Publication date CBS-website: 6-11-2007

Inventory of sources and methods
for price and volume measures in
the Dutch national accounts

Revised 2007

E Statistics Netherlands



Table of contents

Chapter 1 General background, features and procedures ........c.cceeeevueisecsseecsaerssaensancsnne 3
L 113 (o4 1017 10 ) & USSP 3
1.2 Production approach versus expenditure approach.............coccoeeeieiirieiinieereeeeee e 3
1.3 Simultaneous compilation and balancing of current and constant price tables ............cccccceeuee. 4
1.4 Classification of industries and product ZroUPS.........cccererieriereirienieniereeete sttt 5
1.5 The choice of index number formulae.............coccoevieriiiiiiiiiininicc e 6
1.6 The choiCe 0f the DASE YEAT........c.ieviiiiieiiiciicieeeeeeee et b e b e sre e s taesebessveens 6
1.7 Treatment of NON-AddITIVIEY .....ccceeruiiieiiiiiiieetee ettt et 7
1.8 General approach for quality changes in products and for new products............ccoccevvriienrenennee. 7
1.9 SOUCES AN UNILS ..c.eviiiiiiititetce ettt ettt sttt eseebe e 8
1.10° WOTKING PrOCEAUIES......cveeuiiiiiiieiiiiteiert ettt sttt ettt et et st be s 8
1.12 Published constant price data............cocereerieririeniinieeneeese ettt ettt 10

Chapter 2 General information on main Sources used ..........oueeveeereenseecsnenseessaecsanessanns 13
I. The Producer Price INAICES.........coviiriiiiiiieeit ettt et 13
II. The Consumer price INAeX NUMDETS ........cceiirieriiieiei ettt seeeneeneas 15
III. Other sources: SOME eXaAMPIES.......ccvuiiiiiiiiiiiiiieee ettt 16
IV BalANCING ...ttt et sttt ettt 17

Chapter 3. Methodology by Product..........eiicnseienisnenssencsssnissssssssanssssassssssssssssssssssssssans 18
CPA A and B Products of agriculture, hunting and forestry; Fish .........c.cccccooviiviiviiiiinieiee, 18
CPAC Products from mining and qUAITYING .......ccoeeieriirienieniniene ettt 24
CPAD  Manufactured ProdUCES ..........coeeeriirieieieeieie sttt ettt et et e e e saeseeeneens 26
CPAE Electrical energy, gas, steam and hot Water ............cceevvieviierieriecie et 41
CPAF CONSLIUCTION WOTK......tieiietieiiiieie ettt ettt et e st e it e st e enbeenseeseesseeseeesnnesnseens 44
CPA G  Wholesale and retail trade services; repair services of cars, households goods etc........ 48
CPAH  Hotel and restaurant SErVICES €C.......cc.evueieieiriririinienteieieieiteeeeresresresseteeeneeeeeneereneens 50
CPA 1 Transport, storage and COMMUNICAION SETVICES ......euerueruierieriieniiniieienieeiteniesieeeenieeieene 51
CPAJ Financial intermediation SEIVICES.........ceoierierierieeiieeieerteestestiesteeteeseesseesseeseeesneenseens 58
CPA K  Real estate, renting and DUSINESS SEIVICES.......ecvvierieriirriirieriesieesieesreereereesseesseesesenens 62
CPAL Public administration and defence services, compulsory social security services.......... 67
CPA M EdUCALION SEIVICES ...ueeuieiiieiieiieiiesitesite et eteeteesttesseesatesnseenseeseesseesseesaneenseenseesseesseesnns 69
CPAN Health and SOCIAl SEIVICES .......eeviiiiieiieiieierite ettt ettt saeeaeeeas 71
CPA O and P Other community, social and personal Services ...........cooeruererriereriiesieseeiere e 74
CPA A to P Summary of deflation methods for oUtpUL..........cccovirieriiiiiiieeeeee 78

Chapter 4 Methods for other parts of the SyStem.........cccceevveinirrinssnicssenisssensssseressescsnns 80
I. Value added at DASIC PIICES ....eeoueruieieiieiieieete ettt st et e e st et e sne e eneas 80
II. Compensation Of EMPIOYEES .......cceiriiriiiiieie ettt ettt et e st esbeeteeseesbeesseesneeenes 82
II. Taxes and sSubsidies 0N PrOQUCTES.......c..coeriiriirierireeee ettt 83
IV. Other taxes and subsidies 0n ProduCtion ............cccveerierieierieiee et 87

Chapter 5 Quarterly and provisional annual acCOUNtS......ccceeevveeieiruricsrerissseressseresserosnns 90
1. General characteristics of the quarterly and the provisional annual accounts ..............ccccceeueeeee. 90
2. Weighting and index number formulae .............cccoveeviiiiiiiieriicicecee e 91
3. Sources and methods for value, price and volume in the quarterly accounts...........c.cceceevereenee 91
4. Consistency between quarterly accounts and annual acCOUNLS............cccereeeiinerienineniieneneenne. 93
5. Time series and seasonal adjustment ProCedure ............cooceerieririererierene et 93



Chapter 1 General background, features and procedures

1.1 Introduction

In the Netherlands, the compilation of industry-by-industry input-output tables as part of the regular
national accounts data goes back to the fifties. From 1980 onwards, i/o tables in constant prices, next
to tables in current prices, became standard procedure. More than fifteen years ago, in the early
eighties, the decision was made to set up a new balancing system, based on supply and use tables both
in current and constant prices. The superiority of the supply and use tables, as a balancing framework
was the main reason for this move. Contrary to i/o tables, supply and use tables make optimal use of
available sources since production statistics, foreign trade statistics, data on consumption and capital
formation all contain information on products. Therefore, the 1986/°87 revision of the Dutch national
accounts not only introduced a great number of improved estimates but it was also the starting point of
a new and better way of national accounts balancing.

Now, years later, it can be concluded that the introduction of supply and use tables has improved the
quality of the estimates. A closer link with source statistics on supply and use in current prices and -
maybe even more important - with price statistics sums up the main reason for this improvement.

1.2 Production approach versus expenditure approach
a. Current price estimates
Production approach

The majority of the data on output, intermediate consumption of goods and services and value added
by industry are derived from annual production surveys, government statistics, statistics on costs and
financing (e.g. health care) etc. An extensive Central Business Register is used in co-ordinating the
surveys on establishments.

Important other sources include annual information on the flows of agricultural commodities in
combination with price information, information on financial and non-financial activities provided by
commercial banks to the Dutch National Bank (DNB), reporting statements from insurance companies
to the Chamber of Insurance, housing statistics in combination with rent surveys and statistics on old
people’s homes.

A minority of estimates of output, e.g. parts of the social service sector and the cultural and recreation
and sports sector, are based on data from statistics on wages, occupied persons, etc.

Expenditure approach

The principal source for the imports and exports of merchandise are the Dutch international trade
statistics. The level of detail in this statistics is very high (over 10 000 product groups).

An important source for the imports and exports of services are the Dutch statistics on international
trade in services. For a number of international service transactions the national accounts data are
derived from production statistics (e.g. transport, manufacturing) and government accounts etc.

The compilation of final consumption expenditure of households is mainly based on a combination of
data from the Budget Survey and the turn over surveys for the retail trade.

A part of the estimate of private consumption is based on commodity flow data, e.g. imputed services
of owner occupied dwellings, health services, life insurance services and social services.

The commodity flow method is also used for some goods and services, such as services of hotels,
cafes and restaurants, directly paid banking services and casualty insurance services.



Final consumption expenditure by the government is derived as a residual (output minus sales) from
the government accounts.

The main sources for the estimates of gross fixed capital formation are the Statistics on fixed capital
formation (several industries), the government accounts, the annual reports of banks and insurance
companies, the statistics on automation and business finance statistics.

Conclusion

It can be concluded that for the greater part of the Dutch supply and use tables both the production
approach and the expenditure approach are applied since estimates on production and expenditure
stem from independent sources. For a minor part of the tables, the production approach is dominant.

b. Constant price estimates
Production approach

The majority of the indicators applied for the deflation of production are directly related to output.
Examples are PPI’s and quantity indices of output. In parts of the service sector, CPI are used as
approximate indicators for the deflation of output. For some industries in the service sector and in the
construction industry, for the time being, input indicators by industry are used for the deflation of
output.

Expenditure approach

Imports and exports of merchandise are mainly deflated by PPI’s for imports and exports by
enterprises.

For imports and exports of services, no direct price indices are available. They are deflated by the
deflators of the corresponding domestic output.

The majority of private consumption of households is deflated by applying consumer price indices. In
other cases, deflators of output are applied.

For gross capital formation, no direct price indices are available. Output deflators are used as
approximate indicators.

Conclusion

For a part of the Dutch supply and use tables in constant prices both the production approach and the
expenditure approach are applied since the deflators for production and expenditure stem from
independent sources. However, since output deflators are used for gross fixed capital formation, for
imports and exports of services and for a part of private consumption of households it can be
concluded that, overall, the production approach is more important than the expenditure approach.

1.3 Simultaneous compilation and balancing of current and constant price tables

Up until the early ’eighties, the integration of national accounts data at Statistics Netherlands was
performed in current prices with a rough deflating procedure afterwards to establish volume changes.
With the final estimate of the year 1981, Statistics Netherlands started experimenting with the
simultaneous compilation of i/o tables in both current and constant prices. The first tables (of the
industry by industry type) were of a rather limited size (200 x 100), but the method proved
nevertheless to be an effective way to estimate good quality current and constant price values, value
indices, volume indices and price indices.



One of the main problems in this compilation process was the lack of homogeneity in an industry-by-
industry i/o table. By implication, this means that in principle each cell has to be broken down into its
main products to calculate correct deflators and thus correct volume measures.

As a result, the second improvement swiftly followed the first: with the revision of 1987, the system
developed into a full-fledged set of supply and use tables describing 250 industries by 800 products.
This set became the main integration framework with the traditional industry-by-industry i/o tables as
an important side product.

A major advantage of compiling price and volume measures within an accounting framework such as
the supply and use tables, is that a check is provided on the numerical consistency and plausibility of
the set of measures as a whole. Another advantage is that price and volume measures for the important
balancing items can be derived. In particular, gross value added can measured at constant prices by
subtracting intermediate consumption at constant prices from output at constant prices, the “double
deflation” method. Double deflation may be used at the level of an individual enterprise, industry or
sector, or for the total economy as a whole by subtracting imports at constant prices from total final
expenditure at constant prices.

Figure 1. Simultaneous balancing of a supply and use table
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1.4 Classification of industries and product groups

A difficult problem to be solved in implementing a supply and use framework is to find a balance
between detail and overview. In other words, how to decide on an optimal number of columns
(imports, output and use by domestic activities and final expenditure) and rows (product groups).

The choice of the number of product groups should at least be based on six important criteria:

* a good match with international product classifications (HN for data on international trade and
CPA for European data dissemination);

* homogeneity of VAT and other taxes;

* availability of data of sufficient quality;

» sufficient “magnitude”;

* homogeneity of price changes;

» the homogeneity in destination (e.g. intermediate consumption or final expenditure).

The reasoning behind these six criteria is mostly self-evident. An important factor is the European
Union. Not only is all data dissemination to the European Union standardised by European law (CPA);
national accounts data has also become an important measuring stick for contributions from member



states to the EU. This explains the importance of homogeneity with respect to VAT and other taxes, as
VAT calculations are used to determine the contribution according to the Third Resource of the
financing of the European Union.

Of course, no classification can completely satisfy all the mentioned features. This would imply a
table of several thousands of products. So, a seventh criterion comes into play: overview. The
balancing process should be as efficient as possible: the number of product groups used in the
balancing process should not surpass “normal human capabilities”. Several revisions of the product
group classification have led to a present number of around §00.

The choice of the number of domestic industries and of final expenditure categories is a balance
between the need for detail in the integration process, a good match with international classifications
and the limitations from the availability of data.

This has led to a choice of some 250 industries and about 10 final expenditure categories. As
information on manufacturing industry is more detailed than data on most services industries,
information on manufacturing in the supply and use tables is somewhat more specific.

1.5 The choice of index number formulae

Part of the design of the system is the choice of index number formulae to be used in the integration
framework. From a practical point of view, two requirements should be imposed on the index number
formulae to be used in compiling constant price data:

¢ additive consistency

* value index = price index * volume index (factor reversal requirement)

In an accounting framework like the supply and use table, additivity simplifies the balancing of the
system. All consistency checks, which are valid in current prices, hold also at constant prices.

The factor reversal requirement means that the value index is completely split up in a volume part and
price part. Nothing is lost.

The SNA’93 favours Fisher’s Ideal Index, because of its close approximation of the theoretical
superlative index formulae like the Tornqvist and Vartia. Disadvantage of the Fisher Index is that it is
demanding in its data requirements, and that its results are not easy to be interpreted and, last but not
least, not additive consistent. This means that the Fisher index is not easily applicable in an accounting
framework where additivity is an important issue. A way out is the use of a combination of Paasche
price indices and Laspeyres volume indices. It can easily be proved that this combination of indices
fulfils the requirements mentioned above.

1.6 The choice of the base year

Another issue in constant price estimation is the choice of the base year. The SNA’93 favours the use
of a changing base year. In practice, this means that t-1 will be the base year. The advantages are clear:
* an up-to-date weighting scheme provides better estimates of growth rates;

* introduction of new goods will be simplified;

» disappearance of goods will be simplified;

* no burdensome rebasing of time series.

Applying several types of index number formulae using the detailed supply and use data of the
Netherlands, shows that Paasche and Laspeyres chain volume indices in general provide a close
approximation of Fisher’s Ideal Index (see De Boer et al., 1998).

A disadvantage when using chain indices to construct time series of values in constant prices of a
certain base year, is that the deflated parts of an aggregate do not add up to the deflated aggregate
itself. The magnitude of this "mathematical discrepancy" varies with the way the aggregate is split up
in different sub groups. See also par 1.7.



In case of a moving base year, the index formulae used are:

Z P*Qq
Paasche price index: o P
2P *Qy
ZPei*Qy
Laspeyres volume index: VI = =—mmmmmmmmemmmmv
ZP*Qu

1.7 Treatment of non-additivity

In the Dutch National Accounts publication, the mathematical discrepancies in constant price tables
are not eliminated, but these tables are left non-additive.

In the publication National Accounts of the Netherlands constant price tables are not presented
separately, but always in conjunction with other tables and in a fixed sequence: current prices, volume
changes, chain volume indices, values at constant prices (by applying these volume indices). Price
changes and chain indices of deflators are given as well.

Statistics Netherlands has carried out an investigation into the character and magnitude of the
mathematical discrepancies for the period 1986 to 1993 (see: De Boer et al., 1998). It appeared that,
especially within final expenditure, differences are quite substantial. Further, mathematical
discrepancies happen to be positive as well as negative.

Also investigated, was the effect on the volume growth rates of eliminating the mathematical
discrepancies by spreading them proportionally over the final demand categories. For some years, the
effects appear to be very serious. For instance for 1992/1993 the growth rate of gross fixed capital
formation changes from —3.1% into —4.1%. The growth rate for private consumption of households
even changes from an increase (+1,0 %) before elimination into a decrease (—0,1%) after elimination
of the mathematical discrepancies.

1.8 General approach for quality changes in products and for new products

Changes in values resulting from changes of quality should be excluded from the price index and
included in the volume index. The volume index = quantity index x quality index. Quality changes
can occur in two ways: changes in the product mix and changes in the (physical) characteristics of
products.

Changes in the product mix:

The requirement of a proper measurement of quality change from changes in the product mix is
fulfilled to a higher degree when transactions are more homogeneous. The number of product groups
in the Dutch supply and use table (800) is considerable. From this point of view, quality changes are
measured reasonably well. Of course, within some of the 800 product groups changes in the product
mix can still occur.

Changes in the characteristics of products:

For the measurement of quality changes of individual products, it is necessary that in price statistics
changes in the value per unit are corrected for changes in the (physical) characteristics of goods and
services. Generally speaking, the Dutch price statistics for production, international trade and private
consumption of households, which are the main source for the deflators applied for the supply and use
table at constant prices, provide price indices, which are not considerably biased by quality changes.



In some cases where price indices are not available quantity indicators are used for the deflation of
output. For instance, with agriculture quantity series are often available for rather homogeneous
products at a low level of aggregation. For some products, where quality changes appear annually,
quantity units are standardised (e.g. milk, sugar beets, potatoes).

In other cases where approximate deflation methods still have to be applied quality measurement is
still poor. However, the projects for the improvement of price and volume methods in the past years
have solved this problems for a considerable part.

For the discussion of the treatment of new and disappearing products the reader is referred to chapter
2.

1.9 Sources and units

At Statistics Netherlands, all source statistics for the supply and use tables are “institutional statistics”.
This basically means that Statistics Netherlands surveys enterprises as they present themselves to e.g.
the tax authorities. The main exception to this rule is the bigger enterprises that are often structured in
a complex or diverse way. In these cases enterprises are asked to create special statistical units which
often correspond to their business units. In practice, the main criterion to distinguish a separate
statistical unit is that output, intermediate consumption, value added and labour costs of such a unit
can be observed separately from other parts of the enterprise. As a result, in the Dutch supply and use
tables output of most industries consists of a main product (or products) and, next to that, still some
other products that are not always directly related to the main product.

1.10 Working procedures

The working procedures of the compilation of supply and use tables at Statistics Netherlands can
(chronologically) be summed up as a column - row - column scheme.

A. Columns: Input from specialists

The data received from source statistics is made complete and consistent with the level of detail of the
reporting year. This work is done by national accounts experts (referred to as “specialists”) who are
each specialised in a group of industries or a final demand category. They are responsible for the
necessary adjustments to meet national accounts definitions and to estimate the “white spots™ not
covered by source statistics. Furthermore, specialists are responsible for a number of additional
estimates, as the source statistics do not always contain all the necessary details. An example would be
the splitting up of the headings “other products™ and “other costs” that are often found in annual
production statistics.

Outputs and inputs are separately deflated by using prices from a central price database in which price
data are stored on foreign trade, producers’ prices and consumer prices. If price data from price
statistics is lacking, additional price or volume indicators are compiled by national accounts
specialists.

The main input from specialists (on production and uses by industry, on final use components and on
foreign trade) in the main automated integration system are the columns of the supply and use tables.

B. Rows: The balancing process

At the start of the integration process, the automated integration system contains a full description at
product and activity level of the year under compilation in current prices and in prices of the year
before (800 product groups and 250 industries in the final estimate). The data set also includes the
corresponding set of data of the year before in current prices.



The integration process is based on the balancing of the rows of the supply and use tables. During the
balancing, data can only be approached and corrected row wise; the columns are “locked”. Differences
between the estimates of the supply and the use of a product group are eliminated by adjusting
elements in either the use table or the supply table. If a figure in current prices is adjusted the
consequences for the corresponding figure in prices of the previous year, the volume index and the
price index are examined. If a figure in constant prices is adjusted, a similar procedure takes place. In
this way the plausibility of an intended correction is checked.

Simultaneous correction of data in current and constant prices makes it possible to analyse the
consequences for operating surplus and for the volume change of value added at the same time; the
same holds for intended corrections on final demand. If, according to the statistical experts, intended
corrections on value added or final demand in either current prices or volume give improbable results,
alternative ways should be found to eliminate the difference. It is possible that simultaneously
balancing in current and constant prices will result in a different allocation of corrections than the
balancing in only current prices.

Balancing by product group is mainly carried out “manually”. Large discrepancies between supply and
demand of a product are analysed and subject to discussions between the integrator and the most
concerned industry and/or final demand specialists. However, the system allows for automatic
balancing of a product group. This facility is mainly used for the elimination of small discrepancies.

No statistical discrepancy between supply and demand is left after balancing. This integration method
implies that GDP according to the production method and GDP according to the expenditure method
are made equal by balancing the underlying data.

One of the consequences of this method is that value added by industry or total imports/exports or
final uses can and will be changed from the data that were used as input from specialists. Wherever
this leads to “unacceptable” changes to the data that were used as inputs, a third step is necessary:

C. Columns: ** Checks and repairs”

As value added and the input structure of industries can be changed in the second step, the results are
checked by the specialists to see whether if the results are acceptable. If not, data are changed in such a
way and as long that all industry and balancing specialists involved agree.

