31 81 30 bl a2

&332 =) ) 58 &7
ka1l transport

71i.1F 75 52 &5 7é

711i.1F g0 az 71 BS
Raad transport

I W 7& 2 B0 &4

F1t.2F T A= 56 L9



Fipeline transport

Fi11.¥ o5 13 7 T
Supporting services to land transport

71i1.8 4.4 21 a1 L=
Water transport .

Ti2.F 4.8 ) 40 53

F12.F &7 35 30 a7
Air transport

71E.F 74 &0 &7 21

71E.F &7 43 phad] 7%
Sarvices allied to transport

7191 25 20 LI a0

T2 21 18 19 27
Communications

7Z.T 52 40 8& &HO

FELR 48 33 41 a3

T2, 3z 34 x4 45

Non-weighted average 59 33 47 61

R . o e e e i e A R S o o o T TR i . e e e e ik A ek ) 7 e o o il A T i L4 o e e A A e e e e e e St

Table @ summarizss a numher of paints to be learned from
countries’ use of indices for the volume estimation of value
adaed in transport, communicatiocons, restaurants and hotels.
The follewing thtree points might be of most importance:

{1) Approximately only one half of the indices used could be
characterized as relevant and specific for the purposes they
should serve., At least 40 per cent of the indices are
general, non-relevant and not particularly suitable for this
kind of estimation.

(21 The state is much better in the industrialized countries
than in developing countries; close to 60 per cent use
special indices in the former group, while only 35 per cent
in developing countries. This means that 2 of 5 developing
countries lack suitable indicators for volume measurament in
these services industries.

(3Y There is a rather larage variation between the various
services industries, particularly in the l-countries. Ir
this group of countries the special indices ratic varies
from 75 - 90 per cent in restavrants and hotels, rail
transport, road transport and aRir passengar transport

to as little az 20 - 25 per cent in services allied to
transport. Also in developing countries these ratios deviate
quite substantially., from &0 per cent down to 13 - 18 per
cefnt.

In the re:t two chapters, a more closely ewxamination is carried
out on the appropriatne=zz of the price and volume indices used
in each of the activities. This alzso include the wholesale btrade
arnd retatl trede sectors, left out in table 5 for various

reasons (e.qg. hotion of special indices not prevalent in these
Cases) .
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3.3  FINDINGS ACCORDING TO ISIC & SERVICES INDUSTRIES

(i) NHQLESQLE AND RETARIL TRADE

whnilesale trade

Deflation and extrapolation are equally freguent in use in the
estimaticon of velume measure for this activity. This appears to
be surprising. even more so that more European countyries apply
the extrapolation than the detlation approach.

o e B T P Ay oy i i A o At S i e e o b il L R AL L L2 mA U ——

Main methods used I D T
BH-D 11 & 17
AR & b 173
A-Db o B8 10
Jther - & &

However, the three leading methods (B-D, &A— and A-DbY are all
methods requiring prige indices. Only in & developing countries
use is made of quantity indicators in this sector.

FRather tharn studving the dual use of special and general indices,
like in other agtivities surveyed, it should be interesting to
eMaming more closely the ctratification aspect in the trade
sectors, o more specifically, to which extent commodity flows
are invplved in the estimation. The commodity +low ratic. i.e.
percentage of countries applying the commodity flow method, is
disappointingly low, e&ven in the indostrialized countries.

Broad methods I D T
Commodity +low method 8 4 12
Other aggregate methods 120 2t 34

Only 1 of & countries follows & disaggregated approach in thnis
respect, in developing countries only L of & countries.

There iz a most notable difference between the hetter-—-off
countries using the methods of double detlation and detailed
commodity—flows (Canads. Cyprus, Denmark, Framce, Netherlands,
Norway and prabably Turkew) campared to a situation of guantity
gxtrapolation and non-~commodity flows {countries particularly in
Latin—-Americal, In the full report these cases will be surveyed
more closely, The direct volume indices wsed in the latiter cases
are however related to goods, but in a very aggregated way. As
regards the overwhelming majority use of price indices, these are
again all over the spectrum from detalled commodity based in the
better-of+ group, to those countries applying broad indices like
wholesale price indew, CFPI, index of retail prices, general index
0¥ agricultural and industrial products e@tc. The better-off group
also include countries folliopwing the B-D method
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(Australia, FRG Germany, Indonesia. korea and Sweden), in addition
+tn the seven AR—- countries mentipned above.

