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[bookmark: _Toc158394074][bookmark: _Hlk123946545]Background
In May 2023, the Task Team on International Trade Statistics (TT-ITS) under the UN Committee of Experts on Business and Trade Statistics (UNCEBTS) for the revision of the trade-related standards, conducted 1st global consultations[footnoteRef:2] relating to the revision of trade statistics manuals (International Merchandise Trade Statistics: Concepts and Definitions 2010 – IMTS 2010 and the Manual on Statistics of International Trade in Services 2010 – MSITS 2010). It focused on topics relating to changes to the concepts and definitions in the manuals, and outlines, i.e.  [2:  https://unstats.un.org/wiki/x/AoCLCQ] 

(a) Definition, scope, and delineation of goods and services
(b) Comprehensive review on the impact of BPM 6 updates
(c) Definition and delineation of ICBT (Informal Cross Border Trade)
(d) Valuation – utilizing invoice value in addition to CIF and FOB
(e) Measurement of digital trade
(f) Linking of trade and business statistics
(g) Change of ownership in IMTS v. BOP
(h) Clarification on cultural products resulting from creative industries
(i) Impact of trade on wellbeing, labour, and productivity
(j) Draft outlines for IMTS and MSITS

This is a 2nd round of consultations on more topics (including concepts and definitions, as well as some compilation issues), i.e.    
(a) Scope of IMTS, inclusion of goods crossing the border illegally.
(b) Amended scope of Informal Cross-Border Trade (ICBT).
(c) Global production arrangement, including FGPs and nature of transaction.
(d) Trade System.
(e) SDMX for trade statistics.
(f) National practice assessment on integrating business and trade statistics.
(g) National practice assessment on the valuation of long-term contracts.

Box 1 below lists a few more topics under the consideration of the Task Team on International Trade Statistics, however no feedback is sought in this consultation. Relevant Guidance Notes are included for information purposes only. 


	Box 2.  Additional items for information

	      Topic
	Related GN

	1
	Bilateral asymmetries
	GNV.3

	2
	Measurement of Modes of Supply 
	GNV.10

	3
	Impact of trade on the environment and sustainability 
	GNH.4

	4
	Impact Of ISIC And CPC Revisions 
	GNH.8

	5
	Use of alternative data sources
	GNV.14

	6
	Importance of data, models, and analyses on Global Value Chains
	GNH.2

	7
	Price and Volume Measurement 
	GNV.8

	8
	Classification: BEC Rev.5 and Business Functions
	GNH.7

	9
	Treatment of coins of legal tenders from precious metals
	GV13.b




[bookmark: _Toc158394075]Topics for consultation

[bookmark: _Toc158394076]Scope of IMTS, inclusion of goods crossing the border illegally
IMTS 2010 recommends exclusion of Goods entering or leaving the economic territory of a country illegally (para 1.59). On the other hand, the general recording principle of IMTS requires that all goods which add to or subtract from the stock of material resources of a country by entering (imports) or leaving (exports) its economic territory should be recorded. This is the main justification for inclusion of goods entering or leaving an economic territory illegally as these would change the stocks. This change in recommendation will also make IMTS more consistent with BOP.
[bookmark: _Hlk158308768]The Guidance Note V.4b considers the treatment of non-observed trade which includes, among others, trade in illegal goods and services, and trade in otherwise goods that are legal but entering or leaving the economic territory of a country illegally and in otherwise services that are legal but provided or acquired illegally. Furthermore, it outlines an expansion in the scope of ICBT to include illegal movements of legal goods and services. The objectives are improved coherence of IMTS principles and consistency with BOP – particularly, with the framework of non-observed and informal economy.
The main recommendations in this Guidance Note are:
i) IMTS and SITS will include trade in illegal goods and services and those traded illegally;
	
	Current IMTS
	1st Proposal ICBT
	Proposal IMTS
	Amended Proposal ICBT

	Legal goods
	Include
	Include if conducted by informal units
	Include
	Include if conducted by informal units

	Illegal goods
	Exclude
	Exclude
	Include
	Exclude

	Legal movement
	Include
	Include if conducted by informal units
	Include
	Include if conducted by informal units

	illegal movement
	Exclude
	Exclude
	Include
	Include if conducted by informal units

	De minimis
	Include if significant
	Include if conducted by informal units
	Include if significant
	Include if conducted by informal units

	Shuttle Trade
	Include if significant
	Include if conducted by informal units
	Include if significant
	Include if conducted by informal units



ii) the scope of ICBT should be expanded to include illegal movements of otherwise legal goods and services. Figure below presents a decision tree for classifying ICBT in goods. Wrongly declared, underdeclared, undeclared, mis-invoiced, or mischaracterized transactions by formal units are not within the scope ICBT but should rather be accounted for as non-observed trade as part of exhaustive measures of production.
[image: ]
[bookmark: _Toc158394077]Amended scope of Informal Cross-Border Trade (ICBT) 
GNV.4a is an amended GNV.4 which defines the ICBT both in IMTS and MSITS that can be consistent with country best practices and the informal economy conceptual framework as described by the guidance note (IE.1) for the SNA update on the informal economy. GNV.4 was included in the first global consultations in May 2023 and the feedback on the issues relating to ICBT include smuggling, and illegal goods (including products illegal in one country and not another).    GNV.4a is addressing the issues identified in the first global consultation especially considering the Guidance Note on Non-observed trade (GNV.4B).

