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Chapter 1

Introduction

Chapter 1
Introduction

1.1 Context

1.1 In considering national and international
economic policy actions, statistical data are an important
input for analysts, researchers and politicians. Also the
general public are interested in the status and
development of the economy as they are part of the
economic system being consumers, entrepreneurs,
employers or employees. Therefore, the production of
high-quality official economic statistics is an important
task of national statistics offices (NSOs). Business and
economic statistics cover a broad area of statistics
ranging from economic censuses and other structural
information to production statistics, foreign trade and
foreign affiliates statistics, R&D and innovation statistics,
as well as business cycle indicators, production indices,
price indexes and various other types of statistical
domains. Also the production of national accounts data
for analysis from a macro-economic point of view is part
of the economic statistical system of a country.

12 The demand for economic statistics is growing
in all countries as well as at international level. To a large
extent this is the result of the fact that economies have
become more complex, with increasing division of labour
both at national and at global level. To remain relevant
and to meet user needs, economic statistics should,
therefore, cover new areas and should provide more
detailed information about activities and variables. There
is also a general need to improve timeliness, coherence
and reliability at both national and international level.

13 While business statistics should achieve these
new and enlarged goals, it should do so in an efficient
way and with a response burden as low as possible. This
means efforts must be made to modernise the
production processes, to use administrative data to
reduce survey burden, to redesign survey systems, to
harmonize surveys and variables, to comprehensively link
administrative data and survey sources, and to cooperate
more closely with administrative authorities on a
continuous basis to improve the quality of the statistical
business register (SBR). Better consistency between the
various statistical areas at national and international level
has also become a much more important goal than it was
in the past, when the economic development was less
effected by international dependencies, and the
globalisation of production and markets was at a lower
level.

14 In all these developments of business statistics
the SBR plays a key role. Therefore, the challenges of
current and future business statistics are at the same time

also challenges for the SBR. The SBR delivers the basic
information for conducting economic surveys by
providing the populations of statistical units and their
characteristics. Further, the SBR provides links to
administrative units and registers, thus enabling the use
of administrative data for statistical purposes. It also
provides unique identifiers enabling linkages at the
micro-level across statistical domains as needed.

1.5 High quality business statistics depend on high
quality SBR. A high quality SBR fulfils the user needs in an
optimal way, and is based on international concepts,
definitions and classifications. Thus, it serves as the basis
for international harmonisation of economic statistics in
terms of coverage, statistical units and frame
methodology. The main users of SBR information are
survey staff in the NSOs. These staff use the SBR as the
source of input for survey design and survey operations.
As SBR and survey staff are in the same organisation,
close cooperation and exchange on user needs should be
easily possible. The basic roles that SBR plays for the
production of business statistics has a significant effect
on the national accounts, which needs high quality and
consistent business statistics to achieve its goals.
Therefore, the SBR plays an important role in the
implementation of the international national accounts
concepts and methods (SNA 2008).

1.2What is an SBR?

1.6 An SBR is a regularly updated, structured
database of economic wunits in a territorial areaq,
maintained by an NSO, and used for statistical purposes.
In this definition the terms have the following meanings.

Structured database

1.7 This is a complex property. An SBR is a
structured (electronic, relational) database, where defined
characteristics are stored for each economic unit. In
circumstances where there is more than one kind of
economic unit (which is normally the case) the
relationships between these units are also included. For
example, for each local unit there is a link to the
enterprise to which this unit belongs; for each legal unit
there is a link to which enterprise it is associated.
Economic units are assigned unique numerical identifiers
so that they are easily identified and to make sure that no
units are included twice.

Economic units

1.8 Economic units comprise legal/administrative
units and statistical units. Legal/administrative units are
units registered in administrative registers, such as
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taxation registers, social security register, company
register, register of the chamber of commerce, etc,
including also non-market units such as government
departments and non-profit institutions.
Legal/administrative units serve as the basis for
delineation of statistical units, by which they are
represented for statistical purposes. Examples of
statistical units are the enterprise, the local unit and the
establishment. In most cases a legal/administrative unit
corresponds to a statistical unit. However, in specific
cases, a legal unit might not correspond to a statistical
unit. Therefore, in an SBR database these two types of
units are recorded as two separate but related types of
entities. This sort of approach applies to all types of units.
For instance, enterprises and their local units are recorded
as separate types of entities. Even in the case where an
enterprise has only a single local unit (which is the most
common situation) two units are to be recorded in the
SBR: an enterprise unit and a local unit.

Regularly updated

1.9 An SBR that was not regularly updated would
soon lose its value as ongoing changes in the numbers
and structure of the economic units were not
incorporated in the database. Such changes include: new
economic units being created and others being closed;
economic units being merged or changing legal form,
location or activity; units having higher or lower turnover
over time or engaging more or less employees than in the
past period. Thus, also the stratification variables used for
the delineation of survey frames may change over time.

1.10 The frequency of SBR updating depends on data
availability, including the availability of administrative
data. If data for SBR updating are only available on an
annual basis, the use of the SBR for monthly or quarterly
surveys is hampered. Some administrative data are made
available on a monthly or quarterly basis, others only on
an annual basis, and some data may be available early
after the reference period, others may be available only
later. A further issue is the time lag between an actual
business event and the date when it is recorded in the
administrative or other data base. SBR updating is usually
a continuous process in order to minimise time lags in
processing data. In cases where the SBR is derived
primary from survey or economic census data, the SBR
should be updated as data are collected, even if there is
a considerable time lag between the data collection and
the availability of the final data.

Territorial area

1.11 An SBR is established to cover all business units
that are resident in a specific territorial area. The territorial
area is normally the territory of a country. Therefore, an
affiliate of a resident enterprise in a foreign country would
not be recorded in the SBR of the country of the
enterprise. This affiliate would also not be covered in the
administrative sources and therefore information for
updating would not be available. However, information

on foreign affiliates might be collected by a specific
statistical survey.

1.12 The backbone role of the SBR is not easily
achievable if a separate SBR is established and
maintained for each region of a country. This would lead
to various practical and conceptual problems. For
example, an enterprise could be active in different
regions. In order to avoid such problems it is highly
recommended that there should be only one SBR in a
country covering all units resident in that country. If
regional SBRs exist they must be coordinated at national
level.

1.13 The restriction to the national territory has the
consequence that multinational enterprise groups are not
covered in their entirety, only the national parts of them.
The coverage of multinationals would need a supra-
national SBR with appropriate cross-country cooperation
between the NSOs.

Maintained by an NSO

1.14 Administrative registers are maintained by
administrative authorities for purposes of public
administration and programmes. Their coverage,
characteristics, methods of updating, etc. are designed to
serve administrative purposes. An administrative business
register might not cover all units but only selected ones,
for example those with a particular legal form (e.g.
companies), or those with a particular type of economic
activity (e.g. farms), or those in a certain region. An SBR
has to fulfil the requirements for economic statistics. The
coverage requirements are often quite different and more
comprehensive than for administrative registers. Thus an
SBR has to be established and maintained by an NSO, in
fulfilling its task of producing official statistics.

Statistical purposes

1.15 An SBR is established in order to provide the
frame population for economic surveys, and for other
statistical purposes. The requirements for an SBR can
therefore be quite different from the requirements of an
administrative register. Even if the SBR is based on
information from administrative registers, the concepts,
characteristics, methods of maintenance, etc., of the SBR
need to be based on statistical concepts, preferably on
internationally recommended ones. There is also one
other important feature in addition to the different nature
of administrative and statistical business registers. The
SBR is only to be used for statistical purposes. It may not
be used for other purposes, especially for administrative
purposes. The reason for this is the confidentiality of
individual data collected by NSOs. Data on individual
natural persons or businesses collected by NSOs for
statistical compilation are to be strictly confidential and
used exclusively for statistical purposes.

1.16 In satisfying the requirements implicit in the
above definition, an SBR is a complex system both in
terms of structure and in terms of technical
implementation. It might seem that a quite simple
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system, such as a list of businesses with the appropriate
variables, could serve to provide sets of units for survey
frames for collection of data. This would be the case when
only one type of unit, for example enterprise or
establishment, was of interest, and there were very few
surveys. However, even then such a list would have to
contain many variables, including name, address, legal
form, economic activity and other classification codes,
and its handling and updating would be a difficult task.
Where there are several types of units and many surveys
to consider, a simple list is impractical, a database is
needed.

1.17 A general principle is that a data update to the
SBR should be time stamped to know, first, the date the
change has been made, and, second, the date when the
change becomes effective. For instance, a merger of two
enterprises might have taken place (be effective from) 1
January 2020, but the appropriate changes to the SBR
might be made at a later date, say 1 June 2020, when the
information becomes available for the SBR updating
purposes.

1.18 A second principle is that SBR data should never
be physically deleted. For example:

e An enterprise that has ceased activity will not be
deleted; rather the activity status of the enterprise will
be set to inactive.

e A change of the location of an enterprise will be
recorded in such a way that the old address is marked
as no longer valid and the new address is introduced
with an effective starting date.

1.19 In addition, for every variable the previous
values should be stored, either in separate historical IT
files, indicating the name of the variable, its previous
value, source, and effective dates, or by other IT tools.

1.20 To manage these sorts of requirements a well-
structured relational database is needed. They cannot be
managed as a list.

1.21 As for any other statistical product, quality of the
SBR is of extreme importance, particularly as the SBR is
not an end in itself, but an input to all the economic
statistical products based on it. The quality of an SBR can
be measured by the same criteria that are used for
measuring the quality of statistical data: relevance,
accuracy, punctuality, accessibility, comparability and
coherence. More specifically this means: that the
information provided to the users corresponds to their
needs; that the economic units covered are in accordance
with the defined target population; that the data are as
timely as possible: that the coverage of economic units
and their characteristics are as complete and accurate as
possible: that the data are comparable over the activities,
regions and internationally as a result of using the same
concepts, methods and definitions: and that the SBR is
coherent with other statistical datasets, where relevant.

1.3Use of an SBR

1.22 An important purpose of the SBR is to provide
sets of units referred to as frames to surveys. A survey
frame is a list of units together with the characteristics of
these units required in conducting the survey. By
providing frames for all relevant surveys from a central
source, the SBR is also acting as a coordinating
instrument. As the SBR units and their characteristics are
updated on a continuous basis, survey frames derived
from the SBR can be similarly updated. Updating centrally
in the SBR is also much more efficient than if updates of
survey frames were done by the different survey areas
themselves. Thus, a single SBR is a good solution not only
for harmonised statistics but also for cost efficiency.

1.23 Moreover, the SBR can do more than simply
provide frames. It can also be used to combine data from
different sources to improve coverage. It can provide a
mechanism for identifying units and avoiding double
counting, it can facilitate central storage of metadata and
it can coordinate various data streams. All of these help
optimize the quality of statistical processes before direct
data collection has even begun.

