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Abstract

With a view to establish a uniform pattern for the measurement of economic
activities on a comparable basis, international recommendations have been formulated by
the United Nations for collection of statistics on a number of economic activities such as
industrial, construction, distributive trade and other services. International
recommendations for industrial statistics were first formulated in 1953 and in keeping pace
with the economic and statistical developments, these have been revised from time to time,
the last being in 1983. Snce then, significant developments have taken place both in the
area of economic accounting —in terms of 1993 System of National Accounts and approach
of countries to the industrial statistics making it imperative to revise the international
recommendations for industrial statistics. The purpose of this discussion paper isto initiate
discussion on the revision of international recommendations for statistics on economic
activities. Although the paper takes the International Recommendations for Industrial
Satistics issued by the UN in 1983 (hereinafter referred to as IRIS33) as the point of
reference for discussion, it covers the same issues and problems that must be faced by
statisticians in designing data collection programmes for other areas of economic activities.
I ssues/topics which need to be reviewed in the revised guidelines'recommendations have
been identified and briefly discussed and each section of the discussion paper concludes
with a number of questions for discussion and for inviting countries to make contributions to
conceptual issues and country practices.



There are three major issues raised in this paper that encompass all other sub issues
discussed: (1) Should census value added be made as close as possible to the concept of
value added in national accounts? (2) Should ancillary units be treated as establishments so
that regional value added and GDP can be properly calculated? (3) Should industrial
statistics be collected as an integral part of an economic survey? The reasons for issue (3)
are that many large enterprises may engage in the production of both goods and services,
and that in developing countries, surveys of small and household enterprises may be based
on household survey or area canvassing by sampling technique and therefore it is not
possible to know a priori the activity of every establishment in order to focus only on
industrial statistics.

A. Objective

1 Business activities account for a substantial portion of the total economic activitiesin
every country both in terms of the contribution to the gross domestic product and its share in
the total employment. Data on business activities are required by Government, business
community and others for a variety of purposes. One of the most important is, undoubtedly,
to provide a basis for assessing trends in the economy. For this purpose annual and more
frequent estimates on the contribution of business activities to the national economy play an
important role.

2. Comparability of economic statistics compiled by countries has been one of the prime
concerns of the United Nations Statistical Commission besides development of world
economic statistics on the basis of standard concepts. As the economies of the world become
more integrated and interdependent, standardization can lead to a better understanding of the
interplay of economic forces and a more intelligent solution of economic problems. For this
purpose international recommendations for collection and reporting of economic statistics
have been formulated by the United Nations (UN) from time to time. For example,
international recommendations for Industrial Statistics were first formulated in 1953 [1] and
subsequently revised in 1960[2], 1968[3] and 1983[4]. For Construction Statistics,
international recommendations were first issued in 1968[5] and revised in 1997[6]; and for
Statistics of the Distributive Trades and Services first issued in 1958[7] and revised in
1975[8]. These recommendations have served a useful guide to countries which have
undertaken statistical inquiries besides stimulating some countries to institute statistical
system for collecting economic statistics.

3. Given:



(@ Changesin the 1993 System of National Accounts and the current process to update
it,

(b) Experience of countries in both developing industrial statistics system and
conducting industrial inquiries for implementing the World Programme of Industrial
Statistics sponsored by the United Nations Statistical Commissiont,

(c) Efforts by many countries to integrate data collection on establishment and
enterprises,

(d) Efforts by some countries to collect data that serve both national accounts statistics
but also regional accounts statistics,

(e) Efforts to minimize the differences between the concept of census value added and
national accounts value that require additional data collection or assumptions to
convert census value added to national accounts value added,

there is a need to review the international recommendations on economic statistics taking
into account the economic/statistical developments since these were formulated last. The
purpose of this discussion paper is to initiate discussion for the revision of the International
Recommendations on Industrial Statistics issued by the UN in 1983 (hereinafter referred to
as IRIS83) and to broaden the discussion to other areas of economic statistics. ssues/topics
which need to be reviewed in the revised guidelines/recommendations have been discussed
and each section of the discussion paper concludes with a number of questions for discussion
and for inviting countries to make contributions for the purpose.

B. Title, scope of the publication

Current recommendations

4, International recommendations for collecting and reporting of economic statistics
have been formulated by the UN on industrial statistics [4], construction [5] and trade and
other services [8]. Internationa Recommendations on Statistics of the Distributive Trades
and Services [8] covers wholesale and retail trade and some other but not all services such as
hotels and restaurants, real estate, machinery renting and leasing, data processing,
advertising, motion pictures, broadcasting, photography, repairs and some personal services.
Construction and other economic activities which have their own characteristics are covered
in separate international recommendations such as construction, agriculture, financial

! Whereas, fifty four countries provided data qualifying for publication based on 1973 World Programme [10],
the number of countries providing such data based on 1983 World Programme rose to 89 [11].



statistics and government statistics. Although not being published as an international
standard, the United Nations Statistics Division, aso introduced a more fully integrated
Rational Survey Technique (FIRST) that covers all market economic activities, including
large and small units, with a view to measure value added based on the national accounts
concept [12] as away to reduce cost of data collection.

Comments

5.

Many countries have integrated economic surveys that cover all economic activities

except agriculture (i.e. crop production and livestock), forestry, fishing hunting and public
administration sector. There are some advantages of doing this:

@

()

©

(d)

Most devel oping countries focus on collecting data only on agriculture and industrial
activities, but ignore services activities. An integrated economic survey design
would broaden the scope of economic activities. The survey design may have the
same general format but with contents varied to meet the data needs for specific
economic activities, for instance, specific contents may be separately designed for
mining, construction, manufacturing, transport, trade and other services, etc.

The cost of carrying out surveys for different economic activities (i.e. one for
manufacturing, one for trade and services and one for construction) is very high for
medium and small establishments where it is not easy to identify their principal
economic activity before separate surveys are carried out. Full enumeration of all
units at fixed locations or households is not possible in developing countries and
therefore full coverage has to be implemented by sampling surveys where their
activities are identified by ISIC. This means that a method similar to FIRST can be
applied.

Large incorporated enterprises may still be fully enumerated and surveyed since they
are small in numbers and these census-type surveys can be carried out at a different
time schedule.

Most service activities are similar to manufacturing in nature in business accounting,
except for some differences such as the definition of output and the existence of
inventory of output. Supplementary guidelines and forms may be easily alded to
cover specia services such as wholesale and retail trade, construction and financial
services such as insurance and bank- like services.

Question1: Should the scope of new document be extended to include all economic
activities except agriculture, forestry, fishing, and hunting and the Public Administration?



The revised recommendations/guidelines may possibly be issued as a International
Recommendations on Business Satistic or International Recommendations on Economic
Census and surveys.

C. Coverage of activities

Current recommendations

6. IRIS83 recommends countries to provide estimates that cover all recognizable
industrial establishments. The coverage of the establishments in the various activities may be
attained by a complete enumeration of the relevant establishments or by using sampling
techniques. The method of enumeration (i.e. mail, interview) chosen will depend on the
circumstances in each country. Since circumstances differ, it may not be possible to make
international recommendations in this regard.

7. Government departments, establishments and similar units should be included if they
are mainly engaged in producing goods and services classifiable to industry, irrespective of
the fact whether these are market or non-market producers. Efforts should be made to
encompass the activities in an industry only if they constitute a major part of the department
or if they account for a substantial part of the total national output of an industry.

8. As the situations differ between countries, no recommendations have been made by
IRIS83 on a fixed cut-off point to distinguish between the large and small establishment and
as the situation varies in each country it is not possible to settle on a suitable distinction that
isinternationally useful.

