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Introduction

This paper inlends to show the extent to which the chapier on distributive trade in
LEurostat's Methodogical Manual for services statistics leads to the establishment of
volume and price indexes for commcrcial scrvices. It should be considered as a
complement to the previous report prepared for the 6th session of the VOORBURG
group : “Statistical requirements for assessing volume and price changes for
commercial services” (Jean ALBLERT, October 1991, 1lelsinki).

Since last year, the chapter on distributive {rade has been used for elaborating a draft
Regulation] on Community surveys in the field of statistics on distributive trade (1).
This Regulation should soon come into force in the twelve Member States of the
Communily and the six EFTA countries.

A list of the statistical characteristics {variables) to be collected through a harmonised
procedure is provided in its annex. The Regulation concerns the enterprises {and
sometimes the local units) involved in commercial activities, as delined in the Statistical
Classification of Economic Activities in the Buropean Community (NACE, Revision 1).

It intends to obtain statistical data that should be as homogenecus and comparable as
possible throughout the European Economic Area comprising the Community and
EFTA counines,

Therefore, 1t 1s worth testing Methodological Manual and the possibility to accurately
deflate the production, and thus the value added by the distributive trade sector. This

value added accounts for 13% of the Gross Domestic Product {GDFP) of the Burapean
Community.

This paper is divided inlo three parts :

First, the principal definitions and the main conclusions of the previous report will be
summarised.

Next comes a short description of the measures proposed by the Methodological Manual
and 1n the draft Regulation, which was inspired by it.

Lastly, the theoretical requirements are comparcd with the proposals in the Manual.
The ficld of investigation of this report will be limited to retail trade, which is easier to
analyse from a statistical point of view than wholesale trade.

(1)

This Requlation will have te be adopted by the Council of Ministers of the twelve countries Farming the
Euraopean Community. A regulatien s &8 legal act immediatly binding all Momber States. The treaty
establishing the European Economic Ares (EEA) extends its validity to the seven EFTA countrics
{Austria, Swistzerland, Linchtenstein, Iceland, Norway, Swedsn, Finland). The draft regulation
currently under discussion foresees, apart frem pratical dispositions, alse provisions on
representativity, statistical quality and adaptation possibilities towards future needs via a Commites
of Member States, chaired by Eurostat, who can decide on those adaptations within the framework laid
down by the regulation itself. The regulation lays down a common core bindirg for all Member States. It

does nob prevent any country to go beyomd its provisions either in terms of wveriables asrked or detail
aof breakdown.



Reminder of previous definitions and principal conclusions

The output of trade activity is a service by which an enterprise makes available to users
goods purchased and resold without any significant further processing. The value of the
service rendered is remunerated by the pross margin, which is defined as the difference
between the sales value and the purchase value of goods. In a free-market economy, the
gross margin value increasingly corresponds to the valuc of the service provided by the
enterprise, mainly because of intense competition between firms. For a seclor such as
textiles and apparel retailing, the gross margin of all the firms involved m this activity
is equivalent to the production of commercial services in this scctor. As for any other
service, the changes in the value of gross margin for two successive years can be
related to price or volume variations. This is exactly what should be analysed and, if
possible, measured.

The two papers presented last year by F. AMAND and I. ALBERT (VOORBURG, 6th
session, 1991, Helsinki) defined the price index for a commercial service (d.P) as the
praduct of price variations of the goods sold {d.p) multiplicd by the variations in the

gross margin rate {d.r) for a given form of sale, a product or even a range of products
(see Appendix 1).

As a matter of fact, the margin rate (relative margin) is defined as the gruss margin
divided by the sales value. From a period ¢ 10 & period (+ 1, this rate can be used as an
indicator for the variation of the relative price of the commercial service, related to the
price of sold goods, if it is assumed that, in the short term and for a given category of
poods and form of sale, the change in volume of the commercial service is equivalent to
that in turnover at constant prices. This hypothesis 13 only valid fer a firm or a group of

firms that have not undergone any considerable changes in their form of sale or product
Tange.