1.24 Variations in the coverage, content and quality
of SBRs across countries make comparison of economic
statistics more difficult. Therefore the coverage and
content of SBRs should be harmonised as much as
possible and international concepts and definitions
should be used to the maximum extent possible.
Economic statistics describe economic production
processes and financial transactions in various statistical
domains. Whilst each domain has its own specific
peculiarities, the data collected should be comparable
across domains. This is only possible if the populations
for the various domains are derived and used in a similar
and coordinated way during the course of statistical
processing.

1.25 Using administrative data more extensively for
statistical purposes is an important strategic goal for
NSOs in their efforts to keep up with ever growing
demands for economic data by governments,
international bodies and researchers, in particular data for
microeconomic analysis of small areas, and for specific
sectors of activity aggregates. Whilst administrative data
may not include precisely the information that the
statistician would like to collect and disseminate, they
have the virtue of providing more (possibly nearly
complete) coverage of a target population, whereas
sample surveys cover only a relatively small proportion.
The use of administrative data may therefore decrease, or
eliminate, sampling errors, significantly reduce or remove
non-response, and may provide more accurate and
detailed estimates for various sub-populations. Thus, to
reduce both the costs of data collection and response
burden, administrative data sources should be further
integrated into the statistical processes used in collecting
and compiling economic statistics. The starting point is
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using administrative data in the creation of statistical
units in the SBR.

1.26 There can surely be challenges in some cases
that limit a national statistical office’s ability to access
useful administrative data. Nonetheless, in implementing
an SBR, a profile of the various administrative processes
to which businesses are subject through the various
stages of their life cycle should be produced. This includes
processes for registration, licensing, hiring (or releasing)
employees, paying business taxes (e.g. payroll taxes,
corporate taxes, personal business taxes, import duties,
etc) and formally terminating business activities. Having
identified these various processes, the feasibility of
accessing the administrative data records that
correspond to them should then be assessed, most likely
by initiating discussions with the various government
departments or institutions that administer them. Such
consultations might include, for example, tax offices,
chambers of commerce, employer registration offices,
etc.

1.27 Due to the general importance of administrative
data for the maintenance of the SBR, it is crucial that
NSOs have access to such data bases. However, there
might be obstacles for such access due to legal issues as
well as technical and organizational issues. Legal
obstacles can be addressed by a review and revision of
the statistical laws or other relevant laws. Technical and
organisational issues hampering NSOs access to

administrative databases can be addressed by
establishing good cooperation between the NSO and the
administrative bodies. Such a cooperation should be laid
down in a Memorandum of Understanding.

1.28 New data sources should be evaluated carefully
before considering them to supplement or enhance the
SBR. They should only be considered as an input to the
SBR if they meet the important criteria delineated in
section 1.2. That is, the source is regularly updated, it
meets the SBR definitions of economic units, and it has
the quality needed for statistical purposes.

1.29 Use of administrative data also increases the
range of tasks that can be achieved by an SBR. It becomes
not only a database providing frames for survey purposes
but also a powerful database that can be used for the
direct production of statistics. Furthermore, links to
administrative data and registers facilitates the use of
administrative data for supplementing or replacing data
collected by survey. For countries with a large informal
sector, SBR improvement surveys (see section 1.6 for a
definition) and economic censuses will still be necessary
to capture information on establishments operating
outside the formal sector. In such cases, the use of
administrative data could reduce the frequency and
scope of SBR improvement surveys and economic
censuses.

Box 1.1: Increased use of administrative data: example of Colombia

In business surveys, the use of administrative registers as a complement to statistical surveys has increased. For
example, information from the migratory flows provided by “Migracion Colombia” is used in the statistics of imports
and exports of services, and it is also an input to calculate the item of trips in the Quarterly Survey of Foreign Trade in
Services. Additionally, in the freight service import item of this information, the administrative registers of imports
supplied by the Customs of the country are used as source of information. For its part, to supplement the fuel
information directory of the service stations that is obligatory in the Annual Trade Survey, information from the
Information System of the Distribution Chain of Liquid Derived Petroleum Fuels — of the Ministry of Mines and Energy
is used, which integrates the agents of the chain at a national level into a single information system and through which
the commercialization, distribution, transportation and storage of liquid fuels derived from petroleum, fuel alcohol and
biodiesel is organized, controlled and systematized.

The use of administrative registers becomes one of the most useful tools for the generation of statistics. However, the
use that has been made of them does not include some aspects of quality, management and mechanisms for validation
and consistency of information. The document Hotel Registration Card, inter-institutional work experience, to generate
tourism statistics in Colombia from an administrative register”, reveals the optimal use that can be given to
administrative registers. It also shows how inter-institutional support can achieve accurate collection instruments,
shared management in an easy and secure way in order to generate timely, quality and lower cost information.
Therefore, it will yield more accurate statistics for decision making.

1.30 Some conceptual harmonisation is needed to
make the data useable for the SBR not only in case of
administrative data, but also when linking and using

statistical data sources for the update of the SBR, such as
an economic census or households survey. Box 1.2 below
illustrates this in the case of household surveys.



Chapter 1 Introduction

Box 1.2 Issues of linking household and business data

For meaningful linkages between household statistics and business statistics, the SBR needs to standardize and
harmonize the interpretation of the different types of statistical units. The structural differences between business
statistics (quantitative) variables and household statistics (qualitative) variables need to be fully investigated.

A coordinated population register is crucial for the integration of business and household statistics.

In South Africa, for example, the current SBR is a structured database of VAT and IT registered enterprises. This database
provides a foundation for creating sampling frames, providing a population of statistical units at fixed point in time,
providing a frame for each economic survey. Business information contained in the SBR is updated from the South

African Revenue Service (SARS).
Survey of Employers and the Self-employed (SESE) and the Quarterly Labor Force Survey (QLFS) covers aspects
related to the informal sector.

Currently there are no linkages between SBR and household surveys.

1.31 New developments in the production of
economic statistics will extend the role and use of the
SBR. Globalisation, increase in the use of administrative
data, industrialisation, and upcoming new data sources

(for example big data, Internet) are some of the
developments that have to be taken into account when
looking at the future use of the SBR.

Box 1.3 Some recent examples of the use of internet and big data

A practical example of a co-joint work between institutions to develop a new statistical output from the use of new

data sources can be found in the paper Measuring the internet economy in the Netherlands: a big data analysis1
Statistics Netherlands, Google and Data provider combine administrative registers with big data to get a general
overview of the use of the internet economy by the Dutch enterprises. Albeit several challenges, , the use of this kind
of information can bring new types of statistics, more granular indicators, reduce response burden and can lead

improving the timeliness and accuracy of the statistics developed by the NSOs?. In this sense, Daas, Puts, Buelens, &

van den Hurk say that “Big Data can become an useful and reliable data source for the field of official statistics”,

although there are still some challenges and issues that must be addressed by the NSOs.

In addition, an example of the use of new informatics tools to obtain new products is the use of the Web scrapping as
the UN project to develop a Gobal Enterprise Group Register of the largest global multinational enterprises from
information publicly available and the OECD project “Measuring the MNEs using Smart Data: the OECD Analytical
Database on Individual Multinationals and their Affiliates (ADIMA)".

132 Within an NSO, the SBR should be the single, additional challenges to fulfil its coordinating role to

central place where statistical units are derived and
maintained for economic statistics. In this way the
economic behaviour of various populations of enterprises
can be compared over space and in time. The SBR's
coordinating role is even stronger when statisticians
gathering or compiling statistics refer to, and use, the
units provided by the SBR without further modification.
However, this requires their satisfaction with the quality
of the data provided by the SBR and hence with the
administrative sources on which these data are based.

1.33 In many countries also other institutions, such as
government agencies or the central bank, compile official
business statistics. In such cases the NSO SBR faces

ensure consistent official statistics. If legally possible the
SBR of the NSO should serve as the central register and
other institutions needing register data for their surveys
should have access to the NSO SBR. As minimum, some
kind of register cooperation should be aimed at as
maintaining different SBRs is not only costly, it would also
result in different survey frames and thus to non-
harmonized business statistics.

1.34 The demand for better, quicker and more
detailed business statistics, and the need of policy makers
for more comparable international economic data, is
likely to force many NSOs to extend the roles of their
SBRs and create a multipurpose system which supports

! Oostrom, L. et al, Measuring the internet economy in the Netherlands: a big data analysis, CBS Discussion Paper, No.

14 (Statistics Netherlands, 2016).

2 MacFeely, S., Big Data and Official Statistics. (IGl Global, 2018).

3 Daas, P. et al., Big Data as a Source for Official Statistics, Journal of Official Statistics, vol. 31, No. 2 (2015), p. 255.
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statisticians in improving the efficiency of their processes
and quality of their outputs.

1.4 Aims of the SBR Guidelines

1.35 The main objectives of the Guidelines, as mentioned
in the Background and acknowledgements, were to:

a) Provide practical guidance on core issues of
establishing and maintaining the SBR.

b) Clarify typology, concepts and definitions, including
for statistical units.

¢) Provide guidance on the use of administrative and
other sources for the establishment and updating of
the SBR.

d) Provide guidance on how to use the SBR in its own
right for production of statistics and how information
from the SBR can be combined with information
from other statistical registers, administrative
sources or surveys to produce new statistics.

e) Provide guidance on the role of SBRs in the
modernisation of statistical production and services.

f) Include issues that are of particular relevance for
developing countries.

1.36 The Guidelines are based on the UNECE
Guidelines for Statistical Business Registers (UNECE 2015)
taking into account the needs of countries with less-
developed statistical systems by incorporating practical
guidance and country cases applicable to a broad range
of statistical systems. Although the recommendations in
these Guidelines may be viewed as aspirational in some
countries, they should be implemented according to
national circumstances and they should guide the
continuous process of improvement of the SBR.

137 The Guidelines are targeted at SBR
management, SBR staff members, the staff of business
statistics, and the staff dealing with respondent relations
and with administrative authorities that deliver data to
the SBR. They may also be useful for training purposes.

138 These guidelines are not sufficiently detailed
and comprehensive to cover all the SBR issues, concepts,
definitions and methods that are important in every
country. They do not and could not take fully into account
all the various national institutional structures and
concerns. Like any other international manual, the
Guidelines can only provide guidance in the form of a
broad range of concepts and explanations that need to
be interpreted within each particular national context,
which is invariably different from country to country.

1.39 The main conceptual framework on which the
Guidelines are based is the 2008 System of National
Accounts (2008 SNA) and the European version (ESA). The
2008 SNA is the overarching framework for integrated
economic statistics and therefore the natural reference
for the concepts and definitions of the relevant terms of
the SBR. International classification manuals, in particular
the International Standard Industrial Classification of All
Economic Activities (ISIC) Revision 4, are also referenced.