When the balancing phase has been completed, the user of the national accounts has at his disposal a

system of tables containing consistent and detailed data on values, volume changes and price changes
of goods and services. In addition, this system comprises detailed information on levels and trends in
primary incomes and final demand in both nominal and real terms.



1.12 Published constant price data

Introduction

The mentioned tables refer to the publication National Accounts 2006 (published in 2007)
Macroeconomics

Table M 4 Domestic product and national income; alternative definitions

* volume changes in %

* volume indices (2000 = 100)

» value at prices of 2000

* deflators changes in %

e deflators: indices (2000 = 100)

Table M8 Value added (gross, basic prices) by industry and sector

* volume changes in %

e volume indices (2000 = 100)

» value at prices of 2000

* deflators changes in %

e deflators: indices (2000 = 100)

Table M 11 Labour productivity by industry

* volume changes in %
e volume indices (2000 = 100)

Table M 12 Supply and disposition of goods and services (macrototals)

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)

Table M 13 Imports of goods and services by industry and final demand category

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)

Table M 15 Exports of goods and services by industry and re-exports

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)
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Table M 17 Final consumption expenditure by type of goods and services

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)

Table M 18  Final consumption expenditure by object
¢ volume changes in %
Table M 19 Fixed capital formation (gross) by type of capital good

* volume changes in %

* volume indices (2000 = 100)

» value at prices of 2000

* deflators changes in %

e deflators: indices (2000 = 100)

Table M 20  Fixed capital formation (gross) by industry ( on an owner basis)

* volume changes in %

e volume indices (2000 = 100)

» value at prices of 2000

* deflators changes in %

e deflators: indices (2000 = 100)

Supply, use, final demand, industries and commodities
Table G 4 Imports of goods and services by type of expenditure

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)

Table G 7 Exports of goods and services by industry of origin and re-exports

¢ volume changes in %

¢ volume indices (2000 = 100)

» value at prices of 2000

¢ deflators changes in %

¢ deflators: indices (2000 = 100)

Tables G 14 to G 16 Final consumption expenditure by type of goods and services
¢ volume changes in %

¢ volume indices (2000 = 100)
» value at prices of 2000
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Table G 18 Fixed capital formation (gross) by type of capital good

¢ volume changes in %
¢ volume indices (2000 = 100)
» value at prices of 2000

Table G 19 Fixed capital formation of corporations and households incl NPISH (gross) by type of
capital good (on an owner basis)

¢ volume changes in %
¢ volume indices (2000 = 100)
» value at prices of 2000

Table G 20 Fixed capital formation of general government (gross) by type of capital good (on an
owner basis)

* volume changes in %
* volume indices (2000 = 100)
» value at prices of 2000

Table G 22 to 24 Fixed capital formation (gross) by industry (on an owner basis)

¢ volume changes in %
¢ volume indices (2000 = 100)
» value at prices of 2000

Value added
Table P 16 to 18 Value added (gross, basic prices) by industry and sector

* volume changes in %
e volume indices (2000 = 100)
» value at prices of 2000
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Chapter 2 General information on main sources used

1. The Producer Price Indices

1. General information

A considerable part of the price index numbers used for the deflation of commodities in the Dutch
national accounts is from the statistic Producer price indices (PPI). The PPl comprises direct
observations of:

* PPl of the output of manufacturing products, domestic sales

e PPI of the output of manufacturing products, sales abroad

* PPl of manufacturing products, imports

Next to these three PPI in the Dutch national accounts two other price index numbers are used which

are calculated from PPI:

e price index number for the total output of a commodity. This is the weighted average of the PPI
for domestic sales and sales abroad.

* price index number for the domestic purchases of a commodity. This is the weighted average of
the PPI for domestic sales and imports of a product.

See also: para 6 below.

The concepts and definitions of the PPI in the Netherlands are based on The Short-term Statistics
(STS) Council Regulation (The Council Regulation 1165/98 was decided by the European Council in
May 1998 and went into force in June 1998).

The price quotations are used to calculate detailed commodity price indices showing changes in the
price of goods belonging to the same product group for domestic sales, exports and import as separate
categories. The goods are classified according to the Nomenclature of the EC (ProdCom list). Detailed
commodity price indices are combined, applying the Laspeyres formula with fixed weights, into
indices for related groups of commodities as defined by the ProdCom. At the highest level of
aggregation, commodity-based indices relate to groups of commodities represented by the ProdCom 2-
digit level. Base-year weights are revised at least once per five years.

In the majority of cases, prices are reported on a monthly basis. For domestic sales and exports, prices
are basic prices received by the producer i.e. ex-factory; excluding value-added tax and duties minus
subsidies. In the case of imported goods, import prices (c.i.f.) are collected.

From the 1990°s on, the domain of PPI has been extended by services. Examples are freight transport
by road, postal and courier services, telecom services and some categories of business services.
Moreover, PPI like price indexes have been developed for the construction of dwellings and (recently)
for the construction of other buildings.

2. Weighting and index number formulae

From the national accounts point of view there are at least four levels of aggregation, which are
important for the deflation of a commodity:

a. the detailed products from which the price quotations are recorded

b. the commodity level of the producer price indices

c. the commodity classification of the supply and use tables

d. sub aggregates and aggregates in the supply and use tables

13



* From ato b: the internal weighting (importance of a reporting unit) within a commodity is
determined using the sales values per reporting unit derived from the production statistic's. These
weights are updated every five year. The index number formula is Laspeyres-type.

¢ From b to c: the weights when aggregating are derived from detailed national accounts data used
for the preparation of the supply and use tables and/or from production statistics. Updating takes
place with the base-year revision that takes place every five years. The index number formula is
Laspeyres-type.

*  From c to d: the weights when aggregating from c to d are the values in the supply and use tables
of t-1. The basic level in the supply and use table is about 800 commodities. These weights are
updated every year. In this case, the index number formula is (chained) Paasche-type.

3. The selection of products and reporting units

Selecting reporting units:

In order to guarantee a minimum quality of price indices, the following rules apply: per commodity
group the selected reporting units should cover on average 80% of sales (cut-off method). If for a
particular commodity more than 25 reporting units are required in order to attain 80% coverage, a
random sampling method can be applied. It is also possible to take a stratified sample within the
original stratum.

Product selection:

Once the reporting units have been selected, the next step is to select for each reporting unit certain
products within a specified commodity group. The selection of products is based on detailed base year
production and consumption data from different statistical sources.

The reporting unit is asked to specify the price of a product, within the commodity group, which is
representative for e.g. the export. At least one, but normally two or more prices are asked for. If within
a commodity group more products are exported with a different price development, then from each
product two or more prices are asked for. This is also done when -for example- export markets have a
different price development.

4. Price collection

At present producer prices are collected at frequent (monthly or quarterly) intervals. The number of
price quotes is about 27350 prices for about 3700 commodities. The number of establishments covered
in the survey is roughly 5500. Prices are collected by questionnaire as well by phone or by e-mail and
by personal visits.

Plausibility checks are made on the data after intake and the calculation of the lowest level aggregates.
Ad hoc adjustments of the prices may be made on the basis of available information from other
sources as the development of several world trade prices, for example the world trade prices of crude
oil.

5. Selection of replacement items; introducing new units and products

It frequently occurs in practice that a product in price observation changes in certain respects, or - and
this amounts to the same thing - that particular versions (brands, models, types) disappear from the
market to be replaced by others. If the old and new versions differ in terms of quality, the comparison
of the price of the old version at time t-1 and the price of the new version at time t will not give a true
picture of the "real" price development between t-1 and t. In that case, a correction is made for the
change in quality. This is done by adopting a notional price for the old product for period t, which
indicates the actual ("real") price development in relation to period t-1. From period t+1, onwards the
old product is then withdrawn and the new product included in period t.

When a unit ceases to exist because of bankruptcy the unit is excluded in compiling the price index.
For the disappearing product, an other producer (unit) of that commodity will be selected, if possible.
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In case a unit ceases to exist because of a merger or the unit has been broken up into two or more new
units, the products of the existing unit (including the prices and the internal weights) will be
transferred to the unit who will continuance the production of the commodities.

When a unit refuses to respond, its data are estimated. It should be noted that the units are legally
obliged to respond.

6. Price indices derived from PPI

There are no direct PPI available for total output, intermediate consumption and fixed capital
formation of a commodity. For the national accounts, two approximate price index numbers are
calculated from the available direct PPI, which have been discussed in para 1. to 4.

The price index number for the total output of a product is derived as the weighted average of the PPI
for inland sales and sales abroad. The weights are derived from the supply and use tables. Updating
takes place at least once per five years.

For the purpose of the deflation of intermediate consumption and fixed capital formation an
approximate price index number is calculated for the domestic purchases of a commodity. This is the
weighted average of the PPI for inland sales and imports of a commodity. The weights are derived
from the supply and use tables. Updating takes place at least once per five years.

Intended improvements

A critical review of the two presented approximate price indices shows two frailties. The first is that
weights are not changed annually. It is intended to change the weights annually in the near future.
Weights will be derived from the supply and use tables of t-1.

The second frailty is that purchasers’ values are deflated by an average deflator derived from a basic
price deflator and a c.i.f.- price deflator. It is intended to extend and differentiate the calculation. As a
result, separate approximate deflators will be available for fixed capital formation and total
intermediate consumption of a commodity, accounting for trade and transport margins and taxes minus
subsidies. Weights will be derived from the use table of t-1.

II. The Consumer price index numbers
1. General information

Consumer price index numbers (CPI) are used for the deflation of private consumption of households.
CPI are also applied as approximate deflators in case of the lack of PPI for output or for intermediate
consumption. This use of CPI is justified when a number of requirements is fulfilled:

* ahigh percentage of total sales consumed by private households

* low trade and transport margins and taxes

* homogeneity of price changes independent of the consumption category.

The CPI represents the monthly price development of goods and services purchased by private
households. The CPI is an important standard for deflation and is used by enterprises and government
e.g. for the indexation of wages and rents and for the adjustment of tax tariffs.

The published CPI present the average price change of the goods and services bought by the average
Dutch private households in the base year. For deflation purposes in the national accounts the CPI are
applied at least at the detailed 800 commodity level of the supply and use tables (sometimes at a lower
level of detail of private households consumption).
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Every month on a fixed date about 250 interviewers visit a wide range of shops collecting about
100000 price quotations of about 1600 items (goods and services). For some products like fresh
vegetables, prices are quoted three times a month.

Not all prices are collected by external interviewers. A part of the quotations is from written or phone
inquiries. For instance: the prices of train tickets. Also, some prices are collected via the internet. For
items that are sold in supermarkets, part of the prices are collected via scanner data, which are send to
the CBS by two large supermarkets in the Netherlands.

2. Weighting and index number formulae

From the national accounts point of view there are at least four levels of aggregation, which are
important for the deflation of a commodity:

a. the individual price quotations recorded in a reporting unit

b. the item level of the CPI

c. the commodity level of the supply and use table

d. sub aggregates and aggregates in the supply and use tables

* From a to b: the internal weighting for individual price quotations (importance of an outlet) within
an item is mainly related to the market share of the outlets, which sell that item. The index number
formula at this level is a Dutot index. Weights are updated if necessary, for instance if shops
disappear from the market or when new shops appear.

¢ From b to c: the weights are derived from the budget surveys in combination with data from other
sources (e.g. from branch-unions). Until now updating took place at least once every five years.
The index number formula is Laspeyres-type.

* From c to d: the weights used are the private consumption values in the use table of t-1. The basic
level in the supply and use table is about 800 commodities. These weights are updated every year.
In this case, the index number formula is (chained) Paasche-type.

3. Changes of the CPI: annual changes of weights

Recently, the CPI weighting system (e.g. weights from b to c¢) changes annually. The weights are
derived primarily from the national accounts data on private consumption. Information from the
budget survey and other sources will be used to refine the weight structure. As a result, changes in the
spending pattern of private consumers will be reflected more quickly in the CPI. This is an important
improvement of the CPI. It will also be an important improvement of the deflation of private
consumption of households in the national accounts.

II1. Other sources: some examples
1. Quantity indicators

For some specific products (insurance services, education, all kinds of passenger and freight transport,
hospital services, culture and sports etc.) no proper price indices are available for the deflation of
output, but there are (nearly) integral and detailed quantity data. Examples are: number of insurance
policies, number of pupils, passenger kilometres, tonne kilometres, number of discharged patients,
visitors of libraries, visitors of events, etc. The use of these data is a good alternative for the use of
price index numbers.

2. Use of unit-value indices
Unit-value indices are used for the deflation for some specific cases where values and quantities are

available for transactions of homogeneous products (especially bulk goods). Examples are the exports
and imports of certain agricultural products. Another example is the output of certain transport
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services where for a representative number of the reporting units, next to the value of production, data
on tonne kilometres are available.

More often, unit-value indices are used to check the plausibility of other price indicators like the PPI
of exports and imports.

3. Price and quantity data from agriculture related agencies

Especially for specific agricultural products, the value of output is derived from the combination of
price and quantity data at a low level of aggregation. The price data are often provided by semi-
governmental agencies related to the agricultural sector like the Landbouw Economisch Instituut
(Agricultural Economic Institute) and the Productschappen (commodity boards) for horticulture, dairy
products, eggs etc.

4. Annual reports of enterprises

In some cases where proper price indices are not yet available, price and/or quantity data from annual
reports of enterprises are applied for the deflation of output. Examples are telecom services and postal
services.

1V. Balancing

Even though the balancing process is not a real “source” of price and quantity indicators, it plays an
important part in the quality of the estimates. At first for checks of consistency e.g. between PPI and

CPI. More in general values, prices and volumes are checked during the simultaneous balancing of
current price values and constant price values.
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Chapter 3. Methodology by product
Introduction

In the Dutch supply and use tables the goods and services are classified into about 800 commodities.
The inventory of the applied price and volume methods has been carried out separately for each
commodity. The detailed classification of the commodities is only presented for domestic output. Of
course, the same classification holds for imports, intermediate consumption, exports, private
consumption of households, gross fixed capital formation and changes in inventories. However, the
methods used for the deflation of these categories are, generally speaking, the same for all
commodities.

The classification of the deflation methods in this chapter into A, B and C methods is as much as
possible according to the Handbook on price and volume measures in national accounts of Eurostat.

CPA A and B Products of agriculture, hunting and forestry; Fish
1. Output

CPA 01 Products of agriculture, hunting and related services

CPA 0111 Cereals and other crops

Commodity  description qualification
0111110 wheat A
0111130 maize A
0111150 barley A
0111190 other cereals A
0111211 potatoes for breeding A
0111212 potatoes for direct consumption A
0111213 potatoes for starch processing A
0111220 dried legumes A
0111390 other oil seeds A
0111500 sugar beet A
0111600 fodder crop A
0111920 seed for sowing A
0111990 other vegetable matter A
Explanation:

CPA 0111 includes 13 commodities. The total value of output was 1733 mIn Euro in 2004.

Comm 0111110t/m 0111190  Cereals

The value of output is estimated from four sub-commodities by multiplying the price (source: monthly
prices LEI (Agricultural Economic Institute)) and the quantity (source: agricultural surveys CBS). The
coverage of the sources is 100%. The deflation method is classified as A.

Comm 0111211 t/m 0111212  Potatoes (exc. for starch processing)

For both commodities, the value of output in current prices is estimated by multiplying the price
(source: monthly prices LEI) and the quantity (source: agricultural surveys CBS) in combination with
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information from the enterprise network of LEI. The coverage of the sources is 100%. The deflation
method is classified as A.

Comm 0111213 Potatoes for starch processing

The value of output in current prices is estimated by multiplying the price (source: monthly prices
LEI) and the quantity (source: purchases information from the starch processing industry). Prices and
quantities are homogenised by a correction for changes in the starch content percentage of the
potatoes. The coverage of the sources is 100%. The deflation method is classified as A.

Comm 0111220 Dried legumes

The value of output is estimated from six sub-commodities by multiplying the price (source: monthly
prices LEI) and the quantity (source: agricultural surveys CBS). The coverage is 100%. The deflation
method is classified as A.

Comm 01111390 Other oil seeds

The value of output is estimated from six sub-commodities and is estimated by multiplying the price
(source: monthly prices LEI) and the quantity (source: agricultural surveys CBS). The coverage is
100%. The deflation method is classified as A.

Comm 0111500 Sugar beet

The value of output in current prices is estimated by multiplying the price (source: monthly prices of
LEI) and the quantity (source: purchases information from the sugar processing industry). Prices and
quantities are homogenised by a correction for changes in the sugar content percentage of the beet.
The coverage of the sources is 100%. The deflation method is classified as A.

Comm 0111600 Fodder crop

The value of output in current prices is estimated on a low level of detail, mainly by multiplying the
price (source: monthly prices of LEI) and the quantity (source: agricultural surveys CBS). The
coverage of the sources is 100%. The deflation method is classified as A.

Comm 0111920 Sowing seeds

The value of output is estimated from four sub-commodities. Sources are: International trade statistics,
monthly prices of LEI and agricultural surveys of CBS. The coverage is 100%. The deflation method
is classified as A.

Comm 0111990 Other vegetable matter

The value of output is estimated from four sub-commodities by multiplying the price (source: monthly

prices LEI) and the quantity (source: agricultural surveys CBS). The coverage is 100%. The deflation
method is classified as A.
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CPA 0112/3 Products of horticulture

Commodity  description qualification
0112110 onion A
0112120 cabbage A
0112130 cucumber A
0112140 paprika’s A
0112150 tomato A
0112160 lettuce A
0112180 mushrooms A
0112190 other vegetables B
0112211 bulbs A
0112212 prod of cultiv of trees and plants A
0112220 flowers A
0112290 horticulture seeds B
0113230 apples A
0113290 other fruit A
Explanation:

CPA 0112/3 includes fourteen commodities. The total value of output was 7732 min Euro in 2004.
For twelve commodities (89% of value of output) the deflation method is classified as A. The other
two commodities are deflated by a B method.

Comm 0112110 t/m 0112190  Vegetables

The value of output per commodity is estimated by multiplying the price (source: monthly prices LEI)
and the quantity (source: agricultural surveys CBS). Often combined with information from the
auctions. The coverage is 100%. The deflation method is (except for one commodity) classified as A.

Comm 0112211/12/20 Bulbs, products of cultivation of trees and plants, flowers

The value of output is estimated by multiplying the price (source: monthly prices LEI) and the
quantity (source: agricultural surveys CBS), mostly combined with information from the auctions. The
coverage is 100%. The deflation method is classified as A.

Comm 0112290 Horticulture seeds

The value of output is estimated from six sub-commodities. Sources are: International trade statistic,
monthly prices and the enterprise network of LEI and agricultural surveys of CBS. The coverage is
100%. Because of some weaknesses in the data from the international trade statistics the deflation
method is classified as B.

Comm 0113230 and 0113290  Fruit
The value of output is estimated by multiplying the price (source: monthly prices LEI) and the

quantity (source: agricultural surveys CBS), combined with information from the enterprise network
of LEI The coverage is 100%. The deflation method is classified as A.
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CPA 012 Live animals and animal products

Commodity  description qualification
0121110 cattle A
0121120 calves A
0121200 raw milk A
0123110 pigs A
0123120 piglets B
0124100 poultry A
0124200 eggs A
0129100 other animals A
0129200 fleece, skin B
0129300 other animal products B
Explanation:

CPA 0120 includes ten commodities. The total value of output was 8706 mln Euro in 2004. For seven
commodities (94% of value of output) the deflation method is classified as A. For the other three the
method is a B method.

Comm 0121110/20 Cattle and calves

The value of output is estimated from several sub commodities and is mainly estimated by multiplying
the price (source: monthly prices LEI) and the quantity (source: agricultural surveys and abattoir
statistic of CBS). Besides this, information is derived from the international trade statistics and the
enterprise network of LEI. The coverage is 100%. For the main sub commodity (cattle for slaughter)
prices and quantities refer to kg-slaughtered meat. This variable is more homogeneous than kg living
weight. The deflation method is classified as A.

Comm 0121200 Milk

The value of production is mainly by multiplying the price (source; monthly prices of LEI) and the
quantity (source: diary statistic of CBS). The quantities are standardised on the main characteristics:
percentage of fat and percentage of protein. The coverage is 100%. The deflation method is classified
as A.

