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1.0 Introducton

Thiz sector paper on the freight transport by truck provides a summary of international
progress on the measurement of this service, identifies and discusses the challenges
facing the accurate and coherent measurement of turnover and price change (and hence
the calculation of real output), presents recommendations for dealing with these
challenges and prowides an overview and discussion of classification 1zsues.

The sources of information for this paper include: presentations and summary notes from
the 2ist Foorburg Growp Meeting on Services siatistics, Wiesbaden, Germany (2006)
the QRCIL Burastat 2005 Inquiry an National Collection af Services Producer Frices;
the Burastat and OB CD Methodolbgical Giide For Develaping Prodicer Frice Indices
Far Services, and the United Nations Satistics Divisian — Classification Fegistry.

Thepaper 15 organized as follows: section 2.0 presents an overview of international
progress, section 3.0 presents a summary of the primary findings from the mini-
presentations; section 4.0 contains a summary of the points of the various real world
complications encountered by the various countries and recommended gmdelines for
determining which FPI and turnoverfoutput data methodologies work best under
particular matket conditions and constraints; section 5.0 covers the evaluation of the
turnoverfoutput definition and measurement compared to the defined output activity by
both PPI and turnover/output technicians; section 6.0 discusses how the suggested key
methodology suidelines and results meet the needs of the national accountants; section
7.0 mcludes prescribed changes for standard classifications or national accounts as
required —based onproblems in tryving to conform to 4-digit ISIC boundaries and
identifying uniform product ines across countries;, and section 8.0 concludes.

2.0 Overview of International Progress

The 217 WVoorgburg group meeting in Weisbaden, Genmany in 2006 presented the results
from a swvey of 23 participating countries. The survey asked countries to repott on their
progress in developing services statistics. Usable responses were obtained from 22
countries.

One sub-component of the survey dealt with the development of turnover and SFFI data
for trucking services. Specifically, questions were asked about the level of detail by
industry and by commeodity for which data were produced by the responding country.
Industry was defined under the International Standard Industrial Classification (ISTC),
and pro duct was defined under the Central Product Classification (CPC). Countries were
alzo asked to provide information on the alignment of their turnover and price data. Table
& presents the general findings.



TABLE A: Summary Results of Yoorburg Survey, 2006

Category Number of Percent
Countries

1. Countries responding 22 100

2. SFPI detail currentdy available 15 greater than or equal to the 3 14

CPC detail

3. SFPI detail sean to be available will be greater than or equal 1] 1]

to the CPC detail

4. Turnover detail currenty available 13 greater than or equal to 3 14

the CPC detail

5. Turnover soon fo be available will be greater than or equal to 1 5

the CPC detail

&. Industry-level prices calculated 12 a5

7. Industry-level turnover collected 15 G

8. Detailed turnover and prices well aligned 0 0

9. Detailed tumover and prices well aligned soox 2 9

10, Industry-level turnover and prices alighed & 27

11. Industry-level turnover and prices aligned soom & 27

12. Other-no mdustry coverage for prices andfor turnover ] 36

Dfthe 22 countries who responded, 15 collect industry turnover data (68%) and 12
produce ndustry level prices indexes (55%). The level of detail 1z limited in both cases,
however. At the product dimension, only 5 out of the 22 countries indicated that their
turnover detail currently available either was or would soonbe greater than or equal to
the CPC detail

In terms of current Services Producer Price Index (SPPI) detail, only 3 countries (14%0)
produce detail greater than or equal to the CPC detail, and similarly for tumower, with the
exception that one additional country will sooxs produce data at this level.

Internationally there 1z a low degree of alignment of detailed tumover and prices data. Mo
countries reported that they collected detailed and well-aligned turnover and prices data,
although 12 countries (54%0) did indicate that their industry-level turnover and prices data
were either currently alighed or would sconbe aligned

Bazed onthe results of the QBT D-Burastat 2005 Inquiry on Nafonal Coliection af
services Froducer Frices, 24 countries currently produce or are developing an SPPIfor
this service. A large propottion (two-thirds) of these countries collect transaction prices,
mostly though contract pricing, with the remainder relying on list prices or model pricing
technigues.




3.0 Summary of the Primary Findings from the Mini- Presentations

At WVGE2006, the mini-presentations on turnover statistics were given by Canada,
Germany and the Tnited States and the min-presentations on prices were given by
Australia, Germany andthe Netherlands. Companson across countries highlights regional
differerlme in markets and avallable information. The principal findings are presented
below.

3.1 Definition of the service being priced

There are some notable differences of service definitions across counties. For example,
Australia includes all activity of firms classified to the road freight transport industry,
while Germany tracks road freight services provided by firms classified to road freight
transport or freight forwar ding, and the Metherlands measures only road freight actiwty
by firms classified to road freight transport. Canada and the Tnited States harmonized
their industry classification structure and much of thewr concepts to the pomt where
comparability 1z achieved at a sufficiently low level (MATICS 4 digit) of classification.

3.2 Unit of measure for turnover and pricing

The unit of measure for turnover data for all countries is defined as revenues. Additional
activity data including distance (kilometers) and weight (tons) are collected by sotme
countries. The unit of measure for price data typically represents a shipment, obtained by
a mix of pricing methods including contract prices, list prices and model pricing.