FRetail trade

Extrapolation is more used than deflation in retail trade, both
in I—countries and developing countries. Coampared with wholiesale
trade this is due to a changeover from A~6 to B-D method for two
of the countries. Otherwise the picture is quite similar for the
two trade sectors, including the same & countries applying B-G.

Main methods used T D T
B~D 12 7 17
Q- a8 5 13
Dt her 1 10 11

Alsn in respect of using the commodity flow method and choice of
price indices, the situaticn is more or less the same in the two
sectors., The commodity flow ratios are edactly like presented
above for wholesale trade. In Europe, 1 of 3 countriesz uses the
commodity +low methed for this task., The most observed diffterence
in terms of the price indices used, is fraom using wholesale price
irndices in wholesale trade to retail price indices in retail
trade. gquite paturally. There are still sxamples of countries
following broao wholesale price indey evern for retail trade,
Otherwise, it iz noted that I-countries not being in the
abovementiomned better-off group to a considerable degree apply
specific CFI indices far this activity.

{1i) REBTAURANTS AND HOTELS

Restaurants, cafes etc.

Deflatian is more used than extrapolation. This is observed at
all leveis, also bv region (regions of America, Asia and Europe,

deflation ratida ¢close to 55 per cent!).

Mzin methods used 1 D T
A-—-G 4 @ 13
B-D 8 & 13
aa— g = 11
Other 1 & 7

Thres methods (A-bL, B-D and AA-) are rather equally freguent in
use in this service industry. Most interesting is the absence of
method B-Q, only used by I develeping countries. This reflects
how difficult it is to find appropriate volume indicators for the
restaurant zertor.
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A clear lesson of this study is the wide use of price indices in
this sector and the specific use of relevant consumer price
indices. Indication of the specific nature of the CFis varies,
fram very specific {eating out, restaurant meals. expenses at
restaurants,cafes etc., food away from home, food eaten outsidse,

food and beverages coutside home), to composite but still specific
{expenditure for hotels, cafes, restzurants e2tc.) and to relewvant
but not specific (relevant components, various component indices,
suhgroup, subgroups, relevant indices, relevant parts, relevant

deflator, by commodity).

Indices used 1 (] T
Frrice indices 20 17 37
Special indices 17 7 24
rRelevant CPI 15 & 21
General indices 2 & =]
Volume indices 1 & 7
General indices 1 & 7

The predaminantly use of a specific CFI deflator is the maior
fFinding in this sector. It should al=zo be observed that a numbher
of countries still use general price indices, either total CRI
or for wider consumption groaups, e.g. fpod, drinks, tobacco and
room retes. The 7 countries using volume indicez resort to
general or other inappropriate indices (rumbers emp loyed or
combined employmert indicatars, cther king of input volume
indicator, combined index of real wages and number of tpurists
ot even value added volume inder of &li other sectors').

Hotels., camps, lodging places etr.

Extrapolation is more used than deflation, both in total and in
developing countries, while defistion is inm & small maiority in
I-countries, in Europe and Asia.

Msin methodes usead I D T
B-0 = 7 12
AR— B 4 iz
EB--D 5 = 10
Ot her K =] i1
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Compared with the restauwant sector the most striking difference
is that the guantity indicator method B8 hass become widely used,
particularly in developing countries. This is due to the use of
special volume indices, in particular number o+ bed-nights ar
guest-nights in accommodation, but also other less articulated
indices (specified index in hotels, index af wisitor arrivals)
and cther general indices mentioned for the restaurant sector
above.

The same favourable position of specific CFI indices aleno applies
to the hotel and accommodation sector. Here again specifics
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differ +rpm clear indications (hotel charges), thrpugh combi-
nations to relevant unspecified indices.

Indices used I D r
Frice indices 15 1o 0
Special indices 12 & 18
Relevant CRI p = il

General indices = i a
Volume indices & 2 15
Special indices 4 4 a8
General indices - 5 5

Though special price indices is the majority choice of the hotel
industry, the predominance is not &3 high az for the restaurant
sagtor, the reason for which is that special volume indicators
aleo find comsiderable support.

2.4 FINDINGS ACCORDING TO ISIC 7 SERVICES INDUSTRIES

{i) RAIL TRANSFORT

Fail transport — passenqers

Petlation is =slightly more used than extrapolstion in total, but
more predominantly for I-countries and for Asia and Euraope (9540
per rent!. Extrapolation :s used by & majority of developing
countries and in mest Latin-American countrias.

