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Foreword

International Recommendations for Distributive Trade Statistics (IRDTS) were
prepared in accordance with the decision of the United Nations Statistical Commission at
its thirty-seventh session (March 2006)'. The Commission endorsed the United Nations
Statistics Division (UNSD) initiative to revise the existing in this area of statistics
recommendations and advised that the revision should fully reflect the specific needs and
circumstances of various groups of countries and particularly the needs of countries with
substantial informal sector.

The provisional draft of IRDTS was prepared by UNSD following the
conclusions of the first meeting of the United Nations Expert Group on Distributive
Trade Statistics held on 22-25 August 2005. The draft incorporates inputs from national
statistical offices and international organizations received during a worldwide
consultation on its contents conducted during November 2006 - December 2007. The
draft was reviewed and endorsed by the Expert Group at its second meeting on 16-19
July 2007 and submitted to the Commission at its thirty-ninth session (February 2008).

Preparation of IRDTS is a part of UNSD efforts to strengthen countries
methodological and operational foundations of basic economic statistics in an integrated
manner including enhancement of their coherence across different sectors of an economy
and conceptual consistency with macroeconomic statistics as well as production of the
official distributive trade statistics in the most cost efficient way.

IRDTS provides the comprehensive methodological framework for collection and
compilation of distributive trade statistics in all countries irrespective of level of
development of their statistical systems. Its primary audience is the staff of national
statistical offices involved in compilation of these statistics. Also, IRDTS contains a
wealth of information which might be of interest to data users who would like to
understand better the nature of distributive trade data.

! Official Records of the Economic and Social Council 2006, Supplement No. 4 (E/2006/24) Chapter I C
3(c) page 8
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Introduction

1. Background. Distributive trade statistics (DTS) is a subject areca of economic
statistics concerned with provision of data about economic units whose main activity is
wholesaling and retailing (i.e. sale without transformation) of any types of goods together
with performing services incidental to sales such as repair, installation and delivery. The
growing interest in DTS is due to a steady increase of contribution of distributive trade to
the total economy in terms of value added and employment in most countries.
Increasingly, the distributive trade provides a link between producers and buyers of
goods who are not only residents of a given economy, but also producers and buyers
operating on the global markets as exporters and importers. In this context, availability of
high quality distributive trade statistics becomes a precondition for an in-depth analysis
of globalization. While in developed countries distributive trade is well organized and
can, normally, be captured by standard statistical means, in developing countries a lot of
distributive trade is still carried out in the informal sector of economy which complicates
statistical observation.

2. The need of a better cross country comparability of data on distributive trade was
recognized by the United Nations Statistical Commission in the early 1950s and after
preparatory work was completed, the initial set of international recommendations on
distributive trade statistics was adopted by the Commission at its ninth session held in
1956. It was based on the report of the Expert Group on Distribution Statistics
(E/CN.3/L36), the country comments on this report and the report of the second session
of the Working Group on Distribution Statistics of the Conference for European
Statisticians. Subsequently, these recommendations were revised and the International
Recommendations ~ on  Statistics  of  Distributive  Trades and  Services
(ST/ESA/STAT/Ser.M/57) were adopted in 1974 at the ecighteenth session of the
Commission. In 1977, at the request of the Commission, UNSD published a manual
entitled Organization and Conduct of Distributive-Trade Surveys
(ST/ESA/STAT/SER.F/19). Since 1974 the Commission has not had distributive trade
statistics as a separate item on its agenda. However, issues relevant to wholesale and
retail trade were considered in the context of the Commission’s work, primarily, on
service statistics and economic classifications. The present International
Recommendations for Distributive Trade Statistics (IRDTS) continues the series of
international statistical standards that have been issued by UNSD for providing guidance
to countries in the collection and compilation of distributive trade data.

3. Purpose of the IRTDS. The main purpose of the document is to provide
recommendation on the concepts, definitions, classifications, data sources, data
compilation methods, approaches to data quality assessment, metadata and dissemination
policies applicable in distributive trade statistics. Also, the recommendations cover some
specific topics that have been identified as requiring additional guidance such as the
treatment of informal sector units, compilation of indices of distributive trade, seasonal
adjustment etc. IRDTS are consistent with other fields of economic statistics such as
industrial statistics, construction statistics and other related domains of structural and
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short-term statistics, index numbers compilations, performance indicators, and last but
not least they are harmonized with the System of National Accounts, 2008 (2008 SNA).

4. IRDTS is to ensure production of distributive trade statistics which are policy
relevant, meet the demands of user community, timely, reliable, and internationally
comparable. It is applicable for all countries irrespective of the level of development of
their statistical systems. However, it should be stressed that the recommendations are not
intended to be prescriptive and should be implemented by national statistical offices in a
way appropriate to their own circumstances, including identified user needs, resources,
priorities and respondent burden.

5. IRDTS deals with compilation of both structural and short terms statistics.
Structural statistics pertinent to distributive trade are production-related statistics that are
collected and compiled to establish the structure, activity, competitiveness and
performance of trade enterprises at national, regional and international level. These
statistics generally provide information referring to a whole reference year. They show
changes from one year to the next, and can be used to judge the accuracy of infra-annual
data, which is often produced from smaller sample sizes. Finally they can provide a
benchmark population figure for analyzing infrequent, irregular or one-time trade
surveys. By contrast, the short-term distributive trade statistics are infra-annual
production-related statistics that are collected to monitor economic activity with respect
to the short-term movements in the production and value added of trade units,
employment in trade sector, etc. They are often used to produce monthly or quarterly
indicators, and often take the form of indices.

6. Need for the current revision of the recommendations. The international
recommendations for distributive trade statistics were not reviewed as a whole since 1974
and had to be revised in order to:

(a) Take into account and provide recommendations on statistical treatment of
the new economic developments in distributive trade sector such as integration of
distribution chains, growing importance of groups of enterprises, success of such modes
of association as franchising, growing role of shopping centres, expansion of electronic
commerce, globalization and the persistent importance of the informal sector in less
developed countries;

(b) Ensure implementation of integrated approach to compilation of basic
economic statistics for various types of economic activities, in particular to achieve
harmonization with the recommendations on industrial statistics. It is recognized that
distinct advantages would be attained in practice by the standardization of concepts and
definitions, methods and procedures utilized for the common features in economic
surveys. This includes harmonization of the recommendations on distributive trade
statistics with the other recently updated international statistical standards such as the
International Recommendations for Industrial Statistics (IRIS) being updated in parallel
with IRDTS and the System of National Accounts, 2008 (2008 SNA), ISIC, Rev.4, and
CPC, Ver.2;
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(©) Ensure consistency with concepts, definitions and terminology used in
statistical publications and regulations of other international organizations such as
Eurostat regarding the development of statistical business register and implementation of
regulations on short-term and structural business statistics; OECD in respect of
measurement of non-observed economy, compilation of index of service production and
data and metadata reporting and presentation; and the ILO with regard to the international
classification of status in employment, statistics of employment in the informal sector,
and working time measurement.

(d) Provide guidance on the variables for compilation, data sources and data
compilation methods and bring into the light new practices in data collection and data
compilation resulting in improved quality and coverage of statistical information on
distributive trade;

(e) Ensure uniformity in international reporting in order to create a worldwide
database on distributive trade and provide an easy access to information on structure and
dynamics of global markets as well as performance of distributive sector in different
countries;

® Take account of the continued emergence of the remainder of the services
sector in most economies around the globe and the increased volume and complexity of
the interrelationships between distributive trade and other service activities both within
and between enterprises.

7. Common integrated framework for compilation of basic economic statistics. The
present international recommendations on distributive trade statistics should be seen as a
component of the common integrated framework for compilation of basic economic
statistics, being developed by UNSD. The framework is to cover a wide range of topics
including statistical units, classifications and definitions of data items with economy-
wide coverage of activities which will allow for a consistent compilation of harmonized
statistics with reliability, flexibility and the level of details required to meet the needs of
governments, business community, regional, international agencies and provide a solid
foundation for the compilation of national accounts. It is intended to facilitate the
examination of both industry and service activities in the business fields and to enable
relevant comparisons to be made between various activities, regardless of their diversity,
and between countries, irrespective of differences in customs and legislation.

8. Summary of changes in the recommendations. In brief, differences between the
present recommendations and 1974 recommendations can be described as follows:

(a) Scope. The scope of present recommendations is limited to all statistical
units primarily engaged in wholesale and retail trade activities and classified into section
G of ISIC, Rev.4. The previous recommendations had a much broader scope as in
addition to trade activities they also covered hotel and restaurants and some selected
services such as real estate, advertising, radio and television broadcasting. Units primarily

10
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engaged in repair of personal and household goods are also excluded. According to the
ISIC, Rev.4 they are classified now in Division 95 of Section S - Other service activities.