Comments

9. The recommendations should provide more guidelines to cover production activities
of small units particularly of un-incorporated units which aso produce substantial share of
manufacturing goods in developing countries. These units may be part of households
operating from fixed locations or maobile units. In countries where household units contribute
significantly to industrial output, efforts should be made to measure the activity at least
infrequently and updated to the current accounting period using some indicators. Units
falling within the industrial sector should be included in the scope of the business inquiry, but
some countries may wish to record the results of household activity separately. The industrial



output of units primarily engaged in other economic activities may be of great interest in
production studies and the inquiry results might include separate information on such outpui.
This should not, however, be attributed to the industrial sector. In order to avoid double
counting, demarcation lines should be drawn and guidelines should be provided to cover:

(& Incorporated enterprises (corporations)

(b) Unincorporated enterprises which operate outside home at fixed or nonfixed

locations
(¢) Unincorporated enterprises which operate at home.

Question 2:  Should separate recommendations be provided on how to cover the
unincor porated units or small establishments? What are the best practicesin this area?

Question 3:  Should recommendations be made regarding the size of large, medium and

small enterprises by employment? What units should be covered by complete enumeration
instead of by sampling technique? Should the decision be left to countries to decide?

D. General character of the recommendations

1. No distinction between the developed and the developing countries

Current recommendations

10. IRIS83 recommendations make no distinction between the developing and devel oped
countries. The aims are (@) to provide the same conceptual framework and the same scope of
coverage, (b) to encourage the orderly development of national inquiries into industria
statistics, and (c) to guide national activity in taking census of businesses, with a view to
improving the comparability of the business statistics available at the international level.

Question 4: Cost of data collection of numerous small establishmentsin devel oping countries
is high. Should the revised recommendations have a special section dealing with issues in
developing countries?

2. Reference period

11. IRIS83 recommends, in genera, to use as the reference period, the calendar year
cycle beginning with 1 of Jan and ends with 30 Dec. However, where data are more readily



available for particular establishments on a different fiscal- year basis, it may be necessary to
accept data on that basis.

Question 5:  What are the best practicesin converting data to the same reference period?

3. Statistical unit

12. IRIS83 was published before the approval of SNA93 and therefore could not cover
the units that SNA93 deals with. In this part, a brief summary of the units discussed in
SNA93 is presented in table 1. After that, the concept of establishment for the collection of
production data is reviewed. Other related issues such as the treatment of multi-territory
enterprises, identification of branches, special purpose entities and finally the treatment of
ancillary units are aso reviewed taken into account the current update of SNA93. The main
concern in this document is to identify the units, particularly ancillary units and special
purpose entities that may be candidates for being treated as institutional units in the SNA93
update. If they were classified as institutional units, corresponding establishments would
have to be identified for the purpose of collecting data on their output and value added. In
this case, output of ancillary unitg/activities, and of special purpose entities (SPES) that have
little or no employment, may be valued at cost.

3.1 Establishment as a producer unit

Current recommendations on establishment

13. For the purpose of Industrial Statistics, the ‘statistical unit’ is defined as the entity for
which the required items of data are compiled. IRIS83 recommends the establishment as the
statistical unit for collection of production data and enterprise for additional data on non
industrial services and financial flows. RISIS83 recommends to:

(8 usethe enterprise as the collection agent

(b) make the enterprise responsible to provide complete returns on establishments,

(c) accord low priority to data on erterprise and does not discuss much about the issue.

14.  An establishment can be defined, ideally, as an economic unit that engages, under a
single ownership or control - that is, under a single legal entity — in one, or predominantly
one, kind of economic activity at a single physical location. This idea concept of the
establishment is applicable in many of the situations encountered in industrial inquiries,
particularly in manufacturing. In the concept of the SNA a a practica level, an



establishment, may be an enterprise or part of an enterprise, at a specific location, that has
accounts on production with output, and intermediate consumption, etc. and output must be
transacted with other establishments as sale, intracompany delivery, barter or for own gross
capital formation.

15. Under the existing recommendations, an establishment is the most detailed unit for
which the range of production data required is normally available. Also, data collected by
establishments make it possible to be regrouped according to such characteristics as kind of
activity, geographical area and size, making it analytically more useful.

16. In many cases, a nonresident business sets up a production unit operated under
contract, for construction for example or as a legd entity such as a branch in order to
undertake operations in the economy. In such cases, identification of such an entity for the
purpose of data collection requires identification of establishment to these units.

10



Table 1. Current and proposed treatment of units

Description

SNA treatment

For collecting data on production, sub-units of institutional units may
be identified separately as establishments if they have separate
accounts on production and fixed assets and especially locate in
separate geographical regions

Possible changes

1. Institutiona An institutional unit may be defined as: An
units economic entity that is capable, in its own right, of
owning assets, incurring liabilities and engaging in
economic activities and in transactions with other
entities. SNA, para. 4.2
2. Companies, A legal entity, created for the purpose of producing | Institutional units

corporations

goods or services for the market, that may be a
source of profit or other financial gain to its
owner(s); it is collectively owned by shareholders
who have the authority to appoint directors
responsible for its general management. SNA,
para. 4.23

3. Groups of
corporations
(conglomerates)

Large groups of corporations, or conglomerates,
may be created whereby a parent corporation
controls several subsidiaries, some of which may
control subsidiaries of their own, etc. Two different

With the exception of ancillary corporations, each individual
corporation should be treated as a separate institutional unit, whether
or not it forms part of a group.

and parent types of parent corporation may be
company with distinguished. The first consists of a corporation
significant with .S|gn|f|cant production of its oer Whl?h
] acquires control over other corporations in order to
pI’OdUCtI on strengthen its own position as a producer. It may,
for example, acquire control of a corporation that
supplies it with components, or it may acquire
control of a competitor. SNA, para. 4.36
4. Holdi ng The second type of group of companies is called a Institutional units. Holding companies
companies holding company if its principal function is to Holding corporations are classified as financial if the preponderant | may be classified to
control and direct a group of subsidiaries, without type of activity of the group of corporations as a whole is | financial sectors
(parem having any other significant production of its financial. SNA, para. 4.100
company) own. SNA, para. 4.37




Table 1. Current and proposed treatment of units (continued)

Description SNA treatment Possible changes

5. Subsidiary Corporation B is said to be a subsidiary of corporation A when: Institutional unit.
companies (a) Either corporation A controls more than half of the Control criterion is used to classify these units into

shareholders’ voting power in corporation B; or public corporations or foreign direct investors co rps.

(b) Corporation A is a shareholder in corporation B with the

right to appoint or remove a majority of the directors of

corporation B. SNA, para. 4.32
6. Associate Corporation B is said to be an associate of corporation A when Independent institutional unit, though it may be

corporations

corporation A and its subsidiaries control between 10 per cent
and 50 per cent of the shareholders' voting power in B so that
A has some influence over the cormporate policy and
management of B. SNA, para. 4.34

classified as public corporations or Foreign direct
investors corps.

8. Branches Branches are units of non-resident corporations may be set up When branches engaged in significant amounts of Proposed to be treated as
in a country to carry out their activities production over long periods of time in other countries, institutional units even if they
such branches are treated as quasi-corporations that do not have physical presence
are separate institutional units resident in the countries as long as their production is
in which they are located. SNA, para. 4.24 significant.
0. Ancillary An ancillary corporation may be defined as: a subsidiary Ancillary activity. Ancillary corporations are not treated Proposed to be treated as

corporations

corporation, wholly owned by a parent corporation, whose
productive activities are ancillary in nature: that is, are strictly
confined to providing services to the parent corporation, or
other ancillary corporations owned by the same parent
corporation. SNA, para. 4.40

as separate institutional units in the System. When a
parent corporation has created a single ancillary
corporation, the ancillary corporation should be treated
as an integral part of the parent and its accounts
consolidated with those of the parent. When a parent
corporation has created several ancillary corporations,
they should all be combined with the parent corporation
to form a single institutional unit. SNA, para. 4.43

separate institutional unit and
also establishments (similarly
to other ancillary units).