Main methods used I D T
E-Q g 9 17
AR 10 g 15
Dt het 2 7 g

The split ketween the two most frequently used methods (B-G and
AA-r reflects the close te even distribution between extrapocla-—
tion and deflation approaches just mentioned.

This aiso implies that use of price indices and volume intdices is
indeed divided into two almost equal size groups. A preferencs
might be given to the volume indices from a2 mare frequent andg
consistent use of speclial indices. In particular, there is a
widespread use of the indicator of passenger—kilomerres, in most
cases used as such, while others resort toc a combimed or weighted
index of passenger-~kilometres and freight ton—kilometres. Some
developing countries lack the distance dimention, resorting to
number of passengers carried or number of Jjourmeys (by tvpe!.



Indices ussd ) D T
Volume indices 11 10 21
Special inoires “ 7 14
Fagsserger—-km stc. 7 = 2
Fure passenger—~km & 1 7
General indices 1 1 -
Price indices g 11 20
Special indices o 4 14
CFis z = 4
General indices 3 3 &

General volume indices are almost non-existent, bBut one I-country
reports asing tom-miles also +or pazsenger rail transport.

CFI i1ndices dominate the prive incices side, but more than hMalf
of CFI indices reported have to be classified az general (total
CrI, for road transport, weighted components, purchases of
transpartation services). The special price indices refer to
railway fares, tariff serieg stc., but also to composite index
{(fare and freight indew!.

Fail transport - freight

Extrapolation i= slightly more used than deflation, in Latin-
fmericen countries significantly more wsed. The two methods E-Q
and A& dominate even more in freight than fovr passenger rail
transport. It should be =tressed that mixed double deflation
(RA-M) using valume indicator for gross outpoat is equally

freguent im use as pure doubie deflation (A4-F) in the freight
part.
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Main methods used I 8] T
B-Q 10 11 21
T 10 id 15
it her - 5 o

This reflects a wider use of volume indices than price indices,
and furthermore, the majority use of volume i1ndices almost
exclu=zively means special i1sdices, in particular tan—kilometres,
More coumtries use ton-kilometres om the freight side than
passenger—kilometres an the passenger side, probably due to the
lack of CFI ar other suitable price indices. The cansistent use
found in I-countries is lacking in developing countries. In the
iatter group indicators af cargo handled, physical indicators or
relevant volume indices are also reported. In both I-countries
and D-countries a weighted combined passenger—km and ton—km
indicator is existent.



Indices used 1 L T
Volume ingices 15 12 27
Special indices 14 2 23
Ton—-km etc. 13 5 18

Pure ton-km g Z 12

Ceneral indices - 1 1
Frice indices b g i4
fpecial indices 4 2 be]
General indices 1 5 4

On the price indices side. general indiges of CPl are used and
more spectalized indices of rates and tariffe, including unit
value index for one country referring to private railway fares.
(1it) ROAD TRANSPORT

Foad transport —~ passenqers

Extrapolation is somewhat more used than deflation both in the
industrial ized and developing countries. Deflation is the
majority methoed in Asia and Europe, however,

Mai:rn methods used I D T
B-0 4 10 1é&
Al— = b 5
Ot her & & =
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Two methods dominate, B-O and AA-, like for rail transport.
Category other 15 equally divided between methods A-G and EB-D,
while one I-country practizes wage Bill deflating (B~W).

Most use is made of price indices, particularly in the in-
dustrialized countries, Special indices are more developed in the
I-countries, and like for rail transport two main alternatives
compete: price indices mostly based on CFI details and volume
indices measured in terms of passenger—-kilometres. In this case.
the CFI indices are used oy most countries, i.e. CFI for bus
fares and taxi fares, for bus, tram and taMi compoments, for bus
transport and the like. Some of the CFI indices reported are
turned to the general indicez {(total CF1l, weighted components,
purchases of trangportation services). Qther price indices are
Clearly on the relevant side {(2.g. average fare of central
government road passenger tranmsport, price index based on
passenger-km tariffs, deflator of passenger fare receipts, met
price index for bus, coach and tramway transport, bus and taxi

fare index), while others are general (wage deflator, price index
for tramsport etc.i.



