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The Valuation Matrices 

Introduction 

In the supply and use system, the valuation concepts constitute an important element. 

Valuation concepts of product flows: 

• Transactions are valued at the actual prices agreed upon by the transactors.  

• Market prices are thus the basic reference for valuation in the supply and use system.  

• In the absence of market transactions, valuation is made according to costs incurred (non-market 
services produced by government) or by reference to market prices for analogous goods and 
services (services of owner-occupied dwellings).  

Valuation Concepts in the ESA 1995  

ESA 1995 identifies two main valuation concepts of the goods and services. 

1.  Purchasers’ prices:  

 At the time of purchase, the purchaser’s price is the price the purchaser actually pays for the 
products; including any taxes less subsidies on the products (but excluding deductible taxes like VAT on the 
products); including any transport charges paid separately by the purchaser to take delivery at the required 
time and place. 

2.   Basic prices:  

       The basic price is the price receivable by the producer from the purchaser for a unit of a good or service 
produced as output minus any tax payable on that unit as a consequence of its production or sale (i.e. 
Taxes on products), plus any subsidy receivable on that unit as a consequence of its production or sale (i.e. 
subsidies on products). It excludes any transport charges invoiced separately by the producer. It includes 
any transport margins charged by the producer on the same invoice, even when they are included as a 
separate item on the invoice. 

• The difference between these two basic valuation concepts relates therefore to trade and 
transport margins on the one hand, and to taxes less subsidies on products on the other. 

• Producers’ prices were the main valuation concept in the former system of national accounts. 
When we also introduce the concept of producers’ prices, the difference between these two 
valuation concepts can be attributed to the two factors. 

  

 Producers’ prices: The producers’ price is the amount receivable by the producer from the 
purchaser for a unit of a good or service produced as output minus any VAT, invoiced to the purchaser. It 
excludes any transport charges invoiced separately by the producer. 



• The relationship between the different types of prices  

 Purchasers’ prices (excluding any deductible VAT) 

 - Non-deductible VAT 

 - Trade and transport margins 

 = Producers’ prices 

 - Taxes on products (excl. VAT) 

 + Subsidies on products 

 = Basic prices 

However, the basic data which are used to compile the supply and use tables have different valuations: 

• Production and output data are usually valued at basic prices or at producers’ prices. 

• Data on intermediate consumption and final use are usually valued at purchasers’ prices. 

• Imports are valued at CIF-prices. 

 Price of a good delivered at the border of the importing country, or the price of a service delivered 
to a resident, before the payment of any import duties or other taxes on imports or trade and transport 
margins within the country. 

• Exports are valued at FOB-prices. 

 Price of a good at the border of the exporting country, or the price of a service delivered to a non-
resident, including transport charges and trade margins up to the point of the border, and including any 
taxes less subsidies on the goods exported. 

• Without separating the different valuation components of the product flows, a supply and use 
framework cannot be balanced and made consistent.  

• It is thus the task of the valuation matrices to bridge the differences between the valuation at 
purchasers’ prices and the valuation at basic prices. 

• The valuation matrices comprise all flows that are related to the supply and use of trade and 
transport margins and the supply and use of taxes less subsidies on products.  

• On the supply-side, valuation matrices are needed to transform supply from basic prices to supply 
at purchasers’ prices and thus to be able to balance supply and use at purchasers’ prices.  

• On the use-side, valuation matrices are required to transform the use data from purchasers’ prices 
into basic prices.  

 

 

 



Valuation matrices and their role in the compilation of supply – use framework 

  

• At the supply side, data on the trade and transport margins by products as well as data on taxes 
less subsidies on products classified by homogeneous products are required.  

• These valuation matrices are then added to total supply at basic prices resulting in total supply at 
purchasers’ prices.  

• This approach enables the balancing of supply and use at purchasers’ prices. 

• The second kind of valuation matrices relate to the trade and transport margins and taxes less 
subsidies on products incorporated in the use flows at purchasers’ prices.  