(b) Data items. Both list of data items and their definitions are reviewed and
updated. In particular the revenue and expenditure items are presented in more details, e-
commerce sales are separately identified, and value of turnover is presented by product
groups. Lists of data items and their coding in IRDTS and IRIS are fully harmonized;

(c) Performance indicators. The present recommendations cover not only
compilation of the basic data items but identify also a list of indicators useful for
assessment of performance of distributive trade sector. Such indicators were not part of
the previous version of the recommendations;

(d) Data sources and data compilation methods. The description of data
sources and data compilation methods is significantly expanded, e.g., by inclusion of
discussion on business register, administrative sources of data and on an integrated
approach to data collection;

(e) Short term distributive trade statistics. A new chapter on this subject is
added covering, inter alia indices of distributive trade, seasonal adjustments and
benchmarking;

€3] Data quality and metadata. Issues of data quality and metadata were not
part of the previous recommendations. The present recommendations contain guidance
on data quality dimensions, quality indicators, compilation and dissemination of
metadata;

(2) Data dissemination. Recommendations on data dissemination are updated
and harmonised with similar recommendations applicable in other areas of economic
statistics;

(h) Harmonization of IRDTS with the 2008 SNA. Changes relevant to
distributive trade statistics include:

- Valuation of trade output. Basic prices are recommended for valuation of trade
margin and trade output (see para. 4.123 and para. 4.127). This valuation principle
is not only implemented by the 1993 SNA, Rev.1, but also practiced in business
accounting based on which data are extracted for responding to statistical surveys;

- Ancillary units. When separate accounts on production cost of an ancillary unit
are available, or it is in a geographically different location from the
establishments it serves, this ancillary unit is to be recognized as a separate
establishment (see para. 2.27) in order to facilitate the compilation of a regional
value added for distributive trade activities;

11
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- Research and development. Research and development expenditures of trade
units, if any, are to be capitalized. Since much research and development is
carried on own account a number of data items, including a separate assets
category, are introduced to allow its valuation at cost;

- Large databases. Similar to research and development, the large databases created
by trade units either on own account or those for sale are to be capitalized;

- Employee stock options. Additional instruments for compensation of employees in
terms of employee stock options are introduced (see para. 4.48). This permits
further harmonization not only with the 1993 SNA, but also with international
business accounting standards;

- Terminology and classification of non-financial assets used in the IRDTS and the
2008 SNA is identical.

0. IRDTS is prepared in the context of Fundamental Principles of Official Statistics
which call for official statistics that meet the test of practical utility, that are accessible
for all and compiled in a cost effective way, i.e. sources and methods for data collection
are appropriately chosen to ensure timeliness and other aspects of quality and to
minimize the reporting burden for data providers®. Principles Governing International
Statistical Activities calling for high quality international statistics and coordination of
international statistical programmes in order to strengthen the quality, coherence and
governance of international statistics and to avoid duplication of work® were used as
additional guidance.

10.  Where appropriate, IRTDS incorporates the previous work and various
methodological manuals of Statistical Office of the European Communities (Eurostat),
International Labour Organization (ILO), International Monetary Fund (IMF) and
Organization for Economic Co-operation and Development (OECD) as well as a number
of UNSD international statistical standards in the preparation of the present
recommendations. In addition, examples of recommended practice were also widely
used. Sources quoted extensively are presented in the list of references (see page [...]).
Detailed source information and references have been provided throughout the
recommendations to enable the user to obtain further information and background
information.

11.  The IRDTS is designed to provide the comprehensive methodological framework
of the distributive trade statistics as well as policy guidance on a number of practical
issues. More detailed advice to data compilers, including description of good practices,
will be developed in near future and published in Distributive Trade Statistics: Compilers

2 See Fundamental Principles of Official Statistics (http://unstats.un.org/unsd/methods/statorg/FP-
English.htm)

3 See more about Principles Governing International Statistical Activities on
http://unstats.un.org/unsd/methods/statorg/Principles_stat activities/principles_stat_activities.htm

12
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Manual and Indices of Distributive Trade: A Handbook of Good Practices and other
technical reports.

12. Users and uses of distributive trade statistics. The main users and their uses of
distributive trade statistics are briefly described below:

(a) Compilers of national accounts make extensive use of distributive trade
statistics including for (i) measuring the trade output and valued added generated by this
sector of the economy; (i1) compilation of supply and use tables and input-output tables
using data on trade margins by commodity and by industry, combining and reconciling
distributive trade statistics with data from household expenditure surveys and production
statistics; (ii1) estimation of households final consumption expenditures on the basis of
retail trade sales by commodity groups; (iv) compilation of quarterly national accounts
using short-term indicators of distributive trade for estimation or forecasting of both
quarterly output and value added of distributive trade and quarterly final consumption
expenditure of households; (v) compilation of monthly or quarterly index of services
production.

(b) Policy makers use distributive trade statistics, including indices of
wholesale and retail trade, for assessing short and long-term movements not only in
distributive trade sector but in a country’s economy as a whole and for rationalization of
their economic policies, including monetary policy. Such detailed data are vital not only
in the context of the total economy, but for the sub-national (regional/provincial) analysis
and for international policy formulation.

(©) Business community is progressively more active user of the detailed
distributive trade statistics. The industry analysts find such data indispensable for
assessment and forecasting of the dynamics of the wholesale and retail markets as well as
for evaluation of performance and competitiveness of various sub-sectors of distributive
trade both nationally and internationally. Statistics of distributive trade over a period of
time detailed by kind of activity and by various groups of products is used for
identification of areas of expanding or contracting demands and for monitoring the broad
patterns of changing consumer tastes.

(d) Researchers find distributive trade statistics useful for economic analysis
and studies. This includes monitoring of economic trends and developing forecasts for
distributive trade sector; conducting market research for the sales of particular group of
products, studying methods of sales and distribution etc.

(e) General public benefit from the availability of timely distributive trade
statistics to evaluate conditions of the economy, employment and income perspectives in
order to make more informed decisions.

13.  Organisation of IRDTS. The present international recommendations cover all

aspects of distributive trade statistics and consist of the following nine chapters and three
annexes:

13
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Chapter I provides the description of the distributive trade activities in
terms of International Standard Industrial Classification of All Economic
Activities (ISIC) Rev.4 and other classifications, discusses boundary
issues and defines scope of distributive trade statistics;

Chapter II describes the statistical and reporting units that are useful for
collection of distributive trade statistics and economic analysis of the
economy;

Chapter III explains the main characteristics of statistical units required for
their unique identification and classification;

Chapter 1V presents the definitions of data items for use in distributive
trade statistics with reference to the data items to be collected and statistics
to be published;

Chapter V describes a set of main indicators useful for evaluating the
performance of the distributive trade sector;

Chapter VI discusses the main data sources and methods used for
compilation of distributive trade statistics;

Chapter VII provides recommendations on short term distributive trade
statistics including indices of distributive trade, seasonal adjustments and
benchmarking;

Chapter VIII discusses data quality and metadata relating to distributive
trade statistics;

Chapter IX provides guidance and recommendations on the dissemination
of distributive trade statistics and presents selected data items identified
for international reporting with annual and infra-annual periodicity.

Annex [ presents the list of data items for use in distributive trade
statistics;

Annex II provides the list of activities excluded from the scope of the
relevant distributive trade divisions and classes; and

Annex III provides and example of the identification of the principle

activity of a reporting unit using the top-down method within wholesale
and retail trade.

14
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CHAPTER I. SCOPE OF DISTRIBUTIVE TRADE STATISTICS

A Distributive trade as an economic activity

1.1.  Economic activity. In general the term “economic activity” is understood as a
process, that is to say, as the combination of actions carried out by a certain entity and
resulting in a specific type of products (goods and services). An activity is characterized
by (i) an input of resources; (ii) a production process; and (iii) an output of products®. By
convention, one single activity is understood as a process resulting in a homogeneous
type of products. It is recognized that one activity may consist of one simple process or
may cover a whole range of sub-processes, each of which might be classified in different
activity categories. For statistical purposes an entity engaged in a given activity may be
treated as either simple or complex. A simple entity is not subdivided into parts to which
activities are attributed while a complex entity is, by definition, composed of several sub-
entities each of which is seen as performing a specific activity.

1.2. Resale. Taking into account the above conventions the characteristics which make
distributive trade different from other types of economic activity are mostly in specificity
of its production process which is hereinafter referred to as “resale”. The resale includes a
number of actions which might be undertaken to make goods available for buying
including negotiating transactions between buyers and sellers or buying goods from the
manufacturer on own account, transporting, storing, sorting, assembling, grading,
packing, displaying a selection of goods in convenient locations. These actions can be
organized or combined in different ways. Each combination of such actions resulting in
the reselling of goods represents an activity falling within the scope of distributive trade.
Some such combinations, typical to distributive trade, are called “type of operation” (see
para. 3.24-3.37 for further details).