[bookmark: _Toc158394078]Global production arrangement, including Factoryless Goods Producers (FGPs) and nature of transaction 
One of the features of globalisation is that manufacturers and service providers have adopted a variety of new arrangements which fragment the production process across different companies and countries. Building on the typology of various types of international production arrangements presented in the Guide to Measuring Global Production, The Guidance Note, C.4 in the update of BPM makes a distinction between processing setups and FGPs. In a processing setup, the principal maintains ownership of some or all of the material inputs which are processed by the contractor. In an FGP-setup, the principal does not own any of the material inputs during the production process carried out by the contractor. It remains, however, deeply involved. The principal owns the intellectual property products (IPPs) embedded in the product, it controls the production process, and it has responsibility for marketing.
These arrangements pose challenges for compilers of national accounts, Balance of Payments (BOP), IMTS and ITSS and therefore need to be analysed carefully. In this context, GNV.9 deals with the recording of transactions related to global production arrangements. It explores whether IMTS can be a source of information on factoryless goods producer set-ups and on the valuation of the related goods. Furthermore, GNV.9 proposes that IMTS compilers in the countries of the principal, the contractor and the final customer should be encouraged to identify transactions related to global production arrangements whenever possible, potentially through nature of transaction codes.
.
GNV.12 considers customs procedure codes (CPCs) and the nature of transaction codes (NoT codes) in IMTS. The perspective is twofold: On the input side, the GN discusses the value of CPCs and nature of transaction codes as tools for including/excluding transactions in IMTS, for ensuring a correct transition from IMTS to BOP and for identifying transactions for analytical purposes. On the output side, the possibility for publishing information derived from CPCs and NoT codes, thereby increasing the value of the statistics for users, is highlighted. Improved data items for publication are suggested, specifically it is recommending introducing an encouragement in the IMTS manual to publish data by stand-alone statistical output codes derived from information in CPCs and nature of transaction codes. Among other things, these statistical output codes would shed light on transactions carried out within global production arrangements. 
.
[bookmark: _Toc158394079]Trade System 
IMTS 2010 recommends the use of the general trade system but recognizes the special trade system as well. In a general trade system, a compiling country’s statistical and economic territories are the same and hence the coverage of IMTS is comprehensive. For special trade system, the so called strict and relaxed definitions have been in use in some countries. The strict definition of the special trade system is used when the statistical territory comprises only the free circulation area, that is, the part within which goods may be disposed of without customs restrictions. The relaxed definition of the special trade system is in use when (a) goods that enter a country for, or leave it after, inward processing, as well as (b) goods that enter or leave an industrial free zone, are also recorded and included in international merchandise trade statistics. 
The use of the strict definition of the special trade system is a major source of discrepancies in international trade statistics between partners. On the other hand, analyses by the task team found that when the relaxed definition is used, discrepancy with data compiled on a general trade system basis is marginal. 
Although the general trade system is conceptually ideal, a number of countries still use the special trade system due to both practical challenges and policy needs. It is possible that for certain policies, the policy makers need international trade statistics covering only a subset of the territories constituting the economic territory. 
GNV.6 includes the following main recommendations:
i) Countries to use the general trade system for compilation of both import and export statistics. If not possible, use the relaxed definition of the special trade system. Data should include sufficient details so that IMTS can be compiled on the basis of any definition of the special trade system which may be necessary to meet policy needs (if applicable). 
ii) The strict definition of the special trade system should be considered only as a last resort. It should be recognized that the use of the strict special trade system for dissemination affects data quality and leads to bilateral asymmetry.
iii) If the special trade system is used, compile or estimate, at least on an annual and a quarterly basis, with full geographical and commodity breakdowns (unless such trade is insignificant), statistics on goods imported into and exported from a) premises for customs warehousing, b) premises for inward processing, c) industrial free zones or commercial free zones. 