• The product totals of these use-side valuation matrices should, of course, be the same as the totals 
on the supply side.  

• Deducting these use-side valuation matrices from the use data at purchasers’ prices results in use 
data at basic prices. 

The valuation matrices in the supply and use framework 

• Valuation matrices comprise information on trade margins, transport margins, taxes on products 
and subsidies on products.  

• Valuation matrices can be established for the supply side and the use side at the same time.  

• In a balanced supply and use system the column totals of supply-side valuation matrices and use-
side valuation matrices are equal. 

 

 



1. Supply side valuation matrices 

  

• The table shows the structure of supply at basic prices, including a transformation into purchasers’ 
prices.  

• The left part of this table starts with the domestic output of the various industries showing the 
products produced by them, valued at basic prices. 

• In the supply table, trade and transport margins are reported in row (4) for total supply at basic 
prices.  

• To arrive at purchasers’ prices for each product, trade margins and transport margins have to be 
reallocated from trade and transport services to the traded products.  

• In column (12) of the supply table, a new allocation of trade and transport margins is realised with 
positive entries (+) in the rows of the traded and transported products and negative entries (-) in 
the rows of trade services and transport services. The total of column (12) of trade and transport 
margins is always zero. 

• The inclusion of the imports CIF by products results in the total supply by products at basic prices 
(column 11). 

• In order to compile trade and transport margins by products in column (12), the elaboration of 
additional sub matrices is necessary which reflect supply-side trade and transport margin matrices. 
The structure of these matrices is shown in Table. 

• The column totals of this matrix are then entered in column (12) of the supply table. 



 

Use side valuation matrices 
 
The table shows the structure of the use table at purchasers’ prices. 

  

• This table comprises three sub matrices: the intermediate consumption matrix showing 
intermediate consumption by industries and products,  

 the final uses matrix showing final uses by types and products,  

 and the value added matrix showing the components of value added by industries. 

• Both the intermediate consumption and the final uses matrix are valued at purchasers’ prices, thus 
including trade and transport margins and including product taxes less subsidies.  



• The transition of the use table from purchasers’ prices into basic prices involves the elaboration of 
use-side trade and transport margin matrices and of use-side matrices of product taxes less 
subsidies.  

• Use-side trade and transport margin matrix has the same dimensions as the intermediate 
consumption and final uses matrix at purchasers’ prices.  

• It shows the allocation of the trade and transport margins for each product to each element of the 
use table at purchasers’ prices.  

• Hence, it tells how much trade and transport margins are included in the purchasers’ price or, in 
other words, which amounts need to be deducted from the purchasers’ price in order to achieve 
the valuation of basic prices, if similarly, product taxes less subsidies are also deducted. 

• Having elaborated Use-side trade and transport margin matrix , the next step is to deduct the trade 
and transport margins from each single entry in the use table.  

• Furthermore, it is necessary to reallocate the deducted trade and transport margins to the specific 
trade and transport service products distinguished in the product classification applied. 

• Similarly, a use-side matrix on product taxes less subsides also has to be estimated. The layout of 
this table is equal to that 

• of the use-side trade and transport margin matrix . This table shows the amount of product taxes 
less subsidies included in the purchasers’ price.  

• For the estimation of these data, the relations between the value or the physical quantity and the 
tax rate of the specific product will have to be used. 

• The taxes less subsidies on products allocated at the use-side to be deducted from the purchasers’ 
prices must be equal to the taxes less subsidies on products received by the government and 
measured on an accrual basis. 

(Example 6.1)  

• The estimation of the trade and transport margins is an important step in the compilation of supply 
and use tables. 

• The data situation for compiling the valuation matrices is often quite poor.  

• Thus, plausible assumptions have to be made.  

• Also, it might be advisable to make benchmark estimates for a year with a favourable data situation 
which then could be used for subsequent years.  

Trade Margins  

• Wholesalers and retailers actually buy and sell goods. However, the goods purchased are not 
treated as part of their intermediate consumption in case they are resold with only minimal 
processing such as grading, cleaning and packaging. 

