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THE STATISTICAL UNIT IN ECONOMIC INQUIRIES
I. INTRODUCTION
1. In accordance with the request made by the Statistical Commission at its

tenth sessionﬂi/ the Statistical Office prepared a paper, The Statistical Unit

in Economic Inquiries,g/ outlining the charteristics of various statistical units

that have been used for economic inquiries, some possible definitions of these
units, the purposes of which these units were best adapted and the desirability of
correlating the statistical units used in a system of economic surveys. That
paper, which took account of the views of the expert group of the Conference of
European Statlsticiansé/ as well as those expressed by the Commission, was
circulated to the national statistical offices and interested internationsl
organizations. The national statistical offices were asked to comment on the
raper and to indicate the uses made of various statistical units in their own
economic 1nguiries. They were also asked to indicate the system used, if any,
for classifying enterprises according to kind of activity and the extent to which
business record keeping practices had been investigated.

2, Substantive comments on the above paper have been received from thirty-four
statistical officesaﬁ/ These comments have been most helpful in preparing this
revision not only because of the detailed remarks on particular points discussed
in the previous paper (egge, the definition of the enterprise and the Techniques
of relating establishment-based and enterprise-based data)5 but also because they

provided a wealth of information on country practices. Some specific problems

1/ Resolution 4 (X), paragraph 40, Report of the Tenth Session of the Statistical
Commission, B/3126,

2/ B/CN.3/L.50.

é/ The Statistical Unit in Economic Statistics - Report of the Expert Group,
Conf. Bur. Stats/8l, 17 April 1959.

L/ Comments relating to document, E/CN,E/LQSO, were received from the statistical
authorities of the following countries, territories and regronal bodies:
Austria, Barbados, Belgian Congo, Canada, Chile, China, Czechoslovakia,

Bast Africa, El Salvador, Federal Republic of Germany, Finland, France, Ghana,
Guatemala, Hungary, India, Iraqg, Japan, Mauritius, Netherlands, New Zealand,
Nigeria, Panama, Philippines, Portugal, Puerto Rico, Singapore, Spain, Sweden,
Thailand, United Kingdom, United States.

/ass



encountered i1n the use of parbicular statistical units were also indicated and
gquestions were ralsed that show & need Tor further discussion and explanation
of & mumber of points. The nature of the comments received clearly shows the
interest of the national statisticel offices in defianing the respective zoles

of the enterprise and ite sub-divisions in a sysvem oI ecoacmic iaguiries in Lhe

light of uses for dxfferent types of data and the problews of collecting these

5

“data Trom business units. Further, several counvries have embarked on councrele

programmes Lo reorganize and co-ordinate tnelr economic i1aguiries so that data

stemming Trom different surveys can be related and enterprise-based data can oe
slated to data ror sup-divisions of the enterprise.

by Like its predecesssor, this revise

A
:

v

paper is exploratory iu character; and

+.

T

& number of countries, in stressing the preiiminery and experlmencsl natuvre of

their own work in this field, expressed the view that it is too earyy to atteapt
more than this. In any event, 1t 1s probapoly best to view these studies of the
statistical ua.t as an stbempt to establish & [ramework withia which inguiries

5

“nto specific subgect fields can be designed 1n 8 co-ordinated fashion. Thus

it ie intended that this discuassion of tue general problem of statistlcal units
aud their relation to esch other serve the following major purposSes: (1) provide
8 backdrop agsinst whaich the guestion of an appropriate and practical statisitical
Junit Tor parcicular Finds of economic inguirieg can be liscussed (e@g,; on
finencial transactions, productive acvivities, employment, etec.) (1i) indicate
the aecessity of and technigues Tor relating the varivua statistical unite to

one another and enterprise-based dale to data based oa sub-divigions of the

sncerprise, and (iii) outline further work needed on these questions poth at

the national and inteyaaticnsl levals. In stacting these purposes, 1t iz, of

course, assumed that certein needed dala are appropriate only to the enterprise
while other data can successfully be reiated 10, and are needed for, its

sub-divisions. In additiou, the guestion of the clasgsification of the enterprise

gcecording to kind of economic activity 1s also considered in this pape:

ﬁ/
e
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IT. SOME GENERAL REMARKS

L, From the comments received it is apparent that the majority of countries have
found a need Tor inguiries based both on the enterprise and on its sub-divisions.
Further, & number of countries, for the reasouns indicated below, are moving

toward a system of economic¢ inguiries in which epterprise-based and establishmeut-
based data are complementary and are collected in a form that makes possible their
direct comparison and iantegration.

5. Fvery productive enberprise must be concerned with both the technigues, means
and "real’ resuits of production and the finauncing of this production. While
these two precccupations of the snterprise are cerbtainly relatad. this relation ug
not necessarily <iaple or darect and the mavsgement of each Is fTrequently carried
on at quite different levels. This fact is generally reflected in business
records. Thus, profibs and losses of the enterprise - which in part often result
from purely finzncial transacbions - arising out of all of the activities of the
suterprise are vsually summarized at the enterprise level. Similarly balance

sheets are most often draws up summarizing the assets apd liabilities of the whole

5/ o
o= have, for this reason,

@

A1l countraiss complling finsncial dat
/

for thewy collection. Date supmarizing the more

soecifieally Drmiuctlve% activities oproductive’ in a broad sense ) of the

enterprise are usually avaslabls for sub-divisions of those enterprises engaging in

move then one group of related activities or carvylug oun thelr activities at

o
]
e
0]
i
]
=
Qs
}—t
!,..4
A
"~

more than oune location. That isg, for example, the wholesaling enterpri

records separately the sales and at least the direct costs relating to each

major line of goods handled or to each saleg office, and the manufacturing
enterprise would record the inputs and outputs and labour costs for each subsidiary
plant. And since thers is a marked need Ffor such date in summarizing the
activities of individual indushries, all courtries bave collected these and sivilar

data for sub-divisions of the enlterprise wherever possible.

5/ In the United States, it has been reported, large enterprises btend to draw up
at least vavtial profit and Loss shtatements and balance sheehs for sub-divisions
of the cnrverprise.

6/ Not alwars using th level, however  See paras. 50-35 below.
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6. Many of the users of economic data require that these data relate to well
defined kinds of activity. In most cases, however, the kinds of data needed for
detailed analysis are those relating directly to the "real" activities of
enteprises; studies of inmput-output relationships, cost-price ratios, labour=-
productivity analyses, studies of the relative efficiency of productive units of
different size, etc. are commonly of interest. Also for the market research
analyst or the government agency or businessman interested in the construction of
a new factory, both economic and demographic data in a wealth of industrial and
regional detail may well be required. And for econcmists interested in the
gtructure of production and the variation in the problems of different kinds of
business units, data classified by kind of business, and location and size of unit
will be needed. It 1s to serve purposes such as these that many countries publish
infrequent economic census data 1in great detail.

T- Many of the uses of financial data do not require their identification with
parrowly defined kinds of activity. Problems concerning the sources and
availability of credit and financing, for example, are generally more closely
related to the organizational form and size of the enterprise than to its kinds of
activity. Also questions of tax policy (e.g., turnover taxes and profit or
income taxes) frequently arise in terms of legal enterprise enmbities and value
data concerning the activities of the enterprise are clearly of interest here.

8. Because they have generally been designed to serve different purposes,
investigations into the financial side of economic activity have, in almost all
countries, been gquite independent of investigations into the real aspects of
production, and little attention has been devoted to the co-ordination of these
separate surveys. In recent years, however, increased use of systems of economic
accounts and increased concern with projection of econcmic conditions have led to
efforts to relate real and financial data systematically and to eliminate
discrepancies between the two sets of data that might be caused by differing
coverage or shifts in definitions from one survey to another. In this connexion,
the Expert Group of the Conference of Buropean Statisticians pointed out that -
"For economic analysis and economic planning it was desirable to have not only
isclated data on different items, but also to know the relationship between these

items; e.g., between production and income, the distribution of income, consumption

Joos
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w7/

of clarifying the relationships between these aggregates for the economy as a

and investment as well as the finauncing of these items. Beyond the desirability
whole or for broad areas of the economy, however, there is a real need for knowing
the character of these relationships between and within individual industries

as well as the varying rates of change over time in the activities of each
industry.

9. Some of the national economic accounts that measure the level of activities
of an economy, and describe the relations between these activities, are often
constructed in terms of the enterprise and its characteristics. This is true, for
example, of flow-of-funds and related accounts. Also, a number of the summary
tables used in relating gross domestic product, the expenditures on the gross
product, and income generated in productive activities have often, in practice,
been constructed on an enterprise basis. The enterprise, however, often engages
in a broad range of activities. Hence, analyses that attempt to deal with the
nature of, and relations between, the productive activities that generate the
domestic product, national income and financial flows must be based on data for
statistical units which are more homogeneous and more manageable - such as the
"establishment” or the "kind of activity unit". Tables showing the industrial
origin of gross domestic product, gross domestic capital formation by industrial
use and, in particular, input-output matrices are examples of analytical tools
used to bring into sharper Tocus the contribution of and relations between wvarious
kinds of productive activity.

10, Until comparatively recently, systems of national income accounts, flow=-of-
funds accounts, and input-output matrices have been constructed independently

of one another. Now, however, there is much interest in integrating and comparing
these accounts - neither of which is possible without first relating enterprise-
based date and establishment-based data. And the need to compare these accounts
exists not only at the level of rational aggregates that summarize the activities
and transactions of the whole economy, but for the individual entries in these
accounts that relate to narrowly defined economic sectors. That is, there is a
need to relate the fipancial transactions of the enterprise to the various

productive activities that give rise to these transactions.

7/ Conf.Eur.Stats/81, para. 7.

v
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11. Tven though most countries have generally found 2t posgsible tu assenmble a wide

ngs of economic data for the establishment-type units, there are important

P

tems of data on productive activities which way be recorded iy the business unit
on an enterprise bagis only. This applies to gome of the items oneeded in

computing the cowbtribution o the gross or net domestic product. Therefore; b

cases wheare the enterprise ilg engaged in 3 broad range of activities. some means

:ﬁ!

mast be found Tor allccating such items to the drfferent classes of activibies.

Where the gross domestlc product 18 estimated on the basis factor income payuents
originatiang in the various segments of the economy, interest paid, certain

er payments, profits out of current incowe, wages and salariss, rent and

other eypenzes of central offices, ete. must be allocated and added to the data on
wages, salaries, and rent payments which are obtained on an establishment,

or kind-of-activity. basis. And. 1f the product approach Lo estimating

coptribution to the gross domestic product 1sg used, certain general costs, such &g

el

advertisive aod othev basiness sgeyvices, and the costs of central offices,

3

transportation and storage must be allocated to the separately treated activibties
of the enterprise. Allocalion according to kind of activity is slso aecessary for
fixed and workiuvg capitel formatiow and degreclation in those cases where central
offyces, traasportation and warehousing are impoctaont, For the preceding tvpes
of allocation 1t ig necessary, of course, not only 1o know the sgtructural

rajationg Letvween the enterprise and its constituent elements, but also to zelect

4

:

data Tor the latter which are useful in apportioning the figures that are

avallable ornly for the enterprise ag a whole.