1.40 A variety of other international guidance
manuals that deal with specific phenomena or domains
should also be mentioned. They include manuals on the
use of administrative data, on the informal sector, on
business demography, on foreign affiliates statistics, on
environmental-economic accounting, and on integrated
economic statistics, which also addresses the key role of
the SBR. Other relevant international manuals are
currently under preparation, such as the guidelines on
measurement of global production.

1.41 All these international manuals and various
other documents, papers and reports were consulted and
utilized in developing and drafting of these guidelines.
However, there are two international guidelines which
directly focus on the SBR: the Business Registers
Recommendations Manual of Eurostat (latest version
2010) and the Guidelines for Building Statistical Business
Registers in Africa (African Development Bank 2012).
These two manuals have been extensively used as it was
a principle in developing the Guidelines that already
existing material should be used whenever feasible and
appropriate.

142 As already stated, international manuals and
guidelines can provide concepts and definitions needed
for harmonized statistics, and thus help developing the
national implementation. However, exchange of
experience between countries and bilateral co-operations
are also recommended. There are two main international
fora for exchange and discussion of national experience,
country practices and international developments in the
area of SBR. One is the Wiesbaden Group on Business
Registers - a city group under the auspices of the United
Nations Statistical Commission, which organizes biennial
meetings and the second is the biennial, joint UNECE,
Eurostat, and OECD Expert Group Meeting on Business
Registers, which takes place in years where there is no
Wiesbaden Group meeting.

1.43 One of the core goals of the update of the
guidelines was to focus on the problems and issues of
countries with less developed statistical systems.
Therefore, additional issues and country examples have
been added which illustrate the specific situation and how
countries deal with and overcome these issues.
Nevertheless, the situation in each country is different
and a single solution is not feasible. Therefore, the overall
recommendation is that each country draft a strategy for
the creation and development of their SBR in line with the
principles outlined in this guide.

144 One of the core problems in developing
countries is the availability of data sources for the update
and maintenance of the SBRs. It is therefore
recommended that countries establish a strategy for the
development and access of data sources. In box 1.4 the
main elements of such a strategy are outlined.
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Box 1.4 Recommendations for a strategy on data sources

In countries where there is a lack of solid administrative registers, it is necessary to take advantage of different sources
for constructing and updating the SBR; for example, to use information provided by several surveys, censuses, and
available registers about specific sectors (e.g. data provided by some chambers) with the aim to combine these sources
and integrate at least a list of establishments, enterprises and enterprise groups into the SBR.

In this regard, it is recommended for developing countries to define a clear strategy with the necessary steps in order
to make optimal decisions for updating the SBR using all the available information. For this purpose, NSOs should be
aware of the following elements:

- Take advantage of all the information collected by the NSOs through activities that imply field operations with the
purpose to ensure the identification, location as well as the characteristics of businesses.

- Identifying public and private sources of administrative registers that contain data on businesses.

- Selecting an economic activity or group of establishments/enterprises for which the update is easier, practical and
maintains the reception of robust and periodic information, regardless its origin as outcomes of field operations or
administrative sources .

- Using a unique identifier. One of the most relevant challenges is the linkage among different sources, so it is necessary
ensuring that the linked information refers to the same economic unit by assigning a unique identifier to facilitate its
follow-up in the SBR.

- Using the tax register as a benchmark in order to determine the coverage of the SBR and the advantages that it could
bring in terms of the above bullet point..

The NSOs should define a long-term plan for strengthening the use of administrative registers in the updating of the
SBR; for this purpose, the following actions are recommended:

- Examining the regulatory framework for the production of economic statistics in the country, in order to ensure the
sharing the administrative registers held by government agencies and private organizations.

- Preparing interinstitutional agreements that facilitate information exchange for statistical purposes.

- Assessing and improving the quality of administrative registers to contribute to strengthening the information in the
SBR.

- Promoting the use of a unique identifier for each business in the different sources.

1.50verview of the Guidelines 147 Chapter 2 also describes additional new roles
that have emerged in the last years and show the

usefulness of SBR databases. The most important is the
production of statistics directly based on the SBR.
Examples are economic censuses and business
demography statistics. In some countries individual data
on enterprises can be made public and thus support
directory/lists  of  businesses or  georeferenced
information systems. Due to the globalization,
international comparability of statistical data has become
more important. A key enabler would therefore be the
exchange of micro-data between countries through the
SBR, which would allow a significant increase in quality of
global statistics. A related SBR role is the integration of

1.45 The Guidelines are structured into 12 chapters
and 5 annexes. Each chapter can be read separately,
according to the interests and needs of the reader. Cross-
references are provided. In the following paragraphs a
short description of the topics and contents of each
chapter and of the annexes are provided.

1.46 Chapter 2 on the roles of the SBR provides an
overview of the various roles that SBR play in the context
of the production of business statistics. In total eight
different roles are distinguished and described. The first
role is the central role, namely the maintenance of a set
of statistical units by providing a gateway between data

from various input sources (mainly administrative
sources) and statistical units. This results in continuous
updating of the content of a live register. The second role
is to provide register snapshots and frozen frames, from
which survey frames are derived. These roles are the most
central and important ones and focus on the support
function of the SBR for business surveys. An additional
role is direct support for the surveys by survey
registration,  monitoring  survey response and
measurement and control of response burden.

the SBR in the production process of economic statistics.

148 Chapter 3 describes coverage of an SBR,
examining the concept from the perspective of various
institutional unit types and sectors of the economy as
defined in the 2008 System of National Accounts (2008
SNA). It notes that, in principle, the SBR should record all
units in the national economy that contribute to Gross
Domestic Product (GDP) but that, in practice, this is not
be achievable due to various constraints, which are
described. The chapter deals with the relevant concepts,
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such as market and non-market producers, observed and
non-observed economy, informal sector and illegal
activities. It provides recommendations for a minimum
coverage of an SBR.

1.49 Chapter 4 and Chapter 5 deal with the concepts
and characteristics of statistical units. While Chapter 4
introduces the various statistical units and their
delineation, Chapter 5 provides information on their
characteristics, which should be recorded in the SBR. The
main statistical units discussed in Chapter 4 are the
enterprise group, the enterprise, the establishment, the
kind-of-activity unit and the local unit. The chapter also
deals with various forms of legal and administrative units
that are the main building blocks for delineation of the
statistical units. The chapter provides also some guidance
on specific kinds of units, such as holding companies and
other special purpose entities, as well as on units for
specific economic sectors, such as agriculture and
government.

1.50 Annex A and Annex B are connected with
Chapter 5. Annex A lists and explains in detail the
characteristics of the legal/administrative units and the
various statistical units. Annex B introduces the
international activity classification ISIC Rev. 4, and the
SNA classification of institutional sectors, which are the
two most important statistical classifications used in the
SBR.

1.51 Chapter 6 deals with the data sources for the
establishment and maintenance of the SBR. It considers
not only the various administrative data sources, which
are the main sources of input information, but also all
other sources. The chapter describes the general
methods, procedures and issues in relation to the data
sources, especially the co-operation with the
administrative authorities. It gives advice on the use of
administrative data and the problems that may occur
when administrative data are used for statistical
purposes. The chapter also gives an introduction to the
record linkage methods that are used when the linking of
individual units in the various data sources is not
supported by common identifiers. Methods based on
other data such as name and address have to be applied
to identify the same units in the different sources so to
correctly link them.

1.52 Related to Chapter 6 is Annex D3, which contains
an excerpt of the administrative data source evaluation
check list, developed by Statistics Netherlands.

1.53 The concepts of the update and maintenance of
the SBR are the subject of Chapter 7. It provides the
fundamentals and basic considerations for the
establishment of a maintenance strategy that is based on
the needs of the users, especially survey staff. The chapter
deals with the recording of demographic events, such as
enterprise births, the handling of the changes in the
characteristics, the continuity rules and, last but not least,
the treatment of errors. Annex E3 provides some

examples on the methodology and country practice of
profiling.

1.54 Chapter 8 covers survey frame methodology.
Starting from the Generic Statistical Business Process
Model (GSBPM), the specific roles of the SBR are
described in relation to the survey requirements. The
various population concepts lead to the discussion of
frame design. The chapter deals with the effects of over-
coverage and under-coverage errors and their correction,
as well as other kinds of frame errors.

1.55 The emerging role of producing statistics
directly based on the SBR is discussed in Chapter 9. As
previously noted, the SBR may itself now also have a
dissemination role, whereas in the past only survey results
were published. The full coverage and good timeliness of
SBR data are used to produce census type statistics and
business demography statistics. Dissemination also
requires consideration of confidentiality rules, which
certainly differ between the countries. The provision of
micro-data certainly needs a specific legal basis. In some
countries it is possible to provide micro-data to
researchers or even to publish individual business
information. In most countries it is not. Annex ET gives
an overview of the Italian register-based census as an
example for statistics directly based on SBR.

1.56 Chapter 10 discusses SBR quality. As already
mentioned, SBR quality is a crucial issue as it has a major
impact on the quality of business statistics, especially in
terms of completeness of coverage and accuracy of the
characteristics (such as economic activity code) used for
survey frames and sampling. Beginning with the
definition of quality and the explanation of the quality
dimensions related to the SBR, the chapter deals with the
methods of quality assessment. It proposes quality
indicators and provides the basic elements of a quality
improvement policy. Annex D1 describes the Italian SBR
quality indicators and Annex D2 the Colombian
experience in implementing quality processes.

1.57 Chapter 11 on key considerations in establishing
an SBR is of particular interest for countries where an SBR
is being developed or under review. It deals with three
related areas: planning, governance and organisational
and IT considerations. It covers the various aspects that
need to be taken into account in the process of
establishing an SBR (including long term scoping and
modular approach). It deals with the legislative
framework, funding and human resources, and it
discusses and provides guidance on IT topics such as
system architecture, database management,
programming and software tools. A particular case of SBR
architecture from Statistics Canada is described in Annex
C3. Annex E2 illustrates the calculation of a check digit for
an identification number.

1.58 The last Chapter 12 lists and briefly describes
topics for further work and research as recommended by
the Task Force. These topics were identified during the
course of development of the Guidelines and are
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prompted by the need to deal with emerging issues that
will pose major challenges in the future. As developing
new methods and good practices is resource demanding,
experience should be shared among countries and
common development projects should be encouraged.
The topics identified include the concepts and delineation
of statistical units, the use of administrative data sources,
the exploration of new data sources, the challenges of
economic globalisation, the role of SBR as the backbone
for economic statistics and the role of SBR in the
modernisation of statistical production and services.

1.59 Annex C presents examples of SBRs in Denmark,
Costa Rica, Canada, Georgia, Malaysia, and Indonesia.

1.60 The List of abbreviations and acronyms provides
an overview of the most commonly used abbreviations
and acronyms in the Guidelines. The Glossary presents a
list of the key terms used in the Guidelines with brief
definitions and explanations. Material referred to is listed
in the References.

