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the Information Society, in April 2002. Comments received at that meeting have not yet been incorporated
in the attached draft. Comments from delegates to the Voorburg Group meeting are most welcome.

A PROPOSED DEFINITION OF ICT MANUFACTURING GOODS

Introduction

1. In 1998, OECD Member countries agreed on an activity-based definition of the ICT sector. This
definition, based on an international standard classification of activities (ISIC Rev.3), was considered to be
a first step to obtain some initial measurement of ICT sector core indicators [see DSTI/ICCP/IIS(2002)2].
Thus, the approach taken by WPIIS was to first define the activities, and subsequently work on a list of
ICT goods and services that could complement and help to refine the activity-based definition. While this
was the primary reason driving this work, another reason for developing a definition of ICT products is to
be able to link domestic production data with international trade data.

2. The difficulties to establish a list of ICT products were recognised by WPIIS since the start in
1998. These difficulties were related to the rapidly changing character of ICT goods and services and the
dated nature of current standard classifications. The approach taken by WPIIS was to look at a
classification of ICT goods first and separately from that of ICT services. This paper summarises the work
on ICT manufacturing goods carried out over the years and presents a final proposal for discussion and
approval. It is presented with a view to reaching consensus on a set of commodities that make up ICT
manufactured goods and can be used to complete the definition of ICT goods and services. Issues related to
the classification of ICT services are discussed in DSTI/ICCP/IIS(2002)7.

1998-2001: some background

3. WPIIS work on ICT manufacturing goods started in 1998. Several papers were written on this
topic by Olof Gérdin (Eurostat) and discussed over the 1998-2000 period at meetings of the OECD, as well
as at meetings of the Voorburg Group on Services statistics and of the Eurostat's Working Group on
Statistics for the Information Society.

4. At the 2000 WPIIS meeting, it was agreed to adopt the broad general structure for manufacturing
products as outlined in the paper presented by Olof Gardin [DSTI/ICCP/IIS(2000)2 — A Definition of ICT
Manufacturing Products, A Proposal for Discussion]. That broad structure was based on the Prodcom



classification and was arrived at after consideration of the set of principles for the manufacturing sector
adopted at the 1998 meeting of WPIIS. These principles are that the products must either:

e Be intended to fulfil the function of information processing and communication by
electronic means, including transmission and display, or

e Use electronic processing to detect, measure and/or record physical phenomena, or to
control a physical process.

Parts and accessories for such products were also considered to fall within the definition.
5. The broad general structure agreed in 2000 was as follows:

e Telecommunications equipment

e  Consumer electronics

e  Computers

e  Office machinery

e Electronic components

e Instruments and equipment for detecting, measuring, checking and controlling physical
phenomena or processes.

6. It is important to note that this agreement did not necessarily imply that, for example, all products
that could be viewed as consumer electronics would be considered to be ICT manufactured products.
Some will be, but not necessarily all.

7. Also at the 2000 meeting, WPIIS did not agree to a proposal for more detailed products based on
the categories outlined in the CPC — Central Product Classification - (with a detailed link provided back to
the HS — Harmonised System - nomenclature). Instead, it asked Secretariat to obtain some professional
advice on the detail that ought to be included within the definition. The Secretariat tried to obtain this by
getting advice from the European Information and Communication Technology Association. While input
was promised by that organisation, the only response received in the end was a general agreement on the
OECD existing proposal.

8. At the 2001 meeting of WPIIS, a proposal based on this broad general structure approved in
2000 was tabled as a room document [DSTI/ICCP/IIS(2001)/RD4] and presented by Bill Pattinson. Given
that the proposal was tabled directly and for the first time at the 2001 meeting, there was not possibility of
an in-depth discussion of the proposal. The proposal is now tabled again for discussion, especially in the
light of reviewing the ICT sector activity-based definition [see DSTI/ICCP/IIS(2002)2].

User needs for a detailed definition of ICT manufactured goods

9. There are two main reasons for an elaboration of ICT manufactured goods. These are:

e To provide a framework in which commodity statistics can be compiled, and



e To provide users with a more refined definition of the ICT activity-based definition than is
possible with the use of ISIC classes.