12. In addition to the enterprise~type data which can be realistlically apportioned
among sub-divisions of the enterprise, there are other kinds of enterprise data
which cannot be so treated. Mich of the financial data for the enterprise would

fall in th

is category aand certaln data such as that concerping new orders, intended

¥

changes in

Pus

inventories, and planned expenditures for fired assets have rormall Ly
been collecled only at the eunterprise level, and i1t is difficult to find =2
satisfactory means of allocativg these data to gub-units of the enterprise. The
gigrificance of all of these items of data, however, ~ould be bether asseszsd in

the context of more information about the range of sctlvities wibhin the

i
enteryrrises to vwhich they relate. The relation betweep vew ordevs. deidveries, and
/
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Laveatory changes, for example, 1s of particular i1nterest in forecasting economic
aevelopwents. But this relationship could be more meaningfully interpreted

1f new orders could be examined 1n conjunction with current deliveries and
nventory changes dirsiributed or a kind-of-activity basis within enterprises

wihich are ciassiTied by their own iadustry. Similarly, the value of financial and

ocher enterprise date would be enhanced if cross tabulations were available of a

e of vtewms by kind-of-activity of the enterprise vig-d-vis the kindsg of

its sub-units.

17 Practical counsiderations also dictate the need fov establishing a definite

coszespondance between the entearprise and its constituent elements. That is,

She gulti=-unit o
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idaary statistical units in
guch a way ﬁha? aill 1ts actavities fall uniquely within one or another
sab-division,~ and the relationship of the subsidiary units to each other and to
the nerenl enternrise should be clearly identified. Then much of the data needed
and collected for the sub-divisions of the enterprise can be aggregated to an
earerorige total, Otherwiss, some of the same items of Jata(e.g., sales, value of

~ oy o ~ g A - =
gtorlzg, capiial expenditures ) would hove

rJ

T2 be collezted for the enterprise

as well ag fov 1o3 sub=divisions. Also claseification of the enterprise in terms

&

I vae kinds of activaties of its constituent units, vhich is an efficient way

5

LO &8k

n iaduscrial classifications to eoterprises, becomes practicable when the

) !, >

relationship bevwean the forrer and the lat-er uc

bt

43 have been precisely
deinneated. Turilher, panels of establishments or kind-of-activity units can be
used as the frame For & sample of enterprises where these sub-units are identified
by the enterprise with which they avre associated. Iun terme too of the design

of different economic inquiries, in which the use of a variety of statistical units

[

may be aporopriazte it 1s important to have clearly delineated the relations
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tatistical units in order to avolid overlapping inguiries or

e
the opission of important areas.

g/ In this coanexion 16 should be noted that the definition of the establishment
aad the proposals covcerning the treatuent of central offices and other
cillayy uplfts contsined in Proposed Revision 10 the International Standards
1a Basye Industirial Jtetisthics, E/CN.H/257, wers devised to attain this
ctl

biective.,
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IIT. THE ENTERPRISE

A, Introduction

14, The comments made on the previous paper, E/CNG5/L.50, as well as the
descriptions of the uses to which an enterprise concept is put clearly indicate
that a single definition of the enterprise is neither possible nor necessarily
desirable. Further, it does not seem possible to suggest a set of fixed
definitions that would be applicable internationally. There does, however, appear
to0 be considerable agreement on the usefulness of certain kinds of definitions

of the enterprise and on the various objectives envisaged for statistical surveys
in which the enterprise plays a part. In the following discussion the enterprise
definitions used in a number of countries are examined in relation to the three
main types which are described at the outset. The kinds of information gathered
from these units in the several countries are also indicated. At the conclusion
of this section an attempt is made to outline the main cobjectives that enterprise
inquiries (as well as inquiries in which the enterprise is a subsidiary
statistical unit), may serve and to indicate the type of enterprise definition best

sulted to these objectives.

B. Definitions of the Enterprise and National Practice

15. Three main types of enterprise definitions appear to be in common use
throughout the world. These are set out below.

16. The legal entity: any individual proprietorship or association of persons

carrying on a business undertaking - included are all such forms of association as
the partnership, firm, company, corporation, or any of the many varieties of
these forms of association or organization. In general, this unit is a legally
recognized entity possessing the right to conduct business in its own name - i.e.,
enter contractual agreements, incur liability for debis, establish bank accounts,
etc. In those countries where business enterprise is, for the most part, owned
and controlled by government, the "enterprise"” is analagous (orgenizationally) to
the "legal entity" - being usually defined as the unit having a single
administration with the right to conclude contracts, an independent production
plan, an independent current bank account, and a self-contained system of

bookkeeping with independent balance sheet and profit and loss statements.
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17. The other two commonly used definiticns of the enterprise - which have no
counterpart in those countries where business enterprise is owned and controlled
by govermment - produce units that are collections of "legal entities". (i) The
group of legal entities, bound together by ties of ownership, for which
consolidated profit and loss statements and balance sheets are maintained - where
"ties of ownership" is defined as more than 50 per cent ownership of the equity
(or net worth) of each legal entity by the other membersyof the group. This
concept has also been extended somewhat to include legal entities the control of
which is acknowledged even though less than 50 per cent of the equity i1s owned

by the parent organization. (ii) The group of legal entities bound together by
ties of ownership, where "ties of ownership" is defined as above. This second
definition simply dispenses with the requirement that consolidated accounts be
maintained. As noted below, a further extension of the enterprise concept has been
used in the study of foreign investments. In such cases a foreign enterprise

has been considered attached to the parent organization if the parent owns any
equity in the foreign enterprise and exercises a voice in its affairs.

18. 1In the countries of Fastern Europe, the enterprise - as defined in

paragraph 16 above - is the basic statistical unit for all economic inquiries.
Unlike its counterpart in the West, however, the enterprise in the centrally
wanaged economies engages in a relatively narrow range of activities. That is, the
activities of the enterprise are technologically associated, and strenuous

efforts are made to keep the "profile" of the enterprise clean. As an example of
this, it is reported from Hungary that the large Csepel Works, which before

the second World War was a single enterprise, now consists of eighteen independent
enterprises, each devoted to its own specialty. Even in Fastern Europe, however,
purely technological considerations sometimes dictate that the enterprise

include vertically or horizontally integrated operations and where this is the
case the enterprise is generally required to report separately on its different
operations as well as on its total activity.

19. In the Eastern Furopean countries a very broad range of financial and
physical data is collected for the enterprise - and, where necessary, for its
separate activities. And since these data relate to units rather narrowly defined
in terms of kind of activity, analysis of the relationships between financial and

"real" activities and between economic sectors is much simplified.

[oos
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20. In the countries where economic activity is largely the province of private
business, the enterprise can assume complex forms that make analysis of enterprise
activities, or even precise definition of the boundaries of the enterprise,
difficult. HEstablishing the boundaries of a business enterprise can be difficult
(i) where it is necessary to isolate business assets and liabilities from
personal assets and liabilities of individual proprietors and of certain types of

9/

vartnerships,= and (ii) where it is desirable to treat as a single enterprise

a group of legal entities commonly owned or bound together by ties of ownership.
21. The problems encountered with the unincorporatedig/ business have been
mentioned by the Federal Republic of Germany, Finland, India, Sweden and the

United States. The laws governlng The unincorporated business - requirements for
registration, stipulation of the kinds of records to be waintained or filed, etc, -
vary from country to country, but generally these laws arse far less exacting

than for limited liability businesses. For the partnership, of course, there are
cogent reasons other than legal for waintaining accounts of business activity.
Because of this, data on assets, liabilities, income and expenditure as well as
data on productive activities have been more easily collected for partnerships

than for single propriecorships, whose reasonsg for maintaining an adsquate svstem
of accounts are far lass compelling.

22. Recently pilot studies were undertaken in the United States to study the
financing experieance of upincorporated business. As a part of

necessary to develop methods for obtaining profit and loss and balance sheet data
from these businesses. As might be expescied, it was found that partnerships were
far more apt to maintain such accounts than were single proprietorships; and

even where accounts were kept for a proprietorship they tended to be less complete.
In general, data on business income and, ©to a slightly lesser extent, expenditures

were, because of the United States income tax requiremepnts, almost invariably

g/ Isclation of business income and expenditure may also be a problem for these
kinds of units, but it i1is generally less acute.

10/ The term "unincorporated” is intended to cover all forms of business
Organization in which the liability of the owners is not limited. Limited
liability forms of organization (e.g., the corporation, limived partnership )
are required in virtually all countries Lo maintain independent accounts such
as balance sneets and profit and loss stetements.

[oos
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available. Records relatirg to certain assets and liapilities - e.g., accounts

recelvakble and payable - were also commonly Tound, bul other items cf asgets

were kept, the siagle proprietor tended oo mix certain busiussg assels and
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legal envities bound Sogeihor by Lies of owosrship The traclag HF ownership
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law to aeclare their ownershnip of other cowmzoles when the extent of that

ownership is sufficient to assure covtyol (usunlly owoership of more Hhan

=

5O per ceat of equlvy .

S

In such ases an identified family of legsl enlitiess 15 &
watter of public reecord, but in many countries, 1t seems, these legal reguirzments
for declaring ownership 4o not exist and in tnose countries as well as among

The unincorporated buglinesses in all counbries ownership Ties wust be the subject
ol specizl i1pvestigavion Sowme of the technigues that mlght ve used for ilhis
rdentification are indlcabed in Section VI. Tn the following paragraphs the
enterprise definition used in a uumber of countries is iundicated togetner with some
comments received regarding the difficulty of identifving families of legal
eniities and vhe desirabrizty of so doing. In Section C below some general remarks

s

are set oult concerning the statistical objectives that can be served by the various

4]

24, TIn the Federal Republiic of Germany, the "legal entity’ definition is preferred
on grounds of desirabiliiy and, particularlyv, practicality. This unit is

considered desirable because it can provide the full range of finaucial and "real
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data required and these data are amenable to more detailed classification by kind
of activity than would be data for the enterprise more broadly defined. Further,
the turnover tax is imposed on sales of the "legal entity” and it is considered
essential to collect enterprise data in a form directly relatable to turnover tax
data. And as a practical matter, it was noted thet ownership connexions between
"legal entities" were difficult to trace.

25. The comments from the Belgian Congo, New Zealand, Portugal, Spain and the
Iatin American nations also expressed a decided preference for the "legal entity"
definition of the enterprise. In Finland and Sweden, on the other hand, the
"legal entity" definition is preferred largely on practical grounds. Financial
data are cobtained in Finland as a by-product of the income and property tax
reporting and this tax is imposed on each legal entity. A similar tax law in Sweden
also specifies the kinds of records that must be maintained by the legal entity
and so it is felt that data can be more uniformly and consistently reported for
this unit. Iaws also exist in Sweden which require that certain records be kept on
a consolidated basis for groups of owned legal entities, but the content of

these records is not specified and hence both quality and content varies
considerably.

26, 1In Canada, the Netherlands, the United Kingdom and the United States
approximations to all three enterprise definitions outlined at the beginning of
this section are used at various times for the collection of data depending on
the objectives of the inquiry and the practical problems of collection. The
collection of data on corporation profits has in Canada been found to be easiest
where the enterprise is defined in terms of the group of legal entities for which
consolidated accounts are maintained. And as the economic decision - making unit
of interest for studies of concentration and as a source for econcmically
significant financial data the family of legal entities comnstitutes the preferred
statistical unit. Income tax regulations, however, do not allow the filing of
consolidated returns, and since current estimates of corporation profits are linked
to a tax statistics base, the collection of profits data on a "legal entity" basis
would, for this purpose, be preferred.

27. In the Netherlands, employment data for the smallest legal entity are compiled

in alternate years from the results of the quarterly surveys into mining,

4
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manufacturing and the production of electricty and gas. This unit also appears in
the annual production inguiries and inguiries relating to fixed capital formation,
along with the enterprise more broadly defined. For the annual surveys on
profits, fimancial assets and liabilities of corporations and the quarterly surveys
on assets and liabilities as well as in the decennial censuses of industries

the broader definition of the enterprise is used because of the importance of
obtaining dsta on the basic decision making unit.

