
THE 2008 ROUND OF REVISIONS OF THE NON-MANUFACTURING REGULATION (NMR) 

AND REGULATORY IMPACT (RI) INDICATORS  

The Non-Manufacturing Regulation (NMR) and Regulatory Impact (RI) indicators have been updated, 

revised and the country coverage extended. The NMRs measure the regulatory stance in 9 non-

manufacturing sectors. The RI  measures the “knock-on” effects of anti-competitive regulations in one 

sector on all other sectors of the economy. The main features of the new set of indicators are: 

• Extension of the time coverage to include the years up to 2007 

• Extension of the country coverage from previously 21 to 30 member countries 

This note discusses these extensions, as well as several smaller changes, revisions and updates to the 

methodology.  

A1.1 The Non-Manufacturing Regulations (NMR) indicator system   

The NMR indicators comprise two broad groups of sectors. The first group consists of the network sectors 

Energy (electricity and gas), Transport (air, rail, road transport) and Communications (post and 

telecommunications) (ETCR). These ETCR indicators have now been computed for a time series spanning 

the years 1975 to (end of) 2007. The second group covers regulations in retail trade and professional 

services (RBSR).1 These indicators are like the economy wide PMR indicators computed for the three 

years 1998, 2003 and 2007. The construction of the NMR indicators follows the same bottom-up approach 

as the economy-wide PMR indicators. Qualitative and to a smaller extent quantitative information is 

summarised in low level indicators that are then aggregated stepwise into an aggregate indicator for each 

sector.  The structure and methodology of these indicators are described in detail in Conway and Nicoletti 

(2006) (see also figure 1). In the following, the focus is on the new features of the updated indicators.  

                                                      
1 Information on regulations in professional services is available for 4 disaggregated sectors: legal, accounting, 

architectural and engineering services.  
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Figure 1: The tree structure of the NMR indicators 

Panel A: The indicators for regulation in network sectors (ETCR) 
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Panel B: The indicators for regulation in retail trade and professional services (RBSR) 
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A1.2 Data sources 

The information to compute the NMR consists of three main sources 

• Country answers to the OECD Regulatory Questionnaire for the years 1998, 2003, 2007 

• Additional explanations given in the OECD Regulatory Questionnaire about policy changes 

between 2003 and 2007 and  

• External sources (e.g. other OECD publications, European Commission publications, 

International Energy Association (IEA), Privatisation Barometer etc.) 

While the country answers to the questionnaire were the exclusive source of information to construct the 

RBSR indicators, the construction of the ETCR’s relied more heavily on the latter two sources. In cases 

where none of the above sources of information were available the folowing simple rules were applied to 

fill missing values:  

• If for individual questions replies were missing for 2007, but information was available from the 

2003 questionnaire, the 2003 replies were used assuming no change in regulation since then  

• If the questionnaire indicated no policy change between two years (1998/2003 or 2003/2007), it 

was assumed that no policy change occurred in the years in between two questionnaire responses 

• If the earliest year with available data indicated the highest level of regulation, then the highest 

level of regulation was also assumed to be in effect for all years prior to the year with available 

data 

• The highest level of regulation was also assumed for former communist eastern European 

countries (Czech Republic, Hungary, Poland, Slovak Republic) for the years prior to 1991   

• If available data indicated a policy change between two points in time but no information was 

available on the exact date, it was assumed that  policy change occurred in the middle of the 

period for gaps in the time series of less than or equal to 7 years 

• In the case of quantitative responses (market shares, public ownership share etc.) missing values 

were filled by linear interpolation between two years with available data 
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Overall data collection resulted in approximately 95% percent data availability for the detailed low level 

ETCR indicators2 and 93% for the low level RBSR indicators In some cases old values of the indicators 

have been revised based on revised country responses to the 2003 questionnaire or newly available external 

sources.  