Comm 0123110 Pigs

The value of output is estimated from several sub-commodities and is mainly estimated by multiplying
the price (source: monthly prices LEI) and the quantity (source: agricultural surveys and abattoir
statistic of CBS). Besides this, information is derived from the international trade statistics and the
enterprise network of LEI. The coverage is 100%. For the main sub-commodity (pigs for slaughter)
prices and quantities refer to kg-slaughtered meat. The deflation method is classified as A.

Comm 0123110 Piglets

The estimate of the value of output in current prices is based on three sub-commodities. The main
source is the enterprise network of LEI (values and quantities), agricultural surveys and the
international trade statistics. The coverage is 100%. Because of some weaknesses in the sources, the

deflation method is classified as B.

Comm 0124100 Poultry
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The value of output is estimated from fifteen sub-commodities, mainly by multiplying the price
(source: monthly prices LEI) and the quantity (source: abattoir statistic of CBS). In addition, important
information is derived from the international trade statistics. The coverage is 100%. The deflation
method is classified as A.

Comm 0124200 Eggs

The value of production is estimated mainly by multiplying the price (source; monthly prices of LEI)
and the quantity (source: Productschap voor pluimvee en eieren (semi-governmental authority for eggs
and poultry)). The coverage is 100%. The deflation method is classified as A.

Comm 0129100 Other animals (goats, horses, sheep)

The value of output is estimated from twelve sub-commodities. Several sources are used: monthly
prices of LEI, abattoir statistic, agricultural surveys and international trade statistics of CBS. The
coverage is 100%. The deflation method is classified as A.

Comm 0129200 Fleece, skin

The value of output is estimated from four sub-commodities. Sources used are: monthly prices of LEI
and international trade statistics of CBS. The coverage is 100%. The deflation method is classified as
B.

Comm 0129300 Other animal products

The value of output is estimated per sub-commodity based on monthly prices from LEI and data from
the international trade statistic. The deflation method is classified as B.

CPA 014 - 050 Other products of agriculture and forestry; fish

Commodity  description qualification
0141100 agricultural services C
0141200 planting and maintenance services

of gardens, parks and cemeteries B
0200000 prod of forestry, logging etc. A
0500100 fish and other fishing products B
Explanation:

CPA 014 - 050 include four commodities. The total value of output 3717 mln Euro in 2004. Deflated
by an A method was 4%, by a B method 40% and by a C method 56%.

Comm 0141100 Agricultural services

Because of the lack of proper price information output is deflated by an index derived from hourly
wages. This is an input method and the deflation method is classified as a C method.

Agricultural services got a low priority in the Dutch price and volume improvement project for two
reasons. First, the possibilities for improvement are considered small. Secondly, the greater part of the
services is provided to the agriculture sector itself. As a consequence, the deflation method only has a
minor influence on the measurement of value added growth per industry and GDP volume growth.
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Comm 0141200 Planting and maintenance services of gardens, parks and cemeteries

Output is deflated by a CPI. The consumption of these services by private households is about one
third of total output. The deflation method is classified as a (weak) B method.

Comm 0200000 Products of forestry, logging and related services

Output is deflated by a price index derived from prices of Christmas trees (source: LEI). Since about
90% of the output are Christmas trees the deflation method can be classified as A.

Comm 0500100 Fresh and chilled fish and other fishing products

Output is deflated by a combination of monthly prices and quantities from fish auctions and CPI. The
deflation method is classified as B.

2. Deflation of Imports

The majority of imports of agricultural products and fish are deflated by representative and detailed
import price indices from the Producers’ price statistics. This deflation method can be classified as A.

Exceptions are potatoes (for planting, for direct consumption, for starch processing), bulbs, products
of cultivation of trees and plants, flowers and horticulture seeds. They are deflated by price indices
derived from monthly prices surveyed by LEI. This information fulfils the same standards as import
prices from the Producers’ price statistics. The deflation method can be classified as A.

3. Deflation of Intermediate consumption

Agricultural products and fish used for intermediate consumption are deflated by the NA price indices
of domestic purchases. For every separate commodity these price indices are derived as a weighted
average of the price index of output (only domestic sales) and the price index of imports. The deflation
method can be classified as A or B.

4. Deflation of Exports

The majority of exports of agricultural products and fish are deflated by representative and detailed
import price indices from the Producers’ price statistics. This deflation method can be classified as A.
Exceptions are potatoes (for planting, for direct consumption, for starch processing), bulbs, products
of cultivation of trees and plants, flowers and horticulture seeds. They are deflated by price indices
derived from monthly prices surveyed by LEI. This information fulfils the same standards as export
prices from the Producers’ price statistics. The deflation method can be classified as A.

Re-exports are deflated by import price indices. The deflation method can be classified as B.

5. Deflation of Private consumption of households

For all relevant agricultural and fresh fish products private consumption of households is deflated by
representative and detailed CPI.

This deflation method can be classified as A.

6. Deflation of Changes in inventories

Changes in inventories of domestic output are deflated by PPI of output.
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All other changes in inventories are deflated by the NA price index of domestic purchases. For every
separate commodity these price indices are derived as a weighted average of the price index of output
(only domestic sales) and the price index of imports The deflation methods can be classified as A or B.

CPA C Products from mining and quarrying
1. Output
Commodity  description indicator qualification
1010000 hard coal
1030000 peat and lignite
1110110 crude petroleum PPI monthly serv A
1110120 condensed matter

from natural gas PPI monthly serv A
1110200 natural gas PPI monthly serv A
1120000 drilling services etc PPI monthly serv A
1320000 non-ferrous metal ores
1410000 monumental or building stone PPI A
1421100 sand PPI A
1421200 gravel PPI A
1422000 clay PPI A
1430000 chemical and fertiliser minerals PPI A
1440000 salt PPI A
1450000 other mining and quarrying prod PPI A
Explanation:

In CPA 10-14 are included fourteen commodities with total value of output of 14184 mIn Euro in
2004.

Comm 1110110-1120000 Crude oil, natural gas etc (excl condensed matter from natural gas)
The estimates of the output in current prices are based on monthly surveys providing values as well as
quantities. Next to quantities, PPI’s are used for deflation purposes. The coverage is 100%. The
deflation method can be classified as A.

Comm 1110120 Condensed matter from natural gas

The value of the output in current prices is based on the combination of a quantity index derived from
the CBS statistic BAP (Balance of crude oil products) and a PPI. The coverage is 100%. The deflation
method can be classified as A.

Comm 141000-145000 Other mining and quarrying products

All commodities are deflated by representative and detailed PPI. The deflation method can be
classified as A.

2. Deflation of Imports

Nearly all imports of products from mining and quarrying are deflated by representative and detailed
import price indices from the Producers’ price statistics. For some commodities unit-value indices
derived from the International trade statistics also play a part. On the one side for checking the price
indices, and on the other with the solution of balancing problems.

This deflation method can be classified as A.
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An exception is the imports of drilling services etc. No price indices are available from the Producers’
price statistics. Output price indices are used as approximate indicators. This deflation method can be
classified as B.

3. Deflation of Intermediate consumption

Products from mining and quarrying used for intermediate consumption are deflated by the NA price
indices of domestic purchases. For every separate commodity these price indices are derived as a
weighted average of the price index of output (only domestic sales) and the price index of imports.
The deflation method can be classified as A or B.

4. Deflation of Exports

Nearly all exports of products from mining and quarrying are deflated by representative and detailed
output price indices from the Producers’ price statistics (only exported goods). For some commodities
unit-value indices derived from the International trade statistics also play a part. On the one side for
checking the price indices, and on the other with the solution of balancing problems. This deflation
method can be classified as A.

Re-exports of imported goods are deflated by import PPI. The deflation method can be classified as a
B method.

5. Deflation of Private consumption of households

Private consumption of households (constrained to a minority of the commodities and only small
values) is deflated by representative and detailed CPI.

This deflation method can be classified as A.

6. Deflation of Changes in inventories

The changes in inventories of domestically produced new goods are deflated by PPI of output.

All other changes in inventories are deflated by the NA price index of domestic purchases. For every

separate commodity these price indices are derived as a weighted average of the price index of output
(only domestic sales) and the price index of imports. The deflation method can be classified as A or B.
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CPA D

Manufactured products

1. Deflation of output

CPA 15 and 16 Food products, beverages and tobacco

Commodity

1511110
1511130
1511190
1511220
1511300
1512100
1513110
1513120
1519000

1520000
1531000
1532000
1533110
1533140
1533190
1533210
1533290
1541100
1541300
1543000
1551113
1551115
1551120
1551203
1551205
1551303
1551305
1551400
1551510
1551523
1551525
1551550
1551590
1552000
1561100
1561210
1561240
1561300
1562210
1562220
1562900
1571010
1571020
1571090
1572000
1581110

description

bovine meat

swine meat

other meat (excl. poultry)
raw hides and skins

fat of animals

poultry meat

processed meat
other meat products

meat offal etc. unfit for
human consumption

proc and pres fish; fish products
proc. and preserved potatoes
fruit and vegetable juices
vegetables, frozen

tomato products

other processed veget products
prepared and preserved veget
other processed fruit

oil and fats

oil cake and comp residuals
margarine etc

milk residual from butter proc
processed milk

processed cream

milk in solid form low fat
milk in solid form high fat
butter

butter in fluid form

cheese

concentrated milk

yoghurt

acidified milk etc.

whey and whey products
other diary products

ice cream

rice

cereal flour

mixes prep for bakers’ wares
other cereal grain products
glucose, fructose, sugars etc.
starches, dextrins etc

other starch products
prepared animal feeds
artificial milk for calves
other animal feeds

prepared pet food

bread

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

pr sch zuivel
pr sch zuivel
pr sch zuivel
PPI

PPI

PPI

PPI

PPI

pr sch zuivel
PPl/prsc zuivel
PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

PPI

qualification

B> > > >0 > >0 > > > > >
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Commodity

1582010
1582090
1583110
1583900
1584110
1584120
1584190
1584210
1584220
1584230
1584900
1585000
1586110
1586130
1587000
1588107
1589110
1589120
1589190
1591000
1592000
1593000
1596000
1597000
1598110
1598123
1598127
1600113
1600115
1600120

Explanation:

description

pastry goods and cakes

other baker’s wares

sugar

secondary prod of sugar proc
cocoa paste

cocoa butter

cocoa powder

chocolate etc in bulk form
chocolate products

sugar confectionery (non-cocoa)
other sweet wares

macaroni, noodles etc

coffee

tea

condiments and seasonings
childrens’ and dietetic food
soups

other prepared baker’s basics
other food wares

distilled alcoholic beverages
alcohol >80%

wines

beer

malt

mineral waters

soft drinks (excl 1598127)
soft drinks processed from milk
cigars etc.

cigarettes

other manufactured tobacco

indicator

PPI
PPI
PPI
PPI
unit value
unit value
unit value
unit value
unit value
unit value
unit value
PPI
unit value
unit value
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

P gt i gt i i S i il e gt e i g e e e i S e g

* InCPA 15 and 16 are included 75 commodities with total value of output of 46072 mIn Euro
in 2004.

*  The majority of the commodities are deflated by representative PPI.

* Nine commodities are deflated by representative unit value indices. These indicators fulfil the
same standards as PPI.
* Five commodities are deflated by price indicators from the “productschap voor zuivel” (semi-
governmental authority for diary products). These indicators fulfil the same standards as PPI.
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CPA 17 Textiles CPA 18 Wearing apparel; furs CPA 19 Leather and leather products

Commodity

1710000
1720000
1740110
1740130
1740150
1740220
1740290
1751000
1752000
1753000
1754100
1754200
1754300
1760000
1771000
1772000
1810000
1821000
1822110
1822130
1822200
1822300
1822400
1823100
1823200
1823300
1824100
1824900
1830000
1910000
1920000
1930100
1930300
1930400

Explanation:

* InCPA 17,18 and 19 are included 34 commodities with total value of output of 3812 mIn

description

textile yarn and thread

woven textile fabrics

blankets, bed linen etc

table linen

curtains etc.

sails for boats, tents etc.

other made-up textile articles
carpets and rugs

rope, netting

non-woven

tulles, lace etc.

felt

other textile articles

knitted and crocheted fabrics
knitted and crocheted hosiery
pullovers, cardigans etc.

leather clothes

work wear

men’s or boys overcoats etc.
women’s or girls’ overcoats etc.
other outerwear for men and boys
other outerwear for women and girls
worn clothing

men’s or boys underwear
women’s or girls’ underwear
t-shirts

babies’ cloths

other cloths

furs and articles of furs

leather

leather products (excl footwear)
footwear

protective footwear
parts of 193...

Euro in 2004.

* All commodities are deflated by representative PPI.

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

S>> > > > > > > > B > > > > > > >
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CPA 20 Wood and products of wood and cork (except furniture), articles of straw and plaiting

materials

Commodity

2010130
2010190
2010200
2010400
2020100
2020200
2030111
2030115
2030120
2030190
2030200
2040000
2051000
2052000

Explanation:

description

sawn softwood

other sawn wood

shaped wood for interm applications
wood waste

boards and panels

veneer, plywood sheets, densified wood
windows, frames for windows and doors
doors

parquet panels

other carpentry

prefabricated wooden products

wooden containers

other products of wood

articles of cork

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > > > > > >

e In CPA 20 are included 14 commodities with total value of output of 2446 mIn Euro in 2004.

e All commodities are deflated by representative PPI.

CPA 21 Pulp, paper and paper products

Commodity

2111000
2112110
2112190
2112200
2112300
2112600
2121000
2122100
2122900
2123000
2124000
2125110
2125120
2125190

Explanation:

description

pulp

newsprint

other paper for graphic purposes
uncoated paper and paperboard
packing paper and paperboard
waste and scrap of paper
containers of paper and paperb
sanitary articles based on paper
household articles based on paper
paper stationery

wallpaper

cigarette paper

labels of paper and paperboard
other paper and paperboard wares

indicator

PPI
PPI
PPI
PPI
PPI

wage index

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

it g i g i A S i

* In CPA 21 are included 14 commodities with a total value of output of 6035 mIn Euro in

2004.

*  Thirteen commodities (95% of value of output) are deflated by representative PPI. One
commodity is deflated by a wage index as no representative PPI is available.

29



CPA 22 Printed matter and recorded media

Commodity

2211100
2211200
2211300
2211900
2212101
2212102
2213102
2213201
2213202
2213901
2213902
2214000
2215000
2221000
2222110
2222120
2222130
2222210
2222290
2222300
2223000
2224000

Explanation:

description

printed matters in single sheets
study books

reference books

other printed books
newspapers, subscriptions
newspapers, advertisements
free newspapers

professional journals, subscr
professional journals, advertisem
other journals, subscriptions
other journals, advertisements
gram. records, tapes and CD’s
postcards, calendars etc.
newspaper printing services
stamps, check forms, banknotes
advertising material etc.

other printing matter

chained forms

note books and agenda’s

other printing services
bookbinding and finishing serv

composition and plate-making serv

indicator

CPI
CPI
CPI
CPI
CPI
CPI
CPI
CPI
CPI
CPI
CPI
PPI
CPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

> > >

qualification
C
B
C
B
B
B
B
B
B
B
C
B
B

* In CPA 22 are included 22 commodities with a total value of output of 11622 mln Euro in

2004.

*  Nine commodities (37% of value of output) are deflated by representative PPI’s.

* Nine commodities (49% of value of output) are deflated by CPI. The method is classified as

B

*  One commodity (6% of value of output) is deflated by a PPI of a closely related commodity.

This method is also classified as B.

e Three commodities (8% of value of output) are deflated by a CPI of a closely related
commodity. This method is classified as C.
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CPA 23 Coke, refined petroleum products and nuclear fuel

Commodity

2310000
2320111
2320131
2320139
2320141
2320151
2320152
2320153
2320160
2320170
2320180
2320211
2320212
2320220
2320300
2330000

Explanation:

description

coke oven products

gasoline for cars

naphtha

other light petroleum oils
kerosene type jet fuel
gasoline for prod of chemicals
gasoline for cars

gasoline for other purposes
other medium petrol oils

oil fuel

lubricating petroleum oils
propane and butanes

liquid petroleum gas for cars
other petroleum gasses
petroleum residuals

nuclear fuel

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > > > > > >

* In CPA 23 are included 16 commodities with total value of output of 19511 mln Euro in 2004.

e All commodities are deflated by representative PPI.

CPA 24 Chemicals, chemical products and man-made fibres

CPA 241 and 247 Chemicals in primary form and man-made fibres

Commodity

2411000
2412100
2412200
2412900
2413110
2413140
2413150
2413320
2413810
2413890
2413900
2414113
2414114
2414115
2414119
2414122
2414125
2414129
2414190
2414221
2414223
2414240

description

industrial gasses

inorganic basic oxides
tannins etc

inorg colouring matter

inorg basic matter

inorg acids

bases and oxides
polyphosphates etc

salts of colloidal, precious metals etc
other salts

other inorganic basic matter
ethylene

propylene

butylene

oth hydrocarbons, open chain
benzene

styrene

oth hydrocarbons, closed chain
halogen etc

methyl alcohol

butyl alcohol

phenols etc

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > > > > > > > > > )

31



Commodity

2414300
2414400
2414520
2414535
2414620
2414630
2414730
2414910
2414990
2415100
2415900
2416100
2416200
2416300
2416400
2415510
2416520
2416540
2416550
2416580
2416590
2416600
2417000
2470100
2470200
2470910
2470920

Explanation:

description

carboxylic acids and derivatives
nitrogen acids

caprolactam

melamine

ketone and quinone funct compounds
ethers etc

distillation products of coal tar

other alcohols

oth organic basic matter

fertilisers

other nitrogen compounds

polymers of ethylene, primary form
polymers of styrene, primary form
polymers of vinyl chloride, prim form
poly-ethers, poly-carbonate etc.
polymers of propylene, primary form
other polymers

polyamides, primary form

urea resins, melamine resins etc.
other plastics, primary form
synthetic plastics

waste and scrap of plastics

synthetic rubber

synthetic fibres and yarn

artificial fibres and yarn

textured yarn

chemical fibres

indicator qualification
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

Pt e i S S i e g e i i s e e g i i i ' e
oe,

* In CPA 241 and 247 are included 49 commodities with total value of output of 25327 mln
Euro in 2004.

* All commodities, except one, are deflated by representative PPI

*  Waste and scrap is deflated by the PPI of waste and scrap of synthetic and artificial fibres and
therefore classified as B.