1.6 Terminology
Introductory remark

1.61 As in guidelines of any sort, it is vital that
everyone is on the same page as regards the meanings of
the key terms used. The aim of the following paragraphs
is to ensure all key terms are identified and defined, and
that there is minimum use of other terms that are
synonyms but could be interpreted as having slightly
different meanings. In the case of synonyms only one
term is used throughout the Guidelines, other term(s)
being referenced the first time the selected term is used
in the text. In the cases where the terms are not
synonyms, the intended distinctions between them are
made clear the first time they are used.

1.62 The definitions in the document and
summarised below are based on terminology defined in
2008 SNA and ISIC Rev. 4, supplemented where necessary
by terms from the Guidelines for Building Statistical
Business Registers in Africa developed by the African
Development Bank. Additional information is provided in
the Glossary.

1.63 The terms business, company, establishment,
enterprise, unit, statistical unit, respondent, economic unit,
economic organization, economic operator, economic
producer, legal entity, legal unit, local unit, legal local unit
tend to be used with different meanings in the literature.
In the Guidelines they have the following specific
meanings.

e Unit — a single distinct part or object, as generally
understood in the English language, needing further
qualification to have a more precise meaning.

e  Entity — a synonym for unit.

e Legalunit-aunitthatis recognized by law or society,
independently of the persons or institutions that own
it. The characteristics of a legal unit are that it owns

goods or assets, it incurs liabilities and it enters into
contracts. A legal unit always forms, either by itself or
sometimes in combination with other legal units, the
legal basis for a statistical unit.

e Economic unit — a legal unit, or part of a legal unit,
with economic production as defined in 2008 SNA.

e Economic operator, economic producer, and economic
organisation are synonyms for economic unit, not
used except where they appear in a quotation.

e Administrative unit — a unit defined by a legal unit for
the purposes of conforming with an administrative
regulation, for example VAT.

e  Operational unit — a unit defined by a legal unit for
the purposes of organising itself, for example a
division, branch, workshop, warehouse, or outlet.

Standard statistical units

e  Statistical unit — a unit defined for statistical
purposes; the basic unit of observation within a
statistical survey; the unit for which information is
sought and for which statistics are ultimately
compiled. There are four types of statistical unit
defined in 2008 SNA and ISIC Rev. 4, as defined
immediately below. In addition, enterprises may be
grouped by legal and/or financial links into an
enterprise group.

e Enterprise — a legal unit (or the smallest set of legal
units) that produces goods or services and that has
autonomy with respect to financial and investment
decision-making. An enterprise may be a corporation
(or quasi-corporation), a non-profit institution, or an
unincorporated enterprise.  An unincorporated
enterprise is household or government unit in its
capacity as a producer of goods or services.

e  Establishment — an enterprise or part of an enterprise
that is situated in a single location and in which only
a single (non-ancillary) productive activity is carried
out or in which the principal productive activity
accounts for most of the value added.

e local kind-of-activity —unit - synonym for
establishment.

e  Kind-of-activity unit (KAU) — an enterprise or part of
an enterprise that engages in only one kind of
productive activity or in which the principal
productive activity accounts for most of the value
added.

e Local unit — an enterprise or a part of an enterprise
(for example, a workshop, factory, warehouse, office,
mine or depot) that engages in productive activity at
or from one location.

e Institutional unit — an economic entity that is capable,
in its own right, of owning assets, incurring liabilities
and engaging in economic activities and in
transaction with other entities. The term covers both
market as well as non-market units.
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Other types of units

e Business — (loosely used) as a type of enterprise,
namely a commercial enterprise or legal unit with
commercial economic activity.

e Corporation - legal unit created for the purpose of
producing goods or services for the market that may
be a source of profit or gain to its owner; collectively
owned by the shareholders who have the authority
to appoint directors responsible for its general
management.

e Company — synonym for corporation.

e  Firm — used to refer to a company, partnership or
unincorporated sole proprietorship.

e  Observation unit — a unit, about which data are
obtained during the course of a survey; usually a
statistical unit, or, if data cannot be obtained about a
target statistical unit, then some other unit about
which data can obtained and from which data for a
statistical unit can be compiled.

e Reporting unit — the unit from which data about an
observation unit are obtained during the course of a
survey. It may, or may not, be the same as the
observation unit. An example of it not being the
same is where an accounting business reports data
on behalf of a client business that is the actual
subject of the survey.

Data elements associated with SBRs

e Register - as generally understood in the English
language — database on items or events, often kept
by official whose job is to do so - needing further
qualification to have a precise meaning.

e Business register — database on businesses, or, more
generally of any administrative or statistical units,
kept for a commercial, administrative, or statistical
purpose, including relevant characteristics of the
business/units.

e  Statistical business register (SBR) — database on
statistical and other units kept by an NSO for
statistical purposes.

e Live register — the part of an SBR that is being
continually updated with new information about the
units and their characteristics.

e Register snapshot — a copy of the live register as of a
given point in time.

e Register picture — synonym of register snapshot.
e Frozen register - synonym of register snapshot.

e Frozen frame — register snapshot containing only
active statistical units.

e Common frame - synonym of frozen frame.

e Frame — set of statistical units, which forms the actual
population for a survey.

e  Frame population — synonym of frame.

e Historical register — capacity to view content of the
live register at points in time in the past; can be via a
set of consecutive register snapshots.

Miscellaneous other terms

1.64 The terms enterprise and economic statistics are
used in preference to the narrower terms business and
business statistics as an SBR may well include lists of
government units and non-profit organisations, which
are enterprises but not businesses, and which are the
subject of some surveys (for example employment) for
which frames are derived from the SBR.

1.65 The terms characteristic, variable, property, and
attribute as applied to units in the SBR are considered as
synonyms and the term characteristic is used in the
context of the SBR and survey frames. The term variable
is more appropriate in the case of surveys where sampling
is involved and there is thus the notion of variability due
the probability mechanism involved in selecting the
samples.

1.66 Any type of survey conducted by SBR staff
specifically to improve SBR quality is referred to as an SBR
improvement survey. Synonyms are quality improvement
survey, nature of business survey, control survey and SBR

survey, SBR coverage survey, and SBR quality
improvement survey.
1.67 As regards the organisations or persons using of

SBR outputs, the term user is used, rather than recipient,
receiver, or customer. Most SBR users are internal to the
national statistical institute, being the staff of surveys that
draw frames from the SBR.

1.68 In the context of surveys (including SBR
improvement surveys) the term response burden is used
in preference to synonyms such as respondent burden,
reporting burden and administrative burden.

Box 1.5 Country examples on the development strategies of their SBRs

The establishment of a comprehensive SBR is usually a longer-term process and needs to be organised in a step-
wise procedure. Main criteria for a development strategy are the given user demands, the available human and
technical resources and the data sources that are either available or need to be collected for the maintenance of
the SBR. (For more details see chapter 11 on the key considerations in establishing an SBR.)

10
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Countries with less developed statistical systems face often major problems for the establishment and
development of an SBR as some of the basic requirements for an SBR are lacking or partly lacking. Below find some
country examples which illustrate this situation and describes their strategy in the development of their SBR.

Colombia:

In Colombia, DANE has established the Strengthening Program of the Statistical Business Register, with the aim of
improving the quality of the statistics of public and private entities registers and increasing its use in the generation
of official statistics, in order to expand the statistical information provided to the country. The program has three
lines of work (diagnosis, design and anonymization of Administrative registers), each of them is documented in
terms of the activites to be developed and the tools designed for each case.
(http://www.dane.gov.co/index.php/sistema-estadistico-nacional-sen/registros-administrativos/programa-de-
fortalecimiento#1%C3%ADnea-2). On diagnostic line, the "methodology of the administrative register for statistical
use" (http://www.dane.gov.co/files/sen/registros-administrativos/Metodologia-de-Diagnostico.pdf) was designed
and disseminated. This document allows to know how much the administrative register can be exploited,
considering the minimum technical characteristics mentioned in the document.

Egypt:

In Egypt the main problem in building SBR is the fact that the statistical law is not fully in place: the tax authority
has some reservations to share their database with the Central Agency for Public Mobilization and Statistics of
Egypt (CAPMAS), as they feel that by sharing the data they will lose data confidentiality.

In addition, some other administrative data sources, like Social Security Authority, have low quality. Field test
showed that some of the establishments do not exist in the field and some of them closed or changed their activity.
CAPMAS holds a Memorandum of understanding with the Social Security Authority and obtained the database
which is updated every three months. This database contains several items:

establishment name, insurance number, address, economic activity, legal entity, the number of the employees who
have insurance, the commercial register number and the date of startup of activity.

In Egypt there is now an economic census which can provide the following information:

- business name of the establishment

- number of employees

- the main and secondary economic activity up to three secondary economic activities

- the address details, contact details

- the structure of the enterprise groups, like the address of the headquarters and its branches

- legal entity

- the regulatory laws of the establishments

- the value of the paid capital

- the value of the invested capital

- the exact date of establishing and the date of starting the activity

- the exact working months in the year

- the number of working employees and their salaries

- the value of the industrial production

All this information can be useful in building SBR together with the data from Social Security Authority.

State of Palestine:
Over the past four years, the focus was on creating the basic requirements for building and developing the SBR
starting with constructing the infrastructure which helps in the use of administrative registers as a basic source of
the SBR instead of censuses, even if the coverage included only the large and medium enterprises as a first stage.
The procedure is the following:
e Studying and describing the contents of the administrative registers which are responsible for licensing
according to the law in terms of coverage / comprehensiveness and information / variables and quality.
e Setting the minimum required variables with the administrative partners to ensure the unification of the
common identification number. Where the commercial name of the establishment and the license
number were specified (the company ID is officially registered by the Ministry of National Economy which
is accredited to all parties, while there is no unified ID for the other establishments), the owner(s) name(s),
the ID of the owner(s), address in details, and the phone numbers.
e Linking the data of the administrative registers with the 2017 census data and constructing a database of
intersecting establishments between all sources, which has been named Version 0 of the Administrative
Business Register (ABR) (V0).
e Developing the inter-exchange mechanisms among all partners in the establishment registration system.
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e Provide a legal framework (cabinet decision) to adopt the variables, IDs and inter-exchange mechanisms
among all partners to ensure that the SBR is updated regularly.

e Enhancing the quality and the coverage of ABR (VO) by conducting a field listing of all the big
establishments (that have 10 employees and more) in census that not matched with at least one
administrative register to improve and to be sure about the quality of the identification information to
increase the chance of a match (ABR (V1)).Continuing the development of the administrative Business
register (ABR) to increase its coverage and quality in parallel with the usage of the establishment census
as a basic source of conducting the framework under the low coverage of the register.

12
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Roles of the SBR

2.1

2.1 As discussed in Chapter 1, an SBR is a vital
component of the core statistical infrastructure
supporting collection of economic data and production
of economic statistics. The SBR serves as the coordinating
mechanism for economic statistics and ideally provides all
the information needed by the statisticians who are
responsible for the various economic surveys and related
statistical processes and outputs. The SBR is therefore
sometimes said to play the role of a backbone in the
production of economic statistics.