As described in the previous report, there arc two conditions for ohtaining an accurate
price-volume rate. They are :

- a classification system to dislinguish between different forms of sale
corresponding to a specific commercial service;

the cxistence of a statistical obscrvation system for monitoring quantitative

variables needed to calculate volumes and prices of commercial services. These
variables are :

a) turnover from purely commercial operations;
b) value of purchases;

<) change in stock ol goods lor resale;

d) turnover by categories of goods;

€) retail prices.



The variables a, b and ¢ are used to calculatc gross margins and the variables d and e to
calculate price indexes for a given form of sale. The changes in the sales value are
divided by the price indexes 1o determine the changes in the volume of actvity
(turnover at constant prices).

The relationship between the gross margin variation (d.M) and the variation of the
volume of the activity (d.vo} determines the price of a commercial service. This price is
not an observed price but an implicit price.

Howcever, another method exists to directly observe the changes in the price of a
commercial service, As mentioned, for a given category of goeds and form of sale, the
price index of the commercial service (d.P) is the producl of price variations of the
goods sold {(d.p) multiplied by the variations in the gross margin rate (d.r) :

d.P =dpxdr

The calculation of this price index allows to calculate a volume index of the output of
the commercial service : (d.M/d.P = d.m), d.m bcing the change in the volume of

d.M, which is itself the equivalent of the production or output of the commercial
service, as already mentioned.

This way, the problem can be solved theoretically, on the basis of rather strong
hypotheses relating to the short term stability of the commercial service for a given
form of sale. It remains to be seen 1f statistical requirements can be met,

Three tundamentals determine the accurale assessmenl ol price-volume changes for a
commercial service: a clear definition of the statistical units to be surveyed, a
harmonised classification system and a selected set of variables.

a) Statistical Units

Two units have been retained © the enterprise and the local unit. In retailing, the local
unit corrcsponds most closely to the form of sale. But, when conducting a sample
survey, the local unit can generally not provide the necessary data, for lack of a

complele accounting system. Therefore, the emphasis will lie on the enlerprise as a
statistical unit,

The draft Regulution stipulates that enterprises be surveyed with a periodicity of one
year or more and asked (o produce the necessary variables (0 monitor changes in gross

margin (sce Appendix 2: draft annex to the Regulation on statistics on distributive
trade).



b) Classification system

The "NACE Revision 1" classification was adopted by a Council Regulation (No
3037/90) on 9 October 1990 and is currently being introduced in all the EC Member
States. The new NACE is derived from the ISIC classification and is compatible with
it. Eurostat's Methodological Manual and the draft Regulation are based on this
classification, which is expected to enhance statistical comparability across the
European Economic Area (see Appendix 3: cxtract from the NACE Rev.] for the
Division 52 "Retail trade, etc.”

c) Variables

Appendix 2 contains the list of varables to be collected by the National Statistical
Offices (NSO) in ali the Member States according to the draft Regulation. Two
breakdowns of the turnover are proposcd, by kind of activity and by kind of goods
sold. The first one will only be asked {rom the enterprises (variable A 1.1.), the second
one Trom the enterprises and the local vnits (variables A 2.5.3. and A 3.3.2). The list
also inciudes several items on forms of sale (A 2.2.2. o A 2.2.6.) to be collected
pluriannually. The aim of these items is 10 obtain a detailed breakdown of the number

of enterprises by sales area for store retailing and type of retaihng for non store sales
(e.g. mail-order and itincrant trade).

Do the Manual and the draft Regulation allow a_thorgugh measyrement of price-
volume changes?

The answer to this question again lies in the examination of the three mainslays of a
statistical observation system.

a) Statistical units

The enterprise was selected as the main statistical unit. However, il presents a major
disadvantage: it is not 2 "pure” unit as to the kind of activity and the [orm of sale. For
instance, a commercial firm may operate grocery superstores and at the same time
department and convenience stores. 1l may also offer non commercial services such as
catering, tourism and leisure, credit faciliies. The annex of the draft Regulation
includes an analysis of turnover by kind of activity, for enterprises with five and more
persons employed. There is also a set of questions on the forms of sale for all
enlerprises including smaller anes. This way, selections of units become possible
according to more or less complex activity characteristics.

b) Classification system

The NACE Rev. | classification system is not entirely suited 1o observe forms of sale
and to describe a specific commereial serviee. This lack of precision is obvious in the
case ol non specialised trade activities.