28. In the United Kingdom an inquiry into direct investment overseas is conducted
in which the relationship of the parent legal entity (company) with both
subsidiary and associated companies overseag is examined. Assoclated companies are
defined as all those with which the parent group of companies has a continuous
connexion by virtue of shareholdings that the parent regards as a trade
investment. Also the group of companies connected by ownership links is used for
the collection of balance sheet data (in the United Kingdom such combines must

by law maintain consolidated accounts). The "legal entity', however, is used for
the collection and tabulation of profit statistics in the United Kingdom. The
comments from the United Kingdom also noted that "for some purposes the
identification of the enterprise as the smallest legal entity is convenlent, but
this is a concept very far removed from the more meaningful concepts of the
enterprise".

29. A commonly used definition of the enterprise in the United States includes the
group of legal entities bound together by direct ownership (more than 50 per cent
of equity) as well as the legal entities the control of which is acknowledged.

This unit is employed, inter alia, in the gquinguennial censuseg of business,
manufactures and mineral industries where use of this unit provides a convenient
means of control as well as an appropriate unit for studies of concentration.

For the collection of guarterly statistics on plan and equipment expenditures and
quarterly balance sheet and income statement data the largest unit for which
consolidated accounts are maintained serves as the statistical unit. Here
attention is focussed on the decision waking unit. Further, addressing questions
of this type to the enterprise level at which the most consolidated accounts

are kept simplifies the reporting process. The "tax paying entity" defined by the

social security legislation in the United States corresponds to the "smallest

/aa@



E/CN.3/259
EFnglish
Page 16

legal entity” concept. Hence employmept and wage and salary inforeation garnered

from these tax teports relate to the enterprise so defined (aLﬁhougb most suach

units submit separase reports for each sunsidiary establishment ). In addition, tie

I

-

Bureau of 01d Age and Survivors Insurance (administering the so-ial security
law) prepares statistics on ewployer population end business births and deathe
using the suwallest legal entity concept. The income +ax laws - from the
administration of which much of vhe basic financial data on business euberprege
emerges - allow the corporatiog to report on the basis of Zully consolidatad
accounts or on a basis less than a complete consolidation. The “tax payiag unit

is, therefore, not consistently defined zn this case-

Ce Surmary

30, In most countries a considerable voiume of svatisgtical dava exenates
the administration and reporting reguirements of particular lawe. This 1s
varticularly true in the case of filaancial gud related data which are [reguencly
the by-product of tax reporting- From the commeats received 1t appears that

tax laws usually specify as the fax paying unit the legal entity, althougn fa sowme
countries different tax laws may specify duifevent tax unitsg {(viz., in the

United States where the social security tex is baged op the sgallest legal entity,
while income tax data mway be reporved at a cousolidatbed level 1T the repor
so wishes). From the fact thaet aduinistrative requirements often provide 2 Tlow
of accessable statistical informstion, two conclusiong are apparent: (1, f

cost and convenience point of view 1t 18 clear that these zources of data

should be utilized, aund {ii) in many cases the formulation of policy decisions w. oo

~

respect to certain laws regulres data rnot produced by the normal administravive
requirements of these laws and svpplementary informasion for vuits equatable 10

the legally stipulated entity must be gathered

3l. While administrative recordg frequently provide a convenient source of
information in a useful form, the reguirements of economic analysis and much public
policy formulation dictate that a broader concept of the euterprise be considered.

Thus a number of couptries conauct direct inguiries 1p which the objecti

F
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o]

to isolate the largest aggregation of legal entities for which corsolidated

accounts are maintained. There are severs) reasons why the snberprise so defiued
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is preferable to the smallest legal entity for analytical purposes,ii/ but perhaps
the more important are the following. A prime reason for collecting enterprise-
basged data is for the assessment of the debtor-creditor relations, the

liquidity position, the sources and uses of funds and the interrelationships
between financial and "real" transactions of enterprises. Within a group of
legal entities bound together by ties of ownership, the accounts of each separate
entity would include the value of bonds, shares, loans, etc. issued by other
members of the group, whereas a set of consolidated accounts for the group as a
single entity would eliminate the finmancial and other transactions taking

place within the group. These i1pternal transactions, or the decision to hold the
liabilities of other members of the same family, etc. are generally undertaken
for reasons guite different from those governing transactions external to the
group. Further, the internsl traasactions of a group of associated business
entities occur, more often than not, &t arbitrary values, and reflect not the
decisions of the individual entity. but the decision of the management of the
group. Further, decisions on financing investment, etc. are generally taken at
this level on the basis of market counsiderations affecting botn financial
transactions and the desirabilifty of expansion or contraction of the wvarious
"real" activities of the whole family. From the point of view of economic
significaace, therefore, 1t 1s preferable To consider the group as a single
entitye.

32, Pracvical copsiderations also meke it difficult to rely entirely on
adminlstrative records such as tax rsiurns for enterprise data. Complete tax
returns are usually submitted ouly once a year, and tabulation of these returns -

slowed dowp as 1t 1s by aduninistrative exigencies - generally takes considerable

joT}

time, For currept aralysis and policy decisions, however, such data are required
wuch more Irequeantly than snpually and the data are needed rapidly. For this
reason too direct enterprise inguiries are conducted in wany countries.

55, In a nuwber of kinds of economic surveys, the enterprige plays a part even
thougn no data relating to the enterprise as & whole are required. It is, for
example, 1n an establishment-based industrial or distribution inguiry, desirable

11/ These and cther uatters concern: 1prise activities are discussed inp
greater detall in Statistics of Em@erp”isegﬁ EfCN23/26O.
/@&@
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to identify the enterprise owning each individual establishment or kind-of-
activity unit. Since it is only necessary to trace ownership links for this
purpose - wailving the requirement that comsolidated accounts exist - it may often
be possible 1o define the enterprise very broadly.

34, In order to analyse concentration of ownership or control of economic
activities, it xs obviously desirable to trace interlocking lineg of control as
far as is practicable. Tn a number of countries tracing control to the extent
thawt this control is exercised by wajority ownership is easy; tracing cootrol
lines beyond that point, however, will generally presuppose a willingness on the
part of enterprises to declare that control is exercised. In other countries

it appears that even tracing direct majority owuership may be difficult.

35. For the study of direct investment in foreign coupanies and of the
transactions taking place with such units, it is possible to ldentify the
organizaticnal links and collect the information needed without requiring that
consolidated accounts exist for the entire combine. Here again, of course, the
possibility of discovering these links depends on the existence of legal
provisions that meke disclosure of this informwation mandatory or the willingness

of respondents to declare that these links exist.

[Ia»a@
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IV. BUB-DIVISIONS OF THE ENTERPRISE

A. Introduction

36. As indicated earlier, many of the most common and most useful analyses
of economic daba involve the isolation of reasonably homogenecus industry
groups; and often the segregation of these data by relatively small regions.

A glance at the nablonal publications contasining the results of basic econowmic
inguiries offers conviacing svidence vhat these classifications are almost

i/
. . , , . 12
universally considered lmportant. Fortunately a great majority of enterprlseSmM/

carry on thelr acvivities ia one 1dentifiable location and are sufficlently
specialized that data relating 4o the enterprise can be assigned a relatively
warrow industrial and geographic classification. There are, however, more

comples enterprises, diversifiesa with respect to activity and dispersed over
g wide geographic srea. and taough comparatively few in number, such enterprises

i

usually account for a large proportion of total economic activity. If, then,
geographic or industry by industry acalyses are wanted, some way must be found

to carve upn theze complex enterprisas inco statistical or tabulation units more
amenable to such anelyses. In bais section the discussion centers on the problem
of sub-dividing the enterprice into more homogeneous statistical units.

3T, While vhere is oflten an =2mpoasis on producing economic data assignable

to specific rinds of activivy and to location, this emphasis shifis in kind

epending on Lhae kiwd of dave to be gathered or the kind of

survey 1o be undersaken. In most cases. of course, the surveyor is at least
nartially ab the mercy of the available enlferprise records; but frequently

the guestion is pot ong of avellabilily but of conveanlence - that is, tae
entevprise could, with sufficiept time and effort, assemble certain information
for gpecified sub-arvisions. Often, nowever, the uses for which the data from

z particular survey are destined meke it unnecessary to ilpsist that the
enterprise go Lo Such laﬁgtney end corcessions ave made that ease the reporting
thia section three commonly used siv-c_tvisiors
of the enterprise are dlscussed - the esiablishment, the local unit and the

S R T T

42/ Definad zn any of the ways olscussed above.
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kind=of=activity unit. For convenience these will, as a group, be referred to
as establishmeat-type units. In addition, the technical and ancillary units,
wiaich differ in nature from the establishment-type units, are described together

with some of thelr uses.

B. The Establishment-Type Units

AY ) P
(a) BSome general considerations

38. It was noted in the previous section that in the countries of eastern Europe
with a centrally managed economy the aim is to restrict the profile of the
enterprise to technologlcally assoclated activities. This is done, of course,
pecause it facilitates planning and control. The enterprise itself then is also
a kind-of-activity unit. In the countries of the West, the multi-activity private
enterprise also tends, for much the same reason, to compartmentalize its
operations since tbe menagement of the enterprise invarisbly wishes to plan

and control its operations effectively, to know the performance of each major
line of activity and to assess, at least roughly, the contribution of each to

the over=-all profit picture of the epnterprise. The need for enterprise
management to maintain effective operating control also frequently leads to

the division of some management responsibility among gecgraphically separated
units. This is equally true in the West and in the countries of eastern Europe.
39. The need to manage effectively the various sections of an enterprise and

to assess, evaluate and plan their activities leads to the establishment of
accounting procedures that isolate these sectlons. The data needed by the
enterprise for these purposes, however, and the extent aund kind of
compartmentalization established for record keeping purposes vary from enterprise
to enterprise as well as from industry to industry and from country to country.
Where mining, manufacturing or processing activities are involved, differences

in machinery and equipment, type of personnel, raw materials and products all
wake it highly desirable, if not mandatory, to establish at least some operatiag
records for esch group of technologically and physically assoclated activities.
Generally, for these reasons; records on employment aad wages and salaries are
maintained for separate locations in virtually all industries. Data on goods

received and products produced or shipped are also generally recorded for separate

/ano
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locations at least in quantitative terms. In certain enterprises and in

certain industries, however, value data - particularly cost data - are recorded
for lines of activity without regard to location. This situation is commonly
foundin wholesale and retail businesses and is not uncommon in certain industrial
enterprisesuié/

40. Zven though a multi-unit enterprise maintains many operating records for
establishment-type sub-units, there remain both conceptual and practical
difficulties in sub-dividing enterprises into establishment-type units. Important
among these is that not all the activities of the enterprise can be uniquely
assigned or allocated to one or another of its subsidiary units. In general,
these would be ancillary activities - activities carried on to facilitate, or
in support of, the productive activities of two or more of the subsidiary units,
or transactions the profits or losses of which accrue to the enterprise as a
whole. Many of the financial transactions of the enterprise fall in the latter
category, and since these bear little or no relation to the kinds of productive
activity engaged in nor to the physical dispersion of the productive facilities,
it is often impossible to allocate these transactions to the subsidiary units.
It 1s for this reason that items of data relating to financial activities are

not recommended in the Draft Revisions to the International Standards i1n Rasic

Industrial Statistics or in the International Recommendations in Statistics

Sy

of Distribution—' which suggest that establishment-type units be the basic

statistical units.

b1. The ancillary, supporting activities carried on centrally by all multi-unit
enterprises have been dealt with in a variety of ways. Examples of such
anclllary units are central administrative offices, central warehouses and
electric generating stations, etc. The common characteristic of these units is
that they provide goods or services to more than one subsidiary unit - goods

or services which do not enter into the final, marketable product of the

enterprise. To avoid the difficulties of allocating the activities of these

15/ It is interesting that in the United States, it is rveported; a conslderable

T and growing proportion of the large industrial corporations maintain records
at the establishment level on a basis which follows reasonably satisfactory
economic concepts. These records, it was noted, which often include profit
and loss and balance sheet accounts for individual establishments, have been
developed as a management tool rather than to facilitate the collection of
governwent statistics.