3.3 Marlket conditions and constraints

In most countries, the trucking industry is growing and is predominant as the main mode
of transport in terms of turnover. For example, in the Netherlands, road haulage
represented 40% of the total ransport sectors in terms of GDP 1n 1999 In Canada,
trucking represents approximately one third of the total cutput generated fom the
transportation sector.

Large scale de-regulation of the industry has occurred in Canada, Genmany and the
TTnited States over the past couple of decades. This liberalization hasresulted in a higher
degree of competition, lower industry concentration, and an increased reliance on sub-
contractors (owner-operators). Other common market conditions include a growing
demand for road freight, higher fuel prices, hghway congestion, driver shortages, safety
and secunty 1zsues, and additional regulations for hours of service.

34 Standard classification structure and detaid related to the area — does the standard
mclude necessary product detail based on 1dentified price determining characteristics?

! The following discussion is derived from the surnrrary notes and papers presented for the Freight
Transport by Foad session.



Formostcountries, product classification detail 1z available for some main price
determining characteristics. The detail exists mostly from the various industry
classification systemns where the service activity 15 classified by type of wehicle or cargo
transported (e.g. bulk liquds, forestry products, general freight, refrigerated products),
and in the case of MATCSE, also by distance (shortand long distance) and truckload (full
and less-than-full).

However, the level of product detail 15 not sufficient to cover ali the important price
determining characteristics in all cases, and countries have to go below the existing
classification to further split-out activity. For example, the Metherlands includes a
classification for national and international movements. Australia goes bevond their 4-
digit class lewvel (the deepest level of Australia’s mdustrial classification), using a
specifically designed structure dewveloped with the aim of classifying road freight
activities into homogenous sectors that align better with industry practice. The index
structure used for their price mdex of road freight service is structure d primarily
according to type of commaodity being ransported (e g beer and wine, bull freight,
general freight, refrigerated, and livestock).

One other important detail not covered by any of the classifications is the type of price
arrangement or terms. Depending on the sub-industry and country, several wiable and
different pricing schemes can exist. In Germany the spot market 1s significant, while in
other countries contract pricing, list-plus-fuel surcharge pricing, etc., influence price
movement. Ongin/destination can alse be animportant price determining factor, which
all the classifications simply cannot handle and must be dealt with individually by each
Country.

3.5 Ewaluation of standard wersus definition and market conditions

Comparing standard classification with prevailing market conditions, countries fine-tune
their classifications to more accurately measure the industry, As previously mentioned, in
the Metherlands the classification of road haulage services differs from the standard in
that a distinction 15 made between national and international transpott. International
transports play an impottant role in their industry activity and this adustment to the
classification 15 deemed to be compatible with market conditions,

In Germany, turnover statistics are of limited use for the construction of an SPFPI, as there
1z nobreakdown into different market sub-segments available. Furthermore, freight
forwarders with their own truck fleet who have abig share in the market for freight
transpotrt by road, are grouped in WACE sector 6340 mnstead of 60,24, Adding the
turnover of both sectors would not give satisfactory results, because not all freight
forwarders offer freight transport by road. As aresult, other sources of transportation
statistics along with the help of consultants are used to arrive at a more representative
calculation of turnover. Likewise i Australia, the road freight sector iz tending to engage
more in freight forwarding activities inrecent vears. This trend reflects the road freight
industry’s desire to lower their costs and to provide a better logistic service to its clients.



In the Tnited States and Canada, the implementation of the Morth American Product
Classification System (NAPCS) 1z intended to match the market conditions in the area of
freight transp ortation by road The Unites States Economic Census for 2007 essentially
expands requested data for basic types of carge and expands the list of related services
that may be of interest. 2007 product inguiries will also attempt to collect information on
the transportation of vanous inter-modal containers by road In Canada, the Standard
Classification of Transported Goods (2CTG) 13 employed and represents a good
classification measure for the types of commo dities transported and meshes well with
howthe data are used by the System of Mational Accounts (SHA). As the Canadian
statistical system (both the SMNA and business survey fields) moves to implement NAPCE,
a historical linkage will be carried out. For both countries, the AICS has evolved to
provide a fairly accurate depiction of how the industry should be organized Inpractice,
data will be available for local and long distance freight transp ortation, general freight
and specialized freight, normal traler and inter-modal container, and basic types of
commodities being transported. Application of the proposed AP CS based products will
act to complement the exsting industry structure in MATCE

3.6 Mational accounts concepts and measurement 1ssues for the area related to GDF
measurement

For the most part, all countries {try to) adhere to the national accounts concepts as they
relate to the calculation of industry GDP. However, measurement issues do vary from
country to country.

In Australia, the production approach to the national accounts uses the “outputindicator™
method for measurement of quarterly chain volume estimates of industry value added for
the road freight industry. The output indicator method is the one most commonly used by
the A4B3 and mvolves extrapolating reference year estimates of current price gross value
added using movements in a volume indicator of output. In a few cases the output
indicator 1z just a single statistic, but in mostcases it 15 a comp osite of several statistics.
In no cases do these output statistics precisely meet the national accounts definttion of
output, but in most cases they approximate the national accounts definition reasonably
closely. The cutputindicator used for the measurement of road freight 15 income from
sales of goods and services collected in the Quarterly Business Indicators Survey (QBLS)
These sales estimates are deflated by the producer price index of road freight.