CPA 242-246 Other chemical products

Commodity

2420110
2420150
2420190
2430110
2430120
2430220
2430240
2430290
2441910
2441920
2442100
2442210
2442240

description

pesticides etc.

fungicides

herbicides

paints, varnishes, water base
paints, varnishes, non-water-base
prepared dryers

printing ink

other paint products
pharmac connections

basic pharm products
medicaments

antisera en vaccines
adhesive dressings etc

indicator qualification
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

> > > > > > > > > > >
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Commodity

2442290
2451100
2451200
2451310
2451320
2451400
2452110
2452120
2452160
2452180
2452190
2461000
2462000
2463000
2464000
2465000
2466000

Explanation:

* In CPA 242-6 are included 30 commodities with total value of output of 10684 mIn Euro in

2004.

e All commodities are deflated by representative PPI

description

other pharmac products

glycerol

org surf active agents (exc soap)
soap products etc

detergents, washing preparations
odiferous prepar and waxes
perfumes etc

skin cure preparations

hair cure preparations

oral and dental cure preparations
other cosmetic products
explosives

glues and gelatines

essential oils

photographic chemical material
prepared unrecorded media

oth chemical products

CPA 25 Rubber and plastic products

Commodity

2511010
2511020
2511090
2512000
2513200
2513710
2513800
25113900
2521100
2521200
2521300
2521400
2522100
2523110
2523120
2523190
2523200
2524210
2524230
2524270
2524900

Explanation:

description

new pneumatic tyres for cars
new pneumatic tyres for bicycles
other tyres

used pneumatic tyres of rubber
plates, tubes etc from rubber
preservatives from rubber

waste and scrap from rubber
other products from rubber

plast rods, sticks and profile shapes
plast tubes, pipes and hoses
plast plates and sheets, (non-c)
plast plates and sheets (other)
plast packaging products

plast floor, wall or ceiling coverings
plast sanitary builder’s ware
other plast builder’s ware

plast prefabr builder’s products
plast self-adhesive tape

plas household articles

plast office supplies

other plastic products

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > > > > > > >

qualification

> > > > > > > > > > > > >

* In CPA 25 are included 21 commodities with total value of output of 5871 mIn Euro in 2004.
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*  All commodities are deflated by representative PPI

CPA 26 Other non-metallic mineral products

Commodity

2611000
2612130
2612190
2613110
2613190
2614000
2615100
2615900
2621000
2629000
2630000
2640000
2651000
2652000
2661110
2661190
2661900
2663000
2669100
2669200
2670000
2681000
2682120
2682160
2682900

Explanation:

description

flat glass

multiple walled glass sheets
other products of flat glass
bottles

other hollow glass

glass fibres

waste and scrap of glass PPI
other processed glass

hh and ornamental ceramic
other ceramic products

ceramic tiles and flags

bricks, tiles etc in baked clay
cement

lime

bricks of concrete

other concrete products
prefabricates of concrete
ready-mixed concrete

plaster ware

other cement ware

processed natural stone
abrasive products

bituminous builder’s materials
non-metallic fabricated fibres etc
other non-metal miner products

indicator

PPI
PPI
PPI
PPI
PPI
PPI

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

B> > > > > >

e In CPA 26 are included 25 commodities with total value of output of 5450 mIn Euro in 2004.
e All commodities are deflated by representative PPI
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CPA 27 Basic metals

Commodity

2710100
2710410
2710420
2710500
2710700
2720000
2731000
2732000
2734000
2735100
2735900
2741000
2742110
2742120
2742200
2743120
2743220
2744100
2744200
2749100
2749200
2750000
2710910
2710920
2742300
2744300
2749300

Explanation:

description

basic iron and steel

fe flat-rolled non-coated

fe flat-rolled coated

fe bars and rods

fe angels, shapes, sections

fe tubes

fe cold drawn products

fe cold-rolled narrow strips

fe wire

fe alloys

other steel products

precious metals

unwrought aluminium
aluminium oxide
semi-finished product of alum
zinc, unwrought

semi finished product of zinc
copper

semi finished product of copper
other non-ferrous, unwrought
other semi finished metal prod
casting services of metal

blast furnace slag

waste fe

waste aluminium

waste copper

waste other non-fe

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > > > > > > > > > >

WWWww

* In CPA 27 are included 27 commodities with total value of output of 7074 mlIn Euro in 2004.
e 22 commodities (89 % of the value of output) are deflated by representative PPI.

e The PPI of the other five commodities (11 % of the value of output) are indirect deflators;

they refer to functional related products. The deflation method can be classified as (weak) B.

CPA 28 Fabricated metal products , except machinery and equipment

Commodity

2810000/
2820000
2821100
2822100
2822200
2830000
2840000
2850000
2861000
2862100
2862200
2863000
2871000

description

metal structures and parts of
tanks/reservoirs/containers
central heating radiators
boilers for centr heating
steam generators

forging, stamping etc

other prod of metal processing
cutlery

hand tools

parts of hand tools

locks and hinges

steel drums

PPI

indicator

PPI
PPI

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > > P> >
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Commodity

2872000
2873000
2874000
2875100
2875900

Explanation:

description

light metal containers

wire products

fasteners, screws etc.

met art for bathroom and kitchen
other metal products

indicator

PPI
PPI
PPI
PPI
PPI

qualification

> > > >

* In CPA 28 are included 18 commodities with total value of output of 13040 mIn Euro in 2004.

* All commodities are deflated by representative PPI.

CPA 29 and CPA 30 Machinery and equipment (incl. office machinery and computers)

Commodity

2911000
2912000
2913000
2919100
2921100
2922100
2923100
2924100
2924200
2924900
2931000
2932100
2939100
2940100
2940300
2940500
2949100
2952000
2953000
2954000
2955000
2956100
2956200
2956900
2959100
2960100
2960200
2971100
2971300
2971400
2971800
2971900
2972000
3001000
3002000
2919200
2939200

description

turbines, engines

pumps and compressors

taps and valves.

parts of 291...

Furnaces and furnace burners
lifting and handling equipment
cooling and ventral equipment
filtering apparatus etc

mach for clean, pack, wrapping
other machines n.e.c.

tractors

other agric and forestry mach
parts of 293...

mach tools removing material
mach tools non-removing mat
pneum and motorised hand tools
parts of 294...

mach for mining, quarr, constr
mach for food, bever, tobac proc
mach for text, appar, leather proc
mach for paper and p. board proc
mach for printing, bookbind etc
miscell spec purpose machinery
mach for other industries

parts of 295...

motorised tanks etc

weapons and ammunition

refrig and freezers hh type

cloth washing machines hh type
electr cooking apparatus

other electr apparatus hh type
parts of 297...

non-electr hh apparatus

office mach and parts thereof
computers and other info process eqmnt
install, repair, maint of 291...
install, repair, maint of 293...

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
wage index
wage index

qualification

it g it i I B i e e e e e g e S S e g e e g e i
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2949200 install, repair, maint of 294... wage index C
2959200 install, repair, maint of 295... wage index C

Explanation:

e In CPA 29 and 30 are included 39 commodities with total value of output of 14881 mlIn Euro
in 2004.

* 35 commodities (84% of value of output) are deflated by representative PPI.

* No representative PPI are available for installation, repairs and maintenance of machinery and
equipment. These commodities are deflated by hourly wage indexes. The deflation method has
to be classified as C.

CPA 31 and CPA 32 Electrical machinery, radio, tv and communication apparatus

Commodity  description indicator qualification
3110100 electric motors PPI A
3110200 electrical transformers PPI A
3110900 parts of 311... PPI A
3120100 switch and prot app and boards PPI A
3120900 parts of 312... PPI A
3130000 insulated wire and cable PPI A
3140000 accumulators etc PPI A
3150150 tungsten halogen lamps etc PPI A
3150190 other electric lamps PPI A
3150200 lighting articles PPI A
3150400 parts of 315.... PPI A
3161000 electr equipm for

engines and vehicles PPI A
3162010 other electr equipment n.e.c. PPI A
3162090 parts of 316... PPI A
3210600 electr integrated circuits PPI A
3210900 other electronic components PPI A
3220110 transmission apparatus PPI A
3220120 TV camera’s PPI A
3220200 appar for line telephony etc PPI A
3220300 parts of 3220200 PPI A
3230100 radio receivers PPI A
3230200 TV receivers PPI A
3230300 app for sound and video

recording and reproducing PPI A
3230800 parts of radio and TV receivers PPI A
Explanation:

e InCPA 31 and 32 are included 24 commodities with total value of output of 4901 mIn Euro in
2004.
* All commodities are deflated by representative PPI.

CPA 33 Medical, precision and optimal instruments, watches and clocks

Commodity  description indicator qualification
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3310000
3320100
3320200
3320800
3330000
3340100
3340200
3340300
3350000

Explanation:

* In CPA 33 are included 9 commodities with total value of output of 6349 mIn Euro in 2004.

medical equipment etc

app for measuring, checking, etc
navigational apparatus

parts of 322....

industr proc contr equipment
spectacles and cont lenses
optical instruments
photographic equipment
watches and clocks

e All commodities are deflated by representative PPI.

CPA 34 Motor vehicles, trailers and semi-trailers

Commodity

3410100
3410200
3410300
3410400
3410500
3420100
3420220
3420290
3420300
3430100
3430200

Explanation:

description

combustion engines
passenger cars

motor veh for > 9 pass
motor veh for transp of goods
motor veh spec purpose
bodies for motor vehicles
caravan type trailers
other trailers

parts for trailers

parts for engines

parts for motor vehicles

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

indicator

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

> > > > > >

qualification

> > > > > > > >

* In CPA 34 are included 11 commodities with total value of output of 8345 mIn Euro in 2004.
e All commodities are deflated by representative PPI.

CPA 35 Other transport equipment

Commodity

3511100
3511210
3511220

3511300
3512000
3511900
3520000
3530300
3530500
3530900
3541100

description

warships

sea going ships and vessels
ships and vessels for

inland water transport
other vessels, platforms etc
pleasure and sporting boats
repair and maintenance of 351..
railway and tramway repair
aircraft

parts of aircraft

repair and maint of aircraft
motorcycles

indicator

PPI
PPI

PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI
PPI

qualification

> > >
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3541200 parts of motorcycles PPI A
3542100 bicycles PPI A
3542200 parts of bicycles PPI A
3543000 invalid carriages PPI A
3550000 other transport equipm n.e.c. PPI A
Explanation:

* In CPA 35 are included 16 commodities with total value of output of 4404 mIn Euro in 2004.

*  Ten commodities (64% of value of output) are deflated by representative PPI.

e The commodities 3511100, 3511210, 3511220 and 3511900 (32% of value of output) are
deflated by the PPI of commodity 3511300. The deflation method has to be classified as C.

¢ The commodities 3530300 and 3530900 are deflated by the PPI of commodity 3530500. The
deflation method has to be classified as C.

CPA 36 Furniture; manufactured goods n.e.c.

Commodity  description indicator qualification
3611000 chairs and seats PPI A
3612000 office and shop furniture PPI A
3613000 kitchen furniture PPI A
3614120 furniture for bedrooms PPI A
3614190 other furniture PPI A
3615000 mattresses PPI A
3619000 parts of 361... PPI A
3621000 coins and medals PPI A
3622000 jewellery PPI A
3630000 musical instruments PPI A
3640000 sports goods PPI A
3650000 games and toys PPI A
3661000 imitation jewellery PPI A
3662000 brooms and brushes PPI A
3663100 fairground amusements PPI A
3663200 drawing and writing implements PPI A
3663300 umbrellas PPI A
3663400 linoleum etc PPI A
3663600 smoking implements PPI A
3663710 entertainment articles PPI A
3663730 combs, sprays, powder etc PPI A
3663750 candles etc PPI A
3663900 other miscell articles n.e.c PPI A
Explanation:

* In CPA 36 are included 23 commodities with total value of output of 3936 mIn Euro in 2004.
e All commodities are deflated by representative PPI.

CPA 37 Recovered secondary raw materials

Commodity  description indicator qualification
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3711000 recovered secondary fe PPI B
3712000 recov secondary other metals PPI B
3721000 recovered secondary stone PPI B
3722000 recovered secondary wood PPI B
3723000 recovered secondary glass PPI B
3724000 recovered secondary plastics PPI B
3725000 recovered secondary rubber PPI B
Explanation:

All commodities (total value of output 459 min Euro in 2004) are deflated by PPI. However, these do
not refer directly to the recovered products. They are the PPI of the new products they compete with at
the basis materials market. The deflation method is classified as B.

¢ recovered secondary fe: the PPI of commodity 2710000 (basic iron and steel

¢ recovered secondary other metals: the PPI of commodity 1320100 (non-fe ores)

¢ recovered secondary stone: the CPI of commodity 14211230 (gravel, granule, crushed stone

used in the construction industry)

* recovered secondary wood: the PPI of commodity 2010400 (sawdust, wood waste and scrap)

* recovered secondary glass: the PPI of commodity 26151110 (waste of glass)

* recovered secondary plastics: the PPI of commodity 2416000 (plastics in primary forms)

* recovered secondary rubber: the PPI of commodity 25131000 (reclaimed rubber)

CPA D All manufactured products

2. Deflation of Imports

Nearly all imports of manufactured products are deflated by representative and detailed import price
indices from the Producers’ price statistics. Especially in the case of homogeneous bulk products, unit-
value indices derived from the International trade statistics also play a part. On the one side for
checking the price indices; on the other hand with the solution of balancing problems.

This deflation method can be classified as A.

Imports of computer equipment are, according to an international agreement, deflated by United
States PPI. This method can be classified as a B method.

Another exception are the imports of recovered secondary raw materials and the imports of waste and
scrap. No price indices are available from the Producers’ price statistics. Output price indices and unit-
value indices derived from the International trade statistics are used as approximate indicators. This
deflation method can be classified as B.

3. Deflation of Intermediate consumption

Manufactured products used for intermediate consumption are deflated by the NA price indices of
domestic purchases. For every separate commodity these price indices are derived as a weighted
average of the price index of output (only domestic sales) and the price index of imports. The deflation
method can be classified as A or B.

4. Deflation of Exports

Nearly all exports of manufactured products are deflated by representative and detailed output price

indices from the Producers’ price statistics (only exported goods). Especially in the case of
homogeneous bulk products, unit-value indices derived from the International trade statistics play also
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a part. On the one side for checking the price indices; on the other hand with the solution of balancing
problems. This deflation method can be classified as A.

Imports of computer equipment are, according to an international agreement, deflated by United
States PPI. This method can be classified as a B method.

Another exception are the exports of recovered secondary raw materials and the exports of waste and
scrap. No price indices are available from the Producers’ price statistics. Output price indices and unit-
value indices derived from the International trade statistics are used as approximate indicators. This
deflation method can be classified as B.

Re-exports are deflated by price indices of imports. This deflation method can be classified as B.
5. Deflation of Private consumption of households

For all relevant manufactured products private consumption of households is deflated by
representative and detailed CPI.
This deflation method can be classified as A.

6. Deflation of Gross fixed capital formation

Manufactured capital goods are deflated by the NA price indices of domestic purchases. For every
separate commodity these price indices are derived as a weighted average of the price index of output
(only domestic sales) and the price index of imports The deflation method can be classified as A or B.

Gross fixed capital formation of computer equipment is, according to an international agreement,
deflated by the United States price index of gross fixed capital formation. This method can be
classified as a B method.

7. Deflation of Changes in inventories

The changes in inventories of domestically produced new goods are deflated by PPI of output.

All other changes in inventories are deflated by the NA price index of domestic purchases. For every
separate commodity these price indices are derived as a weighted average of the price index of output
(only domestic sales) and the price index of imports. The deflation method can be classified as A or B.

CPAE Electrical energy, gas, steam and hot water

1. Output

Commodity  description qualification

4010100 prod and distr of electricity PPI A
4020120 blast furnace gas PPI B
4020200 distribution of natural gas PPI A
4030000 steam and hot water supply PPI A
4040000 transport fees PPI A
4100000 collected and purified water PPI A
Explanation:

e CPA 40 and 41 include five commodities. The total value of output is 24985 mln Euro in
2004.
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* Five commodities are deflated by representative PPI.
* The sale of blast furnace gas, which is a barter transaction, is deflated by a representative PPI
of. The deflation method has to be classified as B. However, the value of output is less than
0,5% of the total.
2. Deflation of Imports
There are only imports of electricity. They are deflated by a unit value index derived from the
International trade statistics.
This deflation method can be classified as B.
3. Deflation of Intermediate consumption

Comm 4010100 Production and distribution of electricity

The deflation of the purchases of produced electricity (about 50% of intermediate consumption) by the
distributors of electricity is based on the quantity index of the purchases.

The other intermediate consumption of electricity is deflated by the PPI. It has to be mentioned that
the use of the output price index is not a proper solution here because of the special energy tax on
electricity which increases very quickly.

This deflation method can be classified as B.

Comm 4020120 Blast furnace gas

All blast furnace gas is consumed by the producers of electricity. It is deflated by the output price
index.

This deflation method has to be classified as B.

Comm 4020200 Distribution of natural gas

Intermediate consumption of distributed natural gas is deflated by the PPI. It has to be mentioned that
the application of the output price index for the deflation of intermediate consumption is not a proper
alternative solution because of the special energy tax on natural gas which increases very quickly.
Mention: intermediate consumption refers here to relatively small users of natural gas. The
intermediate consumption by large users like the chemical industry are included in commodity
1110200.

This deflation method can be classified as B.

Comm 4030000 Steam and hot water supply

Intermediate consumption is deflated by the price index of output. There is no special energy tax on
hot water etc.

This deflation method can be classified as B.
Comm 4040000 Transport services

Intermediate consumption is deflated by the price index of output. This deflation method can be
classified at least as B.

Comm 4100000 Collected and purified water
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Intermediate consumption is deflated by the price index of output.

The deflation method can be classified at least as B.

4. Deflation of Exports

There are only exports of electricity. They are deflated by a unit value index derived from the
International trade statistics.

This deflation method can be classified as B.

5. Deflation of Private consumption of households

Private consumption of households is deflated by representative and detailed CPI.
This deflation method can be classified as A.
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CPAF Construction work
1. Output
a. Present price indices used to deflate the output of construction work

Two price indices referring to products of construction work are used for the deflation in the national
accounts. In addition CPI are used for the deflation of maintenance of dwellings and other buildings. A
short explanation.

PINW: Indexcijfer van de productieprijs van woningen (index of the production price of dwellings).

The PINW has the characteristics of an output price index. It is based on the observation of prices of
dwellings with constant characteristics and quality. The method can be classified as B.

PING: Indexcijfer van de productieprijs van gebouwen (index of the production price of other
buildings).

The PING has recently been developed. It has the characteristics of an output price index. It is based
on the observation of prices of dwellings with constant characteristics and quality. The method can be
classified as B.

PWB: Prijsindexcijfers van wegenbouw (price indices of the construction of roads etc.).

The PWB is a price index which has been calculated four times a year for five branches: construction
of sewer systems, roads with open asphalt, roads with closed asphalt, mechanical spadework and
maintenance of roads.

The price index is based on an average of the prices of wages, the main building materials and the
services of equipment. Because of the lack of a proper alternative, this price indicator is used for the
deflation of the construction of roads, water projects etc. in the national accounts.

Since the deflator is an average of price changes of inputs it has to be classified as a C method.

CPI: Consumer price indices of the maintenance of dwellings.

The Dutch CPI includes a number of items referring to the maintenance of dwellings: painting,
plumbing, repair of windows, joiner, repair of central heating. The use of these CPI for the deflation of
maintenance of dwellings is classified as B.

Because of a lack of a proper alternative, these CPI are also used for the deflation of the maintenance
of other buildings. Because of the correspondence between the maintenance of dwellings and other
buildings this deflation method is also classified as (weak) B.
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b. Survey of deflation methods per commodity

CPA 451 Site preparation work

Commodity

4511010
4511020
4511030
4519010
4519020
4519030

CPA 452 Works for complete constructions (or parts thereof); civil engineering work

Commodity

4521011
4521012
4521021
4521022
4521031
4521032
4521300

4522011
4522012
4522021
4522022
4523110
4523130
4523200
4524000
4525211
4525221
4525231
4525311
4525321
4525331
4525511
4525512
4525521
4525522
4525900

description

demolition of dwellings
demolition of oth buildings
demolition of roads, bridges etc
excavating for dwellings
excavating for oth buildings
excavating for roads etc

description

construction of dwellings
maintenance of dwellings
construction of oth buildings
maintenance of oth buildings
construct of bridges, tunnels etc
maintenance of bridges etc
constr of pipelines, commun
and power cables etc

new roof covering dwellings
maint roof covering dwellings
new roof covering oth buildings
maint roof cov oth buildings
construction of roads etc

constr of railways and airfields
constr of sport facilities

constr of water projects

pile driving dwellings

pile driving oth buildings

pile driving bridges etc
reinforced concrete work dwell
reinforced concrete work build
reinforce concr work bridges etc
new masonry dwellings

maint masonry dwellings

new masonry oth buildings
maint masonry oth buildings
other stretched constr work

indicator

pinw
ping
pwb
pinw
ping
pwb

indicator

pinw
CPI
ping
CPI
pwb
pwb

pwb
pinw
CPI
ping
CPI
pwb
pwb
pwb
pwb
pinw
ping
pwb
pinw
ping
pwb
pinw
CPI
ping
CPI
pwag

qualification

oo RO RO RGN

qualification
B
B
B
B
C
C
C
B
B
B
B
C
C
C
C
B
B
C
B
B
C
B
B
B
B
C
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CPA 453 Building installation work

Commodity

4531011
4531012
4531021
4531022
4532011
4532012
4532021
4532022
4533011
4533012
4533021
4533022
4534031
4534032

CPA 454/5 Building completion work; rental of equipment

Commodity

4541011
4541012
4541021
4541022
4542011
4542012
4542021
4542022
4543010
4543020
4544011
4540012
4544021
4544022
4545000
4549000

4550000

description

new electric work dwellings
maint electric work dwellings
new electric work oth buildings
maint electric work dwellings
new inst ch dwellings

maint centr heat dwellings

new inst ch oth buildings

maint centr heat oth buildings
new plumb work dwellings
maint plumb work dwellings
new plumb work oth buildings
maint plumb work oth buildings

new electr work roads, bridges etc

maint el work roads, bridges etc

description

new plastering work dwellings
maint plaster work dwellings
new plastering work oth build
maint plaster work oth build
new joinery work dwellings
maint joinery work dwellings
new joinery work oth build
maint joinery work oth build
floor and wall cover work dwell
floor and wall cover w oth build
new painting work dwellings
maint painting work dwellings
new painting work oth buildings
maint painting work oth build
other building completion work
oth compl work roads,

bridges, water projects

renting of construction equipm

indicator

pinw
CPI
ping
CPI
pinw
CPI
ping
CPI
pinw
CPI
ping
CPI
pwag
CPI

indicator

pinw
CPI
ping
CPI
pinw
CPI
ping
CPI
pinw
ping
pinw
CPI
ping
CPI
pwag

pwb
ping

qualification

ssBiveRiveRiveRiveliveliveiiveRive ool ool ve)

qualification
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¢. Summary of methods per CPA-group:

A B C
CPA 451 1884 0 0 1884
CPA 452 46527 0 35105 11422
CPA 453 12855 0 10141 2714
CPA 454/5 8807 0 5892 2915
CPA F 70073 0 51138 18935
100,0 0,0 73,0 27,0

2. Deflation of Imports

Imports of construction work per commodity is deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.