14/ E/CN.3/257 and Statistical Papers, Series M, No. 26. ,
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central ancilliaries among the servicad ablishments or kird-of-activity units
EN

ek
it has been T@CO@&@M&QQ“ZJ hat such units be copventionally treaved ag separate
statistical units, classified to the main activity of the operating units served.
A number of countries follow this practice with but winor variations. In obher
countries these anclllavy activities are conventionally allocated to the most
impertant of the sstablishuwents served. In still other countriss the enterprise
is asked to allocate the ancillary activities swong the establishments served.
42, In most cases the magnitude of the ceniral ancillary functions of an
enterprise ave relatively so small thet there is little practical significance
attaching to the kind of treatwent accorded them. In a few instances, however,

this may aot be true. Own account

e
cf
{oda

and for some kinds of encillary activities
production of elesctricity and capital ccustruction for own use constitute; in
some countrles, an lmportans part of the total of such activities. Whevre this
is the case, treating sncillary constructlon usits and power stetione ae though
they were sevarste statistical units has obvious advantages in that these units
can then be classitied either to the activity of the units served or, by

1

cation, to their own achivity, dependiag on the purpose

for wiaich particular tebulations are beilug made. A further advantage of treating
central ancillary units =s sepavate stetistical onite is thab it assures that

thess vmits are nobt overlooked. This may bs important where both the enberprise

and sub-divisicns of the enterprise are asad ag shshistical units and 1

£

t is

desirveble Lo establish links bhetwsen thewn.
axn arise wnen the multleunit enterprise
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has been sub-divided. The oroolem occurs primarily for the vertically integrated

enterprises where transfers of goods and services babweea subsidisry units are
1mportant. The difficolty 1e ihet in the records for the subsldiaries these
intra=cnterprise trensfers are ol
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-+ no relaticn wo the market value of the goods transfevrsd or 10 ©ASLY actual
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the accounting convenience of the enterprise. In other cases tax legislation
conditions accounting practice iln this respect. This problem has been noted in

a number of countries, but the responses to the problem have varied rather widely.
From Finland, for example, it is reported that the sales tax provisions
occasionally make it more profitable for a multi-unit enterprise subject to this
tax to value intra-enterprise transfers at the smallest possible figure - the
result belng that an extraordinarily large margin appears at the point where

goods leave the enterprise while the subsidiary establishments show a very low,
and often negative margin. On the other hand, in areas where the sales tax does
not apply, the manufacturing establishments may, for simplicity, record their
shipments at retail values. In the Netherlands this same problem has been
encountered, and in the new system of annual inguiries it is avoided by requestiug
only quantity figures for intra=enterprise transfers of goods. Presumably value
figures for these transfers asre, if needed, imputed by the statistical office.

b, In those countries where value figures are requested fov intra-enterprise
shipments, the usual practice is bo tvry to approximate market values. Thig is
the case, for example, in Canada, the United Kingdom and the United States. In
the United States, furthermore, there appesrs to be a marked tendency Ffor the

T

corporaticos to value internsl transactions atl prevailing market prices

et

arg

[0

e

in their internal accounts as a means of providing an objective measure of the

ic/

performance of the various establishments of the enterprise.==' 1In a few cases,
however, a warkelt price msy not be the most meaningful valuation price Tor a
coumodity woving through an enterprise. The United States hes given as au
example of such & coudition an integrated pulp and paper manufacturer. Tt was
found that valuing the pulp, which literally flowed from the pulp to the paper
mill, at the price of pulp sold through the market to independent paper producers
vielded wnrealistic weasvres of the relative contributions of the pulp and paper

o
gsections of the integrated euterprise. In general, none the less, market value

f=to
o

the most meaniocgful way to measure intra-enterprise transactions.

”
16/ See also footnote ig/a
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(b) The operational definition of the establishment

45. In copcept, the establishment is eguated to the simple enterprise which
carries on a fairly specializged set of activities at cne lotation. The
esbablishment;, then, encompasses not ouly those activities specifically related
to the main marketable production of the enterprise, bubt also those supporting

¢

r ancillery activities without which there would be no production and which

8}

p

themselves exist only because there is & marketable production. Data related

to the establishwment, therefore, provide a plcture not only of the truly
productive achtivities of the enterprise, but also of the peripheral activities
which the main production wust support. In extending the establishment concept
to the complex enterprise, therefore, the objective is to sub-divide the
enterprise into a collection of wvnits, each of which is as nearly as possible
like a simple enterprise. Such an approach, to the extent that 1t is successful,
has the virtue of produciag statistical units which can not only be meaningfully
classified by industry, location and size, bub, particulariy when analysed by
industry, the data relaving to these units provide a complete view of the
activities and vesources, both direct and indirect, abttributeble to each of these
groups .

5. To apply the establishment concept effectively iv practice, a reasonably
clear idea of what is meant by “single activity” or "kind of business” is
requived. Quite obviously "single activity" should not be so narvowly defined
that only the most specialized unit qualifies as an establishment. On the other

hand, & defloition that would allow toc broad a grouping of diverse activities

would defest e objective of producing data assignable to usefully homogeneous
industry groups. The problem heve, then, 1s essentially the same as that
attending the compilaticn of an industrial clessificatiocn = in both cases it
is Gesirad to define the narrovest, wost homogeusous groupings of economic
sctivities that can re latively casily be delinested in the real world. To be

activities in practlce implies that
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in the great majoriﬁf‘gf cages, industry is organized and vecords are maintained

productive activities are separately svallable. Approaching the problem of

defining the establisbment along these lines, some countries have created the
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headings of an industrial classification through an investigation of the usual
groupings of activities and then defined the establishuwent in terms of the
narrowest headings of that classification.
47. Similarly the problem of defining “"separate location" is solved in a practical
way by reference to the record keeping and organizational arrangements of industry.
One of the most important results of the ilumposition of the single location
regstricticn,; of course, is that it allows for analysis of the collected data by
small areas. This attribute can often be retained, however, with a relatively
broad interpretation of "single location” so long as the unit defined falls
entirely within the smallest area by which the data are to be classified. In
other respects, however, varying definitions of "single location” may have a
marked effect - e.g., on the number of units counted and, of course, on size
tabulations.
L8. In order to make clear to enumeratorg and respondents that the basic
establishwent concept should be modified, where necessary, to fit the actual
organization and records of a particular enterprise, some countries have found
it necessary to lnclude in thelr establishment definition an explicit statewment
relating the establishment to existing organizational and record keeping
arrangements of the enterprise. With a view to defining the establishment in
operationél terus, the dependence of the definition on business organization
and records and on the types of data sought might be phrased in the following
manmera£1/
That group of activities, carried on under a single ownership

or control at one location, which contribute indirectly as well

as directly to the production of the most homogeneous group of

products or services for which separate records are maintained that

can provide the data concerning production and the materials, labour

and other resources (both direct and indirect) going into the production

of this group of products or services.

&Z/ See also Proposed Revisions to the International Standards in Basic
Industrial Statistics, E/CN.3/257, Annex L; and the Lnternational
Standard Industrial Classification of All Economic Activities,
Statistical Papers, Series M, No. L, Rev.l.
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Lo, while it is usually suggested that the establishment definition, for
practical reasons, be geared to the record keeping practices of most multi-unit
enterpriges, it is not lntended that the establishment be defined simply as the
"unit for which each respondent wishes to report". Once a definition to which
most respondents can conform has been established for each industry group, it is
important that all respondents conform in all major respects to that definition.
Of course, where deviations are minor 1t is not worth-while to attempt to

elminate them.

£

(¢} The local unit

50. Unlike the establishment,; no restriction is placed on the range of
activities to be included in this unit. In practice, of course, the local unit

the egtablishment are most often identical, and as already noted the local

Cu

an
tnit ig sometimes the nearest approximation to the establishment that the record
keeping system of the particular enterprise allows even though resgtriction with
respect to range of activities is desired. In addition, however, the local unit
has been specifically used ag a basic vnit 1ia its own right for economic
inguiriess

51. Among those countries meking sperific use of vhe local unit, definition

of "single location” varies considerably. In the Federal Republic of (Germany,

Tor example, the local unit (Arbeitsstéitte) is defined as that part of an

enterprige occcupying a single piece of land undivided by any public street,
rcad or railroad. Such a plece of land could, in sowe instances. be sufficlently
large to cootaln several bulldings and a number of activities. In the Netherlands

" is, for some surveys, defined to include all units

and in Sweden "single location
of the enterprise located within a amunicipality or within the smallest area for
which data are to be published. A similar extension of the idea of "single

location” is reported from Ghana.
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(d) The kind-of-activity unit

52. There are two ways of defining the activity unit in current use. The
definition used by the United Kingdom, the United Statesgé/ and Finland makes

an activity unit equal to the sum of all the establishments within an enterprise
that would be classified to a particular industry. In the Netherlands, on the
other hand; the activity unit is defined to be the sum of all technical unltSug/
that would be clagsified in one industry group. In reality this variation in
definition produces two quite different statistical units. One of the advantages
of defining the activity unit as the sum of the establishments in each industry
group is that, with the exception of the central ancillary activities of the
enterprise, the items of data relating to each activity group add up to the

total for the enterprigse. In other words this means that more of the enterprise’s
sotivities and resources are allocated o specifilc industry groups. This would
be true, Tor example, in the case of employment. Using the Netherlands'® approach
only the cperativesg directly engaged in techunical units are included in the
activity unit - other operatives or manual workers and administratlve, clerical
workers belng grouped together for the whole enterprise. On the other hand, a
finer and wmore homogeneous division of the enterprisels directly productive

4

activities may be possible using the Wetherlands'® approach, and where very
detailled data regavrding narrow industry groups are wanted - as, for example, in
certain productivity studies - this hag advantages. There is, however, the
factor that with the growing automation of indastyrial processes, the line between
peratives and overhead technical personnel is becoming increasingly less clear.
Because of this, it has been suggested that the dirsct relationship of the
technical staff 1o the proper functioning of any process should be taken account

of in productlvity analyses. It should be noted that the activity unlt defined

1

&

ag a collection of techrical units must be vsed as a gupplexentary statistical

>

unit if the sim lg to cover all activities. In the Netherlands 1t is used as a

I

o

suppienent o and 1n conjunction with the enterprise.

18/ Feor some purposes; 2.gZ., 1o requesting the distribution of manufacturers!?
gsales, the United States uses & commodity line approach to define the
activity unit.

19/ See part C below for a discussion of the technical unit.

fen.
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Ce The Technical Unit

53, The establishment-type units described above are composed of both technical
and ancillary units. The technical units comprise all those activities going
directly into the production of the particular types of goods and services that
constitute the main business of the whole unit, whereas the ancillary unit
provides goods or services which do not themselves enter into any of the
products of the unitggg/ The collection of all the technical units of an
enterprise, therefore, unlike the establishmeunt-type units, does not include

all the activities of the enterprise.