Frice indicecs 12
Sperial indices Q
Felevant CFI 4

beneral indices =
Volume indices 5
7
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Special indices
Fassengav—km etc.
Fure passenger—km
General indices
Among volume indices used the preferred indicatopr is passenger-—
kilometres, particularly im industrialized countries. Some
variations occur: passenger—km and ton-km combined, passenger—km
and journeys, number of pasazsengers and kilometres travelled. Some
developing countries rescrt to general volume indices, such as
-number of vehicles, passengers and freight, combined number of
trucks, buses and taxie, goods vehicles and taxis registered, the
indirect indicator of gasz and diesel consumption and gquantity
indices of sectors demanding road transport cervices.

A S IR R g O8RS

FEoad tramsport — freioht

Extrapolation is slightly more used than deflation, in Z3
cowntries against 22, The order is however reversed far the
industrialized countries and the regions of Asia and Eurnpe.

Main methods used I B T
B0 9 8 17
FAfy=- 7 & 15
Qther 3 10 1=
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The same two methods, B-0 and 8A~-, are preferred in boath
passenger and freight road transport. Neither employment nor wage
extrapolation are used by any country.

Volume indices are more often used than price indices in freight
road transport, unlike in passenger road transport. It seems &=
if pure ton-kilometres is more used than pure passenger—-kilo-
metres az a volume indicator. The reason for this might be that
few alternatives (especially CFI imdices) are available on the
freight side. While ton-kilometres most often are used, combi-
nations with passenger—kilometres alsoc occur in the I-countries,
Dther special volume indices are pased on number of licensead
vehicles by categury, transported goods per truck, total tonnage
carried and tons af freight. Like in passenger road transport,
some countries resort to genersl indices, 1ncluding one I-country

using some sort of weighted volume index of all other production
groups.



Indices used I D T
Volume indices 13 1z a5
Special indices 10 & i&
Ton—km etec. 10 1 i1
Fure ton-km o - 4
bermeral indices =2 4 &
Frice indices g 12 24
Special indices & 3 =4
General indices = 3 S

Frice indices used are different forme of tariff series, unit
value index, rate per ton—-kilometre, average revenus per ton—mile
and other freight indexes., including more general indices related
to broad groups of CFl or weighted input tranmsport indesx.

(iii) PIPELINE TRANSPORT

Deflaticon is clearly more used than extrzpolation in pipeline
tranmsport {(for almost 2 of 3 reporting countries). A smaller
coverage in thie industry 15 partly dug to the fact that pipeline

transport is not appiicatle. Double deflation is mostly used, but
often as mined double deflation.

Main methods uzed I i T
aA— £y e o
-0 I 3 &
0Ot her 2 e 4

Valume indices are in majority in pipeline trangpoert. The volume
indicators are tan-km (and cubic-metres!, volume of oil and gas
transported or capaciiy measures for pipelines, while two
countries resort to more general indicators {total volume index
of pther transport and storage and volume indicator of sectors
demanding this service). Two countrisse report price indices
Lransfer marginals index, weighted components of CFI).

Indices used I ¥ T

Volume indices 7
Special indices =
General indices 1

Frice indices 4
Special indices 1
General indices -



21
(iv) SUPPORTING SERVICES TO LAND TRANSPORT

Deflation is used by &0 par cent of the Euuntries, arnd by
practising either of the two deflation methads more often than
the guantity extrapolation method B-G.

Main methods used i D ]
ae—- 7 & 12
a-G z 5 =]
k-0 1 & ol
Ot her b b ri

Frice indices naturally are predominant in this sector, as it is
hard to find appropriate volume indices for direct use. Three
coauntries anly have such volume indices (number of kilometres by
rented cars, terminal and parking lot use index and indicator of
toll used). The ather volume indices used are general in nature
tcombined agricultural and industrial preduction index, road and
Fail transport index, employment indites, tourist nights index
and car numbers and number of establishments etc.). Froblems of
finding relevant price indices are zlso prevalent, reflecting
that countries mostly resort to general indices. Some specifics
are part of CFI t(expressway tolls, public parking, car leasing),
others are mainly connected with car rentals. The general price
indices are partly CFI indices, partly transpart price indices
(fare and freight inde: etc.). The most specific indices areg
devaeloped in industrialized countries,

Indices used i D T
Frice indices H 1
Special indices
Felevant CFI1
beneral indices
Crl's
VYolume indices
Special indices
beneral indices
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{(v) WATER TRANSFDRT

Water transpart -~ passenders

Extrapolatior is the majority method, both in industrialized and
developing countries. Deflation is equally freguent in use in
fzia and Europe, however.