In Canada, the SHA defines the standard unit used for industry measurement as the
establishment in which the main activity 1z truck transportation. It includes all for-hire
trucking establishments, commeon or contract, local or long distance. To conform to the
concept of operating revenues, all subsidies are excluded. The SMNA produces its
estimates of GDP using the value-added approach (1.e. as a sum of value-added by all
industries) and by measuring final demand m the I-O Input-Output) frameworle They
present two slightly different perspectives of activity that achieve the same result. From
an industry-based point of wiew, the truck transport industry is treated as a “margin”
industry by the S A Total operating revenues for this industry are distributed across all
commodities. In this sense, the transp ortation charges for a good form part of the eventual



purchaser price concept (along with other types of margins such as wholesale and retail).
The current deflator 1z based on unit value indexes of revenue and tonne-lilometres for
76 commodities classified by distance groups from the domestic portion of the turnover
survey. Wolume indexes from the same survey are also used to check the results of this
deflator. These unit value indexes have exhibited some volatility and are subject to
changes m the quantity/quality mix in adjacent time periods A5 a result, the deflator in
any given year could be based on all of the above data plus any relevant information
available on the trucking industry.

Germany has more pronounced measurement challenges. There are three main data
sources combined to arive at GDF estimates; the businessregister, the annual VAT
statistic, and the annual structural business statistic (SB2) for service industries None of
the original data sources are fully in accordance with NA concepts, so 1t is necessary to
combine different data sources and to make special adjustments. WA concepts do not
fully agree with German national business accounting rules and the data sources often do
not offer the appropriate information in a sufficient brealedown. The calculation of up-to-
date quarterly M A figures for output in “freight transport by road” 13 based on tonne-
kilometres as an indicator for extrapolation of previous year’ s values. These indicators
are also used for the breakdown of final annual figures to get quarterly results. The
indicator tonne-kilometres 15 derived from official monthly transportation statistics in
freight transp ort by road.

In the Metherlands, the largest portion total service production of truck transport 13 from
exports. Statistics MNetherlands uses aratio of 76 to 24 by which volumes of international
freight transp ort by road are allocated to exports and domestic interme diate consumption
respectively. This breakdown 1s based on tonne-ldlometers of moved carge.
Consequently, the wolume for road haulage services 15 made compatible with Dutch
national accounts. Statistics MNetherlands integrates the PPI for road haulage services into
the national account system without changing the figures. For national accounts use,
=PFLs for domestic interme diate consumption and for exports are produced for deflation

For the United States, census industry data for road freight transp ortation does include
data for the production of transp ortation for own use within enterprises. NATICE classifies
establishments based on the activities that they perform rather than who the unit is
serving. However, the additional inguiry regarding the classification of the enterprize
being served as well as indicators on the file allow the separation of this data if 5o desired
by national accounts.

37 Turnover/output and pricing data method{s) and criteria for choosing various
method(s)

All countries use a combination of methods for collecting turnover/output statistics,
including surveys and administrative data. In Canada, turnover/output datais collected
over several swveys. For-hire carriers with operating revenues of more than §1 million



CAD antually are surveyed for their financial and eperational (turnowver) mformation
under the annual and quarterly survey programs. For carriers under the §1 million
threshold, administrative (tax) data are used to obtain estimates of their financial and
operational activity, A dministrative data 15 also used for owner-operators earning over
£30,000 annually {owner-operators below this threshold are excluded). The annual
commodity origin-destination survey also collects turnover databy electronic data
reporting profiles, but wa computer-assisted telephone interviews (CATI), and on-site
visits. Although the survey coverage 15 significantly enhanced, it does not meet all the
users’ requirements. The Canadian non-trucking companies, or “Private Carriers”, as well
as the foreign companies that transport goods in Canada are excluded The §1 million
threshold was used in the redesigned survey in order to reduce the response burden on
small companies and to respect the budget constraints

In Germany, turnover 15 measured annually as an absolute value, and quarterly as a
percent change. Both surveys — the annual structural business survey in the service sector
and the quarterly swvey in selected service branches —are mandatory sample surveys.
The reporting unit for freight transportby road statistics 13 the “goods road transport
vehicle™, and the statistical unit 15 the tractive wvehicle. Trucks with a capacity less than
3.5 tare excluded. The sampling register used for the survey is the register of tractive
vehicles maintained by the Federal Motoring Office (Eraftfahrt-Bundesamt — EBA). The
micre data concern the vehicles themselves, their journeys and the transported goods.
Included are all journeys of single road transport vehicles (truck), or combination of road
vehicles, namely read trains (truck with trailer) or articulated vehicles (road tractor with
semi-traller), designed to cany goods. Information about the vehicle iz taken from the
vehicle-register. The respondents report information about all journeys of the wehicle and
the goods transported for the reporting period. The quarterly figures are published as
wotking day and seasonal adusted figures as well. Atthe moment monthly WVAT-
turnover information 15 being evaluated as a possible method to estimate quarterly
turnover change, howewer the tax authorities use a slightly different defintion for
turnover. This definition includes more revenues than the revenues linked to the direct
market activities.

In the Tnited States, the primmary source of product data 15 the Economic Census
performed in vears ending with 2 and 7. Interim data 15 often available from annual

sample surveys of producing unitzs but i less detail than the Economic Census.