54, While there have been attempts to use the technical unit as a basic
statistical unit, the difficulty of relating all the usuvally required items of
data to this kind of sub-unit and the lack of consistency in the way production
is organized have led to the abandonment of this approach. Use of the technical
unit as a supplementary statistical unit, however, has met with much greater
success. The establishment, for example; is best defined operationally in terms
of the availability of records for the items of data needed. VWith the
egtablishment so defined, there will be, within each industry group, a variation
between establishments in the precise scope of their activities. Thus, one
establishment manufacturing machine tools may produce castings in its own
foundry while another may purchase 1lts castings from an independent unit. If,
in this situation; certain key items of data (particularly numbers employed and,
pessibly, output) can be obtained regarding the foundry as a technical unit,

the two original establishments can e more meaningfully compared and a more
ccmplete picture can be drawn of all foundry activities. Even when the
pragmatic establishment definition yields a set of homogeneous units within an
industry group, the broad range of activities encompassed within each
establishment may prompt the use of the technical unit for the collection of
certain items of data concerning the separate subsidiary activities.
Establishments in the basic steel industry, for example, may engage in blast
furnace operations and steel making and rolling operations. Even though every
establishment in this industry covers all these operations, it may be of

considerable interest to collect some data regarding each activity.

Eg/ See International Statistical Industrial Classification, Statistical Papers,
Series M, No. 4, Rev.l, p. 3.
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55. Another and important reason for using the technical unit as a supplementary
rather than as a basic statistical unit is that by definition it excludes all
those activities which depend on, but are not directly connected with the main
productive function. Were the technical unit, therefore, to be used as the

sole statistical unit, only a partial accounting of the totality of industrial
activities would be obtained.

56. What has been said above concerning the use of the technical unit as a
supplementary statistical unit is, of course, equally applicable to the ancillary

units of the establishment.

D. Sub-divisions of the Enterprise as They Appear in Practice

57. Although reports from the great majority of countries specify the use of

an establishment concept in many surveys, it is clear that in all but & handful
of cases it is the local unit that is accepted as the statistical unit. Further
it appears that in a number of countries the term "establishment" is considered
synonymous with "local unit". From India, for example, it is reported that in
the future separate reports will be required from a single "establishment" for
each of a list of "scheduled” industrial activities. Clearly the "establishment”
used in India in the past has wmost probably been the local unit. The United
States statistical authorities also state that only rarely would the complex

of industrial activities in a single location require that the local unit be
divided into two or more establishments. Instructions for the censuses of
business, manufactures and wmineral industries specify the rather stringent
conditions under which the local unit is split as follows:

"There a single physical location encompasses two or more distinct
and separate activities for which different industrial classification
codes seem applicable, such activities should be treated as separate
establishments and classified in separate industries, provided 1t 1s
determined that: (1) such activities are not ordinarily associated
with one another at common physical locations; (2) no one industry
description in the United States Standard Industrial Classification
includes such combined activities; (3) the employment in each such
economic activity is significant (usually 100 or more employees in
mining or manufacturiag activity, and fifty or more employees in
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activities other than these): (4) reports can be prepared on the number

of eamployees, their wages and salaries, and other establishment-type data."”
It is apparent that, operating under specifications such as these, an attempd
to gplit the local unit would be made only where the secondary activities of
the unit are particularly important and the record keeping practices of the
unit make possible the split.
58. In the Federal Republic of Germany, as in the Netherlands, the local unit
has long been used - particularly in the gepneral economic censuses. In Germany
an extension of the local unit concept (ESE£EEE) is also used for the monthly
industrial survey. The "Betrieb"” (a local unit except that all suxiliary units
whether or not separately located azxe included) is, however, reguested to
provide certain items of data separazely for each of iils lines of activities.
59. The kind-of-activity unit probably started 1life asg an approximation to the
establishment concept. The success of the unit has, bowever, been marked in a
number of countries and explicit use of the kind of activity unit has grown
enormously. In the Netherlaunds, the kind of activity unitéé/ is now being used
as a supplementary statistical unit to the enterprise in annual inguiries into
ewployment and certain inputs and ocutputs of the pulp and paper industry, and
the textile and wearing apparvel indvstries. TIn addition an approximation to
the establishment concept is waintained for the gquarterly reporting of employment
data and the local unit, technical unit and enterprise will figure in the
regular decennial econcmic censuses. The United Kingdom, too, in the 1957 Censvs
of Distribution and Other Services, obtained all data (except employment znd
salaries which were gathered Ffor the establishment) on a kind-of-sctivity basis
for multi-unit retail enterprises with more than ten outlets. Further, it isg
reported from the United Kingdom that a broad kiad-of-activity uait is to be the
basis for future annual reporhing of industrial activity. Under the new system,
the enterprise will report separately for each of thirty-cne activivies 1f more

than one of these figure in its range of activities. Agsin, however, 1t is

21/ Defined as the sum of technical units.
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expected that establishment reporting will be maintained for infrequent
benchmark industrial inguiries. In the vpast, the United States, while accepting
the kind-of-activity unit in special casges, specified no general conditions ifor
its use - treating 1t rather as an acceptable deviation from the establishment
when necessary. Recent studies in the United States indicate, however;, that
wholesaling enterprises are orvganized and maintaln many of their accounts along
kind-of-activity lines - i.e., the enterprises tend to be daparimentalized
according to the kind of commodities handled. And the kind-of-sccoivity is now
useld for the reguiar monthly wholesale trade inquiries. Other studies in the
United States suggest that ipn that country 1t way often be possible to use the
activity unit for the collection of virtually the entire range of real and
financial iltems of data. The United States statistical authorities emphasize,
however, that the importance of area and size analyses make 1t imperative, even
in cases where the kind-of-activity unit 1s extensively used, to collect certain
items of data - e.g., employment and sales - on an establishment basis.
60. The Dominion Bureau of Statistics, in commenting on scme aspects or Tthe
gvatistical unat question, emphasized the desirability of getting cousistenc
inition of the establishment among the various economic surveys. Thus,
epployment data are often collected in survevs Thav ave separate Yrom surveys
into indastrial production, and both are independent of capital 1nvestment
urveys, etc. In Canadas 1t hag been found that although two surveyes were

presumably based on the establichment, the boundaries of the =stablichment were

drawn differently in each cage. Relating the dsta from The separate surveys was,
thevetore, difficult. Tn part this situstzon exists because of the different

ilovels within the enterprise at which different ivtems of data are summarized.
provlem, the Buresau has embarked oo a Two vear programme designed
to egtablish & standard directory of egtablighments for use in all economic
surveys. For this purpose the derinition of the "establishment” will be tailored

to the record

[£2]

of the individual enterprise., That ig, each multi-unit enterpr

will be carved up into the most narrowly deflianed statistical unite for which th=
Enlal}

] T ral 7 4 it
full range of establishaent-type data—' can be reported. It 1e¢ expected thea

22/ In genersl

ra those items of data listed as appropriate To an establishment-
Type urit

2
in Annex 1.

1
/a@&
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that in any survey in which an item of establishment-type data is sought, it
will be sought from the standard establishment. OFf course, certain of the i1tems
of data may be available for sub-units of the standard establishment, and where
this is the case, and the iltem in question 1s required for a more narrowly
defined unit, it can be collected for that sub-unit, but always in conjunction
with a total for the whole of the standard establishment. TFollowing this systenm
all establishment-based surveys will be relatable in an unambiguous manner.

6l. Frcm Czechoslovakia it is reported that although the enterprise is the basic
statistical unit and always provides the channel through which econcmic data are
collected, a number of important items of data are regularly collected for
sub-units of the enterprise. In the monthly industrial survey, for example,

the following kinds of data are collected for the local unit: employment, wages
and salaries, time worked (including man-hours, lost and overtime), labour
turnover, production costs, quantity of output and its value at constant pricess
Records are also avallable within the enterprise that provide data for each
separate kind-of-activity engaged in by the enterprise -~ e.g., data on labour,
production, fixed assets and several financial 1tems. Conszistent and uniform
reporting at these various levels of the enterprise 1s, of course, facilitated
by the standardization of record keeping and accounting systems.

62. In Sweden the most commonly used sub-division of the enterprise has been
the establishment. Often, however, the single location restriction has been
relaxed to allow combined reporting of units that fall within the swmallest area
for which data are to be publisghed. For annual industrial inquiries,
egtablishment data have been supplemented by employment data on a technical unit
basis although it is reported that difficulties are encountered because of the
number of persons simultaneously engaged 1n geveral such units. For current
ingquiries on production, consumption and stocks, The kind-of-activity unit has
been introduced in order to facilitate and speed up reporting and processing
procedures.

63, In Finland both the establishment and the kind-of-activity unit are commonly
used ~ the establishment most extensively 1n industrial inguiries and wholesale
trade, the kind-of-activity unit in retail trade, TFurther, in the 1953 general

economic census these two units were used in conjunction with the enterprise and

/eaa
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whenever the enterprise chose to report on a kind-of-activity basis, supplementary
data = e.g., employment, wages and salaries, sales - were separately requested

for each establiishment included within the kind-of~gctivity unit.

. Summary

6h. An analysis of the reports {rcm the rnaticnal stetistical cffices indicate

a strong preference for the establishauent (local unit) in most benchmark
inguiries. This preference 1s, however, frequently wwdified by the circumstances
of particuiar industries - for ewample, 1ln construction, transport and
communication, which by their nature have no fixed location, the kind-of-asctivity
unit is often used., The general prefe:ence for the establishment in benchmark

3

conomic inguirzes stems, of course, from the desire to have a unit to which a

*

T

meaningful size measure can be arplied and to have economic data relating to
usefully narrow kind of activity classes and to well defined; small geographic
areas, Ffurther, since mary countries of the world rely on field enumeration for

the infrequent benchmark surveys, the establishment (-r the lrca™ vrut) is cfven

o s

an eminently practical cholce, siuce this 1s perforce the reporting as well as
the statistical unit. h

6%, For anaval and carreant economic inguirles there is little or no emphasis on
gnalysis of data by size of unit, and considerably less emphasis than for
penchrerk ingulries on regilonal analysis - except for employment and related data
and, possibly, sales, Oa the oiber hand there ils sppreciably more interest in
gpeed c? reporiiug and heace s much inereased dnterest in fitting the reporting
scheme to the convenlence of the respondents. Awmong those countries where an
atteuwpt has been made to gear economic inguiries to the convenience of the
regpondents, 1t appesrs that in many ceses summary records at the kind-of-activity
unit level provide the greatest range of data related to the "real" activities

°

of the enterprise. This has been particularly true in wholesale and retail trade
and services, and to a wore lamined evitent true for certaln industrial
enterprises., The items of data chat have often been wore easily reported on a
kind-of-gotivity tasls are those relating to + pts inventories and capital

expenditures, Ip addition, some counbries noted that for the kind-of-activity

e

4+
G

[

unit s freguently possible to ccllect certain financial data.

e

s @
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66. It is clear from the comments received that a number of countries are moving
rapidly toward the use of all the establishment-type units. Further, the choice
of the specific unit used is based increasingly on the record keeping practices
of prospective respondents. However, record keeping practices of business,
according to the national statistical offices' response to a request for
information on this point, have been subjected to little systematic investigation.
In & number of countries 1t is cowmon practice to approach respondents before
embarking on a new or revised survey, to ascertain thelr ability or willingness
to provide the required data at an appropriate level, but in few cases have
enterprise records been investigated to find at what level or levels of the
organizztion each item of a broad range of data might conveniently be provided.
The progrzmme of the Canadian statistical bureau implies that such an !
investigation will be undertaken and in the United States record keeping practices
with respect to a few items of data have been systematically surveyed on a2 limited
sample basis. And in the Netherlands, an industry by industry investigation of
records is being carried out as their new system of annual industrial surveys

is introduced. But in general many gaps exist, particularly av the international
level, in the knowledge of national accounting and record keeping practices.