However, a set of guestions on forms of sale arc presented in the anncx fo the draft
Regulation (A 2.2.); the variables will be collected on « pluriannual basis and from all
enterprises. Furthermore, survey results can be obtained by size of enterprise {(number
of persons employed and turnover). A cross-analysis of these characteristics will
eventually lead to sub-groups of firms defined by forms of sale that are not explicitly
mentioned in the NACE Rev.1l. In this context, it would be interesting for national
statisticians to take into account country-specific features in order to gradually improve
this analysis by form of sale. At Community level, results can certainly benefit from
such an approach.

c) Variables

It can be said that all the variables required for the assessment of price and volume
changes are covered by Curostal's statistical programme. Bul some difficulties still arise
from periodicity {certain important data will only be collected on a pluriannual basis} or
field limitations (some variables only cover enterprises with five or more employees).

The breakdown of turnover by kind of goaods is a major feature of the annex to the drafi
Regulation (A 2.5.3.). The list of goods is derived from the Classification of Products
by Activity (CPA), which is an adaplation of the CPC. Eurostat recently carried out a
pilot survcy on the forms of sale in large-scale food and non-food retailing. This
showed that, in almost all countrics, local units were able to reply satisfactorily in
conformity with the proposed breakdown by product. The French experience over the
last twenty years 13 also satisfactory even in the case of small enterprises. The shares of
sales by product category make possible the weighting of price indexes in the dilferent
sub-sectors corresponding to a form of sale, by using the elementary price indexes
which form the basis of the general retail price index which is compiled in ali countrics.

Conclusion

This brief overview of Eurostat's programme reflecled in the Methodological Manual
("Distributive trade" chapter) and the draft Regulation derived [rom il leads to similar
and positive conclusions as the paper presented last year.

A) A realistic measurement of volume and price changes is possible for the analysis
of retail output variations.

B The Regulauon, which is based on the Manual, will lead to a harmonized

collection of the necessary data for such an analysis throughout the European
Economic Area.

C) However, the statistical data supplied by the surveys defined in the Regulation
require subslantial compilation and claboration efforts. As clearly expressed in
the Methodological Manual, calculation and estimation procedures in keeping
with National Accounts will probably be necessary.

D) In any case, Furostat expects resulis to be extremely uscful, The envisaged
efforts will certainly contribute to enhance the information and knowledge base
about developments in this important cconomic sector,



APPENDIX 1

Delinition uf the price index for a commerciai SCrvICe
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Adapted from Le conunerce en 1987 Rapport de la Commission des comples commerciauy de la
Nation, 1988. Les collections de FINSEE, série C, No. 1

52: page 61, note 7.
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Appendix 7

Atnex Lo the regulation on
Community surveys in the field
of distribulive trade

LIST OF CIIARACTERISTICS

Version of 28/7/1992

A CHARACTERISTICS OBSERVED AT THE STATISTICAL UNITS

Scope!

Al Characteristics of sannual pertodicity and related (0 enterprises

Al Accounting data

Al Total wirnover (excl. VAT)

AllA Analysis of winover ity 1ype of actvity (exch VAT) *

iR Sales of goods produced by the enterprise
Godwstial and agricultural production and crafts)
Sales of goads purchased by the enterprise

bl: wholesale sales {resales w other waders or
professional nsers)

h2: retail sales (resales to consumers)

Comnussions received (from services rendered 10 third parties)
Activilies related to the provision of services

ER

Al.172 Purchascs of goods and services
a: of which: purchases of goods and services intended for resale

Al 1.3 Stocks at beginning of the accounting period

a of which: stocks of goods intended for resale

All4 Stocks at end of the account ng period
a of which: stocks of goods intended for resale

Al.l5 Total labour costs
a: of whici; gross wages and salaries
b: " compulsory social security contributions

Al.l.6 Value of tangible investments

purchases of bara land

purchases of existing buildings and structures
construction, building conversions

purchases of transport material

purchases of instaliation and equipment

o s

' prineyal, the vauinbles Caver the entire field, with the exception of those marked with an aseriskz (4 whizlorefer only te vl
emploving fve or more persons e ployed



B2
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[

1.