Separately identified as an
economic activity (ISIC)
depending on activities, which
may be headquarter,
warehousing, etc.

10.
Cooperatives,
limited
liability
partnership

In general, all entities, however they may describe themselves
or whatever they may be called, which are set up for purposes
of engaging in market production, which are capable of
generating a profit or other financial gain for their owners and
which are recognized at law as separate legal entities from
their owners who enjoy limited liability, are treated as
corporations in the System. SNA, para. 4.47

Independent institutional units.

12




Table 1. Current and proposed treatment of units (continued)

Description

SNA treatment

Possible changes

11. Multi-territory
enterprises

Multi-territory enterprises are single enterprises that have
substantial operations in two or more territories but for
which branches are not identified.

No guideline.

Resident branch may be
imputed. Their transactions may
be allocated to the countries of
registry in proportion to the
amounts of financial capital that
the countries have contributed
or in proportion to their shares
in the equity of the corporation

12. Quasi-
corporations

Quasi-corporations are unincorporated enterprises that
function as if they were corporations. They must, of
course, keep a complete set of accounts or owned by a
non-resident institutional unit that is deemed to be a
resident institutional unit because it engages in a
significant amount of production in the economic territory
over a long or indefinite period of time. SNA, 4.45

Institutional unit.

13. Establishment

The establishment combines both the kind-of-activity
dimensibn and the locality dimension. An establishment is
defined as an enterprise, or part of an enterprise, that is
situated in a single location and in which only a single
(non-ancillary) productive activity is carried out or in
which the principal productive activity accounts for most
of the value added. SNA, 5.21

Producer unit

14. Ancillary
activities

By definition, an ancillary activity is not undertaken for its
own sake but purely in order to provide supporting
services for the principal or secondary activities with which
it is associated. Therefore, both the System and ISIC
treat ancillary activities as integral parts of the principal or
secondary activities with which they are associated. SNA,
5.13

It is not treated as a producer unit (i.e. an
establishment) but must be allocated to the
establishments they support.

Proposed to be treated as
establishments.

Work on ISIC rev.4 has
proposed to have an ISIC class
of head offices.

13




Table 1. Current and proposed treatment of units (continued)

Description

SNA treatment

Possible changes

15. Specia
purpose
vehicles
(SPESs)

15.1 Specia
vehicle
companies
(SPVs)

15.2 Conduits

15.3 Trust
funds/investm
ent funds

SPEs are set up to carry out well-specified activities or series of
transactions directly related to the specific purpose for which
they are formed. The scope of their activities is broad. They
historically originated from the non-financial sector but have
spread to the financial and the government sectors. They
commonly engage in providing asset management, corporate
treasury services, trusts, public-private partnerships,
securitization programs, etc. Most SPEs have little or no
employment, or physical presence. Most are set up in
economies other than that of the parent company, where no
financial reports are legally required. Non-governmental units
are aimed at avoiding payment of income taxes.

These corporations are financial entities created to be holders
of securitized assets or assets that are removed from the
balance sheets of corporations or government units. For
example, mortgage lenders may sell a portfolio to an SPV that
then repackages the portfolio of assets and sell new
investment interests. They receive a fee for its administrative
role. MSFM2000, para. 100.

These corporations are aimed to raise funds for the parent
companies.

Legal entities organized to pool securities or other assets on
behalf of shareholders. The portfolios are customized to
achieve specific investment characteristics, such as
diversification, risk, rate of return, and price volatility. These
entities earn interest, dividends and other property income, but
have little or no employment and no revenue from the sale of
services. Trust funds owned by individuals if legally
incorporated are also included here.

No guideline from the SNA.
MFSM200, para. 72 treats most of them
as ancillary corporations.

MSFM2000 treats it as institutional unit if
SPV sells new financial interests in the
portfolio. If not, it is treated as a trust
that passively holds assets.

ESA95 treats SPVs undertaken by
government as separate institutional
units.

MFSM200, para. 72 treats most of them
as ancillary corporations.

No clear guideline from the SNA, but
implicitly they are treated as part of the
household sector or companies that are
serviced by them. MFSM200, para. 102.

ESA95 treats investment funds as
separate institutional units

Proposed to be treated as institutional
units. For production account, they
may be assigned as establishments
with zero output, and value added. In
case there is output, output may be
measured by cost.

Work on ISIC rev.4 has proposed
separate classifications for trust funds
and other financial vehicles, holding
companies, holding of securities, and
fund management activities.

14




Comments

17.  Collection of enterprise type data of a financia nature has been dealt with in the
IRIS83 in a peripheral manner as alower priority items.

18.  Some countries however, prefer to use the enterprise as the statistical unit at the
expense of a more precise characterisation of the geographica dimension and the
classification by kind of economic activity. They consider it more important to direct the
inquiries to units that can provide not only production related information but also
information on balances of assets and liabilities and other non-production related transactions
with other units. Also with the enterprise as the statistical unit, its ancillary activities are
captured more easily than at the establishment level.

19.  Other countries have collected production data on establishments as an integral part
of enterprise surveys where essential data on enterprises can only be collected. The latter is
done with crossreferenced between establishment and enterprise by identification codes so
that ancillary costs can be alocated and the production data by economic activities can be
aligned with institutional units.

20.  The kind-of-activity characteristic is the principal indicator by which all other
characteristics of the statistical unit are arrayed. The classification recommended for this
purpose is the ISIC Rev. 3.1[9] which adopted SNA93 recommendation. For horizontally
integrated enterprises even at one location, different establishments should be identified for
different activities as each activity produces its own goods and services for sale on the
market and normally cost accounts are kept on output, intermediate inputs, compensation of
employees, employment, stock of capital (SNA, 5.30). For vertically integrated enterprises,
different stages of production are carried out in succession by different parts of the same
enterprises and only output at the last stage is sold on the market. For the latter case, if record
of intraenterprise deliveries and cost accounts are kept, SNA93 recommends to partition
them into separate establishments given cost record is available and given the activities span
two or more headings at the first level of breakdown in the ISIC (SNA, para. 5.34).

Question 6:  Should criteria of an establishment be more clearly defined? For instance:
(a) When two activities or more are carried on at a single location under a single
ownership, all activities generally are grouped together as a single establishment and



classified on the basis of its predominant activity unless there exist account on costs
on each activity.

(b) When the activities classifiable into different IS C, these activities may be identified
as separate establishments only if separate cost account of each activity is available.

(c) Wnhen activities are carried out at different locations but only one cost account is
kept, they can be treated as one establishment unless activities cross into the border
of another geographical territory on which statistical agency is required to collect
data. In such a case, some simple allocation rule based on employment may be
adopted.

(d) Should the recommendations by the SNA as described in para. 19 of this paper be
adopted only if cost accounts on separate activities are available?

Question 7:  Given the design of SNA93 as a statistical g/stem that integrates economic
activities by IS C and institutional sectors, should both establishment and enterprise serve as
statistical units?

Question 8:  Given that both establishment and enterprise serve as statistical units, how
should questionnaires be designed? How should they be crossreferenced so that common
costs paid by the enterprise such as ancillary costs can be allocated to establishments? What
indicators to be used for such allocation? What are the best country practicesin thisarea?

3.2 Multi-territory enterprises

Current recommendations

21.  There are no guidelines in the existing recommendations for treatment of the multi-
territory enterprises as well as enterprises operating in ajoint sovereignty zone.