67. To the extent that accountiung practices vary fvom enterprise 1o enterprisge
and Trow country to country, reliance on the availability of vecords for the
definition of statistical units could create problems of consistency or
homogeneity in classification groups to which these statistical units are assigneds
As mucn for dogestvic economic analysis as for international cowparisons, it is

offten essential Lo know The homogeneity of industrial classifications. That is,

o

.t 1s of interest Lo know two facts about a set of data assigned to a particular
industrial activity group - (i) to what extent do the activities of the units
clagsified to the group include those not properly belonging there; and (1i) do
the units included in a particular classification heading account for all or a
large share of the activities in question or do other units, carryving oo these
activities ag a secondary occupation, account for a significant proportion of
these activities? The Ixpert Grouvp of the Conference of Furopean Statisticlans

algo called attention to this problem and suggested that countries should consider

/q.-za
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publishing such measures of homogeneityegé/ Hungary, Poland, the United Kingdom
and the United States do already publish these measures for their industrial
clasgifications - Hungary and Pcoland for the enterprise, the United Kingdom and
the United States for the establishment classification. In addivion the United
States computes similar howmogenelty measures for their enterprise

classification.

e

3/ See Conf.Bur.Svats.81, 17 April 1958,
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V. THE RELATTONSHIP BETWEEN THE STATISTICAL UNIT AND THE ITEMS
OF DATA TO BE COLLECTED

68. The foregoing discussion has emphasized the function of the statistical
unit in reaching certain desired statistical objectives and the role played
by the record keeping practices of the business enterprise in determining the
kind of statistical unit that can be successfully employed for an economic
inquiry. In the present section specific items of data are presented together
with The reasons, or conditions under which, records might be expected to exist
at the level of the various statistical units already described.
69, It 1s well to bear in mind that the problems discussed here are, in a
sense, rather limited. For the typical enterprise that carries out its business
at a single location and engages in & narrow range of activities, no problem
of splitting the enberprise exists. Buch enterprises - numerically speaking -
constitute the vast majority of the business community in every country. As
pointed out earlier, nowever, the multi-location, muliti-activilty enterprises
are often very important in terwms of the magnitude of theiry operatioasgﬂ/ -
though there 1s, even here, & tendency to specialize activities at particular
locatvions.
T0. In view of the econowlc importance of the multl-unit enterprises and thelr
relatively small numbers, & devailed investigation of their record keeping
practices would seem to he both practicable and highly desirable. Certalnly a
kaowledge of these practices woulid greatly facilitate the design of & realistic
systvem of ecunomic inguiries. In addition, if these studies were carsied out in
2 aumber of countries, 1t would aid materially in drawing up realistic
international reccommendations regarding the choice of appropriate statistical

units for the ceollection of specific itews of economic data.

2k/ In this coanexion it may be interesting to note that tabulations from the
1954 Censuses of Business, Manufactures and Mineral Industries in the
United Stetes reveal that of the 2,783,977 companies (enterprises} included
in the census only 68,133 (i.e., 2 per cent) were considered multi-unit.
These multi-unit companles, however, ewmployed approximately 52 per cent of
the 29.5 million persons employed by all companies within the scope of the
census. BSee Company Gtatistics, 195hk, Censuses of Business, Manufactures
and Mineral Industries; Bulletin CS<1, United States Department of Commerce,
Bureau of the Census, Uashington, D.C.

Joos
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A, Items of Data Appropriate to the Establishment-type Units

fi. The items of data suggested as appropriate to the establishment-type unit
are employment; man~hours; wages and salaries; labour turnover; capacity of
power equipment; expenditures for fixed assets; inventories; sales,—=~ 5/ shipments

25/

materials, the cost of industrial services (repair, maintenance, etc,) and

and production; purchases,—~ goods received and consumption of goods and

transposrt and communication supplied by others and the cost of sub-contract
work let ouu926/ The names given here to the items of data are most appropriate
to Industrial units, bub equivalent items are appropriate to units engaged in
the distributive trades, services and cther activities. These items, it will
be noted, all relate more or less directly to the "real" activities of the
enterprise - to the process of production, distribution, etc.

72. The subsidiary statistical units chosen for an enterprise for which the
e g items of daba are o be collected, should meet two conditiong:

(i) in order to be able to relate establishment and enterprise based dete as
well as to obtein complefe coverage of the enterprise’s activities, the
aggregation, where appropriate, of each iltem of data over all the subsidiary
gtatistical units should be equal to that which would be reported for th

enterprise as a whole and {ii) for each subsidisry sbatistical unit, summary

3

ecords must be available which provide the items of data required. The first
reguirement - that of covering the whole of the enterprise's activities - can
be solved by making provision to ensure that the activities of esach element

of the enterprise are included in one or another of the statistical units
delineated. This can oiten be accomplished by treabing central administrative
offices; warehouses and other ancillaries serving more than one subsidiaxry
unit of the enterprise as Independent statistical units as suggested earliier
The gecond condition can only be met with certainby through a knowldedge of the

record keeping practices of the enterprise. Vhere an invegtigation of the

record systems of reszpondents indicaltes thal the records vary with respect to

25/ Ygales and purchases of a subsidiary establishment' are understood Ho mean
mmf - q ’
“sales to or purchases from other enterprises’s

26/ A list of these items of deta will be found in the Annex I.

/@519
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the kind of unit for which different items can be provided, sither the list of

g

items must oe truncated to it a narrovly defined sbatistical unit or the
definition must be broadened to the point where the whole list of ibtems can he
uniformly related to the same kind cof unit. In view cf the fact that the
relationship between the variouvs itewms of establishment-=type data are of
considerable interegt, the second alternative has advauntages. IFf, then, in

o o

certaln areas of industry, this more breadly defined statistical unit encowmpasses

too heterogeneous a grouvping of activities, a restricted nuvuber of items of dats

way be obtained on the basis of a sub-unit more restrictively defined. The

items of data and the kind of sub-unit to which they wight be related

in particular cases can, of course, be ascertained from an investigation of ©
available records.
75. Almost of & necessity, records regarding employvment, and other labour data

and wages and salaries are maintained on a local uvnlt level ~ except, of course,

o

in the highly mobile industries such as construction, bransport, etc. To collect
these data on an establishment basis, however, may sometimes reguire the splitting
of a local unit along kind of activity lives. Here there may be a problem of
allocating to each kind of activity the personnel engaged in ancillary
activities - administrative and technical personnel, versons engaged in
waintenance, ancillary power plants, etc. In the majority of cases, however,

- N

since 1t 1s cnly varely that 1t i1s necessary to split the local unit, 1little

difficulty nhas been encounteved in obrtaining labour data on an establishment
rasis, Wibth resvect Ho the obher items of establishmenu-itype data, as alvready
noted, experience has varied congliderably from countyy to countyry and fron one

Th. Freguently. difficulties are veported in the valuaticn of certain of these

-

irems of data (eugsj iaveunbories, shipments and production, goods

recelved and
consumniion, current expenditures on fixed essets) when attempts are made to
col.echt them Tor sub-diviswonz of the enterprise. To the extent thav shipments
of rroducts and vecelpts of goods and wmaverials involve Transactions of the
subsidiary establishment with obther enterprises, the valuation preoblem is no
diffarent than for & single wunit enterprise. Freguently, however, the subsidiary

vnit obtains its wmaterisls and ships ite products to other units of the enverprise

/r,aﬁ
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27/

some countries use of the kind-of=activity unit has eased some of these valuation

and no market value attaches to these transactions.— In some cages and in
problems

5. In addition to preseriting the same kind of valuation problems as shipments
and deliveries, the valuation of production and consumption involves ascertaining
the price or valus appropriate to the time at which production or consumption
takes place. Tn geneval, this value can only be approximated and the degree of
approximation is independent of the statistical unit chosen.

76. When dealing with statistical units that are sub=-divisions of an enterprise,
the problem of incomplete coverage of the enterprise's total activities has been
most acute in terms of the reporting of expenditure for or value of physical
assets and inventories. The problem occurs when assets such as trucks or other
mobile equipment are shared between two or more units or wore than one unit
draws upon a common stock of materials. The suggested treatment of ancillary
units serving more than one unit of an epterprise as independent stabistical
units frequently provides & solution to this problem. Similariy complet

coverage of the sales and purchases of an enterprise can be assured by treating
the central sales or purchasing organization of the enterprise as a separate

statistical uwnite.

B. Ttems of Data Appropriate to the Interprise

77 Most of the items of data appropriate to the establishment or other sub=-
divisions of the enterprise are also appropriate Lo the enterpris in Hthe sense
that such data could be summarized at that level. In many cases, hovever,
reporting details on labour, production, wages and salaries at the enterprise
level would prove to be burdenscme to the respondenbs - particularvly if the
enterprise has been broadly defined. In addition, as already mentioned, the
establishment-type items of dalta are considerably wore meaningful when collected
on & basis that allows Tov the maximum possible distinction between kwind of

activity and location.

27/ See footnote 12/ above.
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78. A list of *the itews of data specifically appropriaie to the eunterprise is

s .

included in Annex I to this paper. These itewms relate prawavrily to activities

associated with the functioning of the enterprise as a whole. One of the mosh

e

important areas covered by these data is net income and ite distribubion.
Related to these, of course, are the costs and receipts of the enterprise. A
number of the sources of costs and recelpts are alsc included in the list of
itens appropriate to sub-units of the enterprise. Howsver, certain cosbs -
advertising, business services, interest; elc. - are often not allocated among
constituent units of the enterprise. SHiwmilarly, there way be elewments of the
total gross income bhat arise out of purely financial transactions and these,
in general, would not be allocated To the sub-units. Financial data of the

-

kind found in & balance sheet are also lncluded in the list of enterprise

2

statistics « indeblbednesg, net worth capitalization, etc., all of which are
meauningful chiefly at the eoberprise level. It should be noted, however, that

financial data svch as these found in balance sheets or profit and loss statements

s

and generel overhead costs will often be allocated among the legal entities or

even the kinds of activity units (e.ge., divisions waking up the enterprise). If

e

s 50, 1t would, of course, be desirable to take advantage of the

L

i
possibility of classifying the data bto categories more homogeneous with respect
. .

£ dndustrial activity than is possiol& vhen the wmore troadly defined

/

7%. Another area covered by the 1ist of snlterprise statistics relates to
managenent intentions = intended i stment in fixed assets and planned changes
in inventory holdings, Tor example. These data are of ilncreasing ipterest to

economie anglyshts and considerable effort is golng into a refinement of survey

<t
D

echniques to make tnese statistics reflect future actions wmove accurately.
These data, as in Tthe case of many of the items of Ifinancial and over-all cosh

data, mey also be available Tor kind-of-activity sub.divisions of the enterprise.

yaibka es these data velalting bo the legal entity are not
56 usefulw gue PaYSs. Hl- 3% abuve.