1.3.  Sale without transformation. By convention, resale of goods represents sale
without transformation. In general, goods are transformed if they undergo a substantial
change in form, appearance or nature such that the goods existing after the change are
new and different from those existing before the change. The following actions are not
considered as substantial transformations of goods by ISIC, Rev.4: sorting, grading and
assembling of goods, mixing (blending) of goods (for example wine or sand), bottling
(with or without preceding bottle cleaning), packing, breaking bulk and repacking for
distribution in smaller lots, storage (whether or not frozen or chilled), cleaning and drying
of agricultural products, cutting out of wood fibreboards or metal sheets as secondary
activities.

1.4.  The distributive trade as an activity consists of (i) provision of a service to
customers by storing and displaying a selection of goods in convenient locations and
making them easily available for buying; and (ii) provision of other services incidental to

* See International Standard Industrial Classification of All Economic Activities, Revision 4 (ISIC, Rev.4),
United Nations publication, Series M/No .., Rev.4, para [...].
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the sale of goods or subordinated to the selling such as the delivery, after-sale repair and
installation services.

B. Scope and structure of distributive trade in ISIC, Rev.4

1.5. Scope. A more precise definition of the scope of distributive trade as well as
description of its structure can be given in terms of an activity classification. Following
the decision of the United Nations Statistical Commission to adopt ISIC, Rev.4 as an
international standard for activity classification, it is recommended that the scope of
distributive trade is defined as the scope of section G - Wholesale and retail trade; repair
of motor vehicles and motorcycles of ISIC, Rev.4. Countries which do not use ISIC,
Rev.4 are encouraged to develop their national activity classifications in such a manner
that the overall scope of distributive trade is the same as in ISIC, and implement it in all
national compilations for the purposes of international comparability. Failing this,
countries should at the minimum develop clear and precise concordances between
distributive trade classes in their national classification and in ISIC, Rev 4.

1.6.  Structure of distributive trade. According to the ISIC, Rev.4 classification scheme
distributive trade is structured into three divisions - Division 45 includes all activities
related to the sale and repair of motor vehicles and motorcycles, while divisions 46 and
47 include all other sale activities. The distinction between division 46 (wholesale) and
division 47 (retail sale) is based on the predominant type of customer. Within the
divisions 46 and 47 the classification scheme considers two additional levels of
distinction based on the type of operation of units involved in such a trade and kind of
products sold.

1.7.  Wholesale trade is defined as the resale (sale without transformation) of new and
used goods to retailers, business-to-business trade, such as to industrial, commercial,
institutional or professional users, or resale to other wholesalers, or involves acting as an
agent or broker in buying merchandise for, or selling merchandise to, such persons or
companies. The principal types of wholesale trade businesses are merchant wholesalers,
i.e. wholesalers who take title to the goods they sell, such as wholesale merchants or
jobbers, industrial distributors, exporters, importers, and cooperative buying associations,
sales branches and sales offices (but not retail stores) that are maintained by
manufacturing or mining units apart from their plants or mines for the purpose of
marketing their products and that do not merely take orders to be filled by direct
shipments from the plants or mines. Other types of wholesale trade businesses are
merchandise and commodity brokers, commission merchants and agents and assemblers,
buyers and cooperative associations engaged in the marketing of farm products. While by
definition, wholesalers do not transform goods, they frequently physically assemble, sort
and grade goods in large lots, break bulk, repack and redistribute in smaller lots, for
example pharmaceuticals; store, refrigerate, deliver and install goods, engage in sales
promotion for their customers and label design.

1.8.  Retail trade is defined as the resale (sale without transformation) of new and used
goods mainly to the general public for personal or household consumption or utilization,
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by shops, department stores, stalls, e-commerce retailers, mail-order houses, hawkers and
peddlers, consumer cooperatives etc. The goods sold in this division are limited to goods
usually referred to as consumer goods or retail goods. Therefore goods not usually
entering the retail trade, such as cereal grains, ores, industrial machinery etc., are
excluded. Retail trade also includes units engaged primarily in selling to the general
public, from displayed merchandise, products such as personal computers and software,
stationery, paint or timber, although these sales may not be for personal or household use.
Some processing of goods may be involved, but only incidental to selling, e.g. sorting or
repackaging of goods, installation of a domestic appliance etc. Retail trade also includes
the retail sale by commission agents and activities of retail auctioning houses.

1.9.  Structure of divisions 45. This division includes all activities (except manufacture
and renting) related to motor vehicles and motorcycles, including lorries and trucks, such
as the wholesale and retail sale of new and second-hand vehicles, the repair and
maintenance of vehicles and the wholesale and retail sale of parts and accessories for
motor vehicles and motorcycles. Also included are activities of commission agents
involved in wholesale or retail sale of vehicles. This division also includes activities such
as washing, polishing of vehicles etc. Activities are grouped into 4 groups each of which
has one basic class.

1.10. Structure of divisions 46. The first distinction that is considered in this division is
based on the type of operation, i.e. how the wholesale trade activity is organized. Two
groups of activities are distinguished (i) commission trade consisting of group 461
“Wholesale on a fee or contract basis” only without any further detailing and (ii)
wholesale trade on own account representing aggregation of groups 462-469 depending
on categories of goods sold. The second distinction concerns the split of wholesale trade
on own account into specialized and non-specialized trade. Twelve classes are used in
ISIC, Rev. 4 to present the groups of products sold (see below). The wholesaling which
cannot be defined as specialized (i.e. selling one of these particular groups of products) is
classified into group 469 “Non-specialized wholesale trade”.

1.11. Structure of divisions 47. The main structuring criterion used in division 47 is
whether or not retail trade operations are organized as a store or not in store trade. The
retail trade in stores includes groups 471-477. It is further subdivided by retail trade in
specialized stores and non-specialized stores. The third criterion applied to retail trade in
stores is category of goods sold. The not in stores retail trade consists of groups 478 and
479 which are further broken down into five classes depending whether they represent
retail trade via stalls and markets or other retail trade not in stores such as mail order
houses and internet.

1.12. The ISIC, Rev. 4 divisions, groups and classes relevant to distributive trade
statistics. The entire structure of section G of ISIC, Rev .4 is presented below.
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Section: G - Wholesale and retail trade; repair of motor vehicles and motorcycles
Division Group Class

45 - Wholesale and retail trade and repair of motor vehicles and motorcycles
451 — Sale of motor vehicles
4510 - Sale of motor vehicles
452 — Maintenance and repair of motor vehicles
4520 - Maintenance and repair of motor vehicles
453 — Sale of motor vehicle parts and accessories
4530 - Sale of motor vehicle parts and accessories
454 — Sale, maintenance and repair of motorcycles and related parts and accessories
4540 - Sale, maintenance and repair of motorcycles and related parts and accessories

46 - Wholesale trade, except of motor vehicles and motorcycles

461 - Wholesale on a fee or contract basis
4610 - Wholesale on a fee or contract basis

462 - Wholesale of agricultural raw materials and live animals
4620 - Wholesale of agricultural raw materials and live animals

463 - Wholesale of food, beverages and tobacco
4630 - Wholesale of food, beverages and tobacco

464 - Wholesale of household goods
4641 - Wholesale of textiles, clothing and footwear
4649 - Wholesale of other household goods

465 - Wholesale of machinery, equipment and supplies
4651 - Wholesale of computers, computer peripheral equipment and software
4652 - Wholesale of electronic and telecommunications equipment and parts
4653 - Wholesale of agricultural machinery, equipment and supplies
4659 - Wholesale of other machinery and equipment

466 - Other specialized wholesale
4661 - Wholesale of solid, liquid and gaseous fuels and related products
4662 - Wholesale of metals and metal ores
4663 - Wholesale of construction materials, hardware, plumbing and heating equipment
and supplies
4669 - Wholesale of waste and scrap and other products n.e.c.