Comments

22. Multi-territory enterprises are single enterprises that have substantial operations in
two or more territories but for which branches are not identified. An example of this is a
corporation (such as an enterprise that operates mobile equipment) that is registered in two or
more countries through specia legidation by the participating governments and is run as a
seamless entity across several economic territories. For such enterprises, the current SNA
update recommends the adoption of one of the two alternatives recommended by the BPM5
in paragraph 82 that all of the corporation's transactions may be allocated to the countries of

16



registry in proportion to the amounts of financial capital that the countries have contributed
or in proportion to their shares in the equity of the corporation.

23. The SNA update also discusses some industrial activity that might take place in the
territory on which more than one economic territory has joint sovereignty. For such entities it

may be split statistically between the territories concerned based on some operational factors.

Question 9:  Should the general recommendation of SNA update be adopted to allocate
production data for multi-territory enterprises or enterprise with joint sovereignty?

3.3 Special Purpose Entities

Current recommendations

24.  There are no guidelines in the existing recommendations for treatment of the Specid
purpose entities (SPEs) created in the economy by nonresidents in IRIS83 and SNA93,
though there are some recommendations in ESA95 and the IMF's Monetary and Finacial
Statistics Manual (MFSM2000).

Comments

25. SPEs or special purpose vehicles are legal structures that have little or no
employment, operation or physical presence in the jurisdiction in which they are created. It is
st up to facilitate the financing of a group’s activity and/or to contribute to cost
minimisation by taking advantage of different economic, legal or fiscal regimes. They are
typically used as a device to hold assets and liabilities and do not undertake production. As
legal devices, SPEs are relatively cheap to create and maintain while offering possible
taxation, regulatory burden and confidentiality benefits. Incorporation of SPEs is often
associated with offshore financial centres but may aso be found in other jurisdiction. In
recent decades the cross-border transactions of SPEs have been increasing to substantial
levels.

26.  This issue was considered as current SNA update and it was recommended that an

SPE incorporated in an economic territory other than any of its owners be treated as a
Separate institutional unit and resident in its country of incorporation.

17



Question 10: Should the recommendation of the SNA update be adopted and the SPEs
created in the economy by non-residents be covered under the inquiry even if it do not
undertake production? This recommendation will affect only data collection on enterprise
statistics to get data on financial transactions and on financial balance sheets. In that case,
should output be valued at costs?

3.4 ldentification of branches

Current recommendations

27. A separate legal entity set up by a business in order to undertake operations in an
economy outside his home economy is treated as a separate unit under the IRIS83. There are
no current guidelines, however, for the statistical treatment of the situation where a separate
entity is not created physically in the outside economy, but the operations of such an entity
are substantial.

Comments

28.  Inmany cases a business sets up an unincorporated legal entity (physical presence) in
order to undertake operations in an economy outside his domestic economy. In such a
situation, SNA93 and Balance of Payments Manual, fifth edition (BMP5) have imputed a
resident institutional unit to it. SNA93 update has recommended even if in case of no
physical presence, as long as the operations of such an entity are substantia in the local
economy, a “branch” - notional resident institutional unit of that economy should be imputed
for statistical purposes. Substantial operations are represented by costs incurred and income
received that are subject to income taxes and possibly availability of a complete and separate
set of accounts.

29.  Theissue was considered by the SNA update and it was recommended that physical
presence is not required for a branch to be recognized.

Question 11: Should the recommendation of the SNA update be adopted to treat the
unincorporated entity of non-resident owners (with no physical presence but having
substantial operations) as a separate institutional unit?

3.5 Ancillary Unitg/Activities

Current recommendations

18



30.  Similar to the case of nortindustrial services that might be mainly produced for sale
by the headquarter office of an enterprise, ancillary activities of many enterprises may be
located at the headquarter office or a some locations separate from the establishment
locations but are engaged in activities with the intention of producing one or more common
type of noncapital goods/services for use within the same enterprise. These activities that
occur at identifiable and separate locations are not even identified as units by SNA93 and
IRIS83. Examples of ancillary activities are central administrative offices, advertising,
warehouses, garages, repair shops or electric power plants that primarily serve their parent
establishments. IRIS83 and SNA93 recommend that:

(@ Ancillary activities should not be seen as delivering goods/services as intermediate
Inputs to the establishments in the enterprise.

(b) If the ancillary activity is carried out for the benefit of a single establishment in a
multi-establishment enterprise, costs incurred by the ancillary unit should be
included as costs to that establishment.

(c) If the ancillary activity is for the benefit of more than one single establishment in the
enterprise, these costs should be allocated to the principal it serves.?

31.  More specifically, IRIS83 recommends that: “classification of these ancillary units
may involve making distinctions according to function and not kind of activity as in ISIC.”
(IRIS83, para. 53). “If the function is carried out for the benefit of a single establishment, the
activities of the ancillary unit and the resources involved in the activities should be included
as an integral part of the activities and resources of the parent establishment. However,
where the main activities of the establishment and the supporting ancillary activities are
located in different geographical areas..., it will be desirable to gather separate data in respect
of the ancillary unit concerning the items to be classified according to these geographical
areas. As a result, the number of statistical units in geographical area tabulation may be
greater than the number recorded in the summary tabulations.” (IRIS83, para. 54). This
implicitly means that IRIS83 treats the ancillary unit as a separate establishment in the region

(@) Theoutput of an ancillary activity is not intended for use outside the enterprise (SNA, para. 5.9).

(b) All inputs consumed by an ancillary activity — materials, labour, consumption of fixed capital, etc. —
aretreated as inputs into the principal or secondary activity which it supports (SNA. para. 5.13).

(c) When goods and services produced within the same establishment are fed back as inputs into the
production within the same establishment, they are not recorded as part of the intermediate
consumption or output of that establishment. On the other hand, deliveries of goods and services
between different establishments belonging to the same enterprise are recorded as outputs by the
producing establishments and must, therefore, be recorded as intermediate inputs by the receiving
establishments (SNA, para. 6.152).
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where it is located and add its costs to the predominant ISIC (of the establishment in a
different region).

32. For following the same argument, 11RIS83 made the following recommendation for
an ancillary unit that supports two or more establishments, that “if the required data can be
supplied in respect of this unit, it might be treated as a separate establishment. It should in
genera be classified in the same category of 1SIC as the predominant kind of activity of the
establishment it serves.” (IRIS83, para. 55). “Similarly, a large separately located ancillary
unit, such as an electricity power plant for which the appropriate data may be gathered, might
be treated as a separate establishment though it serves a single establishment only.” (IRIS83,
para. 55).

Comments

33.  The recommendation of classifying the ancillary units to the ISIC activity of the
predominant establishment in a multi-establishment enterprise is not conducive to depicting
the production technology at both the local/regional economy accurately, for example the
costs of producing €electricity as an ancillary activity would be added on to the predominant
establishment it supports or the ancillary warehousing activity in aregion that aims at serving
an establishment located in another region will be classified by the ISIC of that
establishment. With such a treatment a region may be assigned with an activity which
actually may not take place in the region. Given that treatment, an activity with identifiable
output would be assigned with more inputs and labour than it actualy used and it may
happen that inputs may turn out to be higher than output at the regional level. Even going
further in alocating the costs of an ancillary activity to the activities of the establishments it
serves on the basis of some indicators like employment would not affect the production
technology at the national economy level, but at the local level, the alocation and imputation
destroy the ability to identify the nature of ancillary activities, distorts the input structure of
the establishments to which inputs of ancillary units are allocated and may produce local data
where inputs could be higher than that of the outpui.

34.  The current treatment does not enable getting information for realistic assessment of
the contribution and role of ancillary activities in the economy as they are integrated with the
activities they support, For example, it is difficult to know how much output they produce,
how many persons are engaged in such activities, how much resources they consume,
etc. Besides, this creates a serious disadvantage for certain purposes, such as analysing the
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impact of "information technology” on productivity when the processing and communication
of information are typical ancillary activities.