/Q:!Q
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C. ITtems of Data Appropriate for Collection from Both the Enterprise and Its
Sub~-Divisions

80. The Expert Group of the Conference of European Statisticians suggested that
in major econouwic inquiries at least the main items of data should ve tabulated on
the basls both of the enterprise and of one or wmore sub-units of the enterprise,gg/
and the desirability of such tabulations is further emphasized in the following
section. Normally, of course, such tabulations would be made on the basis of
sub=-units of the enterprise that were actually used as statistical or tabulation
units for the various economic surveys conducted. These tabulations would provide
both a description of the inbernal structure of enterprises and benchmark data
which could be the base for subsequent surveys employing a varietvy of statistical
units. And, as svggested earlier, they could be used for inter-relating sets of
data collected Tor different units and for snalysis of the activiiy composition of
the enterprise.

81. 1In most countries it is only at infreguent intervals that economic inguiries
of sufficiently broad coverage are conducted in which it would be profitable to
collect the same data on the basis both of the enterprise and one or more sub-
units of the enterprise. And in brosd, general economic inquiries, 1t 1s the
ugual practice to gather a very limited range of information. These
consilderations, plus the fact that relatively few items of data are readily
collected in a consistent fashion at both the enterprise and sub-unit level, make
1t spparent that very few items of data {(e.g., sales, employment ) should be
collected on more than one basis. These iltems would provide a useful control
over the coverage of all the enterprise’s activities as well as permit the
statistical delineation of the structuvre of the enterprise. As noted above,
however, items of data, gathered only for svb-divisions of the enterprise, are
often usefully aggregated to an enberprise total. Therefore, in the list; set
out in Armex I, of items of data appropriate to both The enterprise and its
sub=divisions, ibtems are included that pey be more conveniently collected at the
sub=division level - items useful as & medium of control and those useful in

delineating the statistical structure of the enterprise. In addition, the

29/ Conf.Tur.Stats./81, 17 April 1958.

/ae«
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reported experience in collecting certain items of daba in different countries
varies considerably - i.e., in some countries it seems perfectly possible to
collect the item in question for sub-divisions of the enterprise, while in other
countries collection is only possible at the enterprise level. Items of this
kind are value of inventories, capital expenditures, unfilled orders, rents,

and accounts payable and receivable; and, because of the lack of agreement on

the unit best suited to their colilies-tion, these items too are included in the

list of those appropriate to either the enterprise or its sub-divisions.
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VI, TECHNIQUES OF INTEGRATING ENTERPRISE AND ESTABLISHMENT-TYPE UNITS

Al Tontroduction

82. Section II of this psper was devobed in lavge part to a summary of the needs

=

For relating enﬁerprise and estaplishment-type data. And throughout the paper
mention has beep made of the lmportavce of defining sub-divisions of the
epterprise so that these sub-divisgiong cover all the activities of the enterprise
and do nct overlap. In this section certaln techniques of collecting information
on the structure of enterprises sre examined and the usefulness of these
technigues for control purposes is indicated., Also considered sre some methods
of tabulating inguiry results to bring out the sbructure of the mulbi-unit

enterprises and to interrvelete data for entexvrise and esteblishmernt-type units.

B. The Consolidated Regigter

%. The Working Group on Indugtrial Statistics of the Confersnce of FBuropean
Stabisticisns express2d the view that basic to delipeating the relationship
betwaen various sbabistical units employed in economic inguiries was the
compilation of & register identifying the multi-unit enterprises and providing
certaln information both for the enterprize itself and Ffor each sub-division of
the enterprise normelly ubilized as a sbatistical unit = e.g., the separate

legal entities included within the enterprise (where appropriate), and the

fdo

egtablishments and/or kind-of-activity units of which it is compczed. For each
of these units this information might include: identifying information (trade
name, legal name, address, ebtc.), employment, industry ond geographic codes, and
an indication of the velationship between the members of the enterprise family.
Ok. Many countries already have at least partial registers of economic units.

-

Often, however, these registers have been complled independently for each survey
programme, That is, one register would be compiled for establishments engaged in
industrial activities, another for establishments engsged in wholesale and retail
trade, etc. Separvabe compilation of suberprise registers and registers of
establishmentwtype units have been particularly common. In a number of cases,
ndependent registers for separabe surveys covering the same economic asres would

e

in fact delineate the ghbatisbical units differently even though these units were
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e 20, . , . .
called vy the same neme.~  Becauge of the overlapping of independent registers,

the common lack of a consistent application of even the same gtatistical unit
definition, and the omission of many sconcmic units from all registers prepared
for statistical use, compilation of a conselidated register of the kind described
in the previous paragraph must often be undertaken afresh. In some cases, of
course; Tlles and records develcoped for administrative use can provide all or most

of the informmtion aeeded For such a register, tul in many countries the
recessary informetion nust bz gathered frow the enterprises directly.

85. Since the enberprise itself can, and often does, gpan two or more major
o

jal)

3

tvisiong of ecopmomic activity, a general ecopomic census vrogramue could be an
excellent chanrpel Yor osbtainiog the Jdava needed for consbructing a general regisber

of econcmic units showlog the atructure of the sconomy aod the intevnal ghruchure
of the enterprise. A pumber of counbries alrveady iunclude an infreguent general
economic census ln thelr survey system, but few to date hsve ubtilized this census
to describe the structure of U

86. Because the usual general economic cepsus covers even the very small economic
units and coe of its oriumciral aims ig the production of small area data, it is

often conducted as s field inguiry sud the establishuwent or local unit is the

O

ic sbatistical unat. Io crder to eincit the informebi

jod
vy
m

n neaeded to identify
asgociations of these basic units into enverprises few questions ars yeguired, and
these can alsc provide a very effective control on the coversge of mulbil-unit

he arked of the egtablishwent or local wnit
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approached tye or more units, a separate gquestioanaire

might be prepared in which three additional gquestions are asked of the owner:

(i} What are the nemes and addresses of all uvnits owned or operated by this

P

ompany { firm, corporstion, ebc.)? And, if it is desired %o trace the lines of
enterprise beyond the legal entity stage: (41} Tz this company (firm, corporabion,
ete.) owned (or controlled) by ancther? And, if ‘ves": Whah is the name and

address of the owning {or controlliing) compsuny? And. | iii§ Does this company

e K S e o o
20/ See, for example, the description of Canadiar experience ir psra. H0 above,

Es E)

/
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(firm, corporation, etc.) own (or control) snother? And, if “ves": UWhat are the
names and addresses of the companies owned (or controlled)? If, in addition to
these idenbifying guestions, the head office of an enterpriss 1g asked to zrepozrt

its votal employment and the employuent of each of i1ts subsgidiary companies si

o,

establishments (or local units), the basic informstion is then available for the
compilation of & consolidated register. Further, the data reported by the head
office can be used vo assure that all subgidiary units report properlyuéi/
867. Barlier it was noted thabt s consolidagted register could in scme countries be
complled firom existing administrative records. In Fraoce a register of
egtablishments - both commercisl and induscrisl - already exists. This register
is compiled by the Institub National de 1s Stabistigue et des Tbtudes Becopnomigue
(INSEE} on the basis of the records in the Ministry of ¥Finance and the Social
Security Service. While each establishument regisvered carrvies the idemtificabion
and sddress of its parent entervprise and an indication of wvhether or oot the

2 L

parent 1s a mulbi-unit enterprise, the egbablishments belonging to multi-unit

snterpriaes have never been collgted directly with the parent enterprise. INIEE
is now eangeged, however, ir compiling, Ffrom the basic establisbment register, s
register of muiti-ualt enterprises.

53, It should perhars be re-emphasized that in all counvries the number of

(’f)

uiti-unilt entesprises iz relatively swall., Already noted was the fact that on

2 per =zent of the enterprises covered in the i95h ensuses of busiress,
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And frow ke Philippines it is reported that of the 2,071 large (20 employees and

E

over) esbabliistmente engaged in menofacturing, 140 are owned by forty-seven
1 3
4

3L/ A varistion of toie technique 1s used in the United States for the
guinguenrnial censguses of buainessﬁ menufactures and mioeral incustries. For
thesge censuses - vhoch are conducted by mall - a pre-canvass of the

es ig undertaken and = listing of subsgidiary

enterpriges i firms and
emtablishn@nts} together with employment daba for each, is reguested. These
forms ked pro ide ope basic control mechapism for the mein census. A
glmiley 1is g oy the eanterprise lg also requested at censuz Lime as well as
certain fi

financial dava for the enterprise as a whole.

7

/ﬂﬂ%

ad States were cousidered multi-unit

« The disproportionate iuwportance of these forty-seven
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enterprises, however, is indicated by the fact that in 1957 they produced

32 per cent of the value added in manufacturing.

89. It should be noted that use of the technique of identifying the ownership of
establishument-type uvnits and control checking through the enterprise need not be
confined to a general econcmic census. It is eqgually valuable as a contrel device
Tor special inquiries into industrial, distribution or other kinds of activity.
Further, contact with the enbterprise makes possible the collection of cerbain
peripheral information that is otherwige difficult to get - expenditure or new
plant not yet in operation, for example.

90, A number of countries have indicated thab plans are in process for the
establishment of a consolidated register of economic units. The Canadian
programme of unifying the estsblishment defiuition for all surveys has already
been mentioned. As an additional part of that programme a regigter of the
standard establishments is to be set up, including an identification of the
parent enterprise. In the United States a speclal annusl survey of several
thousand large enterprises is being considered in order to keep the register
resulting from the census up to dave. Thisg survey is desgiguned to obtain
information on organizational structure - i.e.; parent compsauy, subsidiaries,
divisions, establishments and other sbtatistical sub-units. Alsc sowe key
financial and employment date are to be gathered ab the enferprise level. In
addition a summary of mevrgers, acquisiticns, disposals, and other changes in
corporate structure is te be requested ag well as changes in the locabion of

industrial activities of individusl establishments.

O, Interrelating the Enterprise and Bstabliskwent-Type Units

9l. In addition to its usefulness as ap operational conbrol, identificabion of
ownership groups umakes possible the tabulation of diverse econowic data in a
co=ordinated fashion. Meny of the advantages of and the needs for tabulations
that permit the direct iater-relating of these dats are presented in Section IT of
this paper. In this section some of the technigues useful in producing those
tabulations are described and exawples of tabulations that might be prepared are

indicated.

/?69
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92. In order to undertake tabulations that show, simultaneously, items of data
according to characteristics of the establishment-type unit to which thege data
relate ag well as by characteristics of the enterprise owning that unit, each item
of data must be identified by the appropriate characteristics of the sub-unit

from which it comes and by the characteristic or characteristics of the owning
enterprise that are of interest. Here the discussion ceutres on twe
characteristics = (i) the main kind of activity of the establishment-type unit and
of the enterprise,zgf and (ii) whether or not the enterprise includes two or more
establishment~type units., That is, if punch=card equipment is being used, each
caxrd carryving an item of date - say number of persons engaged - rvelsbing to an
establishment, must also carry (i) the industry code of the establishment, (1i) the
industry code of the enterprise (which may be the same as or different from the
former), and {iii) a code indicating whether or not the parent enterprise owns or
operates other establishments.

93. Tabulations that show the relationship between enterprises and their
sub-units can, of course, be made in a number of ways and the form in which the
results of such tabulabions are presented can likewise vary considerably.
Essentially, however, thesge tabulations produce & matrix in which sn item of dsata
based on an establishment-~type unit is distributed in one direction by the
industrial classification appropriate to that uanlt and in the other direction by
the industrial classification appropriate to the enterprise of which the
egbablighnent-type unit is & parv. A4 disgram of such a watrix, in which
employment ls assumed $0 be the item of interest, is set out below. For simplicity
it lg assumed that establishments and entevorises are classified to
kind-of=activity at the same level of detail. In fact, it might often be
advantageous to emply a more detailed classification for the establishment-type
uplt. Further, of course, a number of items of dabta other than employment might
appropriately be distributed in this form - value added (or gross margins, sales,

revenues, etc,, depending on the industry), shipments, wages and salaries, capital

32/ See Section VIT below for discussion of the classification of enterprises
by kind-of-activity.