469 — Non-specialized wholesale trade
4690 - Non-specialized wholesale trade

47 - Retail trade, except of motor vehicles and motorcycles

471 - Retail sale in non-specialized stores
4711 - Retail sale in non-specialized stores with food, beverages or tobacco
predominating
4719 - Other retail sale in non-specialized stores

472 - Retail sale of food, beverages and tobacco in specialized stores
4721 - Retail sale of food in specialized stores
4722 - Retail sale of beverages in specialized stores
4723 - Retail sale of tobacco products in specialized stores

473 - Retail sale of automotive fuel
4730 - Retail sale of automotive fuel

474 - Retail sale of ICT equipment in specialized stores
4741 - Retail sale of computers, peripheral units, software and telecommunications
equipment
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4742 - Retail sale of audio and video equipment

475 - Retail sale of other household equipment in specialized stores
4751 - Retail sale of textiles
4752 - Retail sale of hardware, paints and glass
4753 - Retail sale of carpets, rugs, wall and floor coverings
4759 - Retail sale of electrical household appliances, furniture, lighting equipment and
other household articles
476 - Retail sale of cultural and recreation goods in specialized stores
4761 - Retail sale of books, newspapers and stationary
4762 - Retail sale of music and video recordings
4763 - Retail sale of sporting equipment
4764 - Retail sale of games and toys
477 - Retail sale of other goods in specialized stores
4771 - Retail sale of clothing, footwear and leather articles
4772 - Retail sale of pharmaceutical and medical goods, cosmetic and toilet articles
4773 - Other retail sale of new goods
4774 - Retail sale of second-hand goods
478 - Retail sale via stalls and markets
4781 - Retail sale via stalls and markets of food, beverages and tobacco products
4782 - Retail sale via stalls and markets of textiles, clothing and footwear
4789 - Retail sale via stalls and markets of other goods
479 - Retail trade not in stores, stalls or markets
4791 - Retail sale via mail order houses or via Internet
4799 - Other retail sale not in stores, stalls or markets

Boundary of distributive trade. The following activities are not considered to be

transformation of goods and are included in distributive trade:

1.14.

physical assembly

packing

sorting and grading of goods in large lots

breaking bulk

repacking for distribution in smaller lots (e.g., pharmaceuticals)
mixing (blending) of goods (for example wine or sand)

bottling (with or without preceding bottle cleaning)

storage (whether or not frozen or chilled)

refrigerating

delivering

after-sale installation

cleaning and drying of agricultural products

cutting out of wood fibreboards or metal sheets as secondary activities
engaging in sales promotion for their customers including the label designing
washing, polishing of vehicles

The following are activities considered as either transformation of goods or as not

being part of relevant distributive trade divisions and classes and are excluded:

renting of motor vehicles or motorcycles
renting and leasing of goods
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- packing of solid goods and bottling of liquid or gaseous goods, including
blending and filtering, for third parties

- sale of farmers' products by farmers

- manufacture and sale of goods, which is generally classified as manufacturing

- sale of food and drinks for consumption on the premises and sale of takeaway
food

- renting of personal and household goods to the general public

C. Scope and structure of distributive trade in terms of CPC, Ver. 2 and
COICOP

1.15. CPC. The Central Product Classification, Version 2 (CPC, Ver.2) constitutes a
comprehensive product classification covering all goods and services that can be objects
of domestic or international transactions. It is a basic statistical tool for establishing
distributive trade statistics by product. Distributive trade services are classified in
divisions 61 and 62 of CPC on the basis of two criteria (i) type of provided service (i.e.
type of operation as it is discussed in para. 1.10-1.11 above) and (ii) the type of traded
goods. As a result the list of commodities that can be sold is set against any of the two
wholesale (commission and own account) and five retail trade types of operation (store
and not in store retail trade; specialized and non-specialized and commission retail trade
services).

1.16. International and national versions of the CPC exist in the same way as they exist
for ISIC (see section D of this chapter). Statistical Classification of products by Activities
(CPA), for example, is the European counterpart of CPC. ANZCS is the Australian and
New Zealand Standard Commodity Classification. They differ significantly from CPC
and each other not only in details and coding systems but also in their structuring”.

1.17.  Scope of product groups used in Section 6 of CPC, Ver.2. In order to enhance
international comparability of data countries may use the correspondence table between
CPC categories and activity classes of ISIC, Rev.4 as a guide on scope of such product
categories. Such a table will be developed and included in the forthcoming Distributive
Trade Statistics: Compilers Manual. When classifying statistical units in various classes
of divisions 45-47, countries should follow the explanatory notes provided in ISIC, Rev.4
and CPC, Ver.2.

1.18. COICOP. Another option for classifying products of distributive trade is the
Classification of Individual Consumption According to Purpose (COICOP). It relates to
the purpose (or function) of the use of the commodities sold. Provision of retail trade data
at detailed COICOP level facilitates the compilation of individual consumption
expenditure of households in national accounts. Countries are encouraged to implement

* More about the CPC and other product classifications such as SITS, HS etc. see at:
http://unstats.un.org/unsd/cr/registry/regct.asp?Lg=1

20



International Recommendations for Distributive Trade Statistics
Provisional Draft — 5 November 2007

this classification and present, as much as possible, the retail trade turnover by COICOP
classes®.

1.19. For the purpose of achieving broad international and national comparability of
distributive trade data by products countries are encouraged to present the 45 retail
product classes (four digit level of CPC, Rev.2) grouped into the following seven product
categories. Although, there is no one to one mapping between CPC and COICOP, the
seven groupings are broadly reconcilable:

Food, beverages and tobacco
Clothing and footwear
Household appliances, articles and equipment
Of which: Furniture
Machinery, equipment and supplies
Of which: Information processing equipment
Of which: Motor vehicles and associated goods
Personal and other goods
Construction materials
Other

1.20. In order to satisfy the needs of a wide range of users, it is recommended that
countries draw up their own lists for the reporting of distributive trade by type of
products depending on the product classifications used in their trade surveys and the need
to comply with the international standards. It is desirable that countries prepare more
detailed lists for retail trade rather than for wholesale trade since the former is useful in
describing the flow of goods to households. Whatever list or classification of product will
be used it should be linked to the classification of household goods and services for
national accounts purposes.

D. Distributive trade in other activity classifications

1.21. ISIC. For classification of economic activities most of the countries either use the
International Standard Industrial Classification (ISIC) directly or develop their national
industrial classifications based on it. In the case of countries which do not use ISIC or
whose national classifications differ from ISIC, it is recommended that they develop their
national industrial classifications in a manner allowing for international comparability
and identification of the kind of activity in compliance with at least the two-digit
(division) level of ISIC. For a national industrial classification to be fully compatible with
the section G of ISIC, Rev.4, the most detailed categories of classification in the national
scheme should coincide with, or be aggregations or dissections of the individual classes
of the ISIC.

® See Classification of expenditure according to purpose, United Nations publications, Series M No.84,
Sales No. EOOXVIIL.6, New York 2000 and http://unstats.un.org/unsd/cr/registry/regest.asp?Cl=5&Lg=1
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1.22. NACE. Statistical Classification of Economic Activities, Revision 2 (NACE,
Rev.2) is the classification of economic activities implemented by European Union
countries, some of the transition economies and other countries seeking admission to the
European Union. It is fully compatible with ISIC, Rev.4 as in some cases it provides a
subdivision of ISIC which is suited better to the structures of the European economies.
Although, a single activity at the level of groups and classes may have a numerical code
and disaggregation in NACE which differs from that in ISIC, the two classifications can
always be aligned by aggregating the more detailed groups and classes of NACE into the
groups and classes of ISIC. There is a full correspondence between the first two levels
(sections and divisions) of these classifications. NACE, rev.2 has been revised in parallel
with the fourth revision of ISIC. It has been in force since 1 January 2008. Countries shall
produce their annual structural statistics on distributive trade using NACE, Rev.2 from
this date onwards, and short term statistics from 1 January 2009. It is recommended that
countries who use NACE continue to use NACE, Rev.2 as it is fully consistent with ISIC,
Rev.4.

1.23. NAICS. The North American Industry Classification System (NAICS) is
developed to provide common industry definitions for Canada, Mexico, and the United
States that facilitate economic analyses of the economies of the three North American
countries. NAICS is built on a production-oriented or supply-based conceptual
framework and classifies industries rather than activities. This means that production
units that use identical or similar production processes are grouped together in NAICS.
The system strives for compatibility at the two-digit level of ISIC, however, there are
major differences between the NAICS and ISIC classification structures. An easy
conversion of data according to NAICS into ISIC/NACE is not possible. A detailed
concordance between NAICS and ISIC, Rev.3.1 is published on the UNSD web site
(http://unstats.un.org/unsd/cr/registry).

1.24. ANZSIC. The Australian and New Zealand Standard Industrial Classification
(ANZSIC) was revised in 2006 and accounts for industries which are specific to Australia
and New Zealand. As with ISIC, the conceptual framework for ANZSIC has been re-
evaluated to have a stronger emphasis on the supply side approach. The ANZSIC
structure broadly follows the ISIC structure and ANZSIC aligns with ISIC, Rev. 4 at the
subdivision level (2-digits) as far as practicable. A correspondence between ANZSIC and
ISIC is available from the Australian Bureau of Statistics website.

E. Selected boundary issues

Outsourcing — boundary between wholesaling and manufacturing

1.25. OQutsourcing. The term “outsourcing” of production is used when the principal
unit (i.e. principal) contracts another productive unit (i.e. the contractor) to carry out
specific aspects of the production activity of the principal, in whole or in part in the
production of a good or a service. While the activity classification of the contractor is
straightforward and does not change with the outsourcing, that of the principal is very
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much affected by the nature and extent of the outsourcing and requires conventions for a
consistent treatment. The classification of the principal units is a significant boundary
issue, because the decisions made regarding their activity affect the scope of
manufacturing, wholesale (and retail trade) divisions.