35. One way to overcome this difficulty could be to treat all ancillary units as
establishments and classifying these with the economic activity status of their own rather
than that of the establishments they support. For example, the warehousing and headquarter
units supporting a manufacturing unit would be classified under ‘storage and warehousing’
and ‘manageria support service' respectively. Output of such units would be consumed as
intermediate consumption by the establishment they serve/support. With this treatment the
economic aggregates at the national level can be consistently derived for any economic
activity by aggregating the data of the same type at the local/regional level. The issue is
discussed more in depth in a separate paper as part of the recommendation to update
SNA933

36. The imputation of intermediate consumption of ancillary units to production
establishments (if they are located at the local levels) would alow the capturing of al inputs
consumed implicitly or explicitly by them. This information would be helpful for the
compilation of regiona input-output tables. Besides, this would bring the treatment of in-
house ancillary activities closer to that of the contracted out service operations.

37.  The treatment of ancillary units as establishments would alow for identifying
separately their activities in the economy, which reflects the reality of the economy. This
treatment would increase the total output produced by the economy, but it does not realy
matter, as it would not change the total value added, as obviously the additional output by
reckoning the ancillary units as establishments, would eventually be used up as intermediate
consumption.

Question 12:  Should ancillary units be treated as separate establishments when these are
located at |ocations separate from establi shments they support?

Question 13:  In the above case, should ancillary units be singled out only when it is located
at a separate location and/or keep separate cost accounts?

Question 14: What are the best indicators to use in imputing output of ancillary unit to the
establishmentsit serves? Should these indicators be employment or output value?

3 Viet Vu, Treatment of ancillary unitsin the 1993 SNA: areview, consistency between the national and
regional aggregates, http://unstats.un.org/unsd/national account/ancunits.htm
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Question 15: Should data be produced at two levels: before imputation of ancillary output as
intermediate consumption and after?

Question 16: Should ancillary corporation (corporation set up to provide services mainly to
the parent corporation) and holding corporation that do not undertake production (that owns
other corporations as subsidiaries) be treated the same way as ancillary units?

4. Valuation

38. The valuation of the output of the ancillary unit alocated to the
establishment/enterprise it supports may be done using the transfer price comprising the cost
to produce the output plus the part of the operating surplus of the main establishment

allocable to the ancillary unit.

39.  The output of the establishment may be valued at producer prices and the input at
purchaser prices.

5. Censusvalue added

Current recommendations

40.  The measurement of “census value added” (CVA) has been the primary orientation of
the IRIS83. The CVA is a net concept that is derived by deducting the census intermediate
consumption (CIC) from the census output (CO).

41.  CVA is different from the concept of vaue added in national accounts (NVA). The
reason is that output and intermediate consumption is defined differently by IRIS83 and 1993
SNA. Census output excludes output of nonindustrial services produced by an industrial
enterprise since it assumes implicitly that nonindustrial services are not produced by any
establishment, but by the enterprise itself (for example some legal service or computer
service that is normally the function of the parent company). Similarly, census intermediate
consumption excludes the payment for nornrindustrial services since it is adso implicitly
assumed that these services are paid for by the parent enterprise (for example insurance and
banking services on loans) and therefore not in the production account of the establishments.
The output (NO) and the intermediate consumption (NIC) in the SNA sense can be derived
from the CO and CIC by adding the output of nontindustria services produced by the
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industrial units and subtracting the purchase of nonindustrial services used in the process of
production by the industrial units, to estimate the NVA. In short,

NO = CO + output of norrindustrial services

NIC= CIC + input of nonrindustrial services

NVA = NO — NIC = CVA + output of nonindustrial services — input of non
industrial services

Comments

42.  We have noted that the census value added is not a concept that is consistent with
national accounts, which is the standard for economic statistics. Census value added is
normally higher than national accounts value added given the fact that the output of non
industrial services produced by industrial enterprisesis normally small. To derive an estimate
of value added which is used in nationa accounts, it is necessary to adjust the output by
excluding purchased norrindustrial services and including the non-industrial output (receipt)
by collecting additional data on non-industrial services as output produced and intermediate
inputs used by industrial establishments.

43. Norrindustrial services in an industrial production unit, as defined by IRIS83
include quite a wide range of services that relate to non-industrial (i.e. non- manufacturing)
activities. Receipts are normally reported in books of the enterprise as ‘other revenues and
expenses as ‘ other costs'.

44, In IRIS83, ‘other revenues accruing on account of providing nonindustrial
services include receipts on renting or leasing of capital goods and nonresidential buildings,
on operation of canteens and other food services, storage of goods, warehousing, margins on
transactions of second-hand goods, scraps, brokers commissions, transport services rendered
to others, etc.

45, Also in IRIS83, ‘other costs' incurred for payment of non-industrial services
include payments for renting and leasing of capita goods and non-residential buildings,
provisions and supplies for sae in employee facilities, explicit banking service charges,
vocational training, patent and license fees, lega and accounting services, advertising,
printing costs, newspaper and periodical subscription, postal and telephone charges, costs of
representation, meetings, entertainment and travelling, cleaning and waste disposals, etc.
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46. IRIS83 considers the collection of data on the cost of nortindustrial services at the
establishment level somewhat problematic especialy in the case of multi-establishment
enterprises and stems from the manner in which the expenses are recorded in the enterprise’s
books of account. In such enterprises, data at the establishment level are available only for
certain non-industrial services, such as communication costs and rental payments. Other non
industrial services, such as advertising, legal, accounting and other professiona services, are
charged at the enterprise level and therefore, are available in the books of account of the
enterprise. This may be one of the reasons that IRIS83 has emphasised measurement of
census value added as the primary goal of the industrial statistics programme, and data items
required for estimating the national accounts value added have been assigned lower priority
for collection.

47. In order to estimate national accounts value added, expenses relating to the non
industrial services available at the enterprise level might be allocated back to the concerned
individual establishments, either according to the proportion of total enterprise wages and
salaries or the output represented by each establishment, or by assigning to each
establishment of the multi- establishment erterprise estimated costs for the specific service as
reported by the single-establishment enterprises of similar size and in the same type of
industry. This requires that data on nonindustrial services by establishments be collected and
cross-referenced with the data on enterprises that own them. The allocation to establishments
can best be done by data collection and processing unit and published for use by national
accountants. The concept of value added obtained then is close to national accounts value
added but not yet equal.

48. Finally, the derivation of national accounts value added and intermediate
consumption requires the intervention of national accountants by adjusting for expenditures
on two additional items: financial intermediation services indirectly measured (FISIM) and
insurance charges. Data that can be collected at the establishment/enterprise level are interest
payable and receivable, insurance premiums incurred and claims due, but not the services on
them. The fina adjustment to national accounts concepts requires the derivation of these
service charges at the national level by national accountants.

Question 17: Should the measurement of the census value added through industrial
statistics programme be made as close as possible to the national accounts concept of value
added by allocating costs of non-industrial services paid by enterprises to each
establishment? To do this, should data collection on establishment and enterprise be
integrated?
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Question 18: Should a separate establishment be identified for output of non-industrial
output of an enterprise, when it is produced by the enterprise directly at the headquarter and
not at the establishment level? When it is produced at the establishment level, should it be
treated as secondary product instead of being ignored?

6. Priorities of inquiries of varying frequency

Current recommendations

49.  According to IRIS83, the cycle of inquiries may be infrequent, annual, quarterly and
monthly depending upon the purpose. Coverage is generally less comprehensive in more-
frequent-than-annual (e.g. monthly and quarterly) enquiries. The information collected under
the monthly and the quarterly surveys are more in the nature of leading business indicators.
Covering of all small units under the monthly/quarterly surveys is resource demanding even
for countries with a highly developed statistical system.