3. Deflation of Intermediate consumption

Construction work used for intermediate consumption per commodity is deflated by the deflator of
output.

The classification of this deflation method depends of the classification of the deflation of output.

4. Deflation of Exports

Imports of construction work per commodity is deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.

5. Deflation of Private consumption of households

Private consumption of households per commodity is deflated by representative and detailed CPI.
This deflation method can be classified as A.

6. Deflation of Gross fixed capital formation

Capital goods per commodity are deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.
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CPA G Wholesale and retail trade services; repair services of cars, households goods
etc

a. Wholesale and retail trade margins
The total value was 87104 mIn Euro in 2004. Trade margins were deflated by a B method.
Comm 9993100 (part I) Wholesale trade margins on exports

The volume index of wholesale trade margins on exports is calculated separately for every exported
commodity. It is estimated using the assumption that the volume of margins follows the volume of
exports.

This deflation method can be classified as B.

Comm 9993100 (part 1) Other wholesale trade margins

The volume index of wholesale trade margins (excl. exports) is calculated separately for every
commodity. It is estimated using the assumption that the volume of margins follows the volume of
[intermediate consumption plus private consumption of households (excl. retail trade margins) plus
gross fixed capital formation].

This deflation method can be classified as B.

Comm 9993300 Retail trade margins

The volume index of retail trade margins is calculated separately for every commodity. It is estimated
using the assumption that the volume of margins follows the volume of private consumption of
households.

This deflation method can be classified as B.

b.  Other trade services

The total value was 5793 mln Euro in 2004. Other trade services were deflated by a B method

Comm 9993210 Commission trade services elc.

Because of a lack of direct price indicators, the output of commission trade services is deflated by the
average price index derived for total wholesale trade margins (see: commodity 9993100). The same
index is used for the deflation of imports, exports and intermediate consumption of commission trade
services.

This deflation method can be classified as (weak) B.

Comm 9993220 Transit trade services

Because of a lack of direct price indicators, the output of transit trade services is deflated by the
average price index derived for total wholesale trade margins (see: commodity 9993100). The same

index is used for the deflation of exports.
This deflation method can be classified as (weak) B.
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¢. Maintenance and repair services of motor vehicles, personal and household goods

1. Output

Commodity  description indicator qualification
5020000 maint and repair of cars CPI B
5040000 maint and rep of motorcycles CPI A

5271000 repair serv of shoes, boots etc CPI A

5279000 repair serv of oth hh goods CPI A
Explanation:

The total value of output was 7725 min Euro in 2004. The majority (94%) was deflated by a B
method. The other 6% by an A method.

Comm 5020000 Maintenance and repair of motor vehicles

The output is deflated by the CPI. The share of private consumption of households in the output is
about 50%. A considerable part of the remaining 50% refers to repair and maintenance of lorries,
delivery vans etc. Probably, the price movements do not always coincide with the price movements of
personal car repair.

Therefore, the deflation method is classified as B.

Comm 5040000 — 5279000  Maintenance of personal and household goods

The output is deflated by CPI. The share of private consumption of households is (nearly) 100%.
The deflation method is classified as A.

2. Deflation of Intermediate consumption

Maintenance and repair services used for intermediate consumption are deflated by the CPI.
The classification of the deflation method is B.

3. Deflation of Private consumption of households

Private consumption of households is deflated by representative and detailed CPI.
This deflation method can be classified as A.
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CPA H Hotel and restaurant services etc.

1. Deflation of output

Commodity  description private cons
in % of output
approximately

5510000 hotel services 40

5520000 camping sites; other short stay 95

5530000 food serving services 75

5540000 beverage serving services 90

5550000 canteen and catering services 25

Explanation:

In CPA 55 are included five commodities with total value of output of 16206 mln Euro in 2004.
The output of each commodity is deflated by the CPI.

For commodities 5520000 — 5540000 the majority of output is consumed by private households. So,

indicator

CPI
CPI
CPI
CPI
CPI

qualification

> > >

the CPI can be considered very representative for the price change of output. The deflation method is

classified as A (74%in 2004).

For commodities 5510000 and 5550000 the share of private consumption is less. Besides that, it is not

sure that price movements for intermediate consumption are always comparable with private
consumption. Therefore, the deflation method for these two commodities is classified as B (26% in

2004).

2. Deflation of Intermediate consumption

Hotel and restaurant services used for intermediate consumption are per commodity deflated by the

price index of domestic output.

For the classification of the deflation method, see output.

3. Deflation of Private consumption of households

Private consumption of households is deflated by representative and detailed CPI.

This deflation method can be classified as A.
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CPA I Transport, storage and communication services

CPA 60-63 Transport and storage services

1. Output
Comm name
6010100 pass transp by railways
6010200 freight transport by railways
6020100 pass transp by bus, tram etc
6022000 pass transp by taxi
6023000 other land transp pass
6024000 freight transp by road
6029000 rental of busses and lorries
6030000 freight by pipelines
6110100 sea transp passengers
6110110 ferries
6110200 sea freight transport
6110310 rental of sea vessels
6110320 towing and pushing
6120100 inl wat transp pass
6120210 inl wat freight transp
6120220 inl wat bulk prod transp
6120300 inl wat other activities
6210100 scheduled pass transp by air
6210200 scheduled freight tranp by air
6220100 non-sched pass transp by air
6220200 non-sched freight tranp by air
6220300 rental of aircrafts
6311000 cargo handling
6312000 storage and warehousing
6321000 parking services etc
6322010 pilotage and berthing
6322090 other supp serv for water transp
6323000 other supp serv for air transp
6330010 organisation of pack tours
6330020 sales of tickets on fee basis etc
6340000 freight transp intermed
9993400 transport margins:

freight transp by road

freight by pipelines

other product groups
Explanation:

CPA 60-63 includes 31 commodities plus transport margins. The total value of output was 42207 mIn
Euro in 2004. Deflated by A methods is 41% value of output; deflated buy B methods is 56 % of value

of output and deflated by C methods 3% of value of output.

indicator qualification
pass km B
tonnekm B
p/v tickets by kind A

CPI A
quant/CPI B
PPI A

PPI of new equipm B
hourly wage rates

number pass B
CPI A

ISL tariffs B
ISL tariffs B
hourly wage rates

CPI A
tonnekm B
tonnekm B
hourly wage rates

pass km

tonnekm

pass capac km

freight capac km

PPI of new equipm
handled tons

handled tons

CPI

reg tonnes of handled vess
reg tonnes of handled vess
pass/handled aircrafts

CPI A
CPI

tonnes

PPI A

hourly wage rates

Comm 6010100 Interurban passenger transportation by railways
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This commodity is deflated by a quantity indicator: passenger kilometres. The coverage is 100%.
The deflation method is classified as B.

Comm 6010200 Freight transportation by railways

This commodity is deflated by a quantity indicator: tonne-kilometres. The coverage is 90%. The other
10% of the output are deflated by a unit value index derived from the known 90%.
The deflation method is classified as B.

Comm 6020100 Passenger transportation by busses, trams and metro’s

This commodity is deflated by weighted quantity indicators: number of tickets by kind. The Ministry
of Transportation provides the value and quantity of sales for about fifteen homogeneous kinds of
tickets. The coverage is 100%. The separate quantities are weighted by the value of sales in t-1.

The deflation method is classified as A.

Comm 6022000 Passenger transportation by taxi

This commodity is deflated with the CPI for passenger transportation by taxi. About 70% of the output
is consumed by private households.
The deflation method is classified as A.

Comm 6023000 Other land passenger transportation

The majority of this commodity is non-scheduled passenger transportation by buses.

Where the value of output refers to trips outside of the country, deflation is based on weighted quantity
indicators: bus-kilometres, passenger kilometres, number of trips and number of passengers. Weights
are based on an expert guess. Where the value of output refers to inland transport, a CPI is applied.
The deflation method is classified as B.

Comm 6024000 Freight transportation services by road

PPI’s are available for six types of freight transportation and separately for transport to other countries
and inland transport. The weights are derived from the production surveys.

The deflation method is classified as A.

Comm 6029000 Rental of busses and lorries

There is no direct PPI available. Therefore, the output is deflated by the PPI of new equipment.
According to the Handbook on prices and volumes this can be classified as a B method.

Comm 6030000 Transportation services via pipelines

There is no PPI available. Output is deflated by a quantity indicator: tonne-kilometres (source:
Transportation statisics CBS).

This is classified as a C method.

Comm 6110100 Sea and coastal water passenger transportation

This commodity is deflated by a quantity indicator: number of passengers (source: Transportation
statistics CBS). The coverage is 70%. The other 30% of the output is deflated by a unit value index

derived from the known 70%.
The deflation method is classified as B.
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Comm 6110110 Transportation by ferries

This commodity is deflated by a CPI. Private households consume almost half of the output.
The deflation method is classified as A.

Comm 6110200 Sea and coastal water freight transportation and Comm 6110310 Rental services of
sea-going vessels

The output of both commodities is deflated by a tariff index of international sea freight transport
published by the ISL Bremen (Institute of Shipping Economics and Logistics) . The industry experts
have the opinion that these deflators are fairly representative for Dutch water freight transport.

The deflation method is classified as B.

Comm 6110320 Towing and pushing services

There is no PPI available. Output is deflated by a price index derived from hourly wage rates.
This is classified as a C method.

Comm 6120100 Passenger transportation by vessels on inland waterways

This commodity is deflated by a CPI. Private households consume nearly all output.
The deflation method is classified as A.

Comm 6120210 Freight transportation by vessels on inland waterways

This commodity is deflated by a quantity indicator: tonne-kilometres (source: Transportation statistics
CBS). The coverage is 90%. The other 10% of the output is deflated by a unit value index derived
from the known 90%.

The deflation method is classified as B.

Comm 6120220 Transportation of crude oil and other bulk liquids or gasses by vessels on inland
water ways

This commodity is deflated by a quantity indicator: tonne-kilometres (source: Transportation statistics
CBS). The coverage is 90%. The other 10% of the output is deflated by a unit value index derived
from the known 90%.

The deflation method is classified as B.

Comm 6120300 Other activities by vessels on inland waterways

There is no PPI available. Output is deflated by a price index derived from hourly wage rates.
This is classified as a C method.

Comm 6210100 Scheduled passenger transportation by air

This commodity is deflated by a quantity indicator: passenger kilometres (source: air-transport
companies). The coverage is 90%. The other 10% of the output is deflated by a unit value index
derived from the known 90%.

The deflation method is classified as B.

Comm 6210200 Scheduled freight transportation by air
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This commodity is deflated by a quantity indicator: tonne-kilometres (source: air-transport
companies). The coverage is 90%. The other 10% of the output is deflated by a unit value index
derived from the known 90%.

The deflation method is classified as B.

Comm 6220100 Non-scheduled passenger transportation by air

This commodity is deflated by a quantity indicator: passenger capacity tonne-kilometres kilometres
(source: air-transport companies). The coverage is 50%. The other 50% of the output is deflated by a
unit value index derived from the known 50%.

The deflation method is classified as (weak) B.

Comm 6220200 Non-scheduled freight transportation by air

This commodity is deflated by a quantity indicator: freight capacity tonne-kilometres kilometres
(source: air-transport companies). The coverage is 80%. The other 20% of the output is deflated by a
unit value index derived from the known 80%.

The deflation method is classified as B.

Comm 6220300 Rental of aircrafts

There is no direct PPI available. Therefore, the output is deflated by the derived price-index of
commodity 6220200.
According to the Handbook on prices and volumes this can be classified as a B method.

Comm 6311000 Cargo handling services

This commodity is deflated by a quantity indicator: handled tons of freight (source: Transportation
statistics CBS). The coverage is 70%. The other 30% of the output are deflated by a unit value index
derived from the known 70%.

The deflation method is classified as B.

Comm 6312000 Storage and warehousing

This commodity is deflated by a quantity indicator: handled tons of freight (source: Transportation
statistics CBS). The coverage is 70%. The other 30% of the output is deflated by a unit value index
derived from the known 70%.

The deflation method is classified as B.

Comm 6321000 Other supporting services for land transport

The majority of the output refers to parking garages. This commodity is deflated by a CPI. Private
households consume a minority of the output. However is seems to be a fair assumption that (changes
of) tariffs are uniform.

Therefore, the deflation method is classified as B.

Comm 6322010 Pilotage and berthing

This commodity is deflated by a quantity indicator: registered tons of handled sea-vessels (source:
Transportation statistics CBS). The coverage is 90%. The other 10% of the output is deflated by a unit
value index derived from the known 90%.

The deflation method is classified as B.

Comm 6322090 Other supporting services for water transport
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This commodity is deflated by a quantity indicator: registered tons of handled sea-vessels (source:
Transportation statistics CBS). The coverage is 50%. The other 50% of the output is deflated by a unit
value index derived from the known 50%.

The deflation method is classified as (weak) B.

Comm 6323000 Other supporting services for air transport

This commodity is deflated by a combination of two quantity indicators: number of passengers
departures and arrivals and number of aircraft departures and arrivals (source: Transportation statistics
CBS). The coverage is 90%. The other 10% of the output is deflated by a unit value index derived
from the known 10%.

The deflation method is classified as B.

Comm 6330010 Organisation of package tour services

The output is deflated by the CPI. Private households consume nearly all output.
The deflation method is classified as A

Comm 6330020 Sales of travel tickets etc on a fee basis; tourist information services etc

The output is deflated by the CPI of package tours. This deflator is not representative for services
referring to the sale of tickets etc.

The deflation method is classified as C.

Comm 6340000 Freight transport agency services

This commodity is deflated by a price-index derived from hourly wage rates . The coverage is 70%.
The other 30% of the output is deflated by a unit value index derived from the known 70%.

The deflation method is classified as B.

2. Deflation of Imports

There are no import price indices available from the Producers’ price statistics. All imports of
transport and storage services are deflated by the corresponding output deflators.

According to the Handbook on prices and volumes the deflation method can be classified as B.

3. Deflation of Intermediate consumption

Transport and storage services used for intermediate consumption (excl transport margins) are deflated
by the deflators of output.

This deflation method can be classified as B.

4. Deflation of Exports

Exports of freight transportation services by road

These exports are deflated by the PPI for transport to other countries, which is the weighted average of
the PPI for six sub-commodities (see the explanation above with output).

The deflation method can be classified as A.

Other exports of transportation and storage services

There are no specific export price indices available from the Producers’ price statistics. All exports are

deflated by the corresponding output deflators.
According to the Handbook on prices and volumes the deflation method can be classified as B.
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5. Deflation of Private consumption of households

Private consumption of households is deflated by representative and detailed CPI.
This deflation method can be classified as A.

CPA 64 Post and telecommunication services

1. Output

Comm name indicator qualification
6411100 post office counter services hourly wage rates C
6411900 postal services PPI/CPI A

6412000 courier services PPI A

6420000 telecommunication services

part 1 TV and radio cable services CPI A

part 2 traditional telephone services PPI/CPI A

part 3 mobile telephone services PPI/CPI A

part 4 carrier serv, network serv etc unit value index C

part 5 other telecom activities PPI B

CPA 64 includes four commodities. The total value of output is 23237 mln Euro in 2004. Deflated by
an A method is 77%; deflated by a B method 7% and deflated by a C method 16%.

Explanation:

Comm 6411100 Post office counter services

No PPI are available. The output is deflated by an hourly wage index.

The deflation method is classified as C. However, this is not a serious problem since the output is
rather small and the services are delivered to intermediate use (especially the postal and banking
industries)

Comm 6411900 National postal services

The deflation of this commodity is based on PPI which have recently have become available. The
deflation method can be classified as A.

Comm 6412000 Courier services (excl national post services)

The deflation of this commodity is based on PPI which have recently have become available. The
deflation method can be classified as A.

Comm 6420000 Telecommunications services

This is a very heterogeneous commodity group. For deflation purposes the commodity is separated
into a number of subgroups.

* TV and radio cable services. The output is deflated by the relevant CPI. The deflation method can
be classified as A.

56



* Traditional telephone services. The output consumed by households is deflated by two CPlIs: for
subscriptions and for time consumption. The output consumed by intermediate users is deflated by
a PPI that recently has become available. The deflation method can be classified as A.

*  Mobile telephone services. The output consumed by households is deflated by the relevant CPI.
The output consumed by intermediate users is deflated by a PPI that recently has become
available. The deflation method can be classified as A.

* Internet services. The output is deflated by relevant CPI. The deflation method can be classified as
A.

* Carrier services, network services etc. No specific PPl is available. The deflation of this part of the
output is based on unit value indexes derived from value and quantity information from the annual
reports of telecom companies. Since the indicators are rather rough, the deflation method has to be
classified as C. Although the amounts of production, intermediate use, imports and exports are
considerable, the impact of the deflation method on the volume measurement of GDP and value
added by industry is negligible, as exports and imports nearly balance and the majority of the
domestic consumption is by the telecom sector itself.

e Other telecom services. This product group is deflated by an average of the PPI for traditional
services and mobile services. The deflation method can be classified as B.

2. Deflation of Imports
There are no import price indices available from the Producers’ price statistics.
The imports of postal services and courier services are deflated by the corresponding output deflators.

The majority of imports of telecom services are deflated by the output deflator of international
network services.

3. Deflation of Intermediate consumption

The use of telecom services by the telecom industry itself (provided by domestic and foreign network
suppliers) is deflated by the output deflators of carrier and network services.

The other intermediate consumption of telecom services is deflated by the weighted average of the
output deflators for the mix of services used by intermediate consumers.

4. Deflation of Exports

Comm 6412000: The PPI for courier services is divided in a national part and a international part. The

international part is used to deflate exports.

Comm 6411900: The PPI for post services also consists of postal rates to foreign countries> This is
used as a deflator for export.

The majority of exports of telecom services are deflated by the output deflator of international network
services.

5. Deflation of Private consumption of households
For postal services, cable services, internet services and traditional and mobile telephone services

private consumption of households is deflated by representative and detailed CPI. This deflation
method can be classified as A.
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CPAJ Financial intermediation services

CPA 65 Financial intermediation services, except insurance and pension funding services

1. Output
Comm name indicator qualification
6511000 financ interm outside FISIM
part 1 directly paid services volume B
part2 directly paid services hourly wage index C
part3 SPE hourly wage index C
6590000 FISIM volume B
Explanation:

The value of output of financial intermediation services was 31603 mln Euro in 2004. About 70% was
generated by FISIM and 30% by directly paid services.

FISIM is deflated by a B method. The direct paid services are partly deflated by a B method (about
12,5%) and partly by a C method (about 17,5%).

Comm 6511000 Financial intermediation except FISIM (part 1and 2)

The deflation of directly paid services is based on indicators for 10 kinds of commissions. The
indicators are weighted together with their turnover in t-1. No PPI are available for banking
commissions.

Recently, there has been a research project to find quantity indicators. The result is as follows:

*  For commissions on stock trade, commissions of investment offices and safe custody fees by
banks, additional quantity indicators are available now. These are new B methods.