[bookmark: _Toc158394080]SDMX for trade statistics 
The variation in data and metadata across countries, regions, and international organizations can lead to challenges in reporting and comparing trade data. This can result in increased burden on national statistical offices (NSOs) and the use of additional resources when exchanging data with regional, supranational, and international organizations. SDMX (Statistical Data and Metadata eXchange)  is an ISO standard designed to describe statistical data and metadata, normalize their exchange, and improve their efficient sharing across statistical and similar organizations. It provides an integrated approach to facilitating statistical data and metadata exchange, enabling interoperable implementations within and between systems concerned with the exchange, reporting, and dissemination of statistical data and their related meta-information. It specifies uniform structures, concept definitions, and code lists for the transmission of IMTS data and metadata. 
GNV.15 describes the conceptual and basic technical elements for implementing SDMX in international trade in goods statistics, considering the topics and proposed updates for the future IMTS 202X.  The aim is to specify uniform structures, concept definitions, and code lists for the transmission of IMTS data and metadata, considering the latest version of the SDMX technical standard (3.0 adopted in 2022), and the updated recommendations on International Merchandise Trade Statistics and Trade in Services Statistics (IMTS and SITS 202X). This Guidance Note addresses both the upgrading of SDMX-IMTS to updated standards and its implementation. It also discusses the possibility of developing Data Structure Definitions (DSD) for Merchandise Trade by Enterprise Characteristics (TEC), Services Trade by Enterprise Characteristics (STEC), as well as evaluates the options for SDMX for International Trade in Services Statistics (SDMX-SITS).
That is, the revision of IMTS 2010 (202X) is expected to introduce new data variables, notably due to the impact of the Guidance Notes V.7 (Valuation – Utilizing Invoice Value in Addition to CIF, FOB) and V.12 (Trade Flow, Nature of Transactions and Customs Procedure Codes). 
For trade by enterprise characteristics statistics, Eurostat has developed TEC and STEC DSDs which the European countries have been using for data exchange. These can be re-purposed for use at the global level. For SDMX-SITS, it should be explored if SDMX-BOP can be used with some extensions or there is a need for a new DSD.

[bookmark: _Toc158394081]National practices assessment on integrating business and trade statistics 
Traditionally, business and trade statistics have been compiled and used separately [footnoteRef:3], [footnoteRef:4], however, integrating business and trade data may provide useful information for policymaking by considering the characteristics of enterprises involved in the trade of goods and services such as their economic sector, intra-firm trade, the size of the companies, interconnections of countries (e.g., global production arrangements, Global Value Chains), the employment they generate, as well as the kind of goods and services traded, which are data of vital importance to know the impact of issues such as globalization and international trade on the national income, economic growth, and the impacts on society.  [3:  BOPCOM (2020).  Guidance Note: C.2 Goods, Services, and Investment Income Accounts by Enterprise Characteristics. https://www.imf.org/en/Data/Statistics/BPM/CATT]  [4:  Eurostat. (2023). European business statistics compilers’ manual for international trade in goods statistics - trade by enterprise characteristics. [electronic version], 2023 edition. Luxembourg: Publications Office of the European Union Publishing. https://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/w/ks-gq-23-006] 

TT-ITS is working on the Handbook on Integrating Business and Trade Statistics (HIBTS). The HIBTS aims to provide conceptual and methodological framework related to the integration of business and trade statistics. Linking firm-level business data with international trade data enables an efficient integration of business and trade statistics. However, there are significant methodological obstacles, such as incomplete source data, lack of unique identifiers, large and complex business structures, lack of information about the informal sector, legal and confidentiality issues. The aim of this consultation is to get country practices and experiences in integration of business and trade statistics, including mainstreaming geographical and gender dimensions, among others. Respondents are encouraged to use a template being provided for the sharing of national practices in order to ensure standardized input.   

[bookmark: _Toc158394082]National practice assessment on the valuation of long-term contracts 
Valuation of trade under long-term contracts has raised some conceptual issues for compilers, particularly in commodity exporting economies. BOPCOM 15/17 notes that “...the Production of bulk commodities usually requires significant upfront capital. In order to guarantee a return on investment, trade in these commodities frequently involves long-term contracts (with terms extending beyond 20 years), with either fixed prices or index-linked prices supported by a floor. However, over time, the contract prices can deviate markedly from the spot price for the commodities.”[footnoteRef:5]. Although no change was made to the recording in the Balance of Payments, there is interest in the topic. Collection of further data and information on long-term contracts, particularly whether such contracts may be transferable or tradeable, would improve analysis and understanding in the future. Long-term contracts are not discussed in IMTS 2010, however it was identified as a research topic relating to the update of the trade manuals.  GNV.13a does not propose any changes to the recording of long-term contracts but encourages countries to conduct further research into the use of long-term contracts as a hedge against risks. [5:  https://www.imf.org/external/pubs/ft/bop/2015/pdf/15-17.pdf] 
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