50. Extensive information with complete coverage required to study all aspects of the
industrial sector of the economy are generally collected in an annual inquiry. In the existing
recommendations the annua inquiry is regarded as the centra inquiry of the system,
however, an infrequent inquiry with complete coverage is expected to provide detailed
information to be used as benchmark data for other inquiries and for those countries that do
not maintain up-to-date registers of their business establishments.

51. Emphasis is placed on the need for integrating the inquiries of various frequencies so
that the data produced by each inquiry may supplement those produced by the others. In
order that the results may clearly supplement each other, the inquiries need to be based on
consistent concepts and definitions. To achieve this, special attention must be paid to scope
and coverage, the statistical unit used, the classifications used, the reference period and the
items of datato be gathered and their definitions.

Comments

52. IRIS83 does not clearly spell out the role of census, annual inquiry and other more
frequently surveys.
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Question 19:  Should the cycle of data collection be clearly specified? For example, census
for all large enterprises; sampling technique for medium and small incorporated enterprises
and household units?

Question 20:  Should monthly instead of quarterly sample survey be implemented for the
compilation of quarterly national accounts?

Question 21: Should inquiry of less frequency be recommended for detailed inputs?

E. STRATEGY FOR DATA COLLECTION

1. Full enumeration through census/ or sampling through surveys

Current recommendations

53.  The existing international recommendations for industrial statistics have promoted a
cycle of establishment censuses (at an interval of 10 years), annual baseline inquiries using
cut off points, and sample enquiries when they are considered relevant for the complement of
the statistical universe. A survey [11] of the country practices, however, has reveaed that
only few countries have actually followed this recommendation on the cycle of data
collection.

54.  The thrust of the international recommendations for industrial statistics rest on the
mix of annual inquiries and infrequent full-coverage inquires supplemented by more-
frequent-than-annual inquiries. The annua enquiry is presented as centra to the system with
infrequent inquiries fulfilling a supportive role to make available the benchmark data. For
undertaking any kind of sample inquiries knowledge of the statistical universe is imperative.
It therefore, seems more logical to give first priority to the establishment of the complete
statistical universe.

55. In the current scenario of rapid technological changes in the global economy, a period
of 10 years appears to be much too long for the Economic Census to provide a meaningful
knowledge of statistical universe (specialy the smaller enterprises whose births/deaths are

frequent) for subsequent sample surveys or providing the base- lines estimates.

Question 22: Should a 5-year cycle for conducting the economic census be recommended?
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Question 23:  Should censuses be done only for the population of incorporated enterprises
or only large enterprises and sampling technique be used for others?

Question 24: In country where business register for some subset of population is annually
updated should censuses on them be done away with and focus should be placed on annual
surveys and quarterly surveysin order to reduce cost of data collection?

2. Establishment/maintenance of a Business Register

Current recommendations

56. IRIS83 has little to say about business register which is the basis for production
censuses and surveys.

Comments

57. There are different sources for setting up a business register, most of which have
some deficiencies. Each source must be examined carefully before being used and care taken
to overcome any defects. At the same time, it may be necessary to sacrifice some degree of
completeness or accuracy in order to keep the costs of setting up the directory at a reasonable
level, but such decision should be made consciously and some attempt made to measure and
describe the deficiencies. The following are some of sources for creating a register of
business units:

(@ Economic Census: This is probably the most expensive way to collect information
needed for the directory. However, especially when a country is initiating as economic
statistics programme, it is undoubtedly the most useful. Trained field enumerators can
seek out each physically recognizable place of business and collect the necessary
information by direct interview and observation. Aside the from high cost, the defects
include the fact that non-recognizable places of business will be omitted;

(b) Government records: Records maintained by the Government for the taxation purposes
and for the administration of unemployment insurance, social security or other
Government programmes may be helpful in setting up a directory. Such records
however, need careful review to determine their completeness, suitability and accuracy;
they are not designed primarily to serve economic survey needs. These records may not
have indication of size and, thus, would not be usable for the selection of samples or
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implementation of a pre-determined size cut off. They may relate enterprise rather than
establishments, thus requiring a preliminary survey to collect information needed for
each establishment.

(c) Trade association

(d) Other potential sources: These include telephone directories or special listings prepared
by telephone companies. Each type has its own speciad characteristics which must be
studied carefully before a decision is made on how to useit.

58.  In generd, the directory is set up using one record for each establishment and one
record for each enterprise with the link identifiable between each establishment and its parent
enterprise. For multi- establishment enterprises, this means that there will also be a record for
the central office, and each establishment should be crossreferenced to the central office. A
separate record for each establishment permits maximum flexibility and the elimination of
records for establishments going out of business. The register of establishments serves as the
main frame for collecting data on production. The register of enterprises will provide only
some basic supplementary data that would allow the allocation of ancillary output to their
users within the same enterprise and for updating the names, locations and activities of
establishments owned by an enterprise. Thus, proper codes should be assigned to the
enterprises and establishments as to establish hierarchical link between them as shown
below. The coding of relationship would allow for the allocation of the operating surplus of
the main establishment to its supporting ancillary units and the imputation of the outputs of
ancillary units as intermediate consumption to consuming establishments.
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Holding company - Enterprise
Group (parent company)

Enterprise
(comprises one or more establishments)

A
Establishment
(an establishment unit comprises
one or more |ocations)

A

Location

59.  Asaminimum, the register of enterprises should include the following information:

0]
(i)
(iii)

(iv)
v)
(vi)

(vi)
(viii)
(ix)

name and physical location of each enterprise

mailing address, which may be different from physical location

name and address o the central office of headquarters of the enterprise and
establishments that are part of multi-establishment enterprise

kind of economic activity, description or code

legal status: incorporated and unincorporated

ownership status. public-owned (by central, state and local governments),
privately- owned, divided into direct foreign investment and others

number of persons employed

volume of sales and value of output

source and date of information

60. Because of the typically large number of small edablishments especialy in the
developing countries, the establishing and maintaining a complete directory would be very
difficult and expensive. As a result, some countries establish a specific size cut-off and
include in the business register only those establishments over a specific size. Business
Register would be a useful instrument in conducting the sample inquiries only if full
coverage of the universe can be assured and it is accurately maintained. Proceedings of the
International Roundtable on Business Survey Frames illustrate the difficulty of accurately
maintaining business registers even in countries with well-devel oped statistical systems.
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Question 25: Should developing countries develop complete register of all large
incorporated enterprises (with a fixed cut-off point in employment)? The rest can be
measured by using area sampling technique and household surveys?

Question 26:  Should the register of all large incorporated enterprises be updated annually
with minimum data requested: number of employees, and addresses, ISC and number of
employees of each establishment in the enterprises?

3. Data collection methods

61. The data collection approach inherent in the existing international recommendations
has been anchored on the mix of annua inquiries and infrequent inquiries (with full
coverage) supported by more-frequent-than annua inquiries. Availability of a business
register has been assumed in this scheme of things as the basis for the system. The large
establishments/enterprises are covered through annual inquiries based on such aregister.

62. Under the existing recommendations small establishments are recommended to be
covered through household surveys. The main disadvantage of the use of household surveys
for this purpose, however, is that the sample for such surveys is not designed to provide a
representative coverage of economic activities, but only of the distribution of households. It
is likely that in many cases the two distributions are different, as economic activities tend to
be concentrated in commercial and industrial zones and are not spread across aress in the
same way as the population.

63. In developing countries the number of small establishments/enterprises is rather large
and these are often unincorporated and need to be captured more extensively through
sampling design weighted according to the concentration of economic activities rather than
population size. A methodology for a survey programme (namely, Fully Integrated Rational
Survey Technique — FIRST) that efficiently captures information from the entire size-range
of enterprises operating within an industry has been described in [11].