1.26. Types of outsourcing. There could be three cases of outsourcing, namely (i)
outsourcing of support functions; (ii) outsourcing parts of the production process; and
(ii1) outsourcing of the complete production process. In each of these cases, the principal
and the contractor may be located within the same economic territory or in different
economic territories. The actual location does not affect the classification of either one of
these unit.

1.27. Outsourcing of support functions. In this case, the principal (wholesaler or
retailer) carries out the resale of goods and services, but outsources certain support
functions, such as accounting or computer services, to the contractor. In such a case, it is
recommended that the principal remains classified to the respective ISIC class of section
G that represents the core production process (resale by type of sale and type of goods
sold). The contractor is classified to the specific support activity it is carrying out, e.g.
ISIC class 6920 (Accounting, bookkeeping and auditing activities; tax consultancy) or
6202 (Computer consultancy and computer facilities management).

1.28. Outsourcing of parts of the production process. The principal (manufacturer)
outsources a part of the production process (of a good or a service), but not the whole
process, to the contractor. The principal owns the material inputs to be transformed by the
contractor and thereby has ownership over the final outputs. In such a case, it is
recommended that the principal be classified in the appropriate manufacturing class of
ISIC as if it were carrying out the complete production process. The contractor is
classified according to the portion of the production process that it is undertaking. In case
of the transformation of a good, the contractor is classified in the same or separate ISIC
category. Also in the case of outsourcing of a service, the activities of the principal and
the contractor might not be classified in the same ISIC category.

1.29. Outsourcing of the complete production process. Two specific cases have to be
considered when the principal outsources the complete production process to the
contractor, namely:

(a) Outsourcing of service producing activities, including construction - in
this case both the principal and the contractor are classified as if they were carrying out
the complete service activity;

(b) Outsourcing of manufacturing activities to contractor — in this case the
principal does not physically transform the goods at the location of its unit. The following

activity classification rules are recommended:

(1) A principal that owns the material inputs and thereby has economic
ownership of the outputs, but has the production done by others, is classified to
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section C (manufacturing) of ISIC, Rev.4, specifically to the classification category
that corresponds to the complete (outsourced) manufacturing activity;

(i1) A principal that has the production done by others, but does not own the
material inputs, should be classified to section G (wholesale and retail trade; repair
of motor vehicles and motorcycles) of ISIC, Rev.4, specifically to the classification
category that corresponds to the activity characterized by the type of sale (e.g.
wholesale or retail sale) and type of goods sold. In this case, it should also be
evaluated if the principal carries out other activities, such as design or research and
development. If indeed other production activities are undertaken by the principal, the
usual rules for identifying the principal activity of the principal should be applied (see
para. 3.12 for the top-down method).

(ii1) The contractor in such a case is classified to section C (manufacturing) of
ISIC, Rev.4, specifically to the classification category that corresponds to the
manufacturing activity performed by the contractor.

Distinction between retail trade and financial services

1.30. Units offering consumer credit lines. Many retail stores and other economic
entities involved in distributive trade offer their customers purchases on credit. For this
purpose they may issue membership cards allowing customers to make purchases within
a pre-arranged credit limit. Consumer credit is a form of a short-term loan extended to
individuals for personal or household use, rather than to businesses. The consumer credit
is offered also by finance companies which are active in the consumer credit industry,
typically, the (i) a small loan company, which has contact with consumers as originators
and makes loans to them directly; and (ii) finance company, which does not deal directly
with consumers, but purchases and holds consumer instalment debts related to the sale of
durable goods on time.

1.31. The classification of financial institutions involved in consumer credit
transactions is quite straightforward (classified in section K of ISIC, Rev.4 “Financial and
insurance activities”) and it is not dealt with in the present recommendations. Compilers
of distributive trade statistics however, must pay attention to the cases, when the
originator and holder of consumer credits is a retail trade unit that has a separate
establishment (or ancillary activities, see para. 3.10-3.11) dealing with consumer credits.
Because the 2008 SNA” distinguishes separately non-financial and financial sectors, it is
recommended to define two separate units in this case, one for the entity engaged in non-
financial (trade) activity and the other one for the entity engaged in financial activity
(provision of consumer credits), as long as the necessary financial accounts are available
for each of them, whenever possible, even if the two together have all the other attributes
of an economic entity and consolidated accounts are compiled for them as a single unit.
Both units will be classified in their own rights, as the second one will be a financial
institution and not a distributive trade unit. However, if the unit providing consumer

" See System of National Accounts, 2008, Chapter 4 for institutional sectors and institutional sector
classification
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credits is not statistically observable separately (i.e., separate accounts of its activity are
available), it is recommended that it should be treated as part of the relevant statistical
unit involved in an ancillary activity and will not affect classification of that unit in
distributive trade.

F. Scope of distributive trade statistics

1.32. In general, distributive trade statistics are statistics reflecting characteristics and
activities of the units belonging to distributive trade sector of an economy. Taking into
account the role of ISIC, Rev.4 as the activity classification for use in all applicable areas
of economic statistics, it is recommended that the distributive trade sector of an economy
is defined as consisting of all resident entities recognized as statistical units and
classifiable in Section G of ISIC, Rev.4, irrespective of their size, form of economic and
legal organization and ownership (see Chapter III for recommendations on statistical
units). The residency of economic entities should be determined in accordance with the
rules laid out in 2008 SNA. Distributive trade activities carried out by entities not
classified in Section G of ISIC, Rev.4 are not covered by distributive trade statistics.

1.33. By convention, the data items falling within the scope of distributive trade
statistics are those reflecting: (i) the characteristics of entities belonging to the
distributive trade sector; (i1) receipts and other revenues and purchases of those entities
which are recorded in their profit and loss statements and used for calculation of trade
output, intermediate consumption and value added; (iii) investment of entities in non-
financial assets and changes in inventories; and (iv) employment information which is
closely related to the most of previous groups of items (see Chapter V for detailed
recommendations). Other data items such as, for example, data items on financial
position of the entities are explicitly excluded. They are compiled as a part of financial or
other relevant statistics.
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CHAPTER Il. STATISTICAL AND REPORTING UNITS

A. An overview

2.1.  Economic entities. The universe of economic entities engaged in distributive trade
is very vast. It varies from the small entities engaged in one or very few activities
undertaken at or from one geographical location to large and complex entities engaged in
many different activities that may be carried out at or from many geographical locations.
Economic entities engaged in distributive trade vary in their legal, accounting,
organizational and operating structures. In large and complex entities, the units at which
or from which economic activity takes place are grouped for management,
administrative, and decision-making purposes into hierarchical structures. Higher-level
organizational units own, control, or manage the lower-level production units at which
production decisions are made or production takes place. An economic entity may be
structured along geographical, legal or operational lines. They may have one structure or
several structures to carry out different functions or to serve different purposes.

2.2. In the complex entities, management of the financial affairs of the business
usually occurs at a higher organizational level than does management of wholesaling or
retailing operations. The accounting systems of businesses usually reflect this
management structure by mirroring the hierarchy of management responsibility for the
operations of the business. The accounts required to support the management and
decision-making functions, whether financial or production, are usually maintained for
the corresponding level of management responsibility. It follows that the ability to report
data is different at various structural level.

2.3.  Collection of data from economic entities. Economic statistics in general and
distributive trade statistics in particular have to take into account those structures in order
to compile data which are most useful for economic analysis. However, legal and
operational structures of economic entities as well as their record keeping practices are
not developed in most countries to suit statistical purposes. Therefore, it is desirable to
have guidelines on definition of statistical, reporting and collection units for use in data
collection so that comparable national and international statistics can be produced.

2.4.  Statistical units. A statistical unit is an entity about which information is sought
and for which statistics are ultimately compiled. It is the unit at the basis of statistical
aggregates and to which tabulated data refer. These units can be divided into two
categories:

(a) observation units — identifiable legal/organizational or physical entities
which are able, actually or potentially, to report data about their activities;

(b) analytical units — entities created by statisticians (also referred to as

statistical constructs), often by splitting or combining observation units in order to
compile more detailed and more homogeneous statistics than it is possible by using data
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on observation units. Analytical units are not able to report data themselves about their
activities, but there exist indirect methods of statistical estimation including imputation of
such data. Examples of analytical units are unit of homogeneous production and local
unit of homogenous production.

2.5.  Collection units. A collection unit is the unit from which data are obtained and by
which statistical forms are completed. In fact, it is more a contact address or contact
person than a unit. Any entity which possesses statistically relevant information about
statistical units can, potentially, serve as a collection unit. For, example, if entities leave
the form filling to a bookkeeping office, the latter is the collection unit.

2.6.  Reporting units. A reporting unit is the unit about which data are reported. The
typical case is when a given entity reports the required data about characteristics and
activities of all of its locations, these locations are the reporting units. In such a case these
entities are statistically observable and are both statistical and reporting unit.