Pricing methods generally used are contract pricing and model pricing. Most countries
often rely on a combination of the two ih order to address respondentburden. In Australia,
data availability and the bookkeeping and contractual requirements of individual
respondents also influence the pricing methods employed by the ABS Consequently, the
pricing method adepted in the road freight FPI is determined on a firm-by firm and even

a commodity-by-commodity basiz The types of pricing methods used within the road
freight services in the ABS are specification pricing (where clearly identified
representative services are selected along with conditions of sale), and contract pricing
{where ongoing large contracts with a respondent's key clients are monitored).



In the Metherlands, the respondents supply prices on a quarterly as well as annual basis
for anumber of trips. Each respondentprovides prices for up to 20 representative trips.
These trips are described using the warious specifications that determine the price, such as
type of truck and cargo, packing material, weight of cargo, loading and unloading, etc.,.
Another impottant price determining characteristic 1z the frequency of service. Large
haulers have mainly clients for whom they perform the same services repeatedly for
many years, and in this case, contract pricing is preferred. A lot of smaller companies’
trip s are ad-hoc, one-off or irregular trips. Because these trips are generally not directly
comparable owver time (1.e. their specifications or terms vary from one trip to another)
model pricing 15 used.

Germany also collects contract prices whenever possible, and relies on model pricing for
those instances where real transaction prices are not feasible. For example, model pricing
1z used when smaller companies are in competition for shipments with few or no repeated
services, of for transportation of heavy loads which are not repeated services. Model
pricing is also used for the grouped carge market, where customers and payment

conditions are constant over ime but the quantity and type of cargo varies,

4.0 Summary of the Points of the Various Real World Complications Encountered
hy the Various Countries and Recommended Guidelines for Determining Which
PPI and Turnover/Qutput Data Methodologies Work Best Under Particular
MMarket Conditions and Constraints

Foint 4.1

One of the major difficulties encountered by various countries with regards to turnover
datais surveying the appropriate service activity consistent with the classification
definition. Australiaincludes all activity of firms classified to the road freight transport
industry; Germany 13 tracking road freight services provided by firms classified to road
freight transport or freight forwarding; and the Netherlands measures only road freight
activity by firms classified to road freight transport. The variation in service definition
stems from the differences in international markets. In Germany, the market 15 dense
{more carriers), sub-contracting 13 popular as 13 the usze of the spot market for return trips,
and it 1z very difficult to separate out freight forwarding as an activity. In the MNetherlands,
there are 1ssues surrounding the separation of multi-moedal activity (e.g fewry boat
transport), while in the United States, the industry also performs other significant
secondary activities, such as warchousing and storage and packaging.

Feocommendatfion 4.1

In order for tunover to be measured accurately and for comparability purposes, countries
implementing surveys should adopt and focus on the relevant industry classification
definitions (e.g. IZIZ) in collection as their main objective. Adhering closely to
classification service definitions during collection will provide data that 15 more
transparent in what it does and does not cover. Wherever possible, separating out
ancillary activities iz advocated when publishing series, so that users can better match



their turnover data requirements. This may be difficult to do, however, in the case of
administrative data sources and given respondent bookkeeping practices.

FPoing 4.2:

& second topic with regards to turnover data is the collection of product detail. The
industry vs. product dimension 15 mmp ortantto national accountants. From their
perspective, it 15 desirable to develop separate turnover by product detail and separate
price indexes for important secondary products (warehousing, storage & packaging).
However, few countries survey this level of detail, as it requires adequate frames,
additional sample and resources, and imp oses more respondent burden.

Fecommendatfion 4.2

Turnover surveys should aim to collecta mmimum level of product detail consistently
owvertime. The level of detail needs to be evaluated against the availability of resources
and the addition of respondent burden. Turnover data by product will meet the needs of

national accountants and serve as weighting and sampling source for product-based
=PFLs.

Foint 4.3:

One impottant challenge confronting the development of an SPPI for road transport 1z to
determine which type of price should be collected so that the index 1z accurate and
representative. Several options exist and they include: contract prices, list prices and
model prices. Contract pricing is ideally based on transaction prices, while a list price iz
the published price for services {usually published as rates applied, based on mileage,
weight, volume and additional services) and 15 often used as a starting point to negotiate
dizcounts for a spot price or transaction’contractual price. Mo del pricing collects the
fictitious price of specified road freight journeys. The trips are priced in the base period
and all subsequent collectionperiods.

Fecommendatfion 4.3

The primary recommendation 1z that the method(s) used to collect prices reflectas
closely as possible the real world activity of firms within the industry. The goal 15 to
collect actual transaction prices and normally, contract pricing 15 the preferred method for
collecting prices for the 3PPl when large firms have several large, repeat customers and
contracts are readily available. However list pricing, if used extensively in the mdustry,
can be representative as well, provided that discounts and fuel surcharges are collected.
When response burden 15 an issue or when similar contracts are rarely repeated over time,
then model pricing can also be used. Model pricing can control for quality change, but
the models require frequent updating 1n order to remain representative. Depending on the
size of the firm, a combination of all these methods could be used. Inthe end, respondent
cooperation 15 a big determining factor in what prices can be obtained



Foint 4.4:

Another important issue related to pricing 15 what to include in the price. This can depend
on several items: the type andterms of the service, whetherthere iz bundling or not,
dizcounts, surcharges, tolls, etc. For example, in addition to contracts, Germany also has
a vibrant spot market industry forreturn cargo, which comprizes about 10% of total
matket activity. The spot market consists of transport services for a single journey
unlikely to berepeated, and the price movements, unlike that of contract pricing, are
quite volatile. Therefore surveying these prices can be problematic.