*  For commissions on money transfers, the quality of the indicator could be improved by applying
new (integral) information from the Dutch Central Bank. This is still a B method.

*  The majority of the other commissions are deflated by a combination of quantity indicators and
input methods. The share of B and C methods is about fifty-fifty.

*  Since no appropriate indicators are available, some smaller categories are still deflated by an
hourly wage index. As a consequence, this remains a C method.

Comm 6511000 Financial intermediation except FISIM (part 3): Special Purpose Entities (SPE)

A SPE is a part of a foreign group of enterprises located in the Netherlands, gathering financial
resources from the rest of the world and granting the money abroad on their own account. They
manage profit shares, royalties and film rights on behalf of the parent companies and they play an
important role in the financial activities of the mother companies. They are characterized by very
voluminous property income and financial transactions, disproportional to their productive activities in
the Netherlands. The output of SPEs is recorded as a part of the output of the banking industry.

No proper price or volume indicators are available and, because of the special character of the output,
will not be available in the future. So, it was decided to deflate all flows with the same approximate
indicator: an hourly wage index of commercial business activities like activities of accountant offices,
lawyers and economic advisors. Unfortunately this method has to be classified as C.

Comm 6590000 Financial intermediation services indirectly measured (FISIM)
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In the past the output of banks referring to FISIM was deflated by detailed volume indicators. The
aggregated volume index was based on 19 quantity indicators each representing an activity which
generates FISIM. The first stratum of the weighing scheme was based the main sources of FISIM:
activities related to saving accounts, to granting of credits and to money transfers on current accounts.
The indicator for each of the three main activities was constructed from a number of series which in
turn was built up from sub-series until the level was reached over which statistical data were available.
The weights within the three main activities were based on expert guesses. This was considered a B
method.

Unfortunately, in the meantime the necessary detailed basic quantity data (excluding the relevant data
for money transfers) are no longer available. So, an alternative method had to be introduced for
activities related to saving accounts and for granting of credits. For 2004, volume indexes are derived
from the changes in the balance sheet value of savings and credits with a correction for general
inflation. Assets and liabilities are classified into a number of categories (mortgages, consumer credit
etc.) and into some client groups (banking sector itself, insurance sector, households, self employed
people, exports, imports, other enterprises).

For money transfers on current bank accounts there still is available good quantity information (see

above with banking commissions). According to the Handbook of price and volume measures in
national accounts, the deflation method for FISIM can still be classified as B.

2. Deflation of Imports

Imports of financial intermediation services is deflated by the average deflator of the output. The
weighing scheme is according to the composition of imports.

3. Deflation of Intermediate consumption

Intermediate consumption by the government is deflated by the average deflator of the commissions
paid by the sector government. The weighing scheme is according to the composition of intermediate
consumption.

Intermediate consumption by the financial sector is deflated by the average deflator of the
commissions paid by the sector. The weighing scheme is according to the composition of intermediate

consumption.

Other intermediate consumption is deflated by the average deflator of the commissions paid by other
industries. The weighing scheme is according to the composition of intermediate consumption.

4. Deflation of Exports

Exports are deflated by the average deflator of the commissions paid by foreign customers. The
weighing scheme is according to the composition of exports.

5. Deflation of Private consumption of households

Private consumption of households is deflated by the average deflator of the commissions paid by the
sector private households. The weighing scheme is according to the composition of private
consumption.

CPA 66 Insurance and pension funding services, except compulsory social security services

1. Output
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Comm name indicator qualification

6601000 life insurance services volume B
6602000 pension fund services volume B
6603000 oth insurance services volume B
Explanation:

The value of output of insurance and pension fund services was 14411mln Euro in 2004. The services
are deflated by the application of weighted quantity indicators (“Direct service method”). The
deflation method can be classified as B.

Comm 6601000 Life insurance services
Comm 6602000 Pension fund services

Separate volume indices are derived for collective insurances and individual insurances, which are
weighted with their value in t-1.

At the detail level, the quantity indicators are: number of current policies, number of new policies,
deflated average insured amount of money per policy. The weights at the detail level are expert
guesses.

The indicators “average insured amount of money” are assumed to have only a low influence on the
volume index. This means that an increase in the average amount of money of 1% causes a grow rate
of only 0,15% of the volume index. However, an increase in the number of policies of 1% causes a
grow rate of 1% of the volume index.

Comm 660300 Other insurance services

This commodity refers to damage insurances. They are classified into five separate groups: motorcars
and motor bicycles insurance, accident insurance, fire insurance, transport insurance and other damage
insurances. The sub-volume-indices are weighted with their value in t-1.

For every separate damage, insurance quantity indicators are used referring to number of current
policies, number of new policies and damage settlement.

2. Deflation of Imports

Imports of insurance services are deflated by the average deflator of the output of the commodities.
The deflation method can be classified as B.

3. Deflation of Intermediate consumption

Intermediate consumption of insurance services is deflated by the average deflator of the output of the
commodities. The deflation method can be classified as B.

4. Deflation of Exports

Exports of insurance services are deflated by the average deflator of the output of the commodities.
The deflation method can be classified as B.

5. Deflation of Private consumption of households

Private consumption of households of insurance services is deflated by the average deflator of the
output of the commodities. The deflation method can be classified as B.

Reference:
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Aurél Kenessey, “Volume measures for the output of the insurance sector”, 2000, Statistics
Netherlands.

CPA 67 Services auxiliary to financial intermediation

1. Output
Comm name indicator qualification
6710000 financial services (part 1) B

financial services (part 2) C
6721000 insurance intermediation B
6729000 oth aux. insu rance services C

The total value of output of services auxiliary to financial intermediation was 6365 mln Euro in 2004.
Deflated by B methods is 77%; deflated by C methods is 23%.

Explanation:
Recently, there has been a research project to find quantity indicators. The result is as follows:

* For stock exchange related services, the volume index of commissions on stock trade is applied.
This method can be classified as B.

¢ For clearing services related to money transfers on current bank accounts, the volume index of
money transfers is applied. This method can be classified as B.

* For insurance intermediation, the volume index of the intermediate consumption by the insurance
sector is estimated as the average of the volume indexes of life insurance services, pension fund
services and damage insurance services. Subsequently, an implicit deflator is derived and applied
for the consumption by other uses (which is relatively small). Although the indicators can only be
considered as approximations, the method is considered a B method.

*  Since no appropriate indicators are available, some other categories (ranging to 23% of the output

of CPA 67) are still deflated by an hourly wage index (C method).
2. Deflation of Imports

Imports of Services auxiliary to financial intermediation are deflated by the average deflator of the
output of the commodities.

3. Deflation of Intermediate consumption

Intermediate consumption of Services auxiliary to financial intermediation is deflated by the average
deflator of the output of the commodities.

4. Deflation of Exports

Exports of Services auxiliary to financial intermediation are deflated by the average deflator of the
output of the commodities.

5. Deflation of Private consumption of households

Private consumption of households of Services auxiliary to financial intermediation is deflated by a
CPI. The deflation method can be classified as A.
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CPA K Real estate, renting and business services

1. Output

CPA 70 Real estate services

Survey of deflation methods per commodity

Commodity  description indicator qualification
7010000 real estate trade B
7020010 letting of own property (dwellings) price of rent A

7020020 serv of houses of owner /inhabit price of rent B
7020040 letting of company premises price of rent B
7031000 interm serv of estates agents price/tariff B
7032000 other services of estate agents B

The total value of output of CPA 70 is 53802 Euro in 2004. From this, 27% is deflated by an A
method and 73% by a B method.

Explanation:

Comm 7020010 Letting of own property (dwellings)

Output in constant prices is estimated by the deflation with a price index based on the monthly CBS
rent surveys. This price index fulfils the requirements of a PPI or CPI. The deflation method can be
classified as A.

Comm 7020020 Services of houses of owner /inhabitants

The value index of output in current prices is estimated as a combination of the volume index of the
stock of dwellings owned by residents and the price index of rents. An estimate of output in constant
prices is an intermediate step in this calculation. The deflation method can be classified as B.

Comm 7020040 Letting of company premises

Research has recently led to the availability of a new price index and volume index for the letting of
business estate space. Market data are used to compile a weighed volume index. Both deserve a B
qualification.

Comm 7031000 Intermediation services of estate agents

Output in constant prices is estimated by the deflation with a price index which is a combination of the
market price index of owner occupied property and of the index of the tariffs of estate agents. The
deflation method can be classified as B.

Comm 7032000 Other services of estate agents

For other services of estates agents, the deflation method is based on a price indicator based on market
indicators of real estate. This method can be classified as a B.
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2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output.
This deflation method can be classified as B.

3. Deflation of Private consumption of households

Private consumption of households is deflated by the deflators of output.
This deflation method can be classified as A or B.

CPA 71 Renting services of machinery and equipment without operator and personal and

households goods

1. Output

Survey of deflation methods per commodity

Commodity  description indicator qualification
7110000 renting of cars PPI, CPI A

7140000 renting of video etc CPI A

7190000 other renting price of rented good B
Explanation:

The value of output of CPA 71 was 8577 mln Euro in 2004. From this 63% was deflated by an A
method. The other 37% was deflated by a B method.

Comm 7110000 Renting of cars

About 85% of the output refers to leasing of cars. A PPI is used for the estimate in constant prices. The
other 15% of the output refers to renting of cars. A CPI is used for the deflation. The deflation method
can be classified as A.

Comm 7140000 Renting of video etc

Output in constant prices is estimated by the deflation with the CPI. The deflation method can be
classified as A.

Comm 7190000 Other renting

This commodity refers to lorries, busses etc. Output in constant prices is estimated by the deflation
with the PPI of lorries, busses etc. According to the requirements of the Handbook of Eurostat this can
be classified as a B method.

2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output.
This deflation method can be classified as B.

3. Deflation of Private consumption of households
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Private consumption of households is deflated by representative and detailed CPI.
This deflation method can be classified as A.
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CPA 72,73 and 74 Other business services

1. Output

Survey of deflation methods per commodity

Commodity  description indicator qualification
7200100 computer services CPI tax consult C
7200200 software, CD, tape CPI C
7300000/100 research input method B
7411000 legal services PPI A

7412000 accounting, tax consult etc PPI A

7413000 economic advice etc hourly wage index C
7415000 management holding serv input method B
7420000 arch., engin and techn. adv serv PPI B
7430110 testing food services hourly wage index C
7430190 other testing services CPI tax consult C
7440000 advertising services hourly wage index C
7450100 placement services of personnel hourly wage index C
7450200 supply services of personnel (1) quantity index C
7450900 supply services of personnel (2) quantity index C
7460000 investig and security services hourly wage index C
7470110 cleaning of buildings CPI cleaning building C
7470160 other cleaning CPI cleaning building C
7480100 licences, royalties hourly wage index C
7480200 agricultural quotas hourly wage index C
7480900 other business services various proxies C

The total value of output was 108195 mIn Euro in 2004. Deflated with an A method was 12%, deflated
with a B method was 29% and deflated with a C method was 60%.

Explanation:

Comm 7411000, 7412000 and 7420000

The three ¢ product groups are deflated by PPI.

Comm 74130000, 7430110, 7440000, 7450100, 7480100 and 7480200

Because of a lack of appropriate price or volume indicators output in constant prices is estimated by
the deflation with an hourly wage index. The deflation method has to be classified as C.

Comm 7200100 and 7430190

Because of a lack of appropriate price or volume indicators output in constant prices is estimated by
the deflation with the CPI for professional tax consultations. The deflation method has to be classified
as C.

Comm 7200200 Software, CD, tape

Output in constant prices is estimated by the deflation with the CPI. This CPI is not representative for

the price changes of the whole output. Therefore, the deflation method is classified as C.
Comm 7300000 and 7300100 Research
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Output in constant prices is estimated by the application of an input method. In this case the deflation
method can be classified as a B method.

Comm 7415000 Management holding services

Output in constant prices is estimated by the application of an input method. In this case the deflation
method can be classified as a B method.

Comm 7450200; 7450900 Supply services of personnel

A rough quantity indicator is used for the estimate of output in constant prices. The deflation method
still has to be classified as C.

Comm 7470110 Cleaning of buildings

Output in constant prices is estimated by the deflation with the CPI. This price index is not
representative for the whole output. The deflation method is classified as C.

Comm 7470160 Other cleaning

Output in constant prices is estimated by the deflation with the CPI of cleaning of buildings. The
deflation method is classified as C.

Comm 7480900 Other business services

Output in constant prices is estimated by the deflation with a price index, which is a mix of the CPI for
photographic services and an hourly wage index. The deflation method is classified as C.

2. Deflation of Imports

Imports of other business services are deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.

3. Deflation of Intermediate consumption

Intermediate consumption of other business services are deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.

4. Deflation of Exports

Exports of other business services are deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.

5. Deflation of Private consumption of households

Private consumption of households per commodity is deflated by representative and detailed CPI.
This deflation method can be classified as A.

6. Deflation of Gross fixed capital formation

Services to gross fixed capital formation are deflated by the deflator of domestic output.
The classification of this deflation method depends of the classification of the deflation of output.
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CPA L Public administration and defence services, compulsory social security
services

1. Output

Survey of deflation methods per commodity

Commodity  description indicator qualification
7500010 public administration services input volume method B
7500020 serv from gov inst to gov inst deflator 7500010 B
7500030 gov serv paid for by the public CPI B
Explanation:

The value of the output of CPA L is 52150 mIn Euro in 2004.
Comm 7500010 Public administration services

The output of this commodity refers to collective non-market services. In the case of industries mainly
producing collective services there is a resemblance in the way current price estimates of output and
constant price estimates of output are made.

Output in current prices is estimated as the sum of total intermediate consumption, labour costs, other
taxes and subsidies on production and consumption of fixed capital. Until now, no appropriate
quantity indicators are available for the estimate of the volume change of the output of collective
services. Therefore, as an approximation, output of an industry producing collective services in
constant prices is calculated as the sum of total intermediate consumption, labour costs, other taxes
and subsidies on production and consumption of fixed capital in constant prices.

This method makes high demands especially on the way labour costs and fixed capital consumption
are deflated.

A volume index of labour costs is derived by deflating wages and salaries with the average change of
the hourly wages agreed in collective negotiations between the producers of collective services and the
trade unions. In the Dutch circumstances this index, generally spoken, can be seen as a good
approximation of a pure price index. However, the sector analists carry out an additional investigation
whether a part of “incidental” wage change has to be seen as a pure price component.

As a result, changes in the wages and salaries caused by higher education or working experience and
by changes in the composition of the labour force are included in the volume index. This fulfils the
requirement that all quality changes would be included in the volume index.

Employers’ social contributions in constant prices are estimated by the multiplication of the value in t-
1 by the volume index of wages and salaries.

In the Dutch national accounts the estimate of the consumption of fixed capital in constant prices is an
implicit part of the estimate in current prices. Implicit deflators are the price indices of the domestic
purchases per commodity, which are derived as the weighted average of the PPI of domestic sales and
the PPI of imports. The reader is referred to chapter 2.

Referring to the requirements of the Handbook on price and volume measures in national accounts of
Eurostat, the deflation method of the output of producers of collective services can be classified as B.

A remark on social security services
The handbook allows the application of input methods for collective services. However, for individual
services, a quantity output method is required. For the majority of individual services like education,

health, environmental and cultural services quantity indicators are applied indeed. See the relevant
sections below.
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A part of public administration relates to social insurance. According to ESA95, social insurance
services should be treated as individual services and quantity indicators should be applied for the
deflation of output. In the scope of the price and volume research project, a study into proper quantity
indicators has been carried out. It was concluded that some quantity indicators are available.
Nevertheless, up to now, no new deflation method has been introduced. Doubts on the suitability of
the indicators are based on the next considerations:

*  There is serious doubt whether in the Dutch situation social security services can indeed be
considered as individual services. The reason is that social security institutions, next to the
payment of allowances to clients, play an important part in general government policy, e.g. the
stimulation of employment, the prevention of absence through illness and also the legislation
process.

*  The available quantity indicators (number of allowances, number of clients, total population, and
total labour force) do not reflect important quality issues at all. As a consequence, fluctuations in
the value of output caused by fluctuations in the intensity and quality of the services would not be
reflected in the estimate of output at constant prices and there are serious doubts whether the
resulting volume indexes can be considered an improvement as compared to the application of the
input method.

* Finally, the opportunities to resolve the quality problem by additional quantity information are
considered very poor.

Comm 7500020 Services from government institutions to other government institutions

The output in constant prices is estimated by the deflation by the, implicit, deflator of commodity
7500010.

The deflation method can be classified as B.

Comm 7500030 Government services paid for by the public

The output in constant prices is estimated by the deflation by the CPI for providing passports, licences
?l:[gé deflation method can be classified as B.

2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output. This method can be classified as B.

3. Deflation of Private consumption of households

Private consumption of households is deflated by the CPI. This deflation method can be classified as
A.

4. Deflation of Final consumption of general government

Final consumption of general government in constant prices is estimated as a residual. This method
can be classified as B.

Reference:

Brugt Kazemier, “Volume measurement of government output; the Dutch practice since revision
19877, Occasional Paper NA-086, 1997, Statistics Netherlands.

68



CPAM Education services

1. Output

Commodity  description indicator qualification
8010010(part) subsidised education services volume method B
8010010(part) voc coll and universities input method C
8010030 educ serv paid for by the public CPI A

8041000 driving school services CPI A

8042000 other educational services CPI B
Explanation:

The value of output of educational services was 25553 mln Euro in 2004. From that 7% is deflated by
an A method; 81% is deflated by a B method and 12% is deflated by a C method.

Comm 8010010 Subsidised education services(excl. vocational colleges and universities)

Subsidised education services refer to individual non-market output. Output in current prices is
estimated as the sum of total intermediate consumption, labour costs, other taxes and subsidies on
production and consumption of fixed capital. Output in constant prices is estimated by applying a
volume index based on detailed quantity data.

For primary education and secondary education volume indexes are derived from quantity data for
about twelve categories of education. Detailed indexes are weighed by costs of t-1.

The quantity indicator per category is the number of pupils.

The deflation method can be classified as B.

Comm 8010010 Vocational colleges and universities

Services by vocational colleges and universities are deflated with an input method. The deflation
method has to be classified as C.

In 2006, a project has been started to develop new volume indicators for higher vocational education
as well as for university education. Recently, for higher vocational education as well as for university
education, more detailed data on the numbers of students have become available. Students can be
classified into seven branches of studies, and the relevant volume indexes can be weighed by cost data.
This method would be a B method.

However, despite of the availability of appropriate quantity indicators for higher education, new
methodology has not yet been introduced. The reason is that universities produce a high amount of
research output next to the output of education services. For research output no quantity indicators are
available. According to the handbook, deflation of research with an input method, for example an
hourly wage index, would be an acceptable B method.

Notwithstanding the availability of indicators both for education and research output, there are serious
doubts about the quality of the resulting volume index of output and value added, as compared to the
present volume indexes based on the input method. The reason is related to the measurement of output
at current prices, more specifically the breakdown of total output into education and research which
each individually show considerable fluctuations. Further research is needed (and has been started)
whether or not these fluctuations reflect actual changes. Especially in the case of research, the
fluctuations would directly feed into the volume measure, because of the use of a deflator.
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Comm 8010030 Education services paid for by the public

Output in constant prices is estimated by the deflation with the CPI for tuition fees on secondary
education, vocational colleges and university education.

The deflation method can be classified as A.

Comm 8041000 Driving school services

Output in constant prices is estimated by the deflation with the CPI for driving school services.
The deflation method can be classified as A.

Comm 8042000 Other educational services

Output in constant prices is estimated by the deflation with the CPI for a number of other educational
services ( e.g. art lessons, music lessons).

The deflation method can be classified as B.

2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output. The classification of the deflation
method is B.

3. Deflation of Private consumption of households

As far as CPI are available, they are used to deflate private consumption. The classification of the
method is A.