A Framework for Commodity Statistics

10. Economic statistics users generally require statistics about both industries and commodities. The
industrial data (similar to the type included in “Measuring The ICT Sector” generally provides structural
data about the firms that are producing the relevant goods and services, such as their employment and their
value added. The commodity data, on the other hand, enable individual commodities to be analysed, and
in particular enables domestic production within a country to be compared with imports and exports.
While a similar analysis can be undertaken at a more aggregated industrial level, that aggregated level
itself is only an approximation and will often hide trends in the data that are relevant for users.

11. Thus a key requirement for ICT manufactured goods is that they can be related to international
trade data. This means that it is necessary to therefore either define them in terms of the HS classification
or provide a link to that classification.

Refine the activity-based definition of the ICT sector

12. ICT sector statistics provide information about statistical units (in this case, enterprises) that are
classified to the industrial classes defined as being part of the ICT sector. These statistical units will
sometimes produce ICT goods or services solely, sometimes will produce a mixture of ICT and non-ICT
goods and services and on occasions may not produce any ICT goods or services at all. It is only by
collecting product information that this can be determined. The collection of such data thus may enable the
user to have a much better idea of how closely the ICT sector as measured in any country resembles the
group of statistical units that primarily produce ICT goods and services. (In statistical terms, this is often
referred to as deriving “coverage” and “specialisation’ratios.)

13. Thus the key requirement from this point of view is that the products are defined in such a way as
to enable the collection of production statistics — in general this means that they will probably need to align
to international commodity classifications such as the Central Product Classification or ProdCom.

4. Using the HS classification

14. While both the trade and the local production commodity classifications could be used to help
develop a set of products to be included in our definition, this paper concentrates on the HS classification.
This is mainly because there are data available for all Member countries using that classification. The
same cannot be said for the commodity classifications.

15. The HS classification has a number of levels - at the most detailed level, there are far too many
classes to be used as a basis for the list of ICT products. One way of reducing this number is to look at the
trade classification, and the international trade data, at a more aggregated level. Obviously, the greater
degree of aggregation, the less pure the results.

16. Tables 1-6 attached show the major products included in each of the general headings shown in
the structure agreed at the 2000 WPIIS. A major product is defined for this purpose as being any
commodity that contributes at least 1% to the total exports for its group, either in aggregate for the OECD
or as an unweighted country average. The tables show the commodities that would be included if a
definition were to be derived at both the 4 and 6 digit levels of the HS classification using the concordance



provided by Mr Gardin in DSTI/ICCP/IIS(2000)2. To define ICT manufactured goods at the 6 digit level
requires the addition of the categories shown in shading in the Tables.

17. Some conclusions from this analysis are shown below.

Telecommunications equipment

18. The total value of telecommunications equipment exports of OECD in 1999 was $US 126 billion,
based on the 6 digit level concordance. This represents 3.7% of total OECD exports. There are very few
differences between the 4 and 6 digit levels. The only additions to the major 4 digit commodities are

e the telecommunications parts of aircraft and spacecraft and

e instruments for measuring or checking electrical quantities specifically for
telecommunications

e transmission apparatus for radio telephony, radio telegraphy, radio broadcasting or
television including television cameras (including mobiles).

19. It would not be possible to measure the specific telecommunications parts for aircraft and
spacecraft (without going to a very detailed level of the classification) and so these ought to be excluded
from the list. The measuring and checking instruments could be included in the category for measuring
and checking instruments. The major component of the latter group is likely to be mobile phones that
should be included in this category. Thus it would appear to be reasonable to use a mixture of the 4 and 6
digit classification to delineate the major products for telecommunications equipment as:

e Electrical apparatus for line telephony and line telegraphy (including telephones)

e Transmission apparatus for radio telephony, radio telegraphy or television (including
mobile phones)

e Radar apparatus, radio navigational aid apparatus and radio remote control apparatus, and

e  Parts suitable for the use solely or principally with the above apparatus.

Consumer electronics

20. The total value of OECD exports of consumer electronics in 1999 was $US 63 billion, based on
the 6 digit concordance. This represents 1.5% of total OECD exports. The major difference between the 4
and 6 digit commodities relates to unrecorded magnetic tapes and discs and video cameras. A delineation
of products based on a mixture of the 4 and 6 digit classifications would lead to the major products being
as follows:

e  Microphones, loudspeakers, headphones and earphones
e Turntables, record decks, record players and cassette players

e  Magnetic tape recorders



e Video recording or reproducing apparatus

e Parts and accessories for sound reproducing and recording apparatus

e Unrecorded magnetic tapes and discs

e Video cameras

e Reception apparatus for radio telephony, radio telegraphy or radio broadcasting

e Television receivers including video monitors and projectors.