Main method used I D T
B-Q i 7 19
[ATARY 9 2 i1
Ot her b a3 10

The guantity indicator method B-0 is clearly the most u=ed. Some

countries also follow the mixed version double deflation method
{volume 1indicator +or gross outputl).

Volume i1ndices are more dsed than price indices. However, many of
the volume indices are general in nature. This actually means
that special price indices are more often preferred than special
vaolume indiges in this sector. They are not alwavs specified in a
precise way (specially constructed, vrelevant transport service
ete.), but in other cases they are (CFI for boat and fervy or for
water transport, passenger fare indices). One country uses rather
uniformily unit value index (when CFPI indices are not used).,
Gerneral price indices (CFI or ether) are alsoc used.
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Indices used I I T

Yolume indices L 11 o7

Special indices = 3 8

Fassengers stc. P = 7

teneral indices = = 10

Frice indices ? 1i =20

- Special indices ] 4 2
General indices 2 ot o

The volume indices are more consistent, especially regarding use
ot passenger rmumbere in I-countries. Just two countrias wse
nazsanger—kilametres {for inland water tiransport in cne cass).
dther courntrie= in this group resort to ton-kilametres, here
included amaong general indices (non-relevant). Other general
indices used are number of boats, numbers emploved, volume of
traffic carried, other physicel i1ndicators or indirect measure.

Water transport — freight

Extrapolation is alsc in majority in freight water transport. The
situation is pretty much the same as 1in passenger water trans—
purt, alsc acrcording to main methods used.

it o e e T e G i e
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Main methods used I D T
EH-0 190 12 2
AR~ Z = 14
dther =

= & 8
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Yolume indices are in the majority use position. Compared with
the passenger part, the volume indices are more specitic and
consistent and baszed on tonnage or tons transported. The aspect
of distance transported is included by a few countries, but
normally not. Tons indicater variations alsa occur {(tonnage aof
freight handled at harbours and carga loaded and unlosded).
Countries resorting to general indices usually follow indices of
both passenger and freight water transpart.

Volume indices 12
Special indices 7
Tons. tonnage etc. 7
General indices 3
Frice indices 7
Special indices 7
Freight rates stc. 4
beneral indices 1
Frice indices used are maostly special in terms of freight fares
and rates. In some cases specific transport services are referred
to, like avergae rate per kg for selected destinations. General
price indices do slso ocoar in this asactivity {wide arsas of CFI
or gengral price index of ISIC 7 ).

(vi) AIR THANSFORT

Alr transpgrt - passengers

Deflation and extrapolation are used by 23 countries each in this
sgctor. Deflation is preferred by a majority of industrialized
countries, while extrapoclation in developing countries.

Main methods used I T T
B0 gz 12 R0
B 12 & 18
gt her 1 7 tz)
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Volume indices are practised a lot more than price indices in
this sector. This is reflected from the fact that B-0@ is the most
frequently used method and mixed double deflation being more
commonly used than pure double defiatien. Furthermore, it is seen
that indeed all volume indices are classified as special indices.
The predominant indicator is passenger-—kilometres, used by il
countries, while I countries combine passenger-kilaometres and
torn—kilometres, and another 2 countries use passengers trans-—
ported. Dther volume indices are based on traffic carried,
departing passengers etc. Frice indices used are alsoc mowmtly
special indices, like CFI for air transpart, price deflator far
domestic flights, nther passenger fare indexes etc. Thiree
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countries resort to general indices of CFRI.

Indices used I D T
Volume indices 15 15 28
Special indices 12 9 21
Fassenger~km etc. 10 4 i4
Gereral irmdices - - -
Frice indices & 12 18
Special indices 4 5 10
FReievant CFI 2 1 >
beneral indices 1 2 A

Air transport - freight

Deflatior and extrapolation are egually frequertly used alsa in
this case, leaning to a preference for deflation in I-countries
and for extrapolation in develaoping countries. The situaticon is
similar ta the one observed in passenger air transport, i1.e.
methnods B-Q and <A~ used by all but & countries.