Reference:

Paul Konijn and Foske Kleima, “Volume measurement of education”, 2000, Statistics Netherlands

70



CPAN Health and social services
1. Output

Survey of deflation methods per commodity

Commodity  description indicator qualification
8511100 hospital services incl med spec quantities B
8511500 psychiatric hospital services C
8512100 general practitioners CTG tariffs B
8513000 dental practice services CTG tariffs B
8514000 paramedical workers

part 1 CTG tariffs B

part 2 indirect meas C
8515000 other medical and aux.services

part 1 CTG tariff B

part 2 input C
8516000 municipal health serv etc input C
8520000 veterinary services labour force C
8531100 nursing homes approx price C
8531200 care for hand people CTG tariffs B
8531300 homes for the elderly approx price C
8531400 youth care number of cliénts C
8531500 other day care input C
8532400 home care det CTG tariffs A
8533100 child day care services CPI B
8533900 other general social work C
Explanation:

The total value of output in 2004 was 51683 mIn Euro. Deflated with an A method was 7 %; deflated
with a B method was 56 % and deflated with a C method was 37 %.

Comm 8511100 Hospital services and medical specialists

The volume output index of hospital services and medical specialists is based on the numbers of
patients discharged from hospitals. Patients are classified by a large number of diagnosis categories (3-
digits) and by seven age categories. The partial volume indexes are weighted together by the average
number of days of hospitalization per diagnose and age group. Outpatient treatments are weighted by
one hospitalization day. This method can be qualified as a B method.

Comm 8511500 Psychiatric hospital services

The output of psychiatric hospitals is deflated by an approximate volume index based on several
sources. This method has to be classified as a C method.

At the moment research is carried out to develop a new method. The new methodology is based on the
concept of a “complete treatment”. It is expected that the new data will provide for, at least, another B

method.

Comm 8512100 General practitioners
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There is no change between 1999 and 2004. The output of general practitioners is deflated by direct
price indicators. The deflators are tariff indices observed by the CTG (Central commission for tariffs
in the health sector). There are CTG-tariffs for a number of categories, among which:

* annual basic fee for a patient in a compulsory health insurance fund

* consultation of a privately insured patient

e prescription

The deflation method is classified as B.

Comm 8513000 Dental practice services

For the output of dental practice services, direct price indicators are applied. The deflators are tariff
indices observed by the CTG. CTG-tariffs are applied for a number of categories, among which:

e periodical check-up

* one-facet repair

* crown

e dentures

The classification method is B.

Comm 8514000 Paramedical workers

For some main categories of the output of paramedical workers, CTG tariff indexes are available as
deflators: services of physiotherapists, services of midwives, remedial therapists, speech therapists,
dental hygienists and independent medical care workers. These methods can be qualified as B

methods. Other categories like psychotherapists are still measured by indirect measures. These
methods have to be qualified as C methods.

Comm 8515000 Other medical services

For services of radiotherapists, ambulance services and a part of laboratory services, CTG tariff
indexes are available. These services are deflated by B methods (about 50% of total output).

Services of blood banks and thrombosis and other supporting health services are still deflated by input
methods. These methods are to be considered as C methods.

Comm 8516000 Municipal health services

These services consist mostly of health and safety executives. The number of jobs is used as a volume
index. These are input methods and, for that reason, to be considered as C methods.

Comm 8520000 Veterinary services

The number of veterinaries is used as a volume index. This is an input method and, for that reason, to
be considered as a C method.

Comm 851100 Services of Nursing homes and Comm 851300 Homes for the elderly

Approximate price indicators have been applied. This method has to be classified as C. In the future
Diagnosis Treatment Combinations will be used as deflators. This method will provide for, at least, a
B method.

Comm 8531200 Care for handicapped people

Direct price indicators are applied based on CTG-tariffs. This can be classified as a B method
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Comm 8531400Youth care

The number of clients is used as a volume indicator. This is considered a rather poor volume indicator
and therefore classified as a C method.

Comm 8532400 Home care

The deflator is the weighted average of five CTG tariff indices:
*  maternity care

e home help
* housekeeping care
*  nursing

e physical help care

The method can be classified as A.

Comm 8533100Child day care services

The method is based on the relevant CPI. This can be classified as a B method.

Comm 8531500 Day centres for handicapped people and 8533900 Other general social work

For other social work categories, indirect price or volume indicators are applied like wage indicators
and numbers of full time equivalents of labour. These are input methods and, for that reason, to be
considered as C methods.

2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output. The classification of the method
depends of the classification of the deflation of output.

3. Deflation of Private consumption of households
As far as CPI are available, they are used to deflate private consumption. The classification of the
method is A.

In case no CPI is available, the deflation method of output is applied. The classification of the method
depends of the classification of the deflation of output.
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CPA O and P Other community, social and personal services
1. Output

Survey of deflation methods per commodity

Commodity  description indicator qualification
9010000 sewage, refuse disposal

services etc government quantity ind B
9020000 sewage, refuse disposal

services etc other quantity ind B
9050000 refuse rates CPI B
9110000 services by employers and

professional organisations quantity ind B
9120000 services by trade unions quantity ind B
9130000 other social organisations quantity ind B
9211000 prod of motion pict and video’s exp proxy C
9212000 distribution of 9211000 exp proxy C
9213000 cinema’s CPI A
9221000 radio and TV services-publ CPI C
9222000 radio and TV services comm exp proxy C
9231000 works of art exp proxy C
9239000 entertainment services CPIl/quantity B
9240000 news agency services exp proxy C
9250000 library and museums services quantity ind B
9261000 amateur sports quantity ind B
9262000 professional sports quantity ind B
9271000 gambling and betting services quantity ind B
9272000 other recreational services inputs C
9301000 washing and dry-cleaning services CPI A
9302000 hairdressing etc CPI A
9309000 other personal services CPI A
9500000 private households with employed persons CPI A
Explanation:

The total value of output of CPA 90-95 in 2004 was 32052 mln euro. Deflated with an A method was
18 %; deflated with a B method was 69 % and deflated with a C method 13 %.

The indicator “expert proxy” refers to cases where a direct price or quantity indicator is not available.
The industry analyst has made a choice from other available indicators like the CPI or price indicators
of relative commodities.

Comm 9010000 Sewage, refuse disposal services etc government

this commodity refers to non-market individual output and for a B method a quantity indicator is

required. Recently the necessary quantity indicators have become available. The method can be
classified as a B method.
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Comm 9020000 Other sewage, refuse disposal services

The output refers to market output. In the past it was assumed that the relevant CPI was also
representative for services rendered to companies. Nowadays, there are doubts about the degree of
representation by the indicator. Therefore, an investigation has started into the availability of
appropriate quantity indicators. This research will be finished by the end of summer 2007. It is
expected that the resulting method can be classified as a B method.

Comm 9050000 Refuse rates

It is assumed that the available CPI are also representative for services rendered to companies. The
deflation method can be classified as B.

Comm 9110000 Services by employers and professional organisations

A volume index is derived from quantity indicators like numbers of companies from the registers of
Chambers of Commerce, etc. The method can be classified as a B method.

Comm 9120000 Services by trade unions

A volume index is derived from the number of members of trade unions. The method can be classified
as a B method.

Comm 9130000 Other social organisations

These commodities refer to non-market individual output. In this case a quantity indicator is required.
A volume index is derived from quantity indicators which are representative for the majority of the
services. Examples are number of people belonging to a church, number of driving tests, number of
members of consumer’s organisations, etc.

Application of these indicators can be classified as a B method.

For the services provided by relief organisations, employment data are used as volume indicators.
Because of the special character of these activities, the method is considered to qualify as a B method.

Comm 9211000 Production of motion pictures and video’s
Comm 9212000 Distribution of 9211000

These commodities refer to market output. Because of a lack of appropriate price or quantity
indicators an expert proxy is used for the deflation of output. Therefore, the deflation method has to be
classified as C.

Comm 9213000 Cinema’s

This commodity refers to market output. A representative CPI is used for the deflation of output. The
deflation method can be classified as A.

Comm 9221000 Radio and TV services (public)

This commodity refers to non-market individual output. In this case a quantity indicator is required.
However, at the moment this is not yet available and for the estimate of output in constant prices the
CPI of subscriptions to broadcasting unions is used. Therefore, the deflation method has to be
classified as C.

Comm 9222000 Radio and TV services (commercial)
Comm 9231000 Works of art

75



These commodities refer to market output. Because of a lack of appropriate price or quantity
indicators an expert proxy is used for the deflation of output. Therefore, the deflation method has to be
classified as C

Comm 9239000 Entertainment services

Part of the recent research project was also a recapitulation of the deflation methods for entertainment
services. For the majority of the output in 2004, the method still can be classified as B.

Comm 9240000 News agency services

This commodity refers to market output. Because of a lack of appropriate price or quantity indicators
an expert proxy is used for the deflation of output. Therefore, the deflation method has to be classified
as C.

Comm 9250000 Library and museums services

As a result of further research, volume indexes can be applied based on numbers of lend outs classified
into youth and adults, number of courses etc. (public libraries), and numbers of visitors classified into
some categories (museums). The method can be classified as B.

Comm 9261000 Amateur sports

A volume index is derived from data for the number of active players. The methods can be classified
as B methods.

Comm 9262000 Professional sports

A volume index is derived from numbers of visitors to professional sports events. The methods can be
classified as B methods.

Comm 9271000 Gambling and betting services

Volume index are applied based on numbers of lottery tickets, numbers of visitors to casinos, numbers
of bets, etc.

The method can be classified as a B method.

Comm 9272000 Other recreational services

The deflation method is still based on input factors; so the deflation method has to be classified as C.

Comm 9301000 Washing and dry-cleaning serv

Comm 9302000 Hairdressing etc

Comm 9309000 Other personal services

Comm 9500000 Private households with employed persons

These commodities refer to market output. Representative CPI are applied for the deflation of output.
The deflation method can be classified as A.

2. Deflation of Intermediate consumption

Intermediate consumption is deflated by the deflators of output. The classification of the method
depends of the classification of the deflation of output.
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3. Deflation of Private consumption of households

As far as CPI are available, they are used to deflate private consumption. The classification of the
method is A.

In case no CPI is available, the deflation method of output is applied. The classification of the method
depends of the classification of the deflation of output.
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CPA Ato P Summary of deflation methods for output

The table below shows that 85 % of the output is deflated by A or B methods 15 % is still deflated by
C methods.

Summary CPA At/M P min Euro 2004
| GGES8 | | [ Totaal | | A | | B | | [%] |
CPAAenB Products of agriculture and fish 21888 16964 2860 2064
CPAC Products from mining and quarrying 14184 14184 0 0
CPAD Products from manufacturing 200219 188489 7442 4288
CPAE Electrical energy, gas and water 22408 22352 0 56
CPAF Construction wordk 70073 0 51138 18935
CPAG Trade and repair services 100622 473 100149 0
CPAH Hotel and restaurant services 16206 12026 4180 0
CPAI Transport, storage and comm services 65444 35354 25019 5071
CPAJ Financial intermediation services 52379 0 45589 6790
CPA K-CPA 70 Real estate services 53802 14660 39142 0
CPA K CPA 71-74 Business services 116772 18011 32354 66407
CPAL Public administration 52150 0 52150 0
CPAM Education services 25553 1713 20773 3067
CPAN Health and social services 51683 3653 28787 19243
CPAOenP Other community, soc. and pers. serv. 32052 5721 22251 4080
Totaal 895435 333600 431834 130001
100,0 37,3 48,2 14,5

Since the first inventory of deflation methods reported to Eurostat in 2003 the share of C methods has
been reduced from 21,4% to 14,5%. The decrease is the result of two developments. First the
improvement (and, unfortunately, also some worsening by non-availability of data sources) of
methods. Secondly, the change in the economic structure: the share of the service sector has increased.
If deflation methods were left unchanged, the share of C methods would have increased to 22,4%.

The remaining C methods are concentrated in Business services (51%), Construction works (15%) and
Health services (15%). It is important to point to the fact that the remaining C methods do not
influence the measurement of GDP volume growth and value added by industry to the same extent. A
part has an impact on GDP growth, part does only influence the allocation of value added growth
among industries, and part does affect neither. A rough estimate shows that:

*  About 9 % of output value of the remaining C methods refers to output for intermediate use by the
same industry, and therefore has no impact on valued added at all. Examples are agricultural
services and telecom network services.

* About 54 % of output value refers to output for intermediate consumption by other industries.
Consequently, there is only an impact on the distribution of value added at constant prices, but not
on total GDP. An important example is business services (CPA 71-74).
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About 37% of output value refers to output for final use categories. There are effects on GDP and
other macro-economic indicators. Examples are the construction of roads, bridges etc., higher
education services and a number of health and social services.
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Chapter 4 Methods for other parts of the system

1. Value added at basic prices

The Dutch method for the deflation of value added at basic prices of an industry depends of the
character of the main output. The output of goods and services can be classified into market output and
non-market output. Besides, for deflation purposes it is important to divide non-market output into
individual goods and services and collective services.

a. Value added of industries producing market output

Total value added in current prices by industry is estimated as the difference between gross output and
intermediate consumption of goods and services. For the estimates at constant prices the same method
is applied. Therefore, constant price value added is derived by subtraction:

Deflated total value added = Deflated gross output - Deflated intermediate consumption

The quality of the estimate depends of the quality of the deflators of output and intermediate
consumption.

b. Value added of industries mainly producing non-market individual goods and services

In the case of industries mainly producing non-market individual goods and services, there is a
difference in the way current price estimates of value added and constant price estimates of value
added are made.

Output in current prices is estimated as the sum of total intermediate consumption, labour costs, other
taxes and subsidies on production and consumption of fixed capital. As a result, value added at current
prices equals the sum of labour costs, other taxes and subsidies on production and consumption of
fixed capital.

Output in constant prices of an industry mainly producing non-market individual goods and services is
estimated by multiplying output in t-1 by the volume index of output. Value added in constant prices
is, comparable with industries producing market output, derived by subtraction:

Deflated total value added = Deflated gross output - Deflated intermediate consumption

The quality of the estimate depends of the quality of the deflators of output and intermediate
consumption.

In the Netherlands for the majority of the production of non-market individual goods and services
volume indicators are available. The main example is educational services.

Finally, it is useful to mention that in the Netherlands’ national accounts the range of non-market
individual goods and services is more restricted than in some other countries since the production of
the majority of health services is seen as market production.

c¢. Value added of industries mainly producing collective services

In the case of industries, mainly producing collective services there is a resemblance in the way
current price estimates of value added and constant price estimates of value added are made.

Output in current prices is estimated as the sum of total intermediate consumption, labour costs, other
taxes and subsidies on production and consumption of fixed capital. As a result, value added at current
prices equals the sum of labour costs, other taxes and subsidies on production and consumption of
fixed capital.
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Until now, no appropriate quantity indicators are available for the estimate of the volume change of
the output of collective services. Therefor, as an approximation, output of an industry producing
collective services in constant prices is calculated as the sum of total intermediate consumption, labour
costs, other taxes and subsidies on production and consumption of fixed capital in constant prices. As
a result, value added at constant prices equals the sum of labour costs, other taxes and subsidies on
production and consumption of fixed capital in constant prices.

The method makes high demands especially on the way labour costs and fixed capital consumption are
deflated.

A volume index of labour costs is derived by the deflation of wages and salaries by the average change
of the hourly wages agreed in collective negotiations between the producers of collective services and
the trade unions. In the Dutch circumstances, this index can be seen as a good approximation of a pure
price index.

As a result, changes in the wages and salaries caused by higher education or working experience and
by changes in the composition of the labour force are included in the volume index. This fulfils the
requirement that all quality changes would be included in the volume index.

Employers’ social contributions in constant prices are estimated by the multiplication of the value in t-
1 by the volume index of wages and salaries.

In the Dutch national accounts the estimate of the consumption of fixed capital in constant prices is an
implicit part of the estimate in current prices. Implicit deflators are the price indices of the domestic
purchases per commodity, which are derived as the weighted average of the PPI of domestic sales and
the PPI of imports. The reader is referred to chapter 2.

Referring to the requirements of the Handbook on price and volume measures in national accounts of
Eurostat, the deflation method of the valued added of producers of collective services can be classified
as B.

Reference:

Brugt Kazemier, “Volume measurement of government output in the Netherlands; some alternatives™,
National accounts occasional paper no NA/45, CBS; 1991.
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1I. Compensation of employees
1. Introduction

Compensation of employees is part of total value added. It is useful to estimate compensation of
employees in constant prices, as it increases the possibilities for economic analysis based on supply
and use tables. Among others, the results can be used in the analysis of labour productivity. Another
application is price analysis: e.g. the price change of the output of an industry is explained from the
price changes of the inputs including compensation of employees.

Compensation of employees consists of two parts, wages and salaries, both in cash and in kind, and
employers’ social contributions. The deflation of both parts should be closely connected since both
relate to the same labour input. Therefore, both volume indexes have to be the same. As a
consequence, it is not necessary to estimate price and volume indexes for both parts. Since employers’
social contributions are liable to complex legislation it is difficult to observe their price index. This
means that in practice wages and salaries will be deflated and the resulting volume index will also be
applied in calculation employers’ social contributions at constant prices.

An important question is what is the appropriate unit of the volume of labour. Many candidate units
suffer from heterogeneity. For instance, numbers of employed persons do not account for the number
of worked hours per person. Even, full-time equivalent jobs are not sufficiently homogeneous since
they do not account for reductions in working hours and differences in education level, skill, etc. of the
workers. Therefor, for the purpose of measuring the volume of the input of labour in an industry, the
most appropriate quantity unit may be the number of hours worked classified into education levels,
skill etc. The corresponding price is the value of this unit.

The correct definition of the number of hours worked needs special attention. Employees are usually
paid for the number of contractual hours. However, these include holidays, absence through illness etc.
It will be clear that the number of actually hours worked is the better volume indicator.

Wages and salaries

In theory there are two methods for the calculation of wages and salaries at constant prices. The first is
to observe price changes of labour input and derive the volume change. The second is to observe
quantity changes of labour input and derive the price change. However, in order to derive reliable
results from the quantity approach detailed information on labour input is required that will not be
available in practice. Therefor, in the Dutch national accounts a price approach is applied.

The change in wages and salaries in an industry consists of a number of components of which some

should be recorded as volume change and the other as price change. These components are:

1. Change of the contractual hourly wages: this is a price change

2. Change in the ratio “number of contractual hours” / “number of actual working hours”: this is a

price change

Change in the number of actually worked hours: this is a volume change

4. Incidental changes in hourly wages resulting from growing skills of employees: this is a volume
change

5. The results of intake and outflow of employees: this is a volume change

(98]

It has to be remarked that the denomination of the five components into price and volume is an
approximation: if growing skills of employees are not or insufficiently compensated by wage increases
the change of the contractual wages is not a pure price change. A comparable problem arises when
incidental changes in hourly wages exceed the increase of skills.

Neglecting the above-mentioned problem, the price approach requires the observation of the changes

of hourly contractual wages of homogeneous groups of employees. Ideally, also information on the
number of contractual hours as well as the number of actually worked hours is necessary. From these a

82



price index for every separate group can be calculated then. From the single price indices per
homogeneous group the aggregate Paasche price index can be derived then by weighting with the
wages per group.

The described price approach requires the availability of detailed and specific data. In the Dutch
circumstances not all the necessary information is available. Therefor, less precise approximations are
applied. It is assumed that the changes of the contractual hourly wages are (nearly) the same for the
important labour groups in an industry; wages can be deflated by the change of the hourly contractual
wage at the aggregate level. In the Dutch circumstances these indices can be seen as good
approximations of a pure price index.

Employers’ social contributions

As argued before, the volume index of employers’ social contributions should equal to the volume
index of wages and salaries. The price index can then be derived from the value index and the volume
index. Since social security arrangements are different for separate labour groups often the ideal
approach would be to calculate volume changes of wages and salaries at a detailed level and use these
for the deflation of employers’ social contributions also at the same level of detail. However, because
of the lack of detailed data in practice the volume index of the wages and salaries of the industry is
applied at the aggregate level.

2. Wages and salaries in kind

One could deflate wages in kind by the price index of the goods and services provided by the
employer. For example, to deflate reimbursements for travel costs to and work by the price indexes by
type of transport. A second approach is to assume that the volume index of wages and salaries in kind
equals the volume index of wages and salaries in cash. In this case a change of the amount of goods
and services provided is seen as a price change.

The second approach is preferred since a change in the amount of wages in kind is a substitute for a
change of the wage rate in cash. Therefor, it has to be regarded as a price change of labour, even if
only the quantity of the provided goods and services changes. The heart of the matter is the input of
labour in the production process and not the input of provided goods and services or reimbursements.