Al21

Value of goods acquircd through leasing
Disposals of fixed assets

Duties and taxes related to production other than VAT
Operating subsidies

Data on [impures and Exports

imports

Wiolesale trade and trade and repair of motor vehicles

Al27

AL

Al30
W

A2

A2l

AZ 1.1

AZ21.2

AZ13

a:

Exports
Dula on employment in enterprises on 30/49

Number of wage and salary earners

of which: number of wage and salary earners employed on part-time
basis
ol which: number of female wage and salary earners

Number of non-remuncrated persons emploved

Characteristics of multi-annual periodicity and related to enlerprises

Structural characteristics of enterprises

Legal status
sole propnetorships
trading partnerships
limited partnerships
lirted liability companies
enterprises with share capital
cooperative societies
enterprises with other forms of legal constitution

Date of business start-ups
mofe than 10 years ago
510 1) years ago
2to 4 years ago
during the previous year

Number of local units
of which: local sales units

Scope
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Al.2 Miscellaneous information on forms of trading by enterprises
Wholesale trade
A2.2.1 Presence of wholesale self-services
(Cash-and-Carry)
A2.2.1.1 number of outets engaged 1n this form of trading
Kerail trade
Number of enterprises engaved in trading ..
A2272 through retail stores
A222.1 number of stors engaged in this form of tading by total exploited
floar space:
3 less than 120 m?
by 120 o less than 400 o
m:' A00 to less than 1000 w®
d: 100G w0 less than 1500 m?
o 1500 10 less than 2500 m?
f: 2500 10 less than 5000 m?
o more than 5000 m®
A2.2.3 on [ixed market stands and/or statis
A22731 tolal number of stands and/or stally
MA2.2.4 itinerant form of trading
A225 mail order or sales at a distance
A2.2.6 other forms of rctail trade
A23 Misceflaneous information on Trading Links
Trade and repuir of motor vehicles
AZ.3.1 concessionnaire {or ficense-holder)
A232 Trademark agencies
A233 Subsidiaries of national producers and importers
A23.4 (Others
Whaolesale trade
AZ235 Affiliation with a wholesale buying group
AL36 share of pmichases made through this wholesale buying groups
A2.37 Affiliatian with a voluntary chain of wholesalers and affiliated retailers
A2338

sharc of wholesale purchases made 1o affiliated retailers

Scope




A234G belonging o a retail buying Broup:
a: ol which: codperalive group

A23.10 belonging 1o a voluntary chain of wholcsale fraders and affiliatzd retail
traders

A2311 belonging to a franchising chain

A23.12 affiliated by a licensing agreement

AZ.35.13 forming a consumers cooperative

A2514 farming a busioess cooperative, staft discount store or business
adnunistration group

A24

AZ.4

A25

l

[~

11

Reratl trade

Miscellaneous informativn on types of supplicr and types of customer

Wholesale trading

breakdown of sales uccording to custorer type (In porcentages)

a0 sales 10 resale traders: wholesalers, buyers groups
b: sales to resale traders: reiai! traders

C: sales to prolessional users:

ik sales made direct to consumers

Rerail frading

breakdown of purchases by type of supplier (in percentages)
a: retall buying groups

by voluntary chains of whelcsalers and affiliated retailers
C: buying groups of large retail enterprises

d: buying services of large retail enterprises

e: wholcsalers

f: producers

Data on the share of sales of goods broken down hy product type
(in valne or in percentages)

Trade and repair of motor vehicles

motor vehicles
parts and accessories for motor vehicles

matorcycles and accessoties for motoreycles
automative fuel

Wholesale tride

grain, seeds and animal fecdingstufls
flowers and plants

live animals

untreated skins and Leathers

NnIman llldiﬂ:tl'll‘(’.(i tabacin

Scope
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fruit and vepetables

meat and meat prodocis

nudk products, eggs and edible oils and fats
beverapes

tobaccn

Scope

sugar, chocolale and sugar confectionery
coffee, tea, cocoa and spices

other food products, including seafood (fish, crustaceans, molluses)