Main methods used I ] T
B0 s 12 =
an- 12 & 18
Sther - 5 b

Volume indices are utsed by more than 2 ocut of 3 countries. The
indicatar ton-kilometres has a correspondingly strong position
here as passenger—-kilometres in passenger air fransport. Ope
difference is that gerneral volume indices occur, in countries
resgrting to passenger-kilometres and the like also in the
freight portion of air trapsport. Frice indices also have some
support. Special indices are reported by 6 countries, mostly
freight fare indices (1ncluding cargo vates deflatori, while 3
countries resort to gensral CFI indices.

Indices used I b T
Volume indices 17 1% 0
Spacial indices 12 & 18
Tan—-km etc. 11 4 15

Gensral indices 2 = g
Frice indices o) 10 14
Special indices 2z 4 &
Ceneral ingices i 2 =
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{vii) BSERVICES ALLIED TO TRANSFORT

Services incidental to transport

Deflation and extrapolation are equally frequent in use, but in
this case deflation is in excess in developing countries and
extrapolation in industrialized countrigs. Although AA~ and E-G
also in this case are the methods mastly used by the countries,
the category other i=s Felatively large.

T e e e e e e e e T

Main methods used I D T
AR~ g = 14
E-0 b =1 13
Ot her & 7 14
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Frice indices are more used than volume tndices. It is observed
that few countries find special indices and instead have to
resort to general indices, either price aor voliume. Moast freguant
are general price indices, of which various broad CFI indices
dominate. Other general price indices are indices of broad
transport coverage or of branches served by transport., Those 5
cauntries reporting special price indices wse special input—based
indices {(wages, input goods, tramsport services etc.), price
indices af travel agencies and forwarding tariff index etc.

T T e e T N e e e e L e s i e e e e ot e e e

Indices used I D T
Frice itndices iz 1 =3
General indices 7 5 12

CPIs 3 3 )

Gpecial indices 5] z 5
Volume indices g8 9 17
Beneral indices ) = 4
Special indices 2 2 4

T T T T T T et L okt o e e e e o e

Un the volume side, 4 tountries are specific, e.g. index of
loaded and unloaded goods in ports and tonnage data for contai-
ners carried on vessels discharged/loaded. The general volume
indices used are either referred to numbers emploved, passengers
transported, entrances and departures pf international nassen-—
gers, volume measures of most o all transport sectors or
combined imported and exparted goods and index of manufacturing
production. :

Btorege and warehousing

Detlation is the most freguently used approsch both in in-
dustrialized and developing countries, particularly in the
latter category.
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Main methocds used I D T
AR— G4 & 15
B-D 7 1 B
B-G = 5 7
ther 1 b &

Daublie deflation is clearly the most used method, followed by
another method requiring price indices.

Thus, price indices predominates the estimation o¥ volume
measures in the storage and warehouwsing sector. These are howevet
mainly general price indices since special i1ndices are difficult
to obtain. Those 5 countries reparting special price indices use
special input based indices, unit valuep inde» or warehousing
charges per metric ton combined with employment. Gneral price
indices used either refer to CFI measures, wholesale price indesx,
electricity price index, general price index of transport ar
ather transport categories, average revenue per ton-mile,

deflated turnaver of wholesale trade aor index of branches using
transport services.

Indices used T n T
Frice indices 15 12 27
General indices 10 - 15

CFls ] X 7

speial indices = 2 S
Volume indices 4 5 <
General indices = 2 4
Special indices 1 1 2

Two countries only report specilal volume indices (volume af grain
stored, utilized storage space). General volume indices tsed
reflect volume indices of services incidental to tramsport
{loaded and unloaded goods in ports etc.! or combined volume
indices of other transport ete.

{viii) COMMUNICATIONS
Communications - telephong

Deflation and extrapolatiogn are equally frequent in use, with a
slight preference of deflatian in industrialized countries and of
erxtrapolatian in developing countries. It is aspecially in Latin
American countries the latter is the CaABE.

T T T T M S R i e s (b e e e ke e i et 4 1 e e e e e oy

Main methods wuced 1 D T
B-0 2 12 20
8a— e & 15
Ot her &4 7 11

e e o e e e e e e e e e e e e e e e e )
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The predaminant method ig EB~0 in telephone communications. Double
deflation is second in order, im this case with a clear maiority
ueing the double price deflation version.