A2.1 The Regulatory Impact indicator system   

The effect of product market regulations is by no means confined to the non-manufacturing sectors. The 

extent of regulation in one sector influences the cost or organizational structure of another sector that uses 

the products of the first sector as inputs. This will affect the costs of entry for new firms that are rely on 

these inputs, the extent to which firms outsource these inputs, the organisation of work within the firm, the 

allocation of resources between firms and ultimately the scope for the associated productivity 

improvements. 

The Regulatory Impact (RI) indicators have been developed to measure these “knock-on” effects of the 

regulations in one sector on the other sectors (see Conway and Nicoletti, 2006, for details). The “knock-

on” effects on the economy will be a reflection of two main factors: 

• The extent of anti-competitive regulation in a particular sector 

• The importance of this sector as supplier of intermediate inputs in other sectors 

In this round of the indicator update and revisions, the total input coefficients which are used to measure 

the second factor are based on an updated set of input-output tables. The major improvement of these 

updated tables is that they cover a larger set of countries (see below).  

Based on these two basic factors the regulation impact indicators are calculated in the following way: 

jkj jtkt wRRI ⋅= ∑  

where the variable  is an indicator of anti-competitive regulation in sector j at time t and the weight 

is the total input requirement of sector k for intermediate inputs of sector j. The (harmonised) input-

output data for OECD countries, and therefore the jk , exists at the 2-digit (ISIC rev3) level, implying 

 jtR  must also be calculated at this level of sectoral aggregatio

jtR

jkw

that

 w

n.  

                                                      
2 In Iceland no gas and rail sector exists. Thus, the ETCR indicator was computed based on the remaining sectors. 
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The total input coefficients (the ’s in the above formula) are used to measure the importance of a 

regulated sector as a supplier of intermediate inputs for another sector. These coefficients can be derived 

from harmonised input-output tables, which provide a snapshot view of the purchases and sales of 

intermediate inputs between different sectors in a given year. As previously total input coefficients are 

calculated as follows. If Y is a vector of industry gross outputs, D a vector of demand for final goods, and 

A a matrix of technical coefficients – that is, the share of inputs from industry j used in producing one unit 

of output of industry k – then the basic relation between output and final demand can be expressed as: 

jkw

D=(I-A)Y, or alternatively, Y=(I-A)-1D 

 

In this equation (I-A)-1 is the Inverse Leontief Matrix of the input-output coefficients and describes how 

many units of an industry’s output have to be produced at any stage of the value chain in order to produce 

one unit for final demand. 

In this round of revisions an updated and revised set of input-output tables was used  (see Yamano and 

Ahmad (2006) and Wixted, Yamano and Webb (2006) for details). The major advantage of these new I/O-

tables is that they are available for a larger set of countries. Previously, only 13 I/O tables were available 

for the 21 countries covered. Thus, for the missing countries, I/O tables from reference countries were 

employed, under the assumption that the input output structures of these countries were comparable. In this 

version this assumption was relaxed as input output data for 29 countries was collected (only Iceland is not 

available).  

As past versions of the RI the input output structure is held constant over time, i.e. only the I/O tables for 

one specific year are used.3 The main reason for this is that the changes in the RI indicator should reflect 

policy changes and not changes in the weights. An additional reason is that to the extent that RI indicators 

are to be used in empirical analysis, it is desirable to minimise the endogeneity between regulation and 

input-output structure. The drawback of this choice is of course that changes in the input-output structure 

over time are not captured, which can be potentially important given the increasing importance of 

outsourcing in the recent period of globalization. However, globalization has mainly affected the division 

between domestic and imported intermediates. Thus, total inputs are used as the relevant measure, which 

include both domestic and imported intermediates and is therefore more robust over time.  

                                                      
3 In this version slightly more recent I/O tables  relating to the year 2000 were used, as compared to the previous 

version in which I/O tables for 1995 were used. This in line with the extension of the time dimension of the 
indicator system to the year 2007.   
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According to this methodology total input coefficients can be calculated for 38 (ISIC rev3) sectors in 29 

OECD countries. For countries in which data on intermediates was not available at this level of 

disaggregation the total input coefficients were computed at a slightly higher level of aggregation. It 

follows that the overall RI indicator can also be calculated for these 38 (or slightly more aggregated) 

sectors (see table 3). Summary table 4 provides an overview of the data availability for each country.  