2.7. It should be noted that in practice the statistical, reporting and collection units
often coincide with each other. However, this is not the case if the statistical units are
analytical. It is recommended to distinguish between these units because they apply to
different stages of data collection/compilation process. In the context of these
recommendations statistical units are of primary interest as they are the basis of statistical
aggregates and to which all data items refer. Collection and reporting units are especially
relevant in the sampling and data collection stage.

2.8. If an economic entity is engaged in several kinds of activity and if a separate
statistical unit is associated with each of them, this entity is statistically complex.
Provided that this unit (or units) is (are) able to supply all the required data no additional
data collection is necessary with respect to the entity as a whole. However, if the
complete set of data cannot be obtain in this way, the data collection should target the
entity as a whole as well and, if successful, apportion additional information to the
statistical units. While doing this it is important to ensure that the reported data does not
contain double counting.

B. Definition of selected statistical units

2.9. Definitions of various kinds of statistical units are provided in the UNSD
document Statistical Units®. Countries are encouraged to use that compendium to ensure
better comparability on national practices in use of statistical and other units. Definitions
of statistical units relevant to distributive trade statistics are reproduced below.

2.10. Enterprise Group. An enterprise group is an association of enterprises (see para.
2.12) bound together by various types of links such as ownership, controlling interest and
management. A group of enterprises can have more than one decision-making centre,
especially for the policy on production, sales and profits. It may centralize certain aspects

8 The document is available at UNSD website:
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of financial management and taxation. It constitutes an economic entity which is
empowered to make choices, particularly concerning the units which it comprises. An
enterprise group is controlled by the group head. The group head is a parent legal unit
which is not controlled either directly or indirectly by any other legal unit. However,
there are some forms of cooperative or mutual associations where the parent enterprise is
actually owned by the units of the group.

2.11. The enterprise group unit often corresponds to a conglomerate bound together by
a network of complex relationships and frequently covers a very wide range of activities.
Often, different subgroups can be identified within an enterprise group. There are some
difficulties in the use of such a unit for statistical purposes, in particular because of the
problems of identifying and keeping track of sometimes unstable links between different
enterprises.

2.12. Enterprise. An economic entity in its capacity as a producer of goods and services
is considered to be an enterprise if it is capable, in its own right, of owning assets,
incurring liabilities and engaging in economic activities and in transactions with other
economic entities. An enterprise is an economic transactor with autonomy in respect of
financial and investment decision-making, as well as authority and responsibility for
allocating resources for the production of goods and services. It may be engaged in one or
more productive activities at one or more locations.

2.13.  An enterprise involved in distributive trade may be a corporation, a non-profit
institution or an unincorporated enterprise. Corporate enterprise is a complete economic
entity which is capable of engaging in the full range of transactions while
“unincorporated enterprise” refers to the economic entity of a household only in its
capacity as a producer of distributive trade services. A non-profit institution is also an
economic entity set up for the purpose of serving and promoting the interest of
distributive trade units.

2.14. Establishment®. The establishment is defined as an enterprise or part of an
enterprise that is situated in a single location and in which only a single productive
activity is carried out or in which the principal productive activity accounts for most of
the value added. Although the definition of an establishment allows for the possibility
that there may be one or more secondary activities carried out, they should be small in
magnitude compared with the principal activity. If a secondary activity is as important, or
nearly as important, as the principal activity, then the unit is more like a local unit,
described below (see para. 2.24).

2.15. In the case of most small and medium-sized businesses, the enterprise and the
establishment will be identical. In general, it is recommended that large enterprises
engaged in many economic activities that belong to different industries be broken into

? The establishment is also called a local kind-of-activity unit in the European System of Accounts, 1995
(ESA 1995), para. 2.106.
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one or more establishments, provided that smaller and more homogeneous production
units can be identified for which production data can be meaningfully compiled.

2.16. Kind-of-activity unit. Although the way the enterprise unit is constructed and
defined it may have already a certain degree of homogeneity with respect to its economic
activities, some statistics, including distributive trade statistics, may require a higher
degree of homogeneity. For this purpose kind-of-activity unit can be defined and used.

2.17. Kind-of-activity unit is an enterprise or part of an enterprise which engages in
only one kind productive activity or in which the principal productive activity accounts
for most of the value added. There is no restriction on the geographic area in which the
activity is carried out. In order to obtain such homogeneous units, the enterprise must be
partitioned into narrower, more homogeneous parts.

2.18. Although the aim is to meet, as much as possible, the homogeneity requirement,
the other two requirements, data availability and organizational structure, should not be
disregarded. Splitting enterprises into kind-of-activity units must be a trade-off between
homogeneity of economic activities on the one hand and the data availability and
organizational structure on the other. The three requirements in most cases are
interrelated: the more homogeneous one defines the unit, the fewer data would be
available, and less it will be perceived as a separate entity in the organization. It is up to
national statistical offices to find the right balance. However, it is recommended that such
splitting should have due regard to data availability and organizational structure. It should
be noted that each enterprise must, by definition consist of one or more kind-of-activity
units. In many cases it can exist only as analytical statistical unit.

2.19. While deciding on definition of kind-of-activity unit it should be noted that any
given kind-of-activity unit falling within a particular heading of an activity classification
can be engaged in the secondary activities which cannot be separately identified from the
available accounting documents.

2.20. Definition of term “location”. Definitions of both establishment and local unit
(below) use term “location”. In this connection its meaning needs to be clarified. The
term location can be interpreted in two different ways:

(a) First, there is the pure location in the narrow sense of the word, i.e. a
specific site such as an individual address or even a room in a multi-storey office
building. This dimension of location should be made operational for statistical purposes
because in some cases two or even more non-contiguous sites can be considered one
location. This may happen when two stores of a trade enterprise are for example around
the corner of the same block or just across the street and when no separate records are
maintained for each store. In general, the distance between two sites has to be quite large
in order to justify a separate location, especially when the sites fall within different most
detailed geographical area for which series of data are to be compiled.
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(b) Second, the location may be interpreted as the combination of all locations
belonging to an enterprise within the geographical area. The identification of such a
statistical unit allows for the distinction between provinces, states, counties,
municipalities, townships and even smaller entities like mesh blocks'’. Therefore, if
activities are exercised at two or more locations, e.g. in the same municipality, township
or similar restricted geographic areas, covering all of these locations in one single local
unit will be acceptable from the point of view of concept of the local unit.

2.21. Which of the two interpretations is to be used depends on the statistics in
question. If, for instance, they are counting the number of retail shops in a certain area, or
if production processes are analyzed, the location as an individual site is the appropriate
unit; if, on the other hand, employment is the subject of statistics, all locations of an
enterprise within the smallest geographic area could as well be taken together in one local
unit.

2.22. The local unit. Enterprises often engage in their productive activity at more than
one location, and for the purposes of obtaining geographical distribution of the collected
data it is necessary to partition such enterprises accordingly. Thus, a local unit is defined
as an enterprise, or a part of an enterprise (for example, a workshop, factory, warehouse,
office, mine or depot), which engages in productive activity at or from one location. The
definition has only one dimension in that it does not refer to the kind-of-activity that is
carried out by the unit.

2.23. Ancillary establishments. If an establishment undertaking purely ancillary
activities (see para. 3.10) is statistically observable, in the sense that separate accounts for
the production it undertakes are readily available, or if it is in a geographically different
location from the establishments it serves, it may be desirable and useful to consider it as
a separate unit — an ancillary establishment, and allocate it to the industrial classification
corresponding to its principal activity (see para. 3.8). However, it is recommended that
separate establishments be created only if suitable basic data as the value of the
intermediate consumption, compensation of employees, gross fixed capital formation and
employment are available.

2.24. The output of ancillary establishment should be derived on a sum of costs basis,
i.e. all costs of its production including the costs of the capital used in the production.
The output of the ancillary unit is treated as intermediate consumption of the
establishments it serves and should be allocated using an appropriate indicator such as the
output, value added or employment of these establishments (see Box 1). Holding
companies are not ancillary units; the functions they perform to control and direct
subsidiary companies are not ancillary activities.

10 The basic concept of geographically referenced statistics is that data are aggregated for the area in which
an activity actually takes place. A mesh block is a micro-level geographical unit to which individual people
or businesses can be coded and individual or unit record data can be aggregated.
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Box 1. Imputation of the output of an ancillary activity and its allocation to establishments

The example considered in case 1 below represents an enterprise with two establishments
and one headquarter (ancillary activity). For simplicity, the entire outputs of establishments
are assumed to be for the market so that their outputs can be derived from sales. The value
added (VA) of the enterprise should be:

VA = output 1 + output 2 — total intermediate consumption (IC)
=200+ 100 - (100 + 30 + 30) = 140.