Fuel surcharges can be an imp ortant price-determining factor, particularly in periods of
rizing fuel prices. Depending on how fuel surcharges are paid and collected, their
inclusion should be straightforward, but may not necessarily be so. In France, the fuel
charge 1z not necessarily always paid, and it iz it can be negotiated 2-3 months after the
transaction. Usually it 1z billed separately from the transportation service, unlike other
countries, where the surcharge iz readily avalable as part of the price

FRecommendatfion 4.4.1

The price collected should reflect as closely as possible the producer price for road
transport. It should include any applicable discounts, rebates, surcharges (fuel and other),
etc. that may apply to the customers. Taxes should be excluded from prices whereas
subsidies received by the producer, if there are any, shouldbe added. Ideally both
domestic and export activity should be captured during price collection, although many
countries just collect the domestic component of intermediate service prowsion.

FRecommendafion 4.4.2:

The specification and terms of the service require significant detail to ensure that a
repeatable service and recognized customer are defined and re-priced over time (e. g
timeliness of delivery, size and type of vehicle, nature and weight of cargoe, distance of
journey andifor destination, type of customer). This 15 necessary to produce a constant
quality price index. When a service 15 no longer representative of the actiwity of the
business, an alternative replacement should be sought that 15 as close to the original
service as possible in order to make a comparable substitution.

5.0 Evaluation of the Turnover/Output Definition and Measurement Compared to
the Defined Output Activity by Both PPI and Turnover/Jutput Technicians

In order for twnover data and price indexes to be used together appropriately (g
turnover data for use in weighting price indices), the concepts and definitions used to
measure and collect them both must be highly coherent and consistent. An overall
evaluation of the papers presented at WVGE2006 leads to conclusion that the degree of
coherence vanes from country to country from medium to high. Sotne countries collect
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most if not all of the turnover detail necessary to produce an SPPI, while those that do not
have to rely on other sources of activity data for producing their weights.

In the Metherlands, the comparability of SPPL with tumover data 1z generally very good
Exceptions include international border-crossing freight transports by road, where
volumes are reallocated on exports and intenme diate consumption by estitnation based on
tonne-kilometers. These exceptions aside, the turnover classification is compatible with
=PFI classification. Turnover data1s available for PPI only with a time lag of two years.

For the United States, the proposed 2007 Economic Census product collections for
freight transp ortation by road can be easily aggregated to supply weighting information
for the SFPI and thus produce highly comparable deflators for the output data. Because
the turnover and prices surveys both use different frames, some coverage differences will
exist. For example, sampling frame 1ssues for private carriers (included in Census data),
non-employers or owner-operators that do not report paying wages (not included in
Census data), and similar technical differences will impactthe usability and
comparability of output data and price index deflators.

In Canada, quarterly turnover data has been collected since the late 198075 The SPFI for
roadtransportis in the pilot phase of development however initial evaluation of the
comparability 1z high. The weights for SPPI are based on a combination of detail
available from the central business register and tunover data coming from the various
motor-carrier of freight surveys at Statistics Canada. Together, they provide the SFPI
with enough turnover detail by industry classification (MNAICS) as well asturnover by
commodity transported (SCTG) to produce weights at the most basic level The current
index methodology relies on drawing a sub-sample of the survey frame from the turnover
surveys to arrive at the SPPI sample. Inaddition, the micro-dataresults are a valuable
source for constructing company profiles of shipment actiwity. The micro-data will be
usedto identify the top revenue- grossing commodities being shipped, the typical
shipping distance and the typical weight of shipment Having this type of detail available
ensures a high degree of coherence between during turnover and price data

In Australia, as in other countries, the blurring of activities between different levels of the
industrial classification poses problems for turnover measure and the compilation of price
statistics. Bundling 15 common, where many providers of road freight transport services
alzo provide other services such as freight forwarding or courter services. The solution
usedby Australia 1z to classify all outputs of a business according to the primary activity
of the take-all-unit. The approach adopted for the SPFI 13 to measure price changes of
dizcrete service activities, which can be difficult if the price movements of the primary
and secondary activities of the industry are different. However this 15 not the case for
road freight services, where the major mfluences on cost (and price) continue to be fiel,
maintenance and labor which are also associated with the secondary activities of freight
forwarding and courier services.

For Germany, output data 15 the most imp ortant source for the weighting pattern of the
=PI dueto its detaled level of information However, output statistics use a different
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system of classification than the ZPPL, so the data has to be regrouped to fit into the
structure of the SFPFL. Turnover figures for freight transportby road and freight
forwarding have been produced since 2000, and while the accuracy of measurement of
turnover figures has continuously improved, the statistics are not detailed according to
matket segtments. The result iz that only an impression of the market size can be derved
from serwvice statistics, not a breakdown that would facilitate the development of an SPPL
In order to estimate the weights for the SPPL turnover statistics have to be combined with
unit value data from the Federal Office for Freight Transp ort to arrive at the proper
detailed weighting scheme.