exille wmicles
clathing articles
footwear and leather poods

vlecinizal household appliances and radio and wlevision goods
plasswere, vamish, paint and wallpaper

perfumes and cosmelic articles

pharmaceutical poods

oter noti-food consumer goods

- solid, iquir and gas fuels and derived products
metal and ores of construction

plumbing and heating equipment and supplies
chemical products

other intermediate producis
wastcs and rubbish

machine tools for working metal and woad
construction mactunery

machinery for the textile indusiry and in sewing and knitting machines
office machinery and equipment

other machinery for use in industry, trade and navigation

agricultural machinery and accessories and implements, including tractors

A2.573 Retail trade

fresh fruit and vegetables

mcat and meat products

fish, crustaceans and molluscs
bread, cakes, ftour and sugar confectionery
beverages -

tolacco products

dary products, ¢pgs, fats

other food products

{rozen tood

pharmaceutical goods

medical and orthopaedic goods
cosmetic and toilet articles




a

materials and other textile articles

clothing artcles

footwear and leather gaods

new furnature and lighting equipment

elcctrical houschald appliances, radios and wlevisions
hardware, paints and glassware

books, newspapers and stationery

other new non-food products
awomolive fuel
other praducts for motor vehicles

sccondhand poads, antiques
Data on Imports and Exporty

lmpaorts
otiginating {from LEEC countries
originating from EFTA countries
ariginating from non-FEEC/EETA countijes

Exponig
destinated to EEC countries
destinaled to EFTA countries
destinated to non-EEC/EFTA countries

L

Scope
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Chavacteristics of multi-annual perindicity and related to local units

Data on employment on 30/09
Number of wage and salary earneis

of which: parl-time wage and salary eatners
Numnber of non remunerated persons cmployed

Data om the types of sales

Farcedd seiles wntts of the rewd! vacde

ot
IJJ
1y —

-

ld i fard

o B RS ba Bo

"

>
RS I

o
L

S

A325
AR2.0

A33

sales 1n stores
scif-service or partial scl-scrvice
tradition] service exclusively
mail orders or sales at a distance
on {ixed market stands andfor stalls
ttinerant form of uading
other torms
In case of sales in stores:
floor space

Data on turnover

{.ocal sales units of the retail trade

A3351
A332

Total tumover

Analysis of turnover by type of activity and product (in value or in
pourcentage)
of which: Retail sales

For the retall sales, an analysis by products using the list of
codas AZ.5.3 is requestad

of which: Wholesale sales { resales to traders or other professional
USErs)
of which: Other activities (Renting of tloor space, cafeterias, travel

agencies, etc.)

Scope




Ad.2

A4.2.1
A4272

—_—
M
Prad =t

Characteristics of infra-annual periodicity and related to enterprises

RETAIL TRADE

Value of turnover (at current prices)
Number of wage and salary earncrs

Requested fields and groupings of the NACE/Rev. 1

S2.41: Retail sale tn non specialized stores with food, beverages
ar tehacco predominatig

H22: Retetl sale of food, beverages and tobicen (n specialized
Storey

Sub-towal: Retatl sales [n stores with Jood predominating

5212 Cither retail sale in non-specialized stores

52.41-42-43: Rewil sale of textiles, clothing, foorwear and leather 206y
32.44-45-90. Retail sale of household appliances

524748 Other retaid sale in specialized stores

Sub rotal: Retad sales in stores or via mail order of predominant!
ron-foad guods -

526/ Retai! sale via mail vrder houses

Total: Retail sales in relation to the scape of relevant shovt-term

ndicators
TRADE AND REPAIR OF MOTOR VEHICLES

Registration of motor vehicles for private and commercial use
Tumaver in value

Periodicity

monthly
quarterly

maonthly
quarterly




Bl

El.1
Bl.2
B1.3
B1.4
315

B3l

B3.1.1 o

RB3.2
B3.3

B4

B4.]

