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CONSTRUCTION IN ITALY: SOME FIGURES

Total turnover in Italy: Domestic constructions vs Constructions
abroad

Domestic Abroad

2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2008 2000 2010 2011 2012 2013 2014 2015 2016 2017

Source National Builders Association - Annual Report (2018)
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CONSTRUCTION IN ITALY: SOME FIGURES

In Italy the gross construction value of projects lasting one year or more largely exceeds
that of short-term works, both for constructions abroad (98% vis-a-vis 2%) and for
constructions in Italy (80% vis-a-vis 20%)

Construction Abroad Construction in Italy

M FDI B FDI

M Construction
Services

m Construction
Services
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DATA COLLECTION

Construction definition (BPM6 10.101 or MSITS 2010 - 3.130)

v’ Construction is valued on a gross basis, i.e. inclusive of all goods and
services used as inputs to the work.

v’ Construction is also gross in the sense that it can be disaggregated into
construction abroad and construction in the compiling economy.
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DATA COLLECTION

Construction in Balance of Payments: a “matrix” to split the item

r Construction abroad \

Construction in the compiling economy

Credits
Exports

Construction work for
non-residents by
enterprises resident in
the compiling economy,

...and goods and services
acquired in the compiling
economy from resident
entities by these non-
resident enterprises

Debits
Imports

..and goods and
services acquired from
residents in the host
economy by these
enterprises

Construction work for
residents of the compiling
economy by non-resident
construction enterprises,...

NCA D'ITALIA

EUROSISTEMA



DATA COLLECTION

How collect construction data?

v" In Italian direct reporting, FDI are collected with an annual survey
(and a monthly reports of new transactions)

v’ Trade in services is collected with a quarterly survey (Quarterly
Non Financial Transactions) and a different sample from the direct
investment survey.

Need for a single survey for both these phenomena (services and
FDI) to avoid double counting and misclassifications

A possible solution: use the services questionnaire to collect all
the construction transactions (FDI and services)
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DATA COLLECTION

DECISION RULE (FDI vs SERVICES)

For major projects (such as bridges, dams, power stations) that take a year
or more to complete and that are managed through a local site office, the
operations would usually satisfy the criteria for identification of a branch in
paragraph 4.27 and so would not be classified as trade in services;

(Construction Project - BPM6:4.29)

1YEAR RULE (A simplified approach):

According to the estimated duration of the activity, the
construction activity is either regarded as an FDI-related
operation, if the construction work extends over a period of at
least one year, or as a service transaction in the opposite case
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DATA COLLECTION

OTHER ASSUMPTIONS

Construction is valued on a gross basis, i.e. inclusive of all
goods and services used as inputs to the work

NO THIRD COUNTRY
All goods and services are considered provided from the economy of location of the

construction

LABOUR COSTS ARE INCLUDED IN CONSTRUCTION ABROAD DEBITS
No distinction between the different inputs acquired abroad: labor, goods and
services
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THE QUESTIONNAIRE

For constructions abroad, firms are required to report the
following transactions, in relation to the reference quarter:

v' Total contract value;

v’ Goods, services and labour purchased/acquired abroad (in the quarter), used
to compile the construction abroad debits;

v’ Goods purchased in Italy (in the quarter), used to adjust the BOP goods item,
by deducting the corresponding amounts from merchandise exports.
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THE QUESTIONNAIRE

TTH - Questicnnairs BANCA DITALIA

QUARTERLY NON FINANCIAL TRANSACTIONS

SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES
I2 Constructions abroad and constructions in the compiling economy

[324000000061002] || Consmuctions abmad itmnsation code = 2040)
[324000000002002] || Consinuctions in e compiing economy (ransation code = 2050)

List of construction orders itor a resams)
\VOIDSE  Countarpart counry

WdE12  Conshuction st date (yysymmad)

| . > Separate FDI and

VOMET3  Consiuction end date fpymmad) Construction
| 1
\OIDET  Curreney
| |
VOIDS:  Tofl conractvalu Total Constructions
[ =
abroad
Transaction details (o tor report [124000000000002] - Constrections abeoad] . . .
s oo st s > Avoid double counting in
| i eurws merchandise export
WOI0EL  Goods, senices and labour purchased’ acquinsd abroad .
————— = f— —>» Import of services

WO10EE  Metmargin

N >» FDIlincome

=============3 Some assumptions are done to reduce reporting burden &R BANCA D'ITALIA
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AN EXAMPLE OF COMPILATION (CONSTRUCTION)

TTH - Questionnaire Ql - 2019 BAMNCA DITALIA

QUARTERLY NON FINANCIAL TRANSACTIONS

SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES
12 Constructions abroad and constructions in the compiling economy

rz2a000co00w00z) [X]  consmuctions abroad itranzation code = 20400
[E2a0mooomenns] [T | Canstuctions in e compling Economy iransabion oo = 2050