Introduction

22 This chapter presents the specific roles of the
SBR, which are listed in Figure 2.1 below. Each role is
described in detail, indicating the inputs needed to
perform the role and the statistical outputs produced. The
chapter first presents the primary roles of an SBR in
maintaining and providing sets of statistical units, in

Figure 2.1 Overview of the SBR roles

particular enterprises, and in providing frames and other
supports for surveys. It then lists a number of other SBR
roles that are related to the primary purpose and build
upon the methodology and databases of SBR. The
chapter draws on material from Eurostat working groups
and international conferences and meetings and includes
examples from the Dutch, Italian, Mexican and South
African NSOs.

23 The first role (SBR live register) of the SBR listed
in Figure 2.2 is to maintain a set of statistical units as the
foundation for creating frames for economic surveys. On
a daily basis, the SBR is updated with new information
from various sources. This information is used to create
and deactivate statistical units, and to update their
characteristics. This functionality of continuously creating,
updating and deactivating of the corresponding units is
referred to as the “live register”.

Role Purpose

1 SBR live register

SBR register snapshot and frozen
frame

3 SBR survey frame

4 SBR survey support

5 SBR statistics

6 SBR information source .
characteristics

7 SBR international data exchange

SBR in modernisation of statistical
production and services

Provide the gateway between data from various input sources and
statistical units

Provide populations of statistical (and possibly administrative) units at
fixed points in time

Provide a set of statistical units for a survey, valid for a specified
reference period, with all characteristics required.

Monitor survey response and measure and control response burden
Produce statistics based directly on the SBR

Provide lists of enterprises and their locations and possibly other

Facilitate coherence in international statistics

Promote integration of SBR within the production processes for
economic statistics

24 The second role (SBR register snapshot and
frozen frame) is to produce register snapshots and frozen
frames from the live register as the basis for subsequent
generation of survey frames. A register snapshot contains
the set of statistical units valid for a specific reference
period and hence represents a coordinated population of
statistical units in space and time. A frozen frame contains

13

all the active statistical units in a snapshot that have
sufficient information associated with them for sample
selection purposes. A snapshot (or frozen frame) may also
provide the links between statistical and administrative
units (for data collection) for the specific reference period.

2.4 The third role (SBR survey frame) of the SBR is to
provide frames for surveys. For each survey the SBR
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provides the set of statistical units in scope for the survey
(typically a subset of the frozen frame) together with the
characteristics required for stratification and sampling,
and, for the selected units, the information required to
contact and communicate with them.

2.5 The fourth role (SBR survey support) concerns
survey registration and survey control. It involves tracking
the reporting statuses of enterprises and the response
burden on enterprises imposed by surveys. The SBR
supports this by storing information that can be used to
optimize survey design as well as to monitor reporting
statuses and to compile overall response burden.

2.6 The fifth (SBR statistics) and sixth (SBR
information source) roles are to provide macro-data
(economic and demographic statistics), and micro-data
(enterprise  names, address and characteristics),
respectively, to users external to the NSO. This includes
also data provided for analytical and economic research
purposes. Such dissemination is constrained by the

confidentiality ~provisions applying to the NSO,
particularly in the case of micro-data.
27 The seventh role (SBR international data

exchange) is to facilitate exchange of data and metadata
across countries in order to improving coherence and
international comparability of economic statistics. This is
particularly important to ensure coherence of cross-
border economic statistics, e.g. inward and outward
foreign affiliates statistics (FATS) between two countries,
and for the measurement of activities of multinational
enterprises.

2.8 The eighth role (SBR in modernisation of
statistical production and services) refers to the SBR’s role
in coordinating, linking and connecting units that occur
in all kinds of sources relevant for statistics. The SBR
facilitates the use of administrative registers and is a
potential gateway for combining data from traditional
sources and new media, and may serve as a data
warehouse providing integrated data to users. It can also
facilitate new, industrialised and standardised production
of statistics as part of a modernisation of statistical
production and services, at both national and
international levels.

2.2SBR live register

249 Statistical units in economic statistics are used to
describe in a standard way the various populations of

14

organisations or parts or groups of organisations
involved in economic production. An important role of
the SBR is to maintain, and to keep track of changes in,
statistical units and their characteristics that occur in the
economy. Maintenance is a continuous process in which
constant modifications of the set of statistical units occur
over time. The extent of the modifications depends on the
update strategy of the SBR. In this respect the SBR is
considered to be a live register in which the composition
and characteristics of units continuously change over
time.

2.10 The live register is a vehicle for bringing
together data from the various sources that provide the
basis for derivation of statistical units. It is the starting
point for communications with the owners of the sources.
Legal units are usually the building blocks for creating
statistical units. In some countries the SBR is the only
environment in which legal units of all forms are brought
together.

2.11 Statistical units are created in the live register.
There are several types of statistical units. The most
important type is the enterprise, usually defined in
accordance with an international definition (as further
discussed in Chapter 4) though implementation may
require some compromise.

N An economic census used to be one of the main
sources from which to derive a common frame in order
to conduct and coordinate business surveys. Nowadays
SBRs are usually based on legal and/or administrative
units obtained from a network of administrative registers,
SBR improvement surveys, and feedback from economic
surveys, as illustrated in Figure 2.2.

213 The processes for creation and maintenance of
statistical units, in particular the set of enterprises, are the
most important factors in determining the quality and the
usability of SBR populations for economic statistics. A
well-defined maintenance strategy is a key aspect of an
SBR. The units in an SBR are maintained and updated with

the most recent information available, as further
discussed in Chapters 6 and 7.
2.14 Timeliness and linkage issues can pose

problems when using multiple sources, but their use in
combination allows an NSO to derive all relevant
statistical information and hence to reduce response
burden and create new and more detailed outputs.
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Figure 2.2 SBR live register

Census data

Other

Administrative data

SBR live register

Snapshot /
frozen frame

215 In order to make full use of source information,
the values of key characteristics of units in the sources
should be harmonised using well defined standards, for
example, for dates, telephone numbers, addresses, legal
form, economic activity, number of employees, etc., as
further discussed in Chapter 5.

2.6 Monitoring the continuity of statistical units is
also an important aspect of SBR maintenance. In the
event of new information about a statistical unit, a
decision has to be made whether the unit keeps its
identity in the SBR, is deactivated in the SBR, or is
registered as a new unit. This is further discussed in
Chapter 7.

217 When updating administrative and statistical
units and their characteristics, the existing and previous
values should be retained in the live register if possible,
or at least be retained in a historical register. This enables
any change over time in any unit used for statistical
production to be traceable back to the source, which may
help understanding anomalies in statistical processes. Key
SBR users, particularly those with direct access to the live
register, must be trained so that they are aware why
historical versions exist and why they may differ for
certain units for different extraction dates.

2.8 Units from different sources are linked at micro
level. However, not all legal or administrative units lead to
the creation of a statistical unit or are necessarily linked
to a corresponding statistical unit. This can happen
because a legal/administrative unit is dormant, or
inactive, or the information to determine whether the unit
is active is simply not available in the source data. Thus,
some legal/administrative units are not represented in
the frozen frame since it contains only statistical units and
are not, therefore, used in constructing survey frames or
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in subsequent compilation of statistical aggregates.
However these floating legal/administrative units and
their data should remain available in the live register.
Survey statisticians may need the information about such
units to impute missing data, or to conduct surveys on
specific groups of missing units, or to help in profiling.

2.3SBR register snapshot and frozen
frame

2.19 The most important role of an SBR is its
coordinating task in the production of economic
statistics. This backbone role is best fulfilled if all
statisticians in an NSO use the units delineated in the SBR
as of specified reference dates. In other words, it must be
possible for statisticians to view and retrieve a common
set of units from the SBR as of specific reference date.

2.20 Thus, whilst the live register changes on an on-
going basis, statisticians need coordinated input for their
processes. If surveys are conducted with different time
lags from a given reference period, the composition and
the quality of the population of statistical units in the live
register at the times the survey frames are drawn will
differ. This indicates the need to derive a “frozen version”
of the population of statistical units - a composition of
units that is valid for a particular moment in time for use
by all surveys. This is realised by taking a “snapshot” of the
live register (which itself may be viewed as a continuously
changing movie) as illustrated in Figure 2.3.

2.2 Each snapshot is extracted from the live register
at a point in time. The set of all snapshots represents a set
of coordinated populations of statistical and
administrative units at specified time points, with a
certain quality level. More precisely, a snapshot at date t
consists of:
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Figure 2.3 SBR frozen frame

SBR live register

Register snapshot
Frozen frame

Set of frozen frames

e statistical units (SUs) at t;

e administrative units linked to SUs at t (or links to
these administrative units); and possibly

e administrative units not linked to SUs at t, but in the
live register at t.

222 The units in a particular register snapshot that
are "active” as of the specified reference period together
with all the information about their characteristics needed
for survey sample selection and other statistical purposes,
constitute the “frozen frame" for that period. More
specifically, a frozen frame at date t consists of:

e SUs active at t, and with sufficient information for
survey sample selection, and

e Administrative units linked to SUs at t, or links to
these units.

2.23 In some literature on this topic a frozen frame is
called a master frame, or a common frame. This is
because typically (as discussed below) several survey
frames are derived from this single common extraction
from the live register, thereby coordinating the survey
frames at a moment in time.

2.24 The quality of a frozen frame depends on the
quality of the information about the existence of units
and their characteristics and on the reference period for
which statistics are being compiled. This should be taken
into account in trying to ensure that short term and
annual indicators, which refer to overlapping reference
periods, are coherent. It may lead to the revision of
previously published short time indicators when annual
indicators are produced. If a statistician needs more
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information about certain units than is available from the
frozen frame, then this extra information may be obtained
by linking back to the same units in the live register.

2.25 In summary, a snapshot is a copy of all the
statistical units in the live register, and all administrative
units or at least all links from statistical units to
administrative units. It is an intermediary step between
live register and frozen frame. It is used to check for errors
that have crept in during processing since the previous
snapshot, also as the basis for a historical record (as
further discussed below). It may contain many inactive
enterprises. A frozen frame is a subset of the snapshot
that comprises all statistical units that are active, or
potentially active, or active within the previous reference
year. It also includes administrative units that are linked
to these statistical units. Its aim is to include all units and
all characteristics that are used by subsequent processes
and nothing else. In other words it is a trimmed down
version of the snapshot that is easier to manipulate
because the (possibly large number of) inactive units are
not there.

2.26 If the frozen frame for an annual survey for
reference period t is also used to observe the short time
indicators in year t+1, it will not include the information
on newly active units for reference year t+1. Therefore
some NSOs create new version of the frozen frame at
later points in time for sub annual surveys. Thus frozen
frames may be produced annually, quarterly, or monthly.
In all cases, it is important to control their use so that the
resulting survey frames are as coherent as possible.