Case 1: An enterprise with two establishments and one headquarter (ancillary) unit

Enterprise comprising

Establishment 1 Establishment 2 Headquarter
IC, =100 1C, =30 IC;=30
VA =100 VA,=70 VA;=15

[compensation of employees,
consumption of fixed capital and other
taxes on production = 15]

Output 1 =200 Output 2 =100 Output3 (imputed) =45

In this case the headquarter (ancillary activity) should be treated as a separate establishment
and classified according to its own activity (ISIC 8211). Its output (imputed on cost basis)
should be distributed to the establishments 1 and establishment 2 in proportion to their
output. The output of headquarter so distributed to establishments shall be treated as their
intermediate consumption. Case 2 shows the allocation of the headquarters’ output to each
establishment. The allocation has been done using the output as the indicator (2/3 of the
headquarters’ output is allocated to establishment 1 and 1/3 to establishment 2).

Case 2. Treatment of the headquarter (ancillary) unit as an establishment

Establishment 1|Establishment 2 Headquarter
(treated as an
establishment)

IC, =100 1C, =30
Output 3 consumed as IC |  2/3 output 3 1/3 output 3 IC;=30
(allocated in proportion +30 +15
to output)

VA] =170 VA2 =55 VA3 =15

Outputl =200 | Output2 =100 | Output3 (imputed) =45

After the allocation, the value added of the enterprise remains the same as before, which is
equal to VA|+VA,+VA; = 70+55+15 = 140, but the value added for each establishment is
reduced by the share of the intermediate consumption of the headquarter unit imputed to it.

2.25. Ancillary corporations. A trading corporation may find it advantageous for tax or
other reasons to create a subsidiary purely in order to perform certain ancillary activities
for its own benefit. For example, it may create a subsidiary to which ownership of its
land, buildings or equipment is transferred and whose sole function is to lease them back
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again to the parent corporation; or it may create a subsidiary to keep its accounts and
records on a separate computer installation etc. It is recommended that the ancillary
corporations are not treated as separate statistical units because they can be regarded as
artificial units created to avoid taxes, to minimize liabilities in the event of bankruptcy, or
to secure other technical advantages under the tax or corporation legislation in force in a
particular country

C. Recommendations on statistical, reporting and collection units

2.26. Two main types of data are required to describe the economic activity of
distributive trade units - (i) production data, based on management and cost accounts of
trade units''; and (ii) financial data, based on their accounting records'?. These types of
statistics are required for analysis of distributive trade sector as well as for compilation of
national accounts. To compile such statistics statistical, reporting and collection units
should be identified and consistently used. The recommendations on such units are
provided below.

2.27. Recognizing that the System of National Accounts recommends the establishment
as the most appropriate statistical unit for production and employment data and that
compilation of homogeneous and geographically distributed data is to be ensured,
countries are encouraged to use establishment as a statistical unit for distributive trade
statistics. In majority of the cases the establishment and the enterprise are the same, so all
types of data can be obtained from the same source. In this case, an
establishment/enterprise can be not only statistical, but also reporting and collection unit.
However, if an establishment is a part of a multi-establishment enterprise, it may not have
access to all necessary (e.g., financial) information. Under these circumstances, the
enterprise, to which a given establishment belongs, may serve as a collection unit which
provides data about activities of that establishment to the statistical authorities.

2.28. Countries are encouraged to collect data for all relevant establishments belonging
to a multi-establishment enterprise within a country. Special care should be taken in the
case of enterprises operating branches in economic territories of several countries in order
not to include in distributive trade statistics of the compiling country data reflecting
activities of establishments which are resident units in other economies.

2.29. 1If sufficient degree of homogeneity and desired geographic distribution can be
obtained by other means, or data at the establishment level are not available, the
enterprise can be used as the statistical unit and countries may limit their data collection
activities to the enterprises whose main activity is distributive trade. Some countries may
find it practical to use establishment as the statistical unit for collection of non-financial

"' In general, Production statistics include data on operating revenues earned from the sale of goods and
services produced and the associated costs, wages and salaries, depreciation, and operating profits.

12 Such records include consolidated profit and loss statements and balance sheets of assets and liabilities of
trade units.
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data items aiming to obtain maximum possible homogeneity and detailed geographical
distribution, while use the enterprise to collect financial data.

2.30. The kind-of-activity unit differs from the establishment in that there is no
restriction in respect of the geographical area in which a given kind-of-activity is carried
on by a single legal entity. In certain instances, the availability of data on a kind-of-
activity-unit basis may suggest the employment of this unit in trade surveys rather than
the establishment. For example, in some cases, data on fixed capital formation,
inventories, and sales may be available easily in respect of kind-of-activity units but not
of establishments, at the same time, interest in the classification of the data according to
area or size of establishment may be minimal. More generally, the kind-of-activity unit
may, for many purposes, be considered a suitable alternative to the establishment in those
countries where the larger multi-establishment enterprises organize their records on this
basis. If the kind-of-activity unit is used in such cases, it would, however, be useful to
indicate the relationship between these units and the units used in other surveys.

2.31. Local unit is used as the statistical unit for compiling particular types of data,
where no breakdown by activity is required and as such is not recommended for use in
distributive trade statistics. However, if the criterion of kind-of-activity unit can be
attributed to the local unit and this will place it within the scope of Section G of ISIC,
Rev. 4, the unit becomes an establishment and can be used in distributive trade statistics
as both statistical and reporting unit.

2.32. The enterprise group unit is too diverse in nature and unstable to be adopted as
statistical unit in distributive trade statistics. However, enterprise group is useful for
financial analyses and for studying company strategies. Therefore, if distributive trade
statistics can be presented on an enterprise group basis it will be of importance for
analytical purposes.

2.33. The collection unit can be any entity which is in a position to provide national
statistical office with a reliable and timely data with respect to adopted statistical units.

D. Mapping of selected entities specific to distributive trade to the statistical
units

2.34. Retail chains. The retail trade sector in almost all countries has been undergoing
significant changes in terms of types, size and structure of units in recent decades. The
dominance of retail chain stores is one of the most important developments in the retail
markets. Retail chains are organizational forms of retail trade units that apply mainly to
retail trade but also to some other service oriented businesses. Retail chains are a range of
retail outlets which share a brand and operate under the same ownership or central
management. Such stores may be branches owned by one legal unit or franchises, owned
by natural persons or companies and operated under contract with the parent corporation.
In the first case when a retail chain operates under a single ownership there will be one
trade enterprise with many establishments, corresponding to different locations. In the
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second case when a retail chain operates under franchise agreement there will be many
enterprises, corresponding to the number of franchisees.

2.35. Retail chains have come into existence as a result of the vertical integration of
retail trade businesses in one and the same retail trade activity class (i.e. they are selling
the same type of merchandise — food, furniture, etc.). By type of operation (see para.
3.28) retail chains are classified as retailing at stores. Many countries introduce the
minimum number of retail locations operating by a retail chain as an additional criterion
to distinguish them from other store retailing. Chain stores differ in many ways from the
single location stores as an important difference is the difference in their size. Typically
they offer low prices for the specific merchandise and derive their profits from high sales
volume rather than high trade margin.

2.36. If a retail chain operates in more than one province or state and that sub-national
data are important to the economy of a country, it is recommended that it should provide
a list of all locations it operates in as well as totals on some of the important data items
such as the number of employees, turnover, wages and salaries etc. about each location
separately. Alternative methods such as using administrative data (e.g. employment data)
from a business register as a proxy to allocate national economic activity to the sub-
national level can also be considered to reduce the respondent burden. Each store in this
case will be treated as a separate establishment as its output and value added will be
derived proportionally to the available data by locations thus allowing the allocation of
the trade activity to the location it actually takes place and facilitating the estimation of
regional trade output and compilation of regional GDP.

2.37. Department stores /‘shops-within-shops’ trade. A department store is a retail
establishment which specializes in selling a wide range of products without a single
predominant merchandise line (non-specialized stores). Certain department stores could
be part of a retail chain while the others could be individual stores.

2.38. Department stores are organizational forms of retail trade which may complicate
the implementation of rules for identifying the local units (see para. 2.24). In principle, in
almost all cases, the retail local units will be precisely equivalent to retail stores. One
exception to this principle is the form of trade known as "shops-within-shops" trade when
a department store is letting out part of its retail space to other retailers. Here, while to a
casual customer there may appear to be only one shop, the definition of a local unit as a
part of an enterprise implies that there are a number of local units and an equal number of
shops. It is recommended that in the case of "shops-within-shops" trade the department
store and all other shops on the same premises are treated as separate statistical units.

2.39. Franchising. The operation of a franchise network is a method of doing business
that is popular in a number of service activities, especially retail trade. Franchisees are
independent legal units which sign a contract with another legal unit, the franchiser, to
engage in an activity making use of trademarks, trading styles and marketing support
provided by the franchiser, usually in return for a fee or a share of the sales or profits. A
franchise contract typically includes a number of restrictive clauses limiting the
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franchisee’s freedom of choice, for instance imposing standards as to the goods and
services to be produced, their quality and their price. The franchisee may be compelled to
obtain supplies from the franchiser and must pay a contribution towards certain services
organized by the franchiser that are common to the entire network. The franchiser, in
turn, offers scale economies without completely taking away the autonomy of the
franchisee, for example by taking care of collective marketing.