64. In the FIRST, the largest establishments/enterprises are covered on the basis of a
business register, preferably by mailed questionnaire with follow-up visits where required.
Medium and small establishments are covered through area sampling techniques similar to
those of household surveys. At the initial (listing) stage, each establishment in the selected
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areas is visited to determine the kind of economic activity taking place there which is
actually enumerated in the second stage.

Question 27:  Should area sampling technique and household survey be used for other fixed
location enterprises?

Question 28:  Should the FIRST methodology be recommended as a strategy? Should the
International Recommendation review the characteristics (e.g. incorporation, registration,
size of employment, location separate from household etc.) of units that need to be covered
by establishment/enterprise survey to delineate what should be covered by
establishment/enterprise survey and what should be covered by the household survey]

F.ITEMS OF DATA TO BE COLLECTED AND STATISTICS TO BE PUBLISHED

1. Datato be collected

65.  The IRIS83 recommends ‘census value added’ to be the primary and minimum goal
of al countries. Accordingly, recommendations made by IRIS83 for the items of data to be
collected in a complete internationally comparable industrial statistics programme had
assigned differential priorities for their collection. Data items which have been assigned
priority 1 include identification particulars of the unit, type of economic organisation,
employment (number), items of information required to estimate census value added and
items relating to gross fixed capital formation. Lower priority is given to other items
necessary for deriving “national accounts valued added”.

Comments

66.  There are important changes and analytical demand that make the IRIS83 obsolete.
These include changes in the classifications of institutional sectors in SNA93 SNA,
classifications of economic activities in ISIC and classifications of employment by the
International Labour Organisation to meet the needs of the changing economy, change in the
focus on regional development that requires data on regional economy and regional GDP and
finally the appearance of the new economy that requires data information on research and
development, software and database development, ecommerce, environmental protection,
etc..
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67. The proliferation of data demand and supply has made the need for a framework that
consistently integrates or relates data using the same concepts. SNA93 and its forthcoming
revised version is designed to serve this purpose, it is therefore important that high priority
should be given to the collection of information that are necessary for the compilation of
value added according to the concept in national accounting. It is also important to identify
other indicators that are important for other purposes than national accounts such as capacity
of machines, production capacity utilization ratios, data on industrial pollution or costs of
pollution control or abatement, etc.

68.  The table 2 below contains a broad outline of the new recommendatiors that will be
further elaborated in another separate document. In this table, al costs relating to production
are collected, with recommendation to identify:

a) holding companies, enterprises, ancillary units and productive units by regions
and their relationship;

b) shipments to and from other productive establishments within the same
enterprise;

) Materials bought and supplied to sub-contractors;

d) Costs of ownaccount fixed assets and major repairs to account for secondary
output;

e) Methods of inventory recording in order to obtain proper of value of output
and intermediate consumption which are close to the national accounts
concepts. The national account values of intermediate consumption will be
finally derived after adjustment for the cost of financial intermediation and
insurance services,

f) “of which” items on employment and hours worked and payment for (i)
database and software development, (ii) research and development, and e
commerce sales, shipments etc., and cost for environmental protection. The
employment in the field of database and software development has been
included to be used as an indicator for the estimation of capital formation. The
e-commerce sales, shipments, receipts are online orders accepted for
manufactured products from customers; including shipments to other domestic
plants of the enterprise for further manufacture assembly, or fabrication where
price and terms of sales are negotiated over an internet, extranet, electronic
mail or other online system. Payments may or may not be made online.
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0 Other nontnational accounts data that are important for the anaysis of
industrial performance such as capacity utilization ratios, pollution control,
research and development, etc.
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Table 2. Data itemsthat should be collected

Each unit is assigned identification code: The code should specify:

a Physical region where the unit is located

b) Holding company code: if the company is a parent holding company that has
member enterprises that are legally incorporated

C) Enterprise code: code should identify if it is a one-establishment enterprise or
multi-establishment enterprises and main economic activity (1SIC). One-
establishment enterprise is treated similar to an establishment in production
data collection.

d) Establishment code: code should identify type of activity (ancillary or
productive) and by kind of economic activity (1SIC).

I nformation on organization of statistical units by a questionnaire on
organization (business register

1 Enterpriseinformation

11 I dentification code [region code].[holding company code].[enterprise
code].[main ISIC activity]

12 Location Physical location, mailing address, contact person

13 Types of organization Holding company, multi-establishment enterprise,
single-establishment enterprise

14 Types of legal organization Unincorporated, co-operative, non-profit institution,
incorporated companies (or limited liability)

15 Type of ownership Government-owned or privately owned, national or
foreign controlled

1.6 Information on holding companies If the unit is a holding company: Names, location of

each enterprise owned by holding company.
I dentification codeis given to each member enterprise.

17 Information on establishments owned If the unit is an incorporated enterprise: list of
by multi-establishment enterprises establishments with location, address, contact person,
kind of activity, type of activity (headquarter or other
types of ancillary units, production units), employment,
and status of operation (in operation, cease to exist,
seasonally inactive).
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. I nformation on establishment by separ ate questionnair e (a separ ate and
mor e simplified questionnaire may be necessary for unincor porated one

establishment enterprise)

2. Sales, shipments, receiptsor revenues. Value should exclude all taxes assessed on

products

21 Identification code

[region].[holding company code].[enterprise
code] .[type of establishment].[type of economic
activity]

2.2 Information on establishment

Physical location, contact person, name and location of
enterprise that owns it, kind of activity, type of activity
(headquarter or other types of ancillary units,
production units), status of operation (in operation,
cease to exist, seasonally inactive).

2.2 Sales, shipments, receipts or revenues not
including property income

Of which exported to customers and affiliated foreign
branches

2.2(i) Of which e-commerce
221 Sales, shipments, receiptsor
revenues to other enterprises
222 Shipments to other domestic
establishment of the same Shipment to other establishment for further assembly
company and fabrication. Estimated on the basis of salesto
other enterprises or if no saleto other then by cost of
production
2.2.3 Sales of goods without further
processing

2.3 Major products produced

Vary depending on type of activity

3. Payroll and employment

3.1 Employment

Number of employees broken down by production
workers and others, male and female. For
unincorporated enterprises, employment broken down
by formal and informal employment (informal
employment is defined by the ILO as employees/
working proprietors not covered by any form of social
production).

Of which employees devoted to research and
development, database and software devel opment

3.2 Hours worked

Broken down similarly to employment

3.3 Payroll before deductions

Broken down by wages and salaries, social contribution
by employers (social security, pension, insurance) and
fringe benefits
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4. Expenses on goods and services. cost should exclude taxes deductible

4.1 Cost of materials, parts, and supplies Broken down by CPC (only for detailed survey)
except gas, fuels and electricity

41.1 Of which purchased

4.1.2 Of which delivered from other establishments of the
same company

4.1.3 Of which, for work contracted out to others

42, Cost of goods bought and sold as such

without further processing

43. Cost of services except rental
Broken down by payment paid for contract work,
purchased repair and maintenance, communication
services, legal services, accounting and bookkeeping
services, advertising and promotional services, expensed
computer services, environmental protection services
(refuse removal etc.), managing and consulting services,
etc.

44, Rental payment For buildings, other structure, machinery and equipment,
etc.

45 Other selected costs Electricity purchased, electricity generated

451 of which sold

4.6 Fuels and gas purchased

47 Cost of own-account fixed assets and major construction

4.8 Non-life insurance premiums on establishment property

paid directly by establishment or if by enterprise, then
estimated cost

5. Inventories

5.1

52
5.3

Finished goods

Work-in-process
Materials, supplies and fuels, etc.