2.27 A set of frozen frames effectively constitutes a
historical register which:
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Coordinates populations of statistical units. 2.29 Statisticians ~ often  compare  particular
populations of statistical units at different reference
points in time and try to describe and explain the
differences. The basic data for this sort of analysis is
available from the historical register. The evolution of a
particular population of enterprises may be presented in

the form of enterprise demographic statistics.

Provides links between statistical and administrative
units.

Links the SBR to other sources (administrative
registrations, survey samples) used for statistical
outputs.

Enables the reconstruction of the history of the units
it contains

Box 2.1 Frozen frames in Mexico and in the Netherlands

Mexico

In 2010, the National Institute of Statistics and Geography of Mexico (INEGI) created the Statistical Business Register of Mexico
(RENEM) from information provided by the Economic Census carried out in 2009. RENEM data are considered confidential. RENEM
covers two types of economic units: establishments and enterprises. For each establishment RENEM includes variables related with
its identification, location (including geographical coordinates), industry classification, status (active or inactive), and some economic
variables, such as number of employees and revenues. Also, it stores historical data of the establishments and enterprises.

RENEM is fully updated every five years using the results of the Economic Census, and partially updated each year for the largest
establishments and enterprises (in terms of revenues) through the monthly economic surveys program and the annual RENEM's field
work to update a specific sesgment of establishments or enterprises.

Since 2015, through the RENEM, INEGI takes twice a year snapshots to get a listing of all the economic units at specific time points.
From these snapshots, it is possible to obtain two products by using only the active economic units: the National Directory of Economic
Units (DENUE) and frozen frames.

DENUE is published at the INEGI's website, using the identification, location (including geographical coordinates), industry
classification, and size (in terms of the number of employees) variables. Besides of being used as a public consultation hub, users can
download the various updates of DENUE to conduct their own longitudinal and demographic business studies with several
aggregation levels: geographical, industrial, according to size, etc. Moreover, since DENUE is public, it also can be used by independent
researchers as a master frame to design their surveys.

Frozen frames contain all the variables of the snapshot, including economic variables: number of employees and revenues, which are
used by the technical area of INEGI for statistical survey design. All the survey frames of INEGI are derived from such frozen frames
which are used once each year to coordinate and conduct the National Economic Surveys.

The Netherlands

The Dutch SBR is the container of statistical units, and of administrative units coming from the Trade Register and the Tax Office. This
information is needed to describe financial and production processes of resident enterprises.

Statisticians within Statistics Netherlands are obliged to use the SBR in producing economic indicators based on coordinated
enterprise populations. Every month, an actual frozen frame is derived from the live register. This frozen frame represents the
coordinated population that is valid for that month. This coordinated population consists of enterprise groups, enterprises and local
units, and their main characteristics. In addition the statistical units are linked to the legal and the administrative units valid for that
month. Besides a list with frame errors referring to activity codes or size classes of statistical units, is kept in order to be able to
generate several instances of each frozen frame with improved quality levels.

Each month the frozen frame is stored a separate environment, which can be consulted for statistical production. This environment
includes all past frozen frames and coordinates the populations used for statistical purposes. From this set of frozen frames an
authorized statistician can retrieve the micro data needed for a statistical activity, for example, linking tax data and survey data to a
frozen frame.

statistical and (linked) administrative units that match the

2.4SBR survey frame

2.30 A survey frame (sometimes called a sampling
frame or a survey sampling frame) is a list of units from
which a survey sample is selected, together with the
characteristics required to draw the sample according to
the agreed design (i.e. characteristics required for
stratification, sample size determination and sample
selection).

2.31 The frame for an economic survey should be a
subset of the frozen frame, comprising the set of
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specification of the survey target population and are
active during the survey reference period, together with
the characteristics that will be needed for the survey.
Thus, for example, a survey of employment will include
active units in all (or at least most) industries that are
employers, i.e., will exclude units that are non-employers.
A survey of manufacturing will include active units that
have an ISIC code in the manufacturing group, whether
they have employees or not. A survey of capital
expenditure will typically include active units in all
industries above a certain size. Thus, the frames for
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different surveys for a given reference period are different
from one another but are extracted from the same
common set of units, namely the frozen frame.

2.32 The primary benefits of survey frames that are
extracted from a coordinated set of frozen frames are:

e Harmonisation of the surveys.

e Increased potential for integration of survey data.
e Reduction of costs.

e  Prevention of double counting.

e More coherence in the resulting statistics.

2.33  Of course, these benefits can only be realized
when a single live register is maintained and used to
derive the frozen frames used for all relevant surveys.

Figure 2.4 SBR survey frame

2.34 It may be that an optimized sample design
cannot be applied because some important stratification
variables (e.g. turnover) that correlate strongly with the
key indicator to be compiled, are missing from the live
register and hence from the frozen frame. In this case it
should be possible to enrich the statistical units with
characteristics available from other (independent)
sources and satellite registers in order to complete the
survey frame.

2.35 A sample design which uses a panel population
may be very complex to apply. In this case information on
units in historical samples for similar surveys should be
made available.

Set of frozen frames

Stratification

Historical samples

SBR survey frames

Samples

2.36 Some NSOs exclude enterprises from the survey
that have already participated in a previous survey, or are
in another on-going survey, in order to spread the
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response burden more equitably across the survey
population. This is sometimes referred to as giving the
enterprises a survey holiday.
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Box 2.2 Survey frames in Mexico and in South Africa
Mexico

A frozen frame of the SBR is provided once a year to the technical department to be used as Master Frame to derive
survey frames. INEGI uses these frames for its regular economic surveys, and for specific economic surveys requested
to INEGI by other agencies.

The regular economic surveys at INEGI include at establishment level: the Monthly Survey on the Manufacturing
Industry and the Monthly Survey on Services, among others; at enterprise level: the Monthly Survey on Trading
Enterprises and the National Survey on Construction Enterprises, etcetera.

Some examples of requested surveys are the National Survey of Business Financing, at enterprise level and required
by the National Banking and Securities Commission; the Survey on Information and Communication Technologies and
the Survey on Research and Technological Development, both at enterprise level and requested by the National Council
for Science and Technology.

Finally, the strategy for the RENEM yearly review of the largest establishments and enterprises allows having an updated
frame for both the regular economic surveys and the requested surveys, keeping the response rates at a high level.

South Africa

The Statistics South Africa (SSA) live register has two parts:

. an administrative part, containing several sets of administrative units maintained from administrative sources;
and
. a statistical part (called the business sampling frame), containing statistical units derived from administrative

units and maintained from administrative data, survey feedback, profiling etc.

The SSA snapshot contains all statistical units as of the point in time it is created and includes the values of all the
characteristics that may be used for sampling. A snapshot is created, analysed and verified every quarter.

The SSA equivalent of a frozen frame is called the Common Frame. It is created, analysed and verified quarterly, but
only used once per year as the basis for generation of survey frames. It contains all statistical units active with the
characteristics (and only these characteristics) that are, or may be, used for sampling. Thus, statistical units that do not
have valid values (industry code, size code, provincial code) for these sampling characteristics are excluded. Selected
data are disseminated directly from the Common Frame.

Once per year all survey frames are drawn afresh from the most recent Common Frame. Contact data for sampled
units are subsequently extracted from the live register.

2.5SBR survey support 2.38 Survey support is provided in three areas: data
collection; survey registration and survey control.
2.37 The role of survey support is illustrated in Figure

2.5.In a typical enterprise survey, information is collected Survey data collection

from reporting units who report on behalf of the 2.39 The primary activity in conducting a survey is data
observation units (which are statistical units) in the survey collection from reporting units. As previously noted, the
sample (as further discussed in Chapter 4). The answers information needed to contact the reporting unit
to survey questions are recorded on questionnaires filled depends on the mode used for data collection. In some
out by reporting units directly, or, less frequently, with the cases a paper questionnaire is sent to the mailing address
aid of an interviewer. To support this process, information of the reporting unit. For a face-to-face interview a
on how to contact the reporting units and their fieldworker has to visit the reporting unit to collect the
relationships to the observation units is required. While information, so a physical address is needed. If the
this information can be included in the frozen frame and information is to be gathered by telephone, a telephone
hence in the survey frame, it is more efficiently extracted number is required. It is also possible that a reporting unit
afresh from the live register for the sampled units only. may submit an electronic questionnaire by e-mail or via a
Exactly what information is required depends on the web site, in which case an email address is required.

mode(s) of data collection.
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but also on an estimate of the likely reaction time of the

Survey registration reporting units and/or of the quality of the answers they

240 Units that are involved in different surveys, or on can provide. All attempts to contact reporting units have
repeated occasions for the same survey, can be the to be recorded, not only to ensure that follow-up is
subject of a policy to reduce and/or spread response efficiently conducted, but to support subsequent
burden. For example, it may be policy for any small enforcement of a response, as further illustrated by the
enterprise to be observed only once every two years or to following example from the Netherlands.

participate in at most one survey per year. Also, as
previously noted, enterprises that have already
participated may be given a survey holiday.

2.45 Reporting unit response rates (by mode in the
case of multiple modes) and questionnaire item non-
response rates are important in monitoring the quality of

241 The survey registration process provides the survey outcomes, as discussed in more details in
information about the observation units about which data Chapter 10. Sample sizes and reporting unit response
are to be acquired and the reporting units that are to rates are also used in calculating target response burden
provide these data. The likelihood of contacting a and actual response burden.

reporting unit is improved when the most recent contact .
T .. . Use of SBR for economic census

or communication information is available.

246 An economic census is a special type of survey

in which the aim is to collect data from all statistical units

in the target population. An SBR can be involved in

variety of ways.

2.4z It is important to provide the reporting unit's
preferred response mode for the survey. Response mode
may influence response rate. Making available a range of
modes (paper, telephone, face-to-face, web-based or
other electronically) can improve response rates. SBR is not used. The economic census is conducted on
the basis of comprehensive area enumeration. The

Survey control and response burden measurement . . . .
resulting set of statistical units, whether local units or

243 To help control the data collection process, enterprises, may be used subsequently as the basis for
reporting units should be monitored throughout the creating or updating the SBR. This approach was used in
collection process. When frame errors are detected they the past but has become less and less common because
should be recorded. The survey help-desk may be the (1) it requires extensive resources, (2) does not take
mechanism by which information about errors is received. advantage of existing lists of enterprises and data about

them and (3) leaves behind a list of units that is
impossible to maintain in its entirety because to do so
would require an ongoing census.