Frice indices are though more used than volume indices according
to practices in bath industrialized and developing countries. CPI
indices are used iR & countries, but mostly general retearring to
communications as a whole, Other Arice indices inclugde rates of
charge deflators and tariff indices gtc., and next general
combined indices of the communicatians 1ndustry or ever fare and

freight index of whole ISIC 7. while one country WEES & mimimum
wage tate indewx.
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Indice used I ] T
Frice indices 11 13 24
General indices fa] S 11

CFIs = et &

Special indices S 3 8
Volume indices 10 12 2z
Spetial indices & 7 i3
Telephores,callg s 7 10
beneral indices 2 i 5
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Yolume indices are either bazed on specifisd number of minutes,
words and the like or moet often rumbor of calles or npumber of

telephones, number of lines, number of ingtallations etc.
of telephones and number of calls alen zerve as combined
indicator. The combirmation of number of calls ard real growth

rate indicator is classified amarig the few general volums
indices,

Number

Communications — postal services

Deflation is slightly more used than extrapelation, both in total
and 1n the two main groups of countries. The fmerican region
however has praference faor extrapolation. Use of the different
methcds mainly follows the pattern of telephone communications.
(ne special fepature: extrapolation merthod of anployment E-E ig
Used by one countrv.

T T e e e o e e O o B S e e et e e

Main methods used I D T
k-0 H o 17
FATARR 7 & 15
Ot her 4 @ 13
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Frice indices has a wider coverage than volume indices. ARd more
countries resort to gensral price indices than using special
price indices. This ig partly due to general OF1 (communicatiorns
O Wifder groups) being more trequently used than OFI1 for pastage.
fther price indices uszed are net price index for mail delivery
service, indices of tariffs, rates of ctharge deflator and cost
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index of posted letters, parcels and packages and general indices
relating to total communications industry, fare and freight indesx
of ISIC 7, minimum wage rate index and combined indicators of
charges and tariffs in communications.

e e e e e e e e e e e e i S o e o

Indices used 1 ] T
Frice indices 10 13 2
General indices & & o

CFis 3 4 7

Special indices 4 3 7
Yolume indices i1 7 20
Special indices & i 11
Fostal articlaes 2 o 7
Gteneral indices 3 1 4

On volume indices, the special indicators are mastly numbor of
postal articles ete. angd volume indices of mail carried. In one
Case telegrams,telex ete. are includeo as well., Most cases for

general volume indices imply the use of volume indices for
telephone communications.

Communications —~ other

Deflation i= slightly more used than extrapolation also in this
case, The picture iz the same as for pastal services. The methods
B-0 and AA- are on top as in rest of communications., The country
that usesz B-E in postal services here switches to F-W (i.e. using
wage deflator rather tharn emp loyment indicator).

e e e e e e e e e e e e o e e o

Main methods used I L T
E-0 7 10 17
AG- =] S 17
0t her 4 r 11
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Frice indices are more used than volume indices, but are mainly
genetal since CFI {pdices dg rot refer particularly to teleyw,
telegrams etc. but often cover communications as & whale. Theare
are also other references to postal services and telephane
gervices. The special price indices are mostly rates of charge
oriented. Volume indices used are baszed on number of minutes or
wotrds transmitted, number of teleqgrrams and telexes, licensed
numbers etc., while other countries resort to general indices by
employing indices referring to telephome 1ndicators,
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Indices used I D T
Frice indices 10 12 22
General indices & pw 13

CFls 4 = 7
General indices = 3 3
Voelume indices < 10 1%
Special indices 4q 5 @
Telex,telephones 2 & b
General indices o 1 4
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4. TOWARDS UN GUIDEL INES

4.1 FPROVISIONAL CONCLUSIONS FROM THE STUDY .

As already stated in the introduction of this paper, this 12 not
the oaccacsiar for pregsenting definite proposals of guidelines on
price and volume indices to be used in volume measures o ISIC &
and 7 services industries.

Some provisional conclusions might however emerge from this
country practices study. One striking fact that cuts through
nearly ail cases reviswed in chapters 5,3 and Z.4, i3 the
witimate choice between price and volume indices. The split
between deflation and extrapolation approaches in all trHece fasaes
Closely foliows the S0 per cent dividing linme amang Countries.