Table 3: Sectoral availabilty of the RI indicator 

Sector ISIC rev.3 
Agriculture, hunting, forestry and fishing 1-5 
Mining and quarrying  10-14 
Food products, beverages and tobacco 15-16 
Textiles, textile products, leather and footwear 17-19 
Wood and products of wood and cork 20 
Pulp, paper, paper products, printing and publishing 21-22 
Chemicals, rubber&plastic and fuel products 23-25 
Coke, refined petroleum products and nuclear fuel 23 
Chemicals  24 
 Rubber & plastics products 25 
Other non-metallic mineral products 26 
 Iron & steel & Non-ferrous metals 27 
 Fabricated metal products, except machinery & equipment 28 
 Machinery & equipment, nec  29 
Electrical and optical equipment  30-33 
 Office, accounting & computing machinery 30 
 Electrical machinery & apparatus, nec 31 
 Radio, television & communication equipment 32 
 Medical, precision & optical instruments 33 
Transport equipment 34-35 
Motor vehicles, trailers & semi-trailers 34 
Other transport equipment 35 
Building & repairing of ships & boats 351 
Aircraft & spacecraft 353 
Railroad equipment & transport equip nec. 352 359 
Manufacturing nec; recycling (include Furniture) 36-37 
Electricity, Gas, Water 40-41 
Construction 45 
Wholesale & retail trade; repairs 50-52 
Hotels & restaurants 55 
Transport Services 60-63 
Post & telecommunications 64 
Finance & insurance 65-67 
Real estate activities 70 
Renting and other business services 71-74 
Renting of machinery & equipment 71 
Computer & related activities 72 
Research & development 73 
Other Business Activities 74 
Public admin. & defence; compulsory social security 75 
Education 80 
Health & social work 85 
Other community, social & personal services 90-93 
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Table 4: Data availability of the RI 
 

Country Missing item RI indicator availability 
Australia - Complete coverage 

Austria - Complete coverage 

Belgium  ETCR domestic: Road State Control prior 1998 missing Complete coverage 

Canada - Complete coverage 

Czech Republic FDI index prior 1998 missing Complete coverage 

Denmark ETCR domestic: Post, Barr. Entrpr.  prior 1998 missing Complete coverage 

Finland - Complete coverage 

France - Complete coverage 

Germany - Complete coverage 

Greece - Complete coverage 

Hungary FDI index prior 1998 missing Complete coverage 

Iceland ETCR domestic: no gas and rail sector 
ETCR domestic: Air Barr.Entrpr,  Post and Road not available 

prior 1998  
No I/O-table available 

Coverage starting 1988 

Ireland ETCR domestic: Road State control prior 1998 missing Complete coverage 

Italy - Complete coverage 

Japan - Complete coverage 

Korea ETCR domestic: Air State Control, Post and Road not 
available prior 1998  

FDI index prior 1998 missing 

Coverage starting 1998 

Luxembourg ETCR domestic: Air State Control, Post and Road not 
available prior 1998  

Retail and Finance missing 
FDI indicator missing 

Coverage starting in 1998 for RI without finance 
and retail only 

Mexico ETCR domestic: Air State Control, Post and Road not 
available prior 1998  

FDI index prior 1998 missing 

Coverage starting 1998 

Netherlands - Complete coverage 

New Zealand - Complete coverage 

Norway - Complete coverage 

Poland FDI index prior 1998 missing Complete coverage 

Portugal - Complete coverage 

Slovak Republic FDI indicator missing 
Tariff data missing 

Only domestic RI 

Spain - Complete coverage 

Sweden - Complete coverage 

Switzerland - Complete coverage 

Turkey ETCR domestic: Post and Road not available prior 1998  
Tariff data missing 

Coverage post 1998 and only without tariff data 

United Kingdom - Complete coverage 

United States - Complete coverage 
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