6.0 How the Suggested KEey Methodology Guidelines and BEesults Ieet the Needs
of the Mational Accountants

The recommendations presented in Section 4.0 of the paper are intende d to address real
world complications and concurrently help meetthe needs of the national accountants in
producing more accurate and reliable estimates of economic activity for the road freight
transport industry. Their needs can be descnbed broadly as focusing on three key
aspects: 1) Definttion of industry scope and alighment of turnover and prices data, 2
Constructing a high quality SFPI, and 2 Timeliness.

6.1 Defining industry scope and aligring turnover and prices daia

Fecammendation 4.1 deals with defining industry scope consistently and coherently for
both turnover and price statistics. Adhering to or following the classification definitions
closely ensures this consistency. The importance of this for national accountants 1z
obwious — they have to know what economic activity i3 being measured by all
components in order to produce accurate measure of real output and confront the data.

The degree of alignment of turnover and price data is vital for this objective. When
survey data consists of additional tems normally accounted for in other industnes, real
Economic activity i overestimated in one industry and under-estimated in another,
causing a measurement shift in economic activity, Successfully implementing
Fecommendation 4.1 will help answer the following imp ortant questions:

. Is the definition of the economic activity consistent with the requirements of
national accountants?

. If so, 15 the actual datacaliected in this way?

. specifically, do the data meet the needs of national accountants to the extent that
turnover and price series themselves consistently measure the samee activity?
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For example, basedresults arise if we deflate turnover data which includes bundled
services with an SFPI that does not include bundling and wvice versa. The definttions and
coverage of the two series needtobe aligned for more accurate deflation

Eealistically, this recommendation can prove difficult to carry out fully. While the
paratmneters and definitions seem obvious to the classifications expert, at least in terms of
what they showuld be if not interms of what they are, the statistician has to deal with the
realities of how the industry operates and evolves In some countries, this evelution 1z
mote pronounced and enterprises or firms whose sole activity used tobe freight transport
by truck now have highly integrated service bundles. Their total client orientation means
they are now offering service packages that add services such as warehousing and freight
forwarding. The prevalence of bundling in the industry leads to great difficulty in
separating out turnover activity and the corresponding price component. Inter-mo dal
arrangements, if not separable, add to this phenomenon of misclassification.

Lgtbhecomes more and more difficult to identify the various sub-components of the
bundle or package service, perthaps accepting the larger scope might be the only practical
solution, whether this 1z moving up the aggregation scheme or creating new
classifications altogether

Fecommendation 4.2 suggests that the level of detail for turnover and price databe
expanded to include some basic level of product groups (in addition to industry detail)
which would be beneficial to national accountants. The need for more precise detail leads
to focused measurement efforts on the commeodity dimension once industry coverage iz
attamned. In addition to industry data, national accountants require commodity {or
product) level data to trace real production and the flow of goods through the economy.
In this context, commodity detail can take two forms: 1) turnover data of road freight
transport services as products or commodities (1 e under CPC or NAPCS), and, 2)
turnover data estimates by commodity for the calculation of real transport margins by
commodity. The formeris a direct input into the production accounts and requires minor
modification to survey programs and resources in comparison to the latter. In the latter,
the number and varety of commodities moved by truck can become quite large, requiring
larger samples and more costly surveying efforts.

Az well, it may be desirable to develop separate turnover by product detail and sep arate
price indexes for important secondary products, such as warehousing, storage &
packaging, in an effort to more exhaustively measure real economic activity. The main
obstacle to obtaining more commodity-specific detail 1z the lack of an adequate frame
from which to draw representative samples.

6.2 Constructing a kigh guality SFF]
Fecommendations 4.3, 4.4.1 and 4.4.2 centre on the proper construction of an SPPI for

deflation purposes. These suggestions address five out of the six components ofthe FIF
Cheality PF] Assesanent Framewark and 1f implemented successtully, will result in
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producing an & or B quality deflator.? Recommendation 4.3 proposes the SPPIbe based
on real transactions prices (or at least very close substitutes) which in turn represent
actual cutput and ship ment prices. IF tumover 1s measuring transaction activity, then for
purposes of consistency, the SPPI should also price transaction activity. Smilarly,
Fecommendation 4. 4.1 aims at providing the proper conceptual price as defined by
national accountants (1.e. producer price).

Fecammendation 4. 4.2 deals with constructing a constant quality SPFI that 15
representative of current period production. Aparnt from the bundling 1zs5ue, countries have
experienced that there 15 very little change in quality over time, so that maintaining
constant quality can be easy if adequate service pricing specifications or details are
collected and maintained Eepresentation can be an 15s5ue in cases where having
appropriate prices for market segments 15 required for corresponding turnover activity.
For example, it 15 1deal, vet challenging, to deflate the portion of turnover stemming from
spot market activity with an appropriate SPPI which measures the price change for this
matket.

6.3 Timeliness

While no specific recommendation for timeliness was made in Section 4.0, 1t 15 one of the
key desirables from a national accountant’s perspective and it 15 a component of the (7
Cheality PF] Assesanent Framewark. Both turnover and prices need to be timely to
produce an accurate and current measure of real economic activity. Similarly, different
frecquencies between turnover and the corresponding SPPI can cause measurement
problems Accurate measurement of quarterly real GLP requires quarterly turnover data
and a corresponding quarterly SPPL In caszes where only annual turnover data are
available, some form of sub-annual projection might be desired, however resource
constraints might interfere with this goal. Mo st international experience to date has the
development and production of a sub-annual SPEI (quarterly or monthly) with annual
turnover statistics being produced.