2.40. It is recommended that franchisees engaged in distributive trade activities are
considered as separate enterprises because they consist of a complete combination of
factors of production, and they run the full entrepreneurial risk. Franchisees also comply
with the definition of the enterprise which requires autonomy but allows for this
autonomy to be somewhat restricted (“a certain degree of autonomy” is required), and
full accounts tend to be available only at the level of the separate franchisees.

2.41. Market places, street markets, etc. These are outdoor locations where goods and
services are exchanged. They are traditionally held in many countries and operate in a
similar way irrespective of their location and name (on the street, at the market square or
other specialized location). The traders (or producers) have stalls, but not entire stores.
However, it is also possible to have associated shops. Often the markets are permanent,
but it is also possible to have them temporary, with stalls only present for one or two days
a week. Some of the market places are gradually being replaced by shopping centres with
sizable area and specially organized premises like in the department stores.

2.42. Usually another unit is the owner and operates the location where the market is
situated. The owner could be a municipality or a corporation and to be able to sell on
these places, traders are required to obtain a license or pay a fee. In this case the
recommended treatment for these units will be similar to the treatment of department
stores (see para. 2.34 and 2.35) when they let out retail space to individual retailers — i.e.
the individual retailers on the market place and its owner will be treated as separate
statistical units. At the same time the market place will have as many local units as is the
number of stalls. It should be noted that farmers selling their output at farmers’ markets
are not treated as trade units (see para. 1.14). Selling appears secondary activity to the
production of agricultural goods and such units are classified in Division 01 of ISIC,
Rev.4 - Crop and animal production, hunting and related service activities.

E. Statistical units of informal sector

2.43. Informal sector. The informal sector as an economic phenomenon manifests itself
in different ways in different countries. Its size and significance may also depend on the
social structures, national and local economic policies and enforcement efforts of a given
country. It may encompass practically all kinds of economic activities and household
enterprises with different forms of operation. A large number of informal activities are
carried out without a fixed location, in homes, small shops or workshops. Informal
activities range, for example, from street vending, shoe shining and other activities that
require little or no capital and skills to activities that involve a certain amount of
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investment or level of skills such as tailoring and car repair. Many informal sector
enterprises are operated by an individual working either alone, as self-employed
entrepreneur, or with the help of unpaid family members, although other informal micro-
entrepreneurs may engage paid workers.

2.44. The informal sector is defined by the International Conference of Labour
Statisticians according to the types of production units of which it is composed. Thus, the
informal sector'® is characterised as consisting of units engaged in the production of
goods or services with the primary objective of generating employment and incomes to
the persons concerned and which operate within the production boundary of the SNA.
These units typically operate at a low level of organisation, with little or no division
between labour and capital as factors of production and on a small scale. Labour relations
— where they exist — are based mostly on casual employment, kinship or personal and
social relations rather than contractual arrangements with formal guarantees. It is
recommended that countries define the informal sector in terms of characteristics of
production units in which the activities take place and not in terms of the characteristics
of the persons involved or their jobs.

2.45. Informal sector enterprises. These are a sub-set of households unincorporated
enterprises'”, i.e. enterprises owned by individuals or households that are not constituted
as separate legal entities independently of their owners with at least some production for
sale or barter on the market, and for which no complete accounts are available that would
permit a financial separation of the production activities of the enterprise from the other
activities of its owner(s). Fixed and other capital used does not belong to the enterprise as
such but to the household members. As expenditure for production is often
indistinguishable from household expenditure and capital equipment such as buildings or
vehicles may be used indistinguishably for business and household purposes. Therefore,
these enterprises can not be treated as quasi-corporations and delegated to the corporate
sector.

2.46. Additional criteria for defining the informal sector enterprises. Apart from
excluding household enterprises producing exclusively for own final use, countries
should extend the definition with additional criteria for the household enterprises to
further restrict the scope of the informal sector. The following additional criteria should
be used for defining the informal sector enterprises

(a) Size. The size of informal sector enterprises in terms of employment
should be below a nationally determined threshold.

1 For more details see the Resolution concerning statistics of employment in the informal sector,
adopted by the Fifteenth International Conference of Labour Statisticians (January 1993)

" Household unincorporated market enterprises are created for the purpose of producing goods or services
for sale or barter on the market. They include unincorporated enterprises owned and operated by individual
household members or by several members of the same household, as well as unincorporated partnerships
and cooperatives formed by members of different households, if they lack complete sets of accounts. See
2008 SNA Chapter 4. Institutional units and sectors.
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and/or

(b) Non-registration of the enterprises or its employees. Informal sector
enterprises should not be registered under specific forms of national legislation (such as
factories’ or commercial acts, tax or social security laws, professional groups’ regulatory
acts, or similar acts, laws or regulations established by national legislative bodies. It
should be noted that regulations enacted by local authorities for the purpose of obtaining
a trade license or a permit to operate a business are excluded from this criterion.

2.47. With these additional criteria, the production unit in the informal sector is defined
as a household enterprise with at least some production for sale or barter for which one or
more of the criteria of a limited size of employment, the non-registration of the enterprise
and/or its employees are met.

2.48. Types of informal sector enterprises. The informal sector enterprises encompass
the following two types:

(a) Informal own-account enterprises. Depending on national circumstances,
either all own-account enterprises should be considered informal, or only those that are
not registered under specific forms of national legislation. Since majority of own-account
enterprises are small, no size criterion is recommended for defining them. Informal own-
account enterprises may employ contributing family workers and employees on an
occasional basis, but do not employ employees on a continuous basis.

(b) Enterprises of informal employers. These are household enterprises owned
and operated by employers, either alone or in partnership with members of the same or
other households, which employ one or more employees on a continuous basis.

2.49. Informal sector enterprises engaged in distributive trade. They refer to any
production unit that is engaged in resale of new or used goods and services on the market
and that has the characteristics described in para. 2.44 and 2.45. The activities may be
undertaken inside or outside the enterprise owner’s home, and they may be carried out in
identifiable premises, unidentifiable premises or without fixed location. Mobile (without
a fixed location) units in distributive trade sector such as street vendors and hawkers
should be considered as separate enterprises if they constitute self-employed persons or
as employees if they work for enterprises of informal employers that meet the enterprise-
bases criteria. It is recommended that informal sector enterprises engaged with trade
activities include both enterprises in urban and rural areas.
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CHAPTER I1l. CHARACTERISTICS OF STATISTICAL UNITS

3.1. Characteristics of statistical units are data items used for their unique
identification, their classification within particular activity area of distributive trade and
for description of various aspects of their structure, operation and relationship with other
units. Availability of information on characteristics of the statistical units is a
precondition for an effective organization of the statistical sample surveys as well as for
comparisons and links to be made between data from different data sources thus,
significantly reducing the duplication in data collection and response burden.

3.2. The main characteristics of the statistical units are its identification code, location,
kind of activity, type of operation, type of economic organization, type of legal
organization, type of ownership, size, and demographic characteristics. The list is not
exhaustive but those characteristics represent the most important ones from the viewpoint
of international comparability, as well as those considered to be of significant national
interest. They allow for four distinct types of analysis:

- Geographical analysis, allowing for detailed analysis of performance between
regions or sub-regions of an economic territory as compared to the national total;

- Activity analysis, pertaining to the structure or business cycle of production of one
activity or to the comparison of relative performance of several activities within
or between reference periods;

- Legal and ownership analysis, allowing for comparison of performances across
the various ownership and control types like public, private and foreign-owned
enterprises by economic activity and between economic activities;

- Size class analysis, showing the relationship between the various size classes of
enterprises and their activity and performance, as well as the different size
structures of the activities by providing an indication of the degree of
concentration and competition. This type of analysis is particularly important for
studying business demography.

A. Identification code

3.3.  The identification code is a unique number assigned to a statistical unit which
may comprise digits identifying its geographic location, kind of economic activity,
whether a unit is a principal producing unit or an ancillary unit, link to its
subsidiaries/principal if any etc.. The unique identification of statistical units is necessary
in order to: (i) allow their registration in statistical business register or inclusion sampling
frame; (ii) permit the collection of information about them via administrative sources;
(ii1) provide a sampling base for statistical surveys; and (iv) permit demographic analysis
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of the population of units. Identification code must not change throughout the life of the
unit, although some of the other unit’s characteristics may change. Common
identification codes, shared with administrative authorities and other government
departments greatly facilitate the statistical work, including the connection of the
statistical business register, if such is established, with other registers.

B. Location

3.4.  Physical location of the enterprise, mailing address, contact person. The location
is defined as the place at which the unit is physically performing its activities not as
where its mailing address is. This characteristic se