Method of measuring inventory (LIFO, FIFO, average
cost, standard cost, perpetual inventory)

Asabove

Asabove

6. Assets, capital expenditures, retirements and depreciation

6.1

6.2

6.2.1

6.3

6.4
6.5

Gross value of depreciable fixed
assets at the beginning of the period

Capital expenditure of new and fixed
assets

Gross value of depreciable fixed
assets sold, retired, scrapped,
destroyed

Depreciation

Gross value of depreciable fixed
assets at the end of the period

At acquisition cost, broken down into buildings, other
structures, computers and peripheral data processing
equipment, machinery and other equipment, transport
equipment

Of which under lease-purchase (financial leasing)
Asabove

Of which cost of own-account fixed assets and major
construction

Asabove

Asabove

Asabove
Asabove
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7. Census output and value added: derived from tables above.

7.1 Output at basic prices 221+222+(223-4.2) +4.7 + changein (5.1+5.2)
7.2 Census intermediate consumption 41+43+44+(45-451)+4.6—-changein5.3

7.3 Census value added 71-72

7.4 Gross fixed capital formation 6.2—6.3

Question 29:  Should items above be modified to take into account the classifications of
ingtitutional sectors in SNA93 where corporations are distinguished from incorporated
household enterprises and non-profit institutions are distinguished into serving gover nment,
corporations and househol ds?

Question 30: Should the recent classification of employment be adopted to replace the
current one used by IRIS33?

Question 31: Should all expenditure on services be included as expenditures and all revenues
of services be included as outputs?

Question 32: Should outputs (revenues) be basic values, i.e. excluding taxes on products
produced by enterprises that they collected from purchasers on behalf of the government?
(Taxes and subsidies on products can be collected as additional data items)
Question 33: (a) Should all data items mentioned above receive equal priority?
(b) Should some more data items be added? Should some data items be del eted
fromthelist?

2. Enterprise statisticsto be collected

Current recommendations

69. International recommendations for the enterprise statistics have not been formulated.
Comments
70. In case of multi-establishment enterprises, information on certain items at the

enterprise level is necessary for example, to allocate the cost (using the transfer price) of the
ancillary activities to the enterprise it supports.
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71. There are certain items for example, property income receipts and payments,
insurance charges etc., on which information can be collected only at the enterprise level.
Availability of enterprise statistics would help integrate the establishment-enterprise activity
and extend the scope of the industrial statistics programme to complement compilation of
sequence of accounts relating to the industrial segment of the economy within the framework
of SNA93.

72. It is proposed that information at the enterprise level on the following items be
collected. Items on Part A of the Table 3 would be helpful in developing a Business Register.

Table 3: Additional data itemsto be collected from the enterprise
Part-A

1.1 Sdes, revenues net of discounts and returns
1.2 LessCost of goods sold
1.3 LessOperating expenses
1.4 Equa Operating income
1.5 Property income receipts
151 Rent (land rent)
152 Interest
1.5.3 Dividends
1.6 Property income payments
1.6.1 Rent (land rent)
1.6.2 Interest
1.6.3 Dividends
1.7 Other payments
1.7.1 Insurance premiums on enterprise property
1.8 Current taxes on net earnings
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Part B. Balance sheets

2. Non-financia assets

Opening
balance
sheet

Type of non-financial assets

Changes in balance sheets

Gross capital formation

Acquisition Cost of
less disposal, ownership
cost of major transfres
improvements

Consumpt
ion of
fixed
capital

Other Closing
changes | balance
in sheet
balance
sheets

Produced fixed tangible assets

Buildings

Machinery and equipment

Computers

Others

Intangible fixed assests

Mineral exploration

Computer software

Others

Inventories

Materials and supplies

Work in progress

Goods for resale

Valuables

Non-produced assets

XXXXXXXXXXX

XXXXXXXX

Land

XXXXXXXXXXX

XXXXXXXX

Subsoil assets

XXXXXXXXXXX

XXXXXXXX

Others

XXXXXXXXXXX

XXXXXXXX

Intangiblenon-produced assets

XXXXXXXXXXX

XXXXXXX

3. Financial assets

Type of financial assets

Opening balance sheet

Closing balance sheet

Change

Current assests

Cash and short term securities

Receivables

Prepaid expenses

Others

Long term assets

| nvestments

Bonds

Stocks (equity)

4. Financia liabilities

Type of financial liabilities

Opening balance sheet

Closing balance sheet

Change

Current liabilities

Notes payable

Accounts payable

Unearned income

Current portion of long terms and
capitalised |ease obligations

Other accrued liabilities

Long term liabilities and other items

Long term debt

Loans
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Bonds

Capitalised lease obligations

Empl oyees compensation and benefits

Deferred taxes on income

Shareholder’sequity

Question 34: Should the scope of the industrial statistics programme be extended to include
to collect enterprise statistics so as to facilitate compilation of sequence of accounts of this
segment of the economy within the framework of SNA93?

40



References

[1]

(2]

(3]

[4]

[5]

(6]

[7]

(8]

[9]

[10]

[11]

[12]

[13]

International Standards in Basic Industrial Statistics, Statistical Papers, Series M, No. 17 (United Nations
Publication, Sales No. E. 1953.XVI11.7).

International Recommendations in Basic Industrial Statistics: A Guide to Objectives and Definitions,
Statistical Papers, Series M, No.17, Rev. 1 (United Nations Publication, Sales No. E.60.XV1.8).

International Recommendations for Industrial Statistics, Statistical Papers, Series M, No. 48 (United
Nations Publication, Sales No. E.68.XV11.10).

International Recommendations for Industrial Statistics, Statistical Papers, Series M, No. 48, Rev. 1
(United Nations Publication, Sales No. E.83.XV11.8).

International Recommendations for Construction Statistics, Statistical Papers, Series M, No. 47 (United
Nations Publication, Sales No. E.68.XV11.11).

International Recommendations for Construction Statistics, Statistical Papers, Series M, No. 47, Rev. 1
(United Nations Publication, Sales No. E.97.XVIl.11).

International Recommendations in Statistics of Distribution, Statistical Papers, Series M, No. 26 (United
Nations Publication, Sales No. E.58.XV1.4).

International Recommendations on Statistics of the Distributive Trades and Services, Statistical Papers,
Series M, No. 57 (United Nations Publication, Sales No. E.75.XV11.9).

Organization and Conduct of Distributive-Trade Survey, Studies in Methods, Series F, N0.19 (United
Nations Publication, Sales No. E.77.XV11.3).

International Standard Industrial Classification of All Economic Activities (ISIC) Rev. 3.1. Statistical
Papers, Series M, No. 4, Rev. 3.1 (United Nations Publication, Sales No. E.03.XV11.4).

The 1973 World Programme of Industrial Statistics. Summary of Data from selected countries. Statistical
Papers, Series P, No. 15 (United Nations Publication, Sales No. E.79.XV11.3).

Strategies for Measuring Industrial Structure and Growth, Studies in Methods, Series F, No. 65 (United
Nations Publication, Sales No. E.94.XV1.11).

Recommendations for the 1983 World Programme of Industrial Statistics — Part Two Organisation and
Conduct of Industrial Censuses. Statistical Papers, Series M, No. 17 (Part 11) (United Nations
Publication, Sales No. E.81.XV11.12).

Tom Linnehan, The production of financial corporations and price/volume measurement for financial
and non-life insurance services, Task Force on Financial Servicesin National Accounts, 2005.
Viet Vu, Treatment of ancillary units in the 1993 SNA: areview, consistency between the national and

regional aggregates, http://unstats.un.org/unsd/national account/ancunits.htm
IMF, Balance of Payments Manual, Fifth Edition, 1993.

IMF, Monetary and Financial Statistics Manual, 2000.

41



