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In Brief

Atticles
This month we feature three articles.

Jane Morgan of the ONS gives an account of expenditure on Research and Development (R&D) statistics up to and including 2001.
These statistics are consistent with the OECD's Frascati Manual that defines Research and Experimental Development. R&D is defined
as creative work undertaken systematically to increase the stock of knowledge and the use of this knowledge to devise new applications.
Performers and funders of Research and Development are divided into four economic sectors, which are defined: Government, Business,
Higher Education Institutions and the Private Non-Profit sector.

David Ruffles, Geoff Tily and David Caplan of the ONS and Sandra Tudor of HM Customs & Excise discuss VAT missing trader intra-com-
munity fraud: the effect on Balance of Payments statistics and UK National Accounts. The ‘carousel’ version of the fraud occurs when
gouds that have been impaorted into the UK are sold through a series of transactions before being re-exported to another EU Member
State, They may then be re-imported back into the UK. The fraud impacts on intra-EU trade statistics as these are collected via the

VAT system. Whilst ‘carousel’ transactions are captured in export data, the acquisition of the gaods in MTIC frauds is not included in
import data. Imports are, therefore, under-recarded. The purpose of this article is to explain how the fraud causes the trade deficit to be
understated, how the Office for National Statistics has made the revigions, and what their impact is on the UK National Accounts and EU
asymmetries.

l.ouise Marris and Jon Gough of the ONS introduce a new method to calculate index weights for the Producer Price Indices. The Praduc-
er Price Index (PP} is currenily being rebased and a review of certain methodological aspects has been undertaken. This includes the
approach to the calculation of index weights and the adoption of a more sophisticated method to estimate sales to the domestic market,
used to weight detailed PP series to produce indices at a more aggregate level. Introducing this new method of determining weights will
only lead to small differences in index values at the aggregate level with larger differences confined to more detailed indices. The rebased
results are to be published in October 2003.

Recent economic publications

Annual
Share Ownership 2002. Available for downloading from the National Statistics website www.statistics.gov.uk/products/p930.asp

Quarterly

Consumer Trends: 2003 quarier 1. Available for downloading from the National Statistics website www.statistics.gov.uk/products/
p242.asp

United Kingdom Economic Accounts: 2003 quarter 1. TSO, ISBN 0 11 621639 5. Price £26. Also available for downloading from the
National Statistics website www.statistics.gov.uk/products/p1904.asp

UK Trade in Goeds analysed in terms of industries (MQ10): 2003 quarter 1. Available for downloading from the National Statistics website
www.statistics.gov.uk/products/p731.asp

Monthly

Financial Statistics: July 2003. TSQ, ISBN 0 11 621598 4. Price £23.50.

Focus on Consumer Price Indices: June 2003. Available for downloading from the National Statistics website
www.statistics.gov.uk/products/p867.asp

Monthly Review of External Trade Statistics (MM24): June 2003 (published 14 August). Available for downloading fram the National
Statistics website www.statistics.gov.uk/products/p613.asp

TSO publications are available by telephoning 0870 600 5522, fax 0870 600 5533 or online at www.tso.co.uk/bookshop
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Preliminary figures extend only to the first two months of thesecond quarter,
and indicate that manufaciuring production fell by 0.1 per centin the three
months to May. Manufacturing output in May was 2.1 per cantlower than
a year before, although it has now been broadly flat since October 2002,
and may be stabilising {figure 4).

Figure 4
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External surveys are not consisteni with this picture, although they st
indicate some decline in cutput and remain below the level of 2002 (figure
6).

The source of the weakness in manufacturing since early 2000 has been
the fall in ICT industries. This decline slowed during 2002, output rose
between November 2002 and January 2003 and since then has been
broadly flat. In the latest three months cutputin the durable goods industries
rose 0.1 per cent, with an increase in the output of cars offsetting declines
elsewhere. Output in both the non-durable and the intermediate goods

industries fell by 0.7 per centin the latest three months, however outputin
the investment goods industries rose by 0.7 per cent over the last three
months. This provides some evidence that the investment decline of the
past couple of years may now have run its course.

In contrast, recent figures have raised the possibility that construction
activity has now peaked. Construction has been a considerable support
to the economy over the last year or so. Last year, it rose by 7.5 per cent
following on from 3.6 per cent in 2001. The picture so far this year
however is somewnhat different. In the first quarier output in this sector fell
by almost 2 per ceni {figure 5), leaving activity up only 2.8 percent when
compared with twelve months ago. Early indictions are that the second
quarter will see a small rise in construction output compared with the first
gquarter. External surveys did not pick up the slowdown in the first quarter,
and continue o show positive growth in the second quarier, although
lower than in 2002,
Figure 5
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Qutputin the service sector picked up in the second half of 2002 and since
then has slowed. The last two quarters have seen growth of 0.4 per cent,
similar to the level in the first half of 2002 and down on the growth of 0.8
per centin the last quarter of 2002 {figure 5).
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World Trade

Some data for world trade for CECD countries now extends fo quarter
four and generally shows a fall back in trade from the [evels seen in the
first half of 2002,

Manufacturing exports of OECD countries contracted by 0.8 per cent
compared to growth of 1.4 per cent in the previous quarter (figure 7). At
the same time imporis of marufactured goods into the OECD area slowed
considerably from a quarterly growth rate of 2.0 per cent in quarter three
t0 0.6 per cent in quarter four.

Figure 7
OECD exports of manufactures
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Notes

The series presented here are taken from the OECD's Main Econornic
Indicators and are shown for each of the G7 {except the UK) sconomies
and for the European Union (EU15) countries in aggregate. The
definitions and methodologies used conform to SNA 93.

Comparisons of indicators over the same period shoulid be treated with
caution, as the length and timing of the economic cycles varies across
countries. For world frade, goods includes manufactures, along with
food, beverages and tobacco, basic materials and fuels.

Data for EU15, France, Germany, ltaly, the USA and Japan are all

available on an SNA93 basis. Cross country comparisons are now
more valid

The tables in this article are reprinted by the permission of the OECD:
Main Economic Indicators {August) Copyright OECD 2003
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