List of construction orders ifor al rears)
\O1DEE  Counterpart counry
l | Mexico

WOHELZ  Consinuction start date fyyrrymmad)

[ | 1st of February 2019

WiHEYY  Consinuction end dale (yymmdd)

[ | 10th of April 2019

WO106e7  Currency
| | Euro

WOi0s2  Toml contract value

| |r.'r.~:|.ru:l 100,000

Transaction details ooy tor epart [1246000000000002] - Conetrctions abmad]

WOiDES Goods purchased in Haly

I Jinewen 20,000
WOies Goods, senioes and labour purciasedl acguired abroad

I Jnes 50,000
WOIDES  Metmargin

l | i aurom) 30,000
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AN EXAMPLE OF COMPILATION (CONSTRUCTION)

TTN - Questionnaire Ql - 2019 BANCA D'ITALIA

2019 Q1 BOP ARTERLY NON FINANCIAL TRANSACTIONS

SSETS [ER RANSFE!

ON | - SERVICI

12 Constructions abroad and constructions in the compiling economy

Export Import L ——

1224900000002002] [ ] Comsructons I e comping eccmomy (Yansaton codt = 2501

List of construction orders 1o at rmoons)

Constructions abroad 85,507 50,000 pp— exien

VO4E12 Consructon stan dute e

1st of February 2019

VOMS1)  ConsTucion end axte iy

Goods -20,000 C T 10thof April 2019

VOIET  Cumeney
1 Euro
R

Vo
[ Jmeee 100,000

ks oy tor eport (12 Comtraczons atroat)

(100,000 Euro / 69 total days * 59 days e

. [ Jmewms 20,000
in the quarter) = 85,507 Euro S ———

1066 Netmargn

O
[ Jmews 30,000

Goods purchased in Italy in the quarter are subtract to "general
merchandise” item(- 20,000 Euro) to avoid double counting:
they are already present in customs declarations.

All the inputs (goods, services, labor) purchased abroad in the
quarter (50,000 Euro) are considered acquired in the country
where the construction is located (simplified assumption).
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AN EXAMPLE OF COMPILATION (CONSTRUCTION)

TTH - Questionnaire Q2 - 2019 BAMNCA DITALIA

QUARTERLY NON FINANCIAL TRANSACTIONS

SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES
12 Constructions abroad and constructions in the compiling economy

rz2a000co00w00z) [X]  consmuctions abroad itranzation code = 20400
[E2a0mooomenns] [T | Canstuctions in e compling Economy iransabion oo = 2050

List of construction orders ifor al rears)
\O1DEE  Counterpart counry
l | Mexico

WOHELZ  Consinuction start date fyyrrymmad)

[ | 1st of February 2019

WiHEYY  Consinuction end dale (yymmdd)

[ | 10th of April 2019

WO106e7  Currency
| | Euro

WOi0s2  Toml contract value

| |r.'r.~:|.ru:l 100,000

Transaction details ooy tor epart [1246000000000002] - Conetrctions abmad]

WOiDES Goods purchased in Haly

l | euros)

WOi0EL  Goods, services and iabour purchasad’ acguinsd abroad

| | 2urog)

WOIi0EE Metmargin

| |t eLeos) 30,000
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AN EXAMPLE OF COMPILATION (CONSTRUCTION)

2019 QZ BOP TIN - Questionnaire Q2 - 2019 BANCA DTALIA
SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES

E Xp (0) rt I mp 0) rt 12 Constructions abroad and constructions in the compiling economy

atrosd o
(226000000002002) || Conzrustins Intre comping economy (Fanzation code = 2050)

Constructions abroad 14,493

List of construction orders (tor 3t resors)
V01068 Coumterpart counry

| | Mexico

NO4S12  Consucton ztar date (yypymmad)
Goods "7 1stof February2019

VBME13  Conzuction end aate (yyymmad)

10th of April 2019

VOI067  Cumency
[ Euro

V01054 Toml contract value

mewes 100,000

Transaction details (o for report (12 40000:0001002] - Constructions aboxd)

, uro total days ays B e WO
(100,000 E / 69 1 days * 10 day

V1064 Goocs, senvices and iabour pUPERaZed cquired 3brosd

in the quarter) = 14,493 Euro ——

V01065 Netmagn

[ Jmens 30,000

Clearly: 85,507+14,493=100,000 Euro (Total contract value)




AN EXAMPLE OF COMPILATION (FDI)

TTH - Questionnaire BANCA D'ITALIA

QUARTERLY NON FINANCIAL TRANSACTIONS

SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES

I2 Constructions abroad and constructions in the compiling economy

iz2s0moo000t002] [ Consmuctions abroad itranzation oode = 20400
[324000000062002) [ Consructions in e compling Econamy fransabion code = 2050

List of construction orders ifor al roars)