• Wholesalers and retailers are treated as supplying services. Their output is measured by the total 
value of the trade margins realised on the goods they purchase for resale.  



The ESA 1995 defines a trade margin as: 

 “A trade margin is the difference between the actual or imputed price realised on a good purchased 
for resale and the price that would have to be paid by the distributor to replace the good at the time it is 
sold or otherwise disposed of. By convention, holding gains and losses are not included in the trade margin. 
However, in practice, data sources may not allow to separate out all the holding gains and losses. Trade 
margins are valued at basic prices.”  

• In practice, trade margins are derived as the difference between the trading sales and the costs of 
goods purchased for resale adjusted by changes in stocks (if possible, adjusted by holding gains and 
losses): 

 Trade sales (at basic prices) 

 - Costs of goods purchased for resale (at purchasers’ prices) 

 - Trading stock at the beginning of the period (at purchasers’ prices) 

 + Trading stock at the end of the period (at purchasers’ prices) 

 = Trade margin (at basic prices)  

• In order to derive trade margins, either for single goods, industries or the total economy, data on 
trading sales (trade turnover), data on goods purchased for resale and trading stock at the 
beginning and at the end of the period must be available.  

• Usually, structural business statistics or specific trade surveys do deliver such data at the level of 
industries. However, trading is also an important secondary activity of nearly all industries. 

• Trading activities in the system are measured by trade margins, regardless whether done by traders 
as their main activity or by other industries as part of their secondary outputs. 

Compilation of trade margin matrices 

• Some countries collect data from annual business surveys covering margins by type of product 
earned by wholesalers, retailers and motor traders, and the total purchases and sales of traded 
goods and services for all other industries.  

• However, in many cases trade margins for products are not available from surveys. 

• Due to availability of data sources, one might start the compilation of the trade margin matrices 
either from the supply side or from the use side.  

Transport Margins  

• Aside from the trade margins, transport margins are another valuation component relating to the 
delivery chain of the products from the producer to the final user.  

• Transport margins represent freight transportation services of products when invoiced separately 
by the seller. Transport margins are defined as follows: 



 “Transport margins are the transport costs for transportation of products paid separately by the 
purchaser and included in the use of products at purchasers’ prices but not in the basic price of a 
manufacturers’ output or in the trade margins of wholesalers or retail traders.”  

Such transport margins include in particular: 

• transport of goods from the place where it is manufactured or sold to the place where the 
purchaser takes delivery of it in case the manufacturer or trader pays a third party for the 
transport, if this amount is invoiced separately to the purchaser; 

• transport of goods arranged by the manufacturer or by the wholesale or retail trader in such a way 
that the purchaser has to pay separately for the transport costs even when the transport is done by 
the manufacturer or the wholesale or retail trader himself.  

Compilation of Transport Margin Matrices  

• Supply Side transport margins 

• Use Side transport margins  

Taxes and subsidies on products  

• A tax on a product is a tax that is payable per unit of some good or services.  

• The tax may be a specific amount of money per unit of quantity of a goods or services (e.g. mineral 
oil tax), or it may be calculated ad valorem as a specified percentage of the price per unit of value 
of the goods and services transacted (e.g. value added tax).  

• A subsidy on a product is a subsidy payable per unit of output of a good or service.  

• The subsidy may be a specific amount of money per unit of quantity of the good or services, or it 
may be calculated ad valorem as a specific percentage of the price per unit.  

Compilation of product tax and subsidy matrix 

• The first compilation requirement refers to the column (13) vector of supply table at basic prices.  

• The product taxes less product subsidies are shown by products.  

• This step necessitates classifying the different product taxes/subsidies according to the product 
classification used. appropriate more detailed level of the classification in use.  

• The same has to be done for the product subsidies.  

• The second compilation step with respect to the product taxes and subsidies refers to the 
allocation of the product taxes and subsidies at the use side (intermediate use and final uses) at 
purchasers’ prices.  

 