244 In order to improve response rates, reminders
are often sent. The administration of reminders can be a
complicated process, especially as it depends not only on
the official deadline for reporting specified by the survey

Box 2.3 Response enforcement information in the Netherlands

Many countries have legislation requiring enterprises to respond to questionnaires from the NSO. In 2003, the
Netherlands introduced a new statistical law. This law states that Statistics Netherlands is obliged to make maximum
use of administrative data to derive its statistical output. Another of Statistics Netherlands’ obligations is to reduce the
response burden on enterprises, for example by utilising administrative data sources. This implies that the units
registered with all these sources should be integrated into the SBR or at least linked to the SBR. In addition, Statistics
Netherlands has included fiscal information on the structure of enterprises (available from the finance department) in
its SBR. However, not all information can be extracted from the administrative sources available. Therefore surveys in
which data are directly obtained by questionnaire from a relatively small number of respondents are still needed.

By law Statistics Netherlands has the right to require enterprises that do not respond to questionnaires to provide
the requested information. In introductory letter that accompanies a survey, the enforcement procedure is explained.
If an enterprise does not respond to an official questionnaire send by the statistical office, then several (predefined)
reminders are sent to the responsible contact person. If the enterprise refuses to respond, Statistics Netherlands has
the right to fine the enterprise without any intervention of a third part. To assist this process a separate system has
been created, containing all relevant SBR information and keeping track of the complete history of all attempts to
contact the responsible person in the enterprise. This information can be used as evidence if the enterprise starts a
juridical procedure against the statistical office.
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Figure 2.5 SBR Survey Support
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SBR provides initial frame. In this approach, which
might be called a register assisted census, enumerators are
provided with an initial list of statistical units (local units
or enterprises) based on the SBR, and they correct and
supplement this list. This approach makes better use of
the SBR but does not assume the SBR is definitive.

SBR provides the complete frame. In this approach the
census is restricted to units that are in the SBR. Statistical
data are collected about some or all of these units. For
some units, data may be obtained from administrative
sources instead.

SBR provides the complete frame and links to
administrative data. There is no statistical data
collection process. The data are obtained entirely from
administrative sources through the SBR. This may be
termed a register based census. Further details, including
an example from Italy, are provided in Annex E1.

2.6SBR based statistics

247 NSOs are confronted with increasing demands
from governments, international bodies and researchers
for business statistics on specific topics such as small
areas or sectors of activity, and other particular
aggregates. The information provided has to be
consistent and comparable at country level,
internationally, and for any other geographical area, also
across different economic activities. At the same time
NSOs are under pressure to reduce the data collection
costs and response burden.

248 As illustrated in Figure 2.6, the SBR can play a
key role in providing more information at less cost
through direct use of SBR data. It can be a primary source
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of information on the structure and the demography of
the population of enterprises. Also, in combination with
other administrative registers or statistical data sources, it
can produce additional statistical information for
economic analysis.

Enterprise demography statistics

249 Data on births and deaths of enterprises, their
survival rates and the role they play in economic growth
and productivity as well as data for tackling socio-
demographic issues are increasingly requested both by
policy makers and analysts. As further discussed in
Section 9.3, there are requirements for:

e Data for sub-populations of small and medium size
enterprises.

e Historical data about enterprises.

e Identifying subpopulations of interest: for example,
enterprises with high growth, or with large increases
in numbers of employees.

2.50 Also, when calculating ratios, there needs to be
conceptual consistency between the denominator and
numerator populations.

251 The SBR can satisfy all these requirements
because it covers the whole population of enterprises.
Thus it can provide regional and small area data, basic
characteristics like economic activity code, employment
and/or turnover, and data on births and deaths. In
summary it is an ideal source in terms of coverage and
cost for the production and dissemination of enterprise
demographic statistics.
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Figure 2.6 SBR based statistics
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2.52 However, use of the SBR for producing statistics
raises similar issues regarding treatment of data over time
as does its use in providing survey frames. The live
register is constantly being refreshed. The updates
applied over the time period (t) to (t+7) represent not
only the actual economic changes that occurred during
that period, but also adjustments in the coverage or
characteristics of units that resulted from SBR
maintenance procedures and that had nothing to do with
changes in the real world. For example, based on the
results of an SBR improvement survey during the time
period (t) to (t+1) economic activity classifications of
enterprises, or their measures of size, or the dates on
which they ceased or commenced activity, may be
corrected from their former out-of-date, erroneous or
missing values. In summary, SBR data cannot be simply
regarded as the result of a point in time statistical survey,
which collects information about the status of an
enterprise at time (t) or changes in the enterprise over the
period (t) to (t+7).

2.53 It may be advisable for statistics derived from
SBR data to be based on a satellite approach. If parts, or
the whole, of one or more frozen frames are extracted
from the SBR and linked to data from other sources and
if the resulting information is maintained outside and
independent of the SBR environment, then the product is
referred to as a satellite. A satellite approach (as further
elaborated in Section 2.10) is a good way of addressing

issues that may arise from corrections of classifications or
reference periods as the base population can be well
defined and coordinated. There may also be an
organisational advantage to a satellite approach in the
sense that the task of producing SBR based statistics from
the satellite can be assigned to the organisational unit
responsible for economic data production and
dissemination rather resting with the SBR unit.

Integration with external trade register

2.54 External trade statistics do not present any
explicit information on the characteristics of enterprises
that undertake the trading. The concepts and
classifications in external trade statistics differ from those
in production statistics. Knowledge of a trading
enterprise’s profile - economic activity, size, location, and
whether or not it belongs to an enterprise group - is
important in the analysis of globalisation of the national
economy  and the determinants of  this
internationalisation. Coherent compilation of trade
statistics by enterprise characteristics requires linkage of
trade and business registers at micro level. If this can be
achieved, the combination of the key enterprise
characteristics and the trade data, such as product code
and partner country, offers many opportunities for
producing a more complete and diversified view of the

structure of both trade and production.4

* For more information on linking the SBR with other data sources on enterprises and as well as on
entrepreneurs, see: UNECE Guidelines on the use of statistical business registers for business demography
and entrepreneurship statistics (New York and Geneva, 2018)
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Box 2.4 Integration of custom files in the SBR in Tunisia

This country example shows the usefulness of the integration of custom files into the SBR: To enrich the content of the
SBR in Tunisia, several sources have been integrated such as the customs file. This file contains all the import or export
operations per company. It also contains information on the imported or exported product, its value, its weight and
the destination country.

The integration of this file into the SBR is useful for the calculation of detailed statistics on import / export by sector of
activity, size of enterprises, legal form, regime or nationality. But also, its integration serves to estimate and update the
content of the SBR, for example:

- estimation of turnover based on the value of exports for totally exporting companies
« estimation of the main business activity based on the most exported or imported products

Prior to 2010 the customs used a company identifier different from the customs code of the General Directorate of
Taxes (DGI), a matching work was necessary to integrate the customs file into the SBR based on the company’s
identification information (name, address, activity, etc.). But from 2010 on customs began to use the tax code (identifier
used in the DGI) as a unique identifier in its files, and the integration of this file in the SBR has become automated

2.7SBR information source

255 The roles discussed in Sections 2.5-2.6 concern
production and internal and external use of statistics (i.e.
macro-data) based on SBR data. This section
concentrates on the provision of SBR micro (individual)
data as open data, i.e. the data that are publicly available
for any individuals or organisations to use and that are
licensed in a way that allows for reuse. Access may be
made available to:

2.56 As illustrated in Figure 2.7, in determining the
scope of this role, the NSO is dependent on the
dissemination infrastructure available. For example,
provision of data through a geographical interface
depends on the availability of a suitable geo-statistical
infrastructure. The NSO is also likely to be significantly
constrained by the confidentiality and privacy provisions
embedded in the laws and regulations governing the
dissemination of statistics as discussed in a following
subsection. A supportive legal framework can open up
the possibility of providing external users with access to
business data that are already in the public domain, such
as: trade name, ownership, economic activity, size,
geographic location and contact data, as exemplified by
the Mexican DENUE system that is referenced in an
example below and in Chapter 9.

SBR regulatory framework

2.57 SBR data must be handled in accordance with
the regulatory framework that governs the NSO. On the
one hand privacy and confidentiality provisions under the
statistical legislation have to be observed. On the other
hand much of the data about enterprises in the SBR is
information that the enterprises themselves make public
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e Lists of enterprises — for the use of other government
agencies and market research companies so that
they can conduct surveys.

e Ownership and control information — “who-owns-

"

who".

e Information to support investigations into
government program performance or to support
preparation or monitoring of local, regional or
national economic development programs.

and/or is generally considered (within the legal
framework in a country) to be of public interest, i.e.
information to which any citizen should have access.

258 In ideal circumstances a regulatory framework
would allow dissemination of the following SBR data:

e Identification and stratification characteristics: name
of enterprise, denomination or corporate name, code
and name of the economic activity class, size code
based on number of personnel.

e Geographical location characteristics: street, external
and internal number, neighbourhood, postal/zip
code, locality.

e  Geographical coordinates of the location: latitude
and longitude.

e Contact characteristics: phone, fax, e-mail, and web-
page.
e Date of birth of unit in the SBR.

259 In  practice, the ability to provide this
information may require review and revision of laws,
regulations, policies and standards governing both the
NSO and its administrative sources.
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Box 2.5 The role of the SBR in the System of Environmental-Economic Accounting (SEEA)

The System of Environmental-Economic Accounting (SEEA)5 is the international statistical standard to measure the
environment and its relationship with the economy. The SEEA Central Framework measures the contribution of the
environment to the economy and the impact of the economy on the environment. It is a satellite accounting system
to the System of National Accounts and uses similar concepts and classifications (e.g. for economic activities and
products) to those employed in the SNA for environmental information. The SEEA comprises physical and monetary
supply and use tables and asset accounts showing natural resources inputs such as energy and water products and
residuals such as air pollution, water emissions, solid waste, oil and gas reserves, environmental investments and
subsidies, protection expenditure, and so on.

The SBR supports the compilation of SEEA accounts and tables by providing coordinated populations of statistical units
and their characteristics by industry, which can be used to collect information in physical and monetary terms. This
allows the derivation of aggregates automatically related to the aggregates of an economic indicator related to the
corresponding population of industries used by the national accounts. Therefore, high quality of the economic activity
classification (by ISIC and/or NACE) and the linkage of the SBR with other data sources are of great importance.

Geo-statistical information and SBR data consultancy
systems

260 In recent years, there has been a growing
interest in geospatial analysis. This interest can be
attributed to significant increases in the use of
geographic information systems (GIS), characterised by
the capacity to integrate and use a wide variety of spatial
information. Individual address records have become the
standard level for spatial investigation in many
socioeconomic and planning applications. Because of the
increased level of user friendliness and accessibility of GIS
packages, geographical coordinates can be assigned to

Figure 2.7 SBR information source

each address in the SBR. The geospatial dimension
introduced in the SBR is used as a basis in building a
geographic infrastructure data system for geospatial
analysis of economic structures.

2481 The geospatial information needs to be updated
regularly. Ideally, on this basis, the SBR should be able to
provide information on the distribution of economic
activity and enterprises/establishments by geography. A
GIS can present this information as geo-statistical
cartography. The use of GIS is fundamental in providing
users with the necessary data to analyse economic activity
in relation to geography.