/
Jeos
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expenditures, number of egtablishment-type unitséz/ (with number of enterprises
indicated at the margin), etc. would all be useful.

L. The presentation of data for establishment-type units in matrix form provides
g congiderable amount of information concerning the structure of the economy and
of the business enterprises within that economy. Four ratiocs that may be useful ag
objective measures of certain structural characteristics are defined below ag well
as in conjunction with the diagram.

95. The degree of industrial specialization of all enterprises is & measure of the

exbent to which, in each enterprise industry cabtegory, the enterprise includes
only establishments clagsified t¢ the same industry category. The degree of
industrial specilalization of multi-unlt enverprises provides an equivalent weasure
leaving out of account the single unit enterprises. Together these ratios

s 3

indicate the mixture of activities outside the scope of the clagsificabtion group

s

encompagsed by enterprises whose main activities place them in that group. Like

o
the analogous wmeasure ol specialization suggested for establishment-type unitsgiﬁ/
this ratio provides a test of the industrial classification system for enterprises.

96. The coverage ratio is designed to measure the extent to which enterprises

classified to a particular industry heading include all establishments (or
establishment~type units) classified to Hhav same industry heading. A low ratio
here indicates either thalb the enterprise industry category is too narrowly defined
or that a large portion of the activity in question is carried on as a secondary
occupation by multi-unit enterprises.

97. The fourth ratio defined; the relative importance of mulbi-unit enterprises,

a

indicates the extent to which s particular kind of activity is carrisd on by
establishments belonging to multi-unlt enterprises. It is, therefore, one nmessure

gy
of the concentreation of ownership within perticular industxi%saéé/

33/ The interpretation of this number would be quite different, of course,
depending on whether the unit is the establishwent, the local unit or the
kind=of=activity unit.

3/ See para. 67 above.

55/ In Annex IT a pumerical illustrabion of these ratios is presented.
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98. A matrix of the kind shown above can also be profitably used in the allocation
of certain enterprise-based data to more narrowly defined kind-of-activity sectors.
It may, for example, be required to distribute "contribution to gross domestic
product” computed for enterprises classified to a particular industry. If the
enterprises in question are engaged entirely in the kinds of activity in which the
computation of value added is available on an establishment or kind-of-activity
basis, these data can serve very well for the distribution required. In some
cases, however, - e.g., where the enterprises span manufacturing and wholesale
trade and value added is not computed for the latter - it may be necessary 1o
distribute the contribution to gross domestic product in two stages - first to
wholesale trade and manufacturing, perhaps on the basis of wages and salaries, and
then within manufacturing on the basis of the distribution of value added and within
vholesale trade on the basis of wages and salaries or sales.

99. Some data frequently collected at the enterprise level cannot be directly
allocated to kind-of-activity sectors.éé/ New orders, intended changes in
inventories and planned expenditures for fixed assebs are items of this kind. Even
though these items themselves are not directly allocable to kind-of-activity
sectors, their significance for the various sectors can be better assessed if

other related data - e.g., shipments and inventories - have been tabulated in a
form that defines the kind-of-activity structure of the enterprises classified to

each industry category.

36/ See also para. 12 above.
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VII. CLASSIFICATION OF THE ENTERFRISE BY KIND-OF-ACTIVITY

100. Reports from the varicus countries indicate that several criteria are used
for assigning a "main kind-of-activity" classification to the enterprise. The
most widely used criterion is employment - i.e., the activity of the enterprise
employing the greatest number of persons is designated the main activity for
purposes of classification. In addition, however, sales (or turnover), wages

and salaries, and value added have been used, and often combinations of these
1tems. In France, for example, commercial enterprises are classified on the
basis of turnover, while employment data determine the classification of industrial
enterprigses. In the United States, classification takes place in two stageséz/ -
(1) kind-of-activity in which wages and salaries are greatest determines the
major division (mining, manufacturing, wholesale trade, retail trade, selected
service trades, or public warehouses) within which the enterprise falls, and

(ii) below the division level, value added is the criterion for determining
kind-of~activity within the mining and manufacturing divisions, and wages and
salaries in all other divisions.

101. The majority of the comments received from the national statistical offices
indicate that less study has been devoted to the problem of devising a useful
industrial classification for enterprises than has been given the question of
classification systems for establishment-type units. Further, it is apparent
that the differences in the organization and range of activities of enterprises
among countries are more marked for enterprises than for establishment-type units,
but whether these differences are too great for the construction of a useful,
internationally comparable classification system remains to be investigated. A
useful tocl for such an investigation would be a matrix presentation similar to
that described in the previous section, of certain key items of data. Available
for many countries these matrices would provide an objective measure of the
similarity between countries in the activity composition of enterprises. In
addition, of course, a matrix of this kind is extremely useful in the construction

of an appropriate national industrial classification system for enterprises.

éI/ For the 1954 censuses of business, manufactures and mineral industries.
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102. While it is not possible to set out any absclute criteria for the
establishment of industrial classification groups for enterprises, there would
probably be general agreement on the following points® (1) The industrial
classification system used for establishment-type units should be directly
convertible to the enterprise classification system by the simple comoination

of the detailed headings of the former. (ii) A neading should not be so

narrowly defined that a large percentage of the activities of enterprises classified
to that heading fall ocutside 1ts scope {1ae=, the degree of industrial

specialization should be fairly high). Within these two restrictions two

b

approaches have been adopted - (1) collapsing of the detailed headings of the
usual classification system used for establishament-type units toa 5 or 2 digit
level, and, (11) the addition of special headings that combine these same detailed
neadings, sometimes across sub-group, group, or even division lines, Lo take

care of integrated enterprises. The first approach has in the past beea the most
common. At present, however, several countries are working on enterprise
clagsification systems of the second type. The resson for tals is apparent.

In certain industries, & high degree of vertical integration 1& coumcn - 1n WY
cases an integration that brings within a single enterprise all stages from
production of raw materials through the marketing of fTinished products. IT such
enterprises are common i1n a particular industry, 1t would be impossible to svay
within a two digit group - or even in some cases & 1L digit division -~ of an
establishment~type classification system and achieve an acceptable level of
industrial specialization for enterprises cliassified to that industry.

10%3. The petroleum industry is an example of ¢ne in which the enterprise commonly
covers extraction, processing and marketing. In recognition of this 1t may be
desirable to raise an independent heading for integrated petroleum enverprises

in addition to the headings appropriate for the more specialized eunterprises

that are unequivocally assignable to either the extraction, the refining or the
marketing of petroleum and its products. Other exampies of activaties freguently
combined within integrated enterprises are iron mining witn steel makiang, coal
mining with coking, and many kinds of manufacturing with wholesale {and sometimes
retail) trade.

10L4. Creation of additvional headings in an enterprise classification to vake care

of integrated enterprises means that there i1s no equivalent heading in the
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establishaent-type classifiction from which the enterprise classification is
derived. In terms of the matrix tabulation described in the previous section
this means that no establishment-type unit 1s classified to an integrated hzading,
but rather to 1ts own main activity as defined by tne establishment-type
ijassification system used. In this way the integrated enberprises are 1dentified

C
for what they are and at the same time the matrix describes the raage and

magnitude of their separate activities.
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VIII. CONCLUSION

105. In view of the broad general interest evinced by the national statistical
authorities in the statistical unit and the part it plays in the matter of
collecting and compiling economic data as well as its relation to the questions
of international comparability and the construction of useful classification
systems, the Statistical Commission may wish to invite the Secretary-General to:
(1) TIssue a technical study based on the present document, revised in the
light of the Commissionts comments and extended to include more
detailed accounts of national programmes for the study of record-keeping
practices, Tor the joint tabulation of data by characteristics of
enterprise and establishment-type units and other information pertinent
to the statistical unit question, and
(1i) Undertake further consultation with the national statistical offices
and regional organizations with a view to promoting systematic
investigation of record-keeping practices, the compilation of
congsolidated registers of economic units, the joint tabulation of key
economic data by the characteristics of the enterprise and
establishment-type units as well as the evaluation of establishment-type
industrial classification schemes and the exploration of the nature

of possible enterprise-type classifications.
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ANNEX T

ITEMS OF DATA APFROPRIATE TO THE MAJOR TYPES OF STATISTICAL UNITS

Data Appropriate for Collection Primarily for the Establishment-Type Unit

Shipments (including shipments of individual goods )
Production (1ncluding production of individual goods)
Deliveries (including deliveries of individual goods)
Consumption (including consumption of individual goods)

Cost of industrial services

oN U1 o N

Cost of sub-contract work

Duties and indirect taxes

—~J

Employment

Labour turn-over

o

\O

[
@]

Man-~hours worked

s
'_.l

Wages and salaries
Appropriate for Collection Primarily for the Enterprise-Type Unit

Intended capital expenditures

Planned changes in inventories

o
s “ s 9]
cr
©

New orders

Cost of business services such as advertising
Rent received

Royalties paid and received

Interest paid and received

Dividends received

°

°

O @ ~] O M1 W o+

Capital gains and losses

[}
O

Distribution of income
8. Direct taxes
b. Dividends paid

C. Undistributed income
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11. Financial assetbs

a. Cash

b Investments
T Loans
d. Ofther fTinancisl sasssets

.
o

Intagible assels

LA. Financial liabilities - loans and other indebtedness

[

L. Net worth

-t
I

a. Paid-in caprtal

b. Earned surplus

@]
=
S
ot
bt

a Appropriate for Collectlon for Either, or Both, the Establishment-Type
Tnyt and the Enterprise-Type Unit

i. Droploymeatb

2. Value of 1onventories

5. Value of and expenditures oa fixed asgsebs
ales {1ncluding sales of individual goods or services)

S
. Purchases {(ancludaing purchases of iadividual goods or services)

9. Accounts receivable

f oo
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2.

From the data given above, the following few points might be noted:

(i)

(i1)

(1ii)

Metal mining - Enterprises whose main activity is metal mining are

fairly well specialized in that activity (only 13.5% of their
employment is in establishments not classified to metal mining). It
appears, however, that about 52 per cent of all persons employed in
metal mining are employed by enterprises that have metal mining as

a secondary activity (i.ea, a coverage ratio of U48.2 per cent). This
means that if it is desired to examine metal mining activities, one
would not be too troubled by the mixture of activities within metal
mining enterprises, but if metal mining enterprises were to be the only
units of observation, the greater portion of metal mining activities
would be left out of consideration altogether.

Retall Grocery Stores - Here it is apparent that the enterprises in the

retail grocery business are highly specialized; further, that the retail
grocery business is not lmportant as a secondary occupation of multi-
unit enterprises. Therefore, the collection of enterprises classified
to the retail grocery business would present a relatively clear
kind-of-activity profile and provide virtually complete coverage of

this kind of activity.

In both metal mining and the retail grocery business 1t is apparent

that the establishments belonging to multi-unit enterprises are much
larger than those operated by single unit concerns - i.e., only

26.5 per cent of all establishments engaged in metal mining belong to
multi-unit enterprises, but these employ 88.2 per cent of all persons
engaged in metal mining establishments and, similarly, in the retail
grocery business only 9.9 per cent of the establishments employ

5L4.2 per cent of the persons engaged. In this connexion, it would,

of course, be advantageous to have additional tabulations showing the
distribution of employment (and other items of data) by size of
establishment and by size of enterprise. Such tabulations are presented

in the publication cited in footnote 1.