7.0 Prescribed Changes for Standard Classifications or fational Accounts as
Required — Based on Problems in Trying to Conform to 4-Digit ISIC Boundaries

and Identifying Uniform Product Lines Across Countries

21 edustry Classification

On an industry basis, the various classification systems are fairly harmonized for the
freight transpart by road industry. The various industry classification definitions forthe
service are cotnparable across general levels The service broadly defined 15 the same.
Depending onthe country, localized differences show up atthe lower levels of their

2 The assessment framework identifies six major concepts of fundamental imp ortance to
output price measurement. They are: Chiput price, Transaction price, Shipiment price,
Fepresentative of current pariad production, Constant gualty, and Timely price measire.
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respective industry classification structure. Monetheless, there exsts a high degree of
standardization and integration in terms of the definition ofthe service measured, leading
to the conclusion that many prevailing issues and concerns for service measurement are
cross-cutting internationally, with minor exceptions ansing from particular circumstances.

The main industrial classifications considered are the International Standard Industry
Classification (ISIC Eev 3. 1), the Horth American Industry Classification System
(MATCS v 2002 TI3) and the Australian and New Zealand Standard Industrial
Classification (ANZIIC 1293). Table B prowides a general overview along with
classification details.

The WAICS 4584 Truck Transportation class comprises establishments primarily engaged
in the truck transportation of goods. These establishments may carry general freight or
specialized freight. Specialized freight comprises goods that, because of size, weight,
shape or other inherent characteristics, require specialized equipment for transportation
Estahlishments may operate locally, that iz within a metropolitan area and its hinterland,
or over long distances, that 15 between metropolitan areas. Lower level industry
classification focuses onlong distance versus local trucking, and full truclload versus
legs than truckload.

A third internationally used industry classification system 15 the Australian and New
Zealand Standard Industrial Classification 1993, (ANZSIC) Under ANZSE 6110 Road
Freight Transport, this class consists of units mainly engaged in the ransportation of
freight by road It also includes units mainly engaged m renting trucks with drivers for
road freight transport. Specifically, 6110 includes units manly engaged delivery service,
road (except courter); furniture removwal service (road), log haulage service (road); road
freight transport service; taxi truck service (with driver); and truck hire service (with
driver). The excluded services are classified under several other ANZIIC groups.

The dertved WACE classification (Statistical Classification of Economic Activities in the

European Community) has a similar structure of coverage for this service under HACE
1.1 Coder 60.24 Fraight transport by road.
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Tahle B: Overview of International Industry Classifications

Clazdfications
JETT Ren 3.7 £023 - WA 484 - Treck ANZEIC 6310 - Road Freight NACE 1.1 &024 - Preight
Freight rangort by roat | Tramporaton’ Trangpot wransport by read
Definition Industries mthe Trxk This class consists of wints mamly -
Trarsportation sub-sector engaged in the tansportation of
provide overtheroad fieight by road. It also mchides
transportation of cargo using | umits manly engaged in reting
motor vehicles, sach as tmeks with drivers for wad freight
tmcks and twetor tatlers.
Tha cb-seetor i sbdividads | IO
into generalfreizht trackme
and specialized freight
tmclmg.
Incheions | -logzing hanlsze -localtricking of zeneral -Delivery service, road (except -logzing hanlage
-stock hanlage freight (MAICS 4841100 coarier]; -stock haalagze
-refrigerated hanlage -long distance full tmecklbad |- Fonitare removal service (1oad); -refrigerated hailage
-heavrrhanlage tmeckmg of enel freizht -Log hanlage service (mmad), -heavy hanlage
-talk hanlage, inchdmg (HAICS 4241217 -Foad freight trarsport service; -balk hailage, melding hanlaze
hanlaze in tanker tncks -long distance less than -Taitrick service (aith driver], in tanker tracks nehding milk
inchiding milk colledion tmeckload (roved shpmerts |- Toack hive service (arith driver) collection at fanns
at fanms fromwarions clients to crede -hanlagze of amtornobiles
-hanlaze of adormaobiles a fiall tmck) generalfreizht -transpat ofwraste andwaste
-transpoat ofwaste and trckmg (MATCS 4541227 materials, already collected by
vaste materials, withodt -transport atiom of used third parties.
collection or disposal housshold goods (movers) -farnihmre rernoval
- firnitare renoval (HAICS 424210 -remting of trucks with driver
-renting of tracks with -local specialized freizht -freighttransport by hand or
driver trecking (tanker, ca cander, anirnal-drawm anspor
-freight transport by manor | Live stock carer, or other
animal-drawm vehicks specialized equiprment)
inchdes flathed trcking,
dunp trackmg, and log
truclmg (HATCS 434220
-long-distance specialized
freight truclang (tanker, car
carrier, lvestock carer, or
other specialized equpment)
inchdes flathed trmcking,
dumnp trackmg, and log
truclmg (HATCS 4342507
Exclwions | -log hanling wathuin the -local hanbng of zathagze - providing road feizht temunal -operaton of tarninal facilties
forest, as partof logang (582110, Wade Collection) farilities or services ona comtract for handling fieizlht,
operdions (see ISIC 02000 ot feebasis to road traveport wits  |-post and courer activities, and
-operdion of terminal -tucking forest products inthe | awe inchded in Class 8619 Services |-waste transpot as indissohuble
farilities for handling tush (1.e., within bgang toRoad Transport ne.c., patt ofwraste collection actirties
freizht (see ISIC 6303 Liswits)(1 15510, Support -road freight fo g are carried out byspecialmed
-cratme and packing Aetiviies for Forestys inchided in Class 6642 Foad enterpHses
services fortranspor (see Freight Forerardme,
ISIC A309) -fieight fawarding by rail andicr air
-post and coutier activities, andfor sea are inchided m Class
[see I5IC A41) 5545 Freight Forerarding (Except
-waste transport as Foad),
integrated pat of waste -crtmg or packmg for road feight
collection activities carried transport on a oordract or fee basis
ot by specialized ate inchded in Class 6849 Services
enterpises (see ISIC 0000 toTranspoit n.ee.;, and
-leasing or hirmg tacks fiom ocem
stocks, withodt drivers ae inchdded
inClass 7741 Mator Vehicle
Hiring
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7.2 Product Classification