There are two principal recommendations to be advocated,
irrespective of which gide is faken in the deflation/extrapola-
tian issue. Both relate to the methods to be adopted. One 1= for
as much stratification or specific treatment as possible. At
least the level of items of the UNSO gquestionnaire is a prereqgui-
site, stressing 2.g. the breakdown on bassengers and freight to
be fallowed in the various parts af transport. Communications are
probably satisfactorily treated in three sub-categories. The
stratification should however be pursued further in supporting
services to land transport and services allied to Lransport, at
least in services inciderntal to transport. The same is likely the
case in road transport and water transport in order to arrive at
fore specific indices in each case. Weighted or cpombirned ifdices
might otherwise be the alterrative treatment to this problem.

The second germeral recommendation would be tnhe preference +or
double deflation. The study has revealed that approximately hal¥
the industrialized countries use double deflation in most of
these services industries and others have potentiaiity to usa
this method (cf. air transport with sven higher score’. Develo-
ping countries do indeed show a poor pertormance in this respect
Wwith coverage in most cases around 25 per caent, and even az low
as around 1o per cent in restaurants and hotels. It is expected,
however, that development of double deflatior technigue could
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emerge from the development of statistical cepabilities in
general. From the study it is for instance seen that some of the
NIC countries (Korea and Thailand) already have adopted the
double deflation methad in this area.

In addition to arguments set forward in favour of doubhie
deflation in earlier contexts, 1 should like to stress two other
points at this conjuncture. One is the pbvious fact that
constant-price pstimation is commadity-related and should only 1in
a secondary sense be occupied with short-cuts in value added
residual estimaticn. The other point is ore of Flexibility:
daiible deflation, a= demonztrated im this paper, is not a
pPreregulsite for one or the other choice of price or volume
index. I+ a country Wishes to use a wvolume indicator, this couwld
in the mixed version o¥ double deflation be combined with price
deflatiorn on intermediate consumption, i.e. at the same time acz

volume indicator iz used to farm an implicit price deflator for
gross output.

leaving aside recommended methogs to be us=d, then turnm to the
price or volume indices. The following head words could be put
forward as the bearing conclusions by services industries from
this study (in gross ocutput conteuxt):

Wholgitals trade Prrice indices’  f(detailsd)
Fetail trade Frice 1ndicesys {detarled)
Restaurants, cafes et Price tndices/ Relevant CFI
‘Hotels,camps, 1odging places Frice indices/ Relevant CF]
CReil transport-pasasengers Volume indices/
Fassenger~kilometres stc.
Rail transport—freight Yolume indices/ Ton—kilometres
Foed Lransport-passengers Volume indices/
Fassenger—kilometrss stc.
Foad transport~freight Yolume indices/ Ton—kilometrec
Fipelina trancsport volume indices/ Ton-kilometres
Supporting services to
land transport Frive indices/ ivariousi
Water transport-passengers volume indices/ Fassengers
Water transport-freight Volume indices/ Torns {various)
Air transport-passengers Volume indices/
Fassenger~ki lometres ate.
Air transport-freight Volume indices/ Ton-kilometres
Services incidental
to transport Frice indices/ (varigus)
S5torage and warehousing Frice indices/ (various)
Communications~telephone Yalume indices/ Telephones.calls

Communications~-postal servieces Volume indices /FPostal articles
Communications—other Yolume indices/ Teleu,telegrams
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The general impression from this list is-the many items allocated
to volume indices. Again, what is reviewsd here is solely prasent
cauntry practice in mach responding courtry, and the lict refloet
positicons of highest freguence in terms of alternatives among
special indices reported.

4.2 POINTS FOR DIECUSSION

On the basis of the information and issues presentecd in this

paper, several points for discussian should be taken into
consideration:

(1) Is it preferable to adopt = flewible attitude to the varioue
185Ues raised, or should uniform methods and types of
ifidices be pursued as & acal for the implementation 7

{2) fRelated to the firet question, should guideline propasals te
presented at & relatively detailed level with as concretea
and specific choice of prite or volume indices as possible
or should we resort te more qereral praoposals in this
respect 7

{3 How much weigqht should be paid to the present countey
practises study, and what other criteris should be given
proper consigeration, and by which weignt, in the shaping of
the guidelirne proposals &

(4)  What snould be the ambition level of the guidelines, the
best possible ones experienced by the most refined practices
presently known oy faresseable in near future, or more
pragmatic guidelines whick could be followed by a great
number of countries in forsesable near future 7

(50 Te what extent should present state in the deveioping
courtries influence the guideline propgsals 7