II1. Taxes and subsidies on products
1 Introduction

Taxes (subsidies) on products are taxes (subsidies) that are payable per unit of some good or service
produced or transacted. The tax (subsidy) may be a specific amount of money per unit of quantity of a
good or service, or it may be calculated as a specified percentage of the price per unit or value of the
goods and services transacted.

For an accurate estimation of the volume index of a tax or a subsidy, special attention is given to the
question which part of the supply or use of a commodity is taxed or subsidised. For instance, a tax is
levied only on the domestic consumption of a product and not on exports. Another example is
subsidies on diary products, which are only given on exports to countries outside the European Union.

Taxes and subsidies on products affect the price of a product and not the vo/ume. This means that for
deflation it is a requirement that the volume index of the value inclusive tax (subsidy) of a product
equals the volume index of the value exclusive tax (subsidy). As a result also the volume index of the

tax (subsidy) value must equal the volume index of the value inclusive (or exclusive) tax (subsidy).

2. Dealing with time lag problems etc
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In practice, for several reasons, the actual tax revenue (the tax receipts by the tax authorities) differs
more or less from the theoretical tax revenue (tax calculated from the multiplication of tax tariffs and
basic values of transactions). Reasons could be non-collect ability by the tax authorities, measuring
errors, etc. In national accounts it is an important question how to deal with differences between the
theoretical tax value index and the index of the actual tax revenue: will it be added to the volume index
or to the price index?

The answer to that question is given from the consideration that in the national accounts the estimation
of volume growth rates is still somewhat more important than the estimation of price indexes.
Therefore, in the Dutch national accounts, in principle, the difference is added to the price index and
the volume index will not be changed.

3. Taxes on products

Survey of taxes on products in 2004

min Euro % classification

Value added tax (VAT) 35811 62 A
Import duties 1166 2 B
EU-levies on food products 413 1 B
Excise duties 9358 16 A

Tax on non-alcoholic beverages 148 0 A
Environment levies 3278 6 B
Tax on passenger cars and motorcycles 3003 5 B
Tax on lotteries and gambling 101 0 B
Real estate transfer tax 3794 7 B
Insurance premium tax 740 1 B
Tax on capital 228 1 B
Total 58040 100

Explanation:
Non- deductible value added tax (VAT)

Value added tax is a tax levied on the value of goods and services. In the Dutch supply and use tables
there are used two definitions of VAT:

e “theoretical” or “imputed” VAT

e “paid” VAT

Imputed VAT is calculated per separate commodity and separate consumption category levied with
non-deductible VAT. These categories are private consumption of households and intermediate
consumption and gross capital formation of “VAT-exempted” industries.

Imputed VAT in current prices is calculated by the multiplication of the value of consumption
exclusive of VAT by the tariff in t.

Imputed VAT in constant prices is calculated by the multiplication of the value of consumption
exclusive of VAT by the tariff in t-1.

As a result the price index of VAT per commodity is the multiplication of the price index (excl VAT)
and the tariff index. The resulting volume index is the volume index of the taxed commodity flow.

Paid VAT is the VAT received by the tax authorities. The difference between the total imputed VAT
and paid VAT can be caused by evading conduct of consumers and companies, non-collectability by
the tax authorities ( e.g. by bankruptcy of companies), etc. In the use table there is a correction item for
the total difference between imputed and paid VAT.

The volume index of this correction item equals the average volume index of imputed VAT. As a
result the volume index of total paid VAT in the use table equals the average volume index of imputed
VAT.
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The deflation method of VAT can be classified as A.
Import duties

Import duties in current prices are estimated by the multiplication of the detailed commodity flows
(i.e. non-EU imports per product excluding subtracting transactions) and the tariff. The result is a
theoretical import duty per commodity. Those results are balanced with the total import duties
received by the tax authorities.

For a series of recent years it is assumed that the tariffs are unchanged. Import duties in constant prices
are estimated per commodity by the deflation of the current price value by the price index of the
commodity. As a result the volume indices of the import duties approximates the volume indices of
the commodity flows.

The deflation method can be classified as B.

EU-levies on food products

The volume index of the levy is estimated equal to the volume index of the commodity flow that is
taxed.
The deflation method can be classified as B.

Excise duties (inclusive tax on non-alcoholic beverages)

Excise duties are levied on motor spirits, other mineral oils, tobacco, liquor, wine, beer and some other
products. Excise duties are paid per quantity of the commodity flow, which is taxed. Excise duties in
constant prices are estimated by deflation with the tariff index. Time lag problems mostly do not
appear since excise duties in current prices are determined accounting for the usual time lags. In
addition, non-collect ability is not a problem with excise duties. As a result the derived volume index
of excise duties equal the volume index of the taxed commodity flow.

The deflation method can be classified as A.

Environment levies

Environmental levies are taxes on the use of underground water, energy levies and taxes on waste
materials. There are fifteen categories, which are deflated separately. Tax in constant prices is
estimated by the deflation of tax in current prices by the tariff index. The resulting volume indices
resemble the volume index of the taxed flows.

The deflation method can be classified as a B method.

Tax on passenger cars and motorcycles

Taxes on passenger cars (and motor cycles) are very complex. The amount of tax depends for instance
on the kind of fuel used and the price and engine capacity of the car.

Taxes in constant prices are estimated by equalising the volume index of the tax to the volume index
of the total domestic purchases of respectively passenger cars and motorcycles.

The deflation method can be classified as B.

Tax on lotteries and gambling

The tax in constant prices is estimated by the deflation of the tax in current prices by the tariff index.
The deflation method has to be classified as B.

Real estate transfer tax
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The real estate transfer tax is a tax on value. The tax in constant prices is estimated by the deflation of
the tax in current prices by a deflator that is calculated as the tariff index multiplied by the price index
of existing houses.

The deflation method can be classified as B.

Insurance premium tax

The insurance premium tax is a tax on value. The tax in constant prices is estimated by the deflation of
the tax in current prices by a deflator that is calculated as the tariff index multiplied by the price index
of the assurance premiums.

The deflation method can be classified as B.

Tax on capital

The tax in constant prices is estimated by the deflation of the tax in current prices by the tariff index.
The deflation method has to be classified as B.

4. Subsidies on products

Survey of subsidies on products in 2004:

mln Euro % classification
EU subsidies on food products -1052 25 A
Public transport subsidies -1634 39 A
Research and development subsidies -551 13 B
Subsidies on recreation, culture and sport -232 6 C
Rent subsidies -71 2 B
Other subsidies on products -624 15 B
Total -4164 100

Explanation:
EU subsidies on food products

Two methods are applied for the deflation of EU subsidies on food products:

* If a subsidy refers to a specific commodity flow (e.g. a part of the consumption of commodity a by
industry x) and the quantity datum is available, the volume index equals the quantity index of the
commodity flow.

* If no quantities of the specific commodity flow are available, the volume index of the subsidies
equals the quantity index of the whole commodity flow (e.g. the total of the consumption of
commodity a by industry x).

The deflation method can be classified as A.

Public transport subsidies

Public transport subsidies are subsidies on railway passenger and freight transport and on passenger
transport by busses, trams and metros.

Subsidies in constant prices are estimated by equalising the volume indices to the volume indices of
output.

The deflation method can be classified as A.

Research and development subsidies
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Subsidies in constant prices are estimated by equalising the volume indices to the volume indices of
output.
The deflation method can be classified as B.

Subsidies on recreation, culture and sport

This item refers to eight rather small separate subsidies. It is assumed that the price indices do not
change. As a result all changes of the subsidies in current prices are assumed to be changes of volume.
The deflation method has to be classified as C.

Rent subsidies

Subsidies in constant prices are estimated by equalising the volume indices to the volume indices of
output.
The deflation method can be classified as B.

Other subsidies on products

This item refers to subsidies on new passenger cars with adaptations in favour of the environment,
subsidies on air traffic regulation and some other categories each of which do not exceed 70 mln euro.
The subsidies in constant prices is estimated with different methods which, generally speaking, can be
classifies as B.

1V. Other taxes and subsidies on production
1. Introduction

Other taxes (subsidies) on production consist of all taxes (subsidies) that units incur (receive) as a
result of engagement in production, independently of the quantity or value of the goods and services
produced or sold. The deflation of other taxes and subsidies on production is often more difficult than
the deflation of taxes and subsidies on products. The first problem is to define the tax basis. The
second problem is to find a price indicator or a volume indicator. In practice it appears to be often
easier to find an approximate volume indicator than a price indicator. At the moment the methods for
the deflation of the other taxes and subsidies show a number of shortcomings.

2. Other taxes on production

Survey of other taxes on production in 2004

mlin Euro % classification
Real estate tax 2404 46 B
Motor vehicle tax 737 14 B
Environmental levies 1087 21 B
Other levies 1033 20 C
Total 5261 100

Explanation:
Real estate tax

The tax basis is the value of real estate. Local authorities are autonomous to fix of the tariffs and the
tariff changes. As a result, the tariffs and the tariff changes applied are very different.
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Therefore, a volume index is used for the estimate of real estate tax in constant prices. As an
approximate volume indicator has been chosen the average volume index of the total stock of real
estate in the Netherlands. Separate estimates are made for the stock of rented dwellings, the stock of
dwellings owned by their residents and the stock of non-dwelling real estate.

The deflation method can be classified as a B method.

Motor vehicle tax

The amount of the motor vehicle tax depends for instance on the kind of fuel used and the price and
engine capacity of the car. Motor vehicle tax in constant prices is estimated by the deflation with the
CPI for motor vehicle tax.

Although it is not sure that the CPI also represents the changes of the tax paid by private companies
quit well, it is assumed that the CPI is a reasonable approximation and the deflation method can be
classified as (weak) B.

Environmental levies

This item refers to about ten different categories of environmental levies. Most of them are deflated by
the deflator of taxes on waste materials (see: I1I). However, some other (e.g. levy on stocks of crude
oil products) are deflated by a direct tariff index.

The deflation method can be classified as (weak) B.

Other levies

This item refers to different kinds of levies. Important is the tourist tax, which is deflated by a tariff
index based on a standard pollution quantity unit (resident equivalent). The other levies are deflated by
very rough approximations.

The deflation methods have to be classified as C.

3. Other subsidies on production

Survey of other subsidies on production in 2004:

min Euro % classification
EU subsidies on food products
applied as inputs in production processes -326 8 A
Wage subsidies -3302 81 C
Subsidies related to agriculture -134 3 A
Other subsidies on production -333 8 C
Total -4095 100

Explanation:

EU subsidies on food products applied as inputs in production processes
Subsidies related to agriculture

Two methods are applied:

* If a subsidy refers to a specific commodity flow (e.g. a part of the consumption of commodity a by
industry x) and the quantity datum is available, the volume index equals the quantity index of the
commodity flow.

* If no quantities of the specific commodity flow are available, the volume index of the subsidies
equals the quantity index of the whole commodity flow (e.g. the total of the consumption of
commodity a by industry x).

This deflation method can be classified as A.
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Wage subsidies

This item refers to subsidies given to employers as a result of a number of government measures to
employ people with fewer opportunities on the labour market. There is a lack on price and volume
information. Subsidies in constant prices are estimated by the deflation with an approximate price
indicator. For the time being, as a deflator has been chosen the legally determined hourly wage index
for people earning the minimum wage.

This deflation method has to be classified as C.

Other subsidies on production
his item refers to different kinds of subsidies with a limited value. Among them the subsidy on stocks
of crude oil products, which are deflated with the deflator of the levy on stocks of crude oil products

(see: above). For the other subsidies very rough approximate indicators are used.
As a result the deflation method has to be classified as C.
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Chapter 5 Quarterly and provisional annual accounts

1. General characteristics of the quarterly and the provisional annual accounts

The quarterly accounts of the Netherlands are operational since 1986 (including an experimental
period results are available from 1977). The purpose of the quarterly accounts is to provide, fairly soon
after the end of each quarter, integrated information on the economical process within a coherent
framework. For a long time the accounts have been restricted to transactions in goods and services and
transactions related to the generation of income. Recently, quarterly sector accounts are compiled on
an experimental base. In the next years, they will be introduced as a regular part of the Dutch national
accounts. In this chapter, we discuss some backgrounds of the quarterly accounts and, especially, the
deflation of the transactions.

Apart from annual data, Statistics Netherlands also compiles monthly and quarterly data (indicators)
that give short-term information by which the trends in the volume of a number of macro-economical
variables can be tracked. These data are not comprehensive and they are not integrated and balanced.

The quarterly accounts have an intermediate position between the indicators and the provisional
annual supply and use tables. Though on a higher level of aggregation than the supply and use tables,
the quarterly accounts provide comprehensive and integrated quarterly information. They can also be
seen as the integrating framework of all monthly and quarterly indicators that are compiled
independently of each other. The quarterly accounts are published three months after the quarter under
review (A quick flash estimate based on limited information is published after six weeks).

The quarterly transactions in goods and services are integrated and balanced in a supply and use
system. The number of industries about 120 , the number of commodities is some 200, the number of
final expenditure categories is 12 and the number of primary input categories is 10.

The annual accounts are distinguished in final and provisional accounts. The final supply and use
tables for which very detailed annual information is used take several years. In the mean time
provisional supply and use tables are compiled, less detailed and based on less information and with
more assumptions. An example of a broadly applied assumption is fixed input-output structures per
industry in constant prices.

The provisional annual transactions in goods and services are integrated and balanced in supply and
use tables. The number of industries is 115, the number of commodities is 270, the number of final
expenditure categories is 12 and the number of primary input categories is 10.

There are two important differences between the present quarterly estimates and the provisional annual
estimates:
a. The quarterly accounts are based on less data
b. The compilation of the quarterly accounts is, due to data circumstances, still more dependent
of assumptions.
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2. Weighting and index number formulae
a. Quarterly accounts

The starting point of the estimates for a certain quarter in year t is the supply and use table of the
corresponding quarter in t-1, valued at the average annual prices of t-1.

A part of the quarterly estimates are based on the extrapolation of values of the corresponding quarter
of t-1 with volume indexes and price indexes. The other estimates are based on information in current
prices in combination with price indexes for the derivation of values at constant prices. In both cases
for prices the Paasche formula is applied and for volumes the Laspeyres formula. The weights for the
volume indexes are from the corresponding quarter in t-1.

b. Provisional annual accounts

The index formulae and weights for the provisional annual accounts are the same as for the final
annual accounts. For prices the Paasche formula is applied and for volumes the Laspeyres formula.
The weights for the volume indexes are derived from the previous year.

3. Sources and methods for value, price and volume in the quarterly accounts
3.1 Data for the output of industries
There are two general methods dependent of the data available:

If the necessary data are available, value indices will be derived from short-term data on the turnover
of companies. Volume indices are derived by the deflation of the value indices by the PPI of output.

Value indices are derived by the multiplication of a volume index and a price index (mostly PPI). If no
other source is available, the volume index can be approximated by a deflated index of wages and
salaries.

Some special cases:

* Agricultural products: If the necessary data are available in time and on a quarterly basis, the
same indicators are applied as for the annual accounts. See: chapter 3 of this report.

*  Construction: The main estimates are based on monthly data on the turnover of companies in
the construction sector. The estimates are checked for plausibility by information on licences
for the construction of dwellings and other buildings and by information on days on which
work can be done and on the labour force in the construction industry.

* Mining and quarrying: the majority of the estimates are a combination of quantity data from
specialised energy statistics and PPI.

* Public utilities: the majority of the estimates are a combination of quantity data from
specialised energy statistics and PPI.

*  Ship building industry, Large capital investment projects etc.: estimates based on information
from technical journals

Trade and transport margins:

* The retail trade margins per commodity are estimated by the volume index of the private
consumption of that commodity in combination with a price index based on a comparison of
PPI and CPI.

* The wholesale margins per commodity are estimated by the average volume index of exports,
private consumption, gross capital formation and intermediate consumption in combination with
the price index of the commodity

* Generally speaking, the transport margins per commodity are estimated by the same method as
the wholesale trade margins. However, for some transport activities like freight transport by

91



road the total service is estimated by the multiplication of a quantity index from specific
transport statistics and the PPI.

Taxes and subsidies on products:

* For taxes and subsidies levied on quantity: The volume index of a tax or a subsidy equals the
volume index of the taxed commodity flow. For taxes on products the price index is the tariff
index. For subsidies on products for want of everything the price index is put to 100.

* For taxes levied on value (e.g. value added tax): The volume index of the tax equals the volume
index of the taxed commodity flow. The price index is derived from the price index of the
commodity flow (excl. tax) multiplied by the tariff index.

3.2 Intermediate consumption by industries

The first estimate of the intermediate consumption of an industry is extrapolated from the data of the
corresponding quarter in t-1 using the volume index of the output in combination with the price index
of the commodity. The price index is derived as the average of the PPI of output for domestic use and
the PPI for imports. Of course, the assumption of a fixed input-output ratio in constant prices can be
changed during the balancing of the data.

3.3 Private consumption of households

The general method for the quarterly estimates of private consumption of households is that value
indexes are derived from the monthly private consumption indexes. These indexes are based on
turnover data per separate industry in the retail trade (5-digit) and per type of shop. Volume indexes
are derived by the deflation with CPI. This method is applied for the majority of goods sold by the
retail trade and a comparable method is applied for car fuel and also for some services like hotels and
restaurant services, services of hairdressers, beauty parlours etc. The publicised private consumption
indexes are full consistent with the balanced quarterly accounts.

Some special cases:

* The estimate of the consumption of electricity, natural gas and water is based on quantity data in
combination with the CPI.

* The purchases of passenger cars are based on information on sales (value and quantity) from the
car branch organisation RAI. RAI splices sales into business use and private use.

* For the services provided by dwellings the same method is applied as for the annual accounts. See
chapter 3.

* The private consumption of the not yet mentioned services is based on the commodity flow method
(current price values and constant price values).

3.4 Gross capital formation

The majority of the estimates are based on the commodity flow method (current price values as well as
constant price values). Direct data is available for aircraft, large capital investment projects and cars.
The information on sales of cars is from the car branch organisation RAI. See also private
consumption of households.

3.5 Imports and exports

For the majority of goods the value of imports and exports is derived from the international trade
statistics. Values at constant prices are calculated by the deflation with PPI. The same exceptions
apply as for the annual accounts. See: chapter 3.

The value index and the volume index of exports of services are set equal to the indexes of output per
commodity. The volume index of the imported services is put equal to the volume index of the output
of the main users. The price index is put equal to the price index of domestic output.
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For the fourth quarter data on exports and imports of services are available from the Central bank
DNB.

4. Consistency between quarterly accounts and annual accounts

The first provisional annual estimates are partly based on the same information as the quarterly
estimates for that year. They are supplemented by the already available annual data.

After the balancing of the provisional annual tables for the year t the four quarterly estimates
are made consistent with the annual estimate. The supply and use tables of the quarters are
revalued into the average prices of t. The adjustment of the quarterly data has to fulfil the
requirement that the volume changes between two successive quarters are left intact as far as
possible. Balancing corrections of the data for a quarter are reconsidered and, if necessary,
modified.

As a result, the basic tables for the estimate of the accounts of the quarters of t+1 are based on the
most recent structural data.

After the balancing of the final supply and use tables for t the tables for the quarters of't, t+1 etc are
adjusted to the most recent structural data again.

5. Time series and seasonal adjustment procedure

Statistics Netherlands compiles and publishes two time series of quarterly data.

The data in the first time series are not seasonally adjusted. They compare the data for a quarter with
the corresponding quarters of the previous years.

The data in the second time series are seasonally adjusted. Here, each quarter is compared with the
previous quarter in the series.

The X12-ARIMA program is used to obtain these seasonally adjusted data. X-12 is developed by the
US Bureau of Census and it’s use is recommended by Eurostat. What X-12 basically does is splitting a
series of economic data into three components: a trend-cycle, a seasonal and an irregular component.
Prior to the decomposition the original series are adjusted for winter effects and calendar effects
Seasonal adjustment is done for GDP, imports, consumption, gross fixed capital formation and
changes in inventories.

Reference:

Ronald J.A. Jansen and Simon B. Algera (1988), “The methodology of the Dutch System of Quarterly
Accounts”, Statistics Netherlands Occasional Paper (NA/25).
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