TTnlike the industry classification comparison, product classifications are not harmonized
to the same degree. The Central Pro duct Classification (CPC v.1.17 15 one of the main
product classification systems applicable to this mdustry and the relevant category 1z
Class: 6435 - Road transpart services of freight. The other major international
classification systetn for consideration 1z the North American Product Classification
system (MAPCE), specifically category Transpartation and warehausing services. Both
are presented in more detail in Table C.

Comparing the CPC to MAPCS, several noticeable differences are ewident in product
lines:

. Mowing services are included in the CPC 64335 - Moving services af household
and affice furniture and other goods, while NWAPCE has them separated into their
owh output group 484007 -Maoving servicas.

. The CPC includes letters and parcels (84338 - Road transport services of letiers
and parcels), while WAPCS places these under a different output group (492001
Courier, parcels, and local messen ger and delivery sarvicas)

. The CPC has a category freight transport by man- or animal-drawn vehicles
(64334 - Road transpart services af freight By man- or animaldrawn vehicles),
which 1z excluded in HAPCS for road transportt.

For product line statistics to be comparable internationally, it 15 strongly recommended
that a concordance be built which would take these differences into account.

3.0 Conclusion

A review of the freight transport by road industry leads to several conclusions. First, it 15
apparent that more detail 15 needed in order to accurately measure the activity of this
sector. Separation of the components of the service bundle 15 one important goal, but a
second emerging objective is the need for greater commeo dity shipment detail. An
impottant consideration 15 the tradeoff between respondent burden and data quality: as
this service sector becomes more and more integrated, how much detailed information
the respondent cax and will provide becomes less obwious.

wecond, the degree to which turnover and prices can be properly aligned will result in
mote accurate estimates of real output for this service industry. In order to achieve proper
alighment, the national accountant, turnover specialist and price statistician need to
confront the 1s5ue of alignment fogether in order to improve it. To this end, we
recommend a consistent definition of the service that 15 used to measwe turnowver and
price change.

Finally, with the arnval of WAPCE, productclassifications need to be harmonized if

meaningfil product ine comparizons are to be carried out Building a concordance to
reflect common service products {outputs) shouldbe a priority.
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Tahle C: Overview of Product Classifications

CPCv LT NAPCS (Provisional
Vexdon 0.IF
Class Sub-clazses Crulput Group Sub-gmups
Inchudions 35~ Road 545331 - Foad transpont 484002 Tk freight 454002 1 Trasportaton of bk
ransport services of freight by transportation services | Liquids and bulk gases in intennodal
services af refHgerator vehicles [except moving) tank cortainers by mad
Freight
654552 - Foad transpoxt 424002 2 Trasportatn of talk
services of freight by tank liquids and bulk zases, except m
tmeks or semi-trailers intermodal tank comtamers, by mad
54353 - Foad transpoxt 4240012 5 Trasportaon of dry balk,
services of comtamerized except m mtentodal cortaines, by
fieight bytrmcks equipped with road
acomtarer chasss
4240012 4 Travportaton of climate-
64754 - Foad transpoxt contwlled boxed, palldized and other
services of freizht by man- or packed zoods, except in nternodal
arirnal-drem wehicles contaivers, by woad
64535 - Moving sepvices of 484002 5 Tramwportat o of bared,
hosehol and office famutare palletized and ather packed goods, nat
and othergoods chimate-controlled, not in intenmodal
contaivers, by woad
54756 - Foad transpoxt
services of letters and pacels 424002 6 Transportation of climate-
contwlled intennodal contamers,
54559 - Cther mad transport ne.c., by mad
sarvices of freight
4834002.7 Travportdon of
intermodal cortainers, not clirmate
contwlled, nees, by road
4840022 Travportadon of
atormchiles and Light-duty thacks by
road
4240012 9 Trasportaon of lvestock
by road
424000210 Transportabion of waste,
without collechon, by mad
484002.11 Transportaton of other
goods by road
Fxchrions
454001 -Movmg 454001.1.1 Howsehold moving
services 424001.1.2 Canmercial moving
454001.1.5 Cther moving
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