YO10EE  Counisrpart country
l | Mexico

WO4E12  Consfruction start dale Goymmdd)

[ | 1stofJanuary 2018

W43 Consfruction end dale Gyymmdd)

[ | 31th of December 2019

WOI0ET  Cumency

I ] MXN

WOI0S2  Tomal conract value

I |r.h-:|.rns.l 114‘621000,000

Transaction details joy for report [124000000000002] - Corstrctions abroad)

WOI0EE  Goods purchased in Hay

| |t 2urns)

WOi0EL  Gioods, sendces and abour purchasad’ acguirsd abmoad

| |iim aurms)

WOI06E  Metmargin

| o 2urngy 150!00();000
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AN EXAMPLE OF COMPILATION (FDI)

2018 Q1 BOP

TIN - Questionnaire BANCA D'ITALIA
1] ' QUARTERLY NON FINANCIAL TRANSACTIONS
InveStmentS DlSlnveStmentS SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES
FDI EqUI ty ASSG t 1 8 2 O 0 0 0 0 0 0 I2 Constructions abroad and constructions in the compiling economy
) )

1224000000081002] [ Conzructions abroad iranzation coce = 20401
1324000000002002] [ Conzructions In e compiing economy (ranzation code = 2050)

List of construction orders (tor 31 recons)

Credits Debits p—— _
| | Mexico
FDI - Dividends 0 0 T tst of January 2018
PN r— 31th of December 2019
\OI067  Cumency
L] MXN

VOi0SS  Toml comract value

mern 1,462,000,000

Transaction details (oy for report [124000000001002] - Comtruations atrox)
VOI0ES  Goods purchased n sy

| I—

VOI0EL  Goodz. senvices NG OUT DUTTNOZED) QUM 3br0ad

(1,462 million/ 731 total days * 91 days —
in the quarter) = 182 million of Euros

01066 Netmagn

[ Jmens 150,000,000
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AN EXAMPLE OF COMPILATION (FDI)

2018 Q2 BOP

TN - Questionnaire BANCA D'ITALIA

Investments | Disinvestments

_ QUARTERLY NON FINANCIAL TRANSACTIONS
FDI - Equity Asset 182,000,000 0 SECTION | SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES

12 Constructions abroad and constructions in the compiling economy

1224000000081002] [ Conzructions abroad iranzation coce = 20401
[324000000002002) || Consuctions In e compiing eccnomy (Fanzaticn code = 2050)

List of construction orders (tor 31 recons)

Credits Debits
FDI - Dividends 0 0 i — ! Mexico

ND4S12  Gonzucton star date (yyyymmad)

1st of January 2018

WD4513 Consucton end date (yy/y™mad)

31th of December 2019

V01067  Cumrency

L] MXN

VOi0SS  Toml comract value

mern 1,462,000,000

Transaction details (oy for report [124000000001002] - Comtruations atrox)
NOI065  Goods purchazed n iy

S —

11 k
(1,462 million/ 731 total days * 91 days S ———

in the quarter) = 182 million of Euro P — 150000000

The approach in the compilation is the same in the
following quarters (up to the penultimate)
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AN EXAMPLE OF COMPILATION (FDI)

2019 Q4 BOP

TN - Questionnaire BANCA D'ITALIA

QUARTERLY NON FINANCIAL TRANSACTIONS

InveStmentS D151nveStmentS SECTION | - SERVICES, INTANGIBLE ASSETS, UNILATERAL TRANSFERS, SALARIES & WAGES

. I2 Constructions abroad and constructions in the compiling economy
FDI - Equity Asset 184,000,000 | 1,462,000,000

1224000000081002] [ Conzructions abroad iranzation coce = 20401
1324000000002002] [ Conzructions In e compiing economy (ranzation code = 2050)

List of construction orders (tor 31 recons)

Credits Debits g J

Mexico

ND4S12  Gonzucton star date (yyyymmad)

FDI - Dividends 150,000,000 0 [ 1stofJanuary2018

WD4513 Consucton end date (yy/y™mad)

31th of December 2019

\O1067

Currency
L] MXN
V01054 Tomi cormract value

mern 1,462,000,000

Transaction details (oy for report [124000000001002] - Comtruations atrox)
VOI0ES  Goods purchased n sy

| I—

NOICEL  Goodz, ZeTVices 3NG IECUT DUTIOZAS/ SIOUMEd B0rTad

(1,462 million/ 731 total days * 92 days ——
in the quarter) = 184 million of Euro

01066 Netmagn

[ Jmens 150,000,000
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SOME CONCLUSIONS

v" Direct survey seems the only way to have full information about
construction (FDI or Services)

v" The use of the same survey for any the type of construction ( FDI or Trade
in Services) has some advantages.

v" It can be useful have an idea of the dimension of the two phenomena: FDI
and trade in services.

v" Simplifications are possible (and sometimes are necessary), because the
questionnaire should be clear to respondents.
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