B42
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CHHARACTERISTICS CALCULATED BY THIE NATIONAIL
STATISTICAL,

INSTITIITS

Characleristics of annual periodicily and related (o enterprises

Number of enterprises
Number of persons employed
Margin

Value added

Gross operaling surphus

Characteristics of multi-annoal periodicity and related (o enterprises

number of local unmits

a: ol which: local sales unis

Characteristics of multi-annual periodicity and related to enterprises

number of tecal units
a of which: local sales vanits
number of persons employed
breakdown of the number of local sales units by the NUTS 1

Characteristics ol infra-annual perigdicity and related fo enterprises

Rerail trade

Turnover in volume (at current prices)
Trade and repatr of motor vehicles

Turnover in volume (at current prices)

monthly

quarterly
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C SIZE-CLASSES FOR THE STATISTICAL UNITS

For the purpase of this repulation, the following size-classes will be used:

For the number of wage and salary carners:

0/1/2-475-9/10-19/20-49/500 99/100-249/250-499/500-999/1 000-4999/500()
and higher.

Lo the number of persons emploved:

H2-475-97100 19/20-49/50-99/100-249/250 499/500-999 1 000-4999/5000)
and higher.

FFor the turnover (excl VATY in LCU

less than 20000

from 20.000 to less than 60.000
from 60.000 1o less than 120.000
fram 120,000 to less than 210,000
from  200.000 to less than 4060 000
from  A00.000 10 less than LOOD GO0
rom 1.000.000 10 less than  4.000.000 (1)
fram 4.000.000tc less than  10.000.000
fram 10.000.000 to less than  [6.000.000 (1)
from 16.000.000 to less than 40.000.000
from 40.000.000 to less than 200.000.000
200.000.000 and nore

(1) tresshald used in the fourth directive
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bppendix 3
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Clascificatians

NACE Rev 1
LDuvisica Gaoep lan Mhecnpr o [%020 Rew 1 orts raier
e S —— _
51 ; O RLTAY TRADE, EXCEPT OF MOTOR VENTCLES AT
! COMOTORCYCLLS, REFATK OF PLESONAL AND THIUS 101
alelyi
21 Aozl tale b non<pecizhzed vores i S
4211 Aerall sale 1w noe speoalized stores wads fucd, Leverages ue wba o
predannnaag 3111
5212 Oihie rotadl sele 01 conapesiabized wtores AP
52.2 Rowed sale of Towd, boverages and tobawo io specalized siares 522
H VA | Tlezail sale of freit and vegetzbliss i 3210 »
5122 Ertail cabe of mrat and oacat produces AP NI
12.7% Fewail sale of bsh, crusmaccans and molless 5210 o«
52.74 Bl sale of bread, cakes, Hour confeciaonery wad siegar coafrrnnnery 5220 =
- 57 73 Reral! szle of alcoholic and odier beverages $320 =
52.76 Rezail sale of wobacca products $23¢ «
52.37 Crther cetan sale of food, beverages wnd 1obaceo o speaszlired neres §220 >
523 Fewall aale of pharmacrvuncal and medical goods, wouncue and e
wrucles 24w
| §i1i i [hsprosing chemists LI L
2 Recat) sale oof medical and orthopaedic ponde 5230 .
33 Rerrail cale of cnsmenc and voilier erbcles 523t =
51,4 Onber retal sale of acw goode o apecialoed stares 533 -
51,41 F.ctai] salc of rexdies 5217 »
51.42 Retai sale of dothing 5232 =
5241 Retail sale of fowtwear and leather goods 5232 %
52.44 Rezail sale of furninere and lightiag equipment 5233 =
52.45 Retail gale of hovsehold appliances zod radia znd relevitin: goods 5133 x
$2 .44 Rerall sale of hardware, paints and plass 5234
5147 Feta! wile of books, nows.apers and sarioaery 5239
2.4k Other reail cale in specialived stares 5219 x
§2.% Retall sale of second-haad goods in qares $2a
52.30 I Retadl gale of secynid-hand goods in swores 5240
516 Hetail sale oot in stores 525
5161 Rezail eale via mad order howses 52351
§2.62 Fetadl salz vie wradls and markes 5232
$2.63 i Oither nor-stare retall sale §259
522 Repair of personal and houechold govds 51y
5273 Rcpair of booh, shoes and orher artides of leather 5280 x
' £1.72 Repar of clesrrcal househald Roods 5260 =
5173 I Repair of warzhes, docks and jowellery Il ox
52.74 C Repanonoe s