Computers

21. The total value of OECD exports of computers in 1999 was $US 193 billion, based on the 6 digit
concordance. This represents 4.7% of total OECD exports. The only difference between the 4 and the 6
digit concordances relates to the treatment of parts and accessories. In the 4-digit classification parts and
accessories for computers are included in the same group as parts and accessories for typewriters and word
processing machines. It would seem to be inappropriate to include all parts and accessories in either
“computers” or “office machinery” and so a combination of 4 and 6 digit classifications is proposed.

22. The major products for this group would be as follows:

e Computers

e Parts and accessories for computers.

Electronic components
23. The total value of OECD exports of electronic components in 1999 was $US 187 billion based on
the 6-digit concordance. This represents 4.6% of total OECD exports. The major differences between the
two levels are that electric conductors (which should be included in the definition) are combined in the 4-
digit classification with ignition and winding wire sets (which should be excluded) and that cards with
magnetic strips could be separately identified at the 6 digit level.
24, The major products were as follows:

e Electrical capacitors

e  Electrical resistors

e Printed circuits

e  Thermionic and cathode ray valves and tubes

e Diodes, transistors and similar semi-conductor devices

e Electronic integrated circuits and microassemblies



e FElectric wire conductors

e  Cards with magnetic strips

Office machinery

25. The total value of OECD exports of office machinery in 1999 was $US 14 billion, based on the
6-digit concordance. This represents 0.4% of total OECD exports. The vast majority of this relates to
photocopiers and their parts and accessories, which is a separate 4-digit part of the classification. The
“Other office machines” that might be considered to be ICT goods are designated as being in other parts of
the HS classification.

26. The major products under this heading are as follows:

e  Photocopiers

e Cash registers, typewriters, word processing machines, calculating machines, accounting
machines

e Parts and accessories for the above

Instruments for detecting, measuring, checking and controlling physical processes

27. The total value of OECD exports in 1999 was $US 53 billion based on the 6-digit concordance.
This represents 1.3% of total OECD exports. However it is very difficult to use the HS classification to
clearly specify the particular instruments that are to be included. This is because the majority of the
exports are allocated to the “not elsewhere specified” categories. External advice will be needed to more
precisely delineate the commodities to be included. Delegates may wish to examine the commodities
shown in Table 6 and offer advice on what ought to be included in the final list. In the interim, the major
products list could include:

e Lenses, prisms, mirrors

e  Photographic cameras

e  Electron microscopes

e Compasses and other navigational instruments

e Instruments used in geodesy, topography, hydrography etc

e Machines for testing the hardness, strength of materials

e  Qas, light or electricity meters

e  Mileometers and other revolution counters

e  Other measuring and checking instruments.



5. Conclusion

28. This paper has attempted to derive a list of manufactured products that might be considered to be
ICT goods. It has been based on the agreements reached in earlier meetings concerning the principles to be
adopted and the broad general structure for the list. The list has been based on the HS classification and it
is proposed that a mixture of the 4 and 6 digit levels of the classification will be needed. It is important to
note that it is desirable to use the classification at as high a level of aggregation as possible to avoid
problems created by data becoming unavailable because of confidentiality problems at a more
disaggregated level. The HS classification was chosen as the model because it is the classification by
which detailed trade data are available for all Member countries. There are established concordances
between the HS classification and the Central Product Classification that is used by some Member
countries as the basis for their collections of local production data.

29. In considering the lists, delegates might care to review if the principles adopted in 1998 have
been interpreted appropriately in arriving at the list as well as the individual entries within them.

30. Agreement to the list (modified, as appropriate) does not necessarily mean that data will have to
be collected and compiled at that level. The list initially can be used merely to better describe the outputs
of the ICT industries and as a guide to review the ICT activity-based definition.



ANNEX TABLES

Tables 1-6 attached show the major products included in each of the general headings shown in the
structure agreed at the 2000 WPIIS. Major is defined for this purpose as being any commodity that
contributes at least 1% to the total exports for its group, either in aggregate for the OECD or as an
unweighted country average. The tables show the commodities that would be included if a definition were
to be derived at both the 4 and 6 digit levels of the HS classification using the concordance provided by Mr
Gardin in DSTI/ICCP/IIS(2000)2. To define ICT manufactured goods at the 6 digit level requires the
addition of the categories shown in shading in the Tables.
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