SBR live register

Legislation

Infrastructure

SBR information source

Support of investigations in
public and private domains

Through a GIS, it is possible to incorporate the many
information layers as geo-statistical data, including
settlements, street axes, block fronts, locality polygons,

blocks, external numbers, urban services, reference
elements, natural resources, geographical names, hydro
graphic networks, routes of communication, territory
images, relief, limits references, and geodesic references.

> System of Environmental-Economic Accounting 2012. United Nations, et al, New York 2014.
http://unstats.un.org/unsd/envaccounting/seeaRev/SEEA_CF_Final_en.pdf
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Box 2.6: Geo-statistical information in Mexico

In Mexico, the National Directory of Economic Units (DENUE) is a part of the SBR that is available to any user through
a free consultation system in INEGI (http://www3.inegi.org.mx/sistemas/mapa/denue/default.aspx). Its geo-statistical

as academia and researchers.

features have broadened its role as a tool supporting public and private policy developers and decision makers as well

2.8SBR international data exchange

2.62 In a society that is more and more influenced by
globalisation, international comparability of economic
statistics is  becoming increasingly  important.
Internationally  defined indicators based on
internationally harmonised populations of statistical units
are desirable because the resulting statistics are more
comparable when measuring globalisation effects. At the
same time it is important for producers and users of
statistics to understand the potential limitations of the
SBR in the context of international comparability.

2.63 Much effort is spent in the SBR to guarantee
coherence, in terms of concepts, methods and quality
within an NSO and between NSOs. In the last few
decades, thanks to the activities of supra-national and
international organisations such as Eurostat, IMF, OECD,
World Bank and UN, worldwide coherence in the
definition and treatment of enterprises and their
statistics, as described in the 2008 SNA and ISIC Rev. 4,
has increased considerably. This is important as SBR data
are used in studies involving (the structures of) different
national economies, as illustrated in Figure 2.8.

254 Key factors in improving the quality of
international statistics are the exchange and coordination

Figure 2.8 SBR international data exchange

of micro-data between countries and the central
accessibility of these data, for example, storing them in
one central database or at least accessing them through
a single gateway. In this context national SBRs are
potential data providers and a network of these could be
established.

265 Data exchange is not only important for
international statistics, but also in achieving consistency
in statistics dealing with cross-border issues in different
countries. For example a subsidiary of an enterprise in
country X should be covered by inward FATS in country Y
and by outward FATS in country X.

266 A complex question for an NSO is the legal basis
for sharing micro-data with statistical authorities of other
countries or international organisations. International
standards regarding the legal basis for micro-data
sharing are yet to be established. Exchange of data on
multinational enterprises can be seriously hampered by
the requirements that, first, data are used exclusively for
statistical purposes and, second, disclosure of data about
individual statistical units is forbidden. The capacity to
transfer the data to another country depends upon
confidentiality requirements within the sending country.
The receiving country is

Set of frozen frames

Cross border data
requirements

Regulatory framework

SBR international data

International statistics
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responsible for satisfying whatever conditions are
imposed by the sending country and its own
confidentiality laws.

267 Thus, such exchanges require close cooperation
between the partner countries, comparable rules for the
use and protection of confidential data, a solid agreement
between the countries, and, above all, trust that data are
not misused.

unifying tool, the SBR is pivotal in modernising the
statistical production process in line with an integrated
statistical architecture. Keywords in current attempts to
modernise  statistics are  efficiency, coherence,
interoperability and cooperation. In this context, the
Generic Statistical Business Process Model (GSBPM) is a
standard but flexible tool for describing and defining the
common set of business processes that typically
constitute statistical production. It consists of 8 phases
and 44 sub-processes. Figure 2.9 shows the structure of

2.9SBR in modernisation of statistical
production and services

2.68

Development of the SBR is a key to meeting user

demands for more, better and more timely statistics. As a

GSBPM.

Figure 2.9 Generic Statistical Business Process Model
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5.8
Finalise
data files
2.69 GSBPM is being used in developing a common GSBPM Sub-process 4.1. Select frame and sample

business reference architecture that has the aim of
obtaining more coherence in official statistics. The SBR
fulfils a backbone role in this respect by integrating
several data sources and supporting the collection of
economic data. This backbone role can be strengthened
when the use of the SBR is seen to support the business
processes as described in the GSBPM (as further
elaborated in Chapter 8). Box 2.7 explains the use of
GSPBM in the French statistical business system (Sirus).

GSBPM Sub-process 2.4. Design frame and sample

This sub-process only applies to processes which involve
data collection based on sampling, such as through
statistical surveys. It identifies and specifies the
population of interest, defines a sampling frame (and,
where necessary, the register from which it is derived),
and determines the most appropriate sampling criteria
and methodology (which could include complete
enumeration). Common sources for a sampling frame are
administrative and statistical registers, censuses and
information from other sample surveys. This sub-process
describes how these sources can be combined if needed.
Analysis of whether the frame covers the target
population should be performed. A sampling plan should
be made.

This sub-process establishes the frame and specifies the
sample. It includes the coordination of samples between
repetitions of the same statistical business process, in
particular to manage overlap or rotation of the sample. It
also includes coordination between samples for different
processes by using a common frame to manage overlap
and/or to spread response burden. Quality assurance and
approval of the frame and the selected sample are also
undertaken in this sub-process, though maintenance of
underlying registers is treated as a separate business
process.

270 The SBR can be linked to other than
administrative sources. This can be achieved by storing
the identification numbers of units in other sources in the
live register, or by integrating special modules in the SBR
to be used for matching with other sources. In this case
the statistical units in the SBR can be linked to the units
in these other sources, which means their data are
available to assist in maintaining the units in the SBR
and/or for use by surveys. To improve interoperability, the
SBR should support development of the conditions for
exchange of coordinated statistical information among
countries, including an international identification service.
The SBR may also take advantage of methods and
software for SBR maintenance that have been developed
by other countries.

Box 2.6 EGR and ESBRS

EuroGroups Register (EGR):

The EGR is the statistical business register of multinational groups in Europe. The EGR is created through the
cooperation between Eurostat and the national statistical offices of European Member States and EFTA countries, by
pooling together micro-data on legal units, relationships, enterprises and enterprise groups. The EGR also acquires
data from one commercial data provider (CDP) in order to ensure coverage for units outside the EU and EFTA and full
consistency of the largest enterprise groups. The EGR contains structural economic information, such as economic
activity code, turnover and employment, on multinational enterprise groups with an interest in Europe and on their
enterprises, as well as relationships and control structures.

The EGR is used for statistics related to globalisation at national and European level in various statistical domains such
as Statistics on foreign affiliates (FATS), Foreign direct investment statistics (FDI), Short term statistics (STS), Statistics
on trade by enterprise characteristics (TEC), National accounts (NA) and Statistics on small and medium sized
enterprises. Statistical users can use EGR as coordinated frame population, to derive consistent statistical output with
improved quality and in measuring global activities of European enterprises part of multinational groups.
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European System of Interoperable Business Registers (ESBRs):

The ESBRs project (2013-2020) is rationalising, strengthening and standardising national SBRs and EGR in the European
Statistical System (ESS) with the ultimate aim of making them an efficient interoperable system. It is a continuation of
previous EGR and profiling projects carried out in the ESS.

A core goal is the improvement of the EGR statistical frames so that they can provide better quality information on
multinational enterprise groups (MNEs) for globalisation statistics. It includes an updated and agreed methodology for
EU profiling that enables all ESS countries to achieve the same view of MNEs (seeing the whole elephant); it is based
on a collaborative approach with different countries contributing to profiling the same MNEs according to defined
roles and responsibilities and supported by a secure platform for sharing confidential data. The ESBRs project includes
also practical pilot exercises aimed at testing the proposed solutions with ESS countries. Statistical services are also

part of the project's objectives, in the spirit of re-using and sharing tools and solutions.

271 Demands for more detailed, timely and coherent
data require a modernized national statistical system
which produces official statistics more efficiently and in
an integrated and internationally coordinated way. The
High-Level Group for the Modernisation of Statistical
Production and Services (HLG), established by the Bureau
of the Conference of European Statisticians, promotes
standards-based modernisation of statistical production
and services. This calls for a common architecture for data
collection, processing and dissemination in which context
the SBR will play a key role.®

2.10 Satellite approach to extend
functionality

272 If all the roles described in the previous sections
are supported by the SBR, the result may be quite a
complex network of databases and functionalities. An
approach that can be used to extend the functionality
with minimum complication is to extract parts or the
whole of one or more frozen frames from the SBR and
afterwards link information from other data sources to its
units. The resulting product, which is maintained outside
and independent of the SBR, is called an SBR satellite.

273 The responsibility for and control of a satellite
are separated from the SBR and usually take place in a
different environment. Whilst this can adversely affect the
coordinating role of the SBR, the big advantage is that
much more additional information can be stored and
managed without interfering with the basic functions of

the SBR. Satellites can, for instance, support international
trade statistics, or cooperation with central banks. In such
cases anomalies that might result from integration within
the SBR environment can be avoided.

274 The SBR may support the satellite approach in
different ways. If the units available in one or more frozen
frames are linked to data from sources other than those
used in the SBR, then the combined result may be a semi-
manufactured statistical product blending statistical and
administrative data. The difference from a sample is that,
in this kind of satellite, information is linked to all units in
the underlying population. This approach is useful, for
example, to provide economic indicators on self-
employed (income-estimation) or to compile the regional
distribution of production factors to support regional
accounting information.

275 By linking information collected by different
methods, for example by survey and from an
administrative source to the units in one or more frozen
frames, a satellite is useful in splitting off and controlling
domains where secondary data collection based on
administrative sources is not possible or is less efficient.
The production of a satellite register is illustrated in
Figure 2.10 where the population is covered through
three data sources: survey data, data collected from the
web and administrative data, all of which are integrated
into one satellite register. The example could also
illustrate  the traditional approach of merging
administrative data for small enterprises and survey data
for large enterprises.

6 More information about the work of the HLG is available from the website of the UNECE Statistical Division,

http://www.unece.org/statistics
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Figure 2.10 Production of a satellite register
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276 It is also possible to analyse and even

compensate for over- or under- coverage of units in the
live register by comparisons with other sources. Instead
of including the other sources in the live register, it may
be more convenient (and less complex) to maintain a
satellite outside the SBR environment.

277 This kind of approach may be appropriate for
units in the governmental sector (S13), or units that
belong to the financial sector (S12), or foreign units that
belong to the sector representing the rest of the world
(S2).

2ya Another possible circumstance in which to set
up a satellite is where different statistical units from those
recorded in the live register are used to describe a
phenomenon. There may be a case for maintaining
descriptions of such units in a satellite to ease the
workload on SBR staff and reduce the complexity of the
SBR system, even though additional resources may be
required to maintain two separate systems. For example,

P01 = Population 01
P02 = Population 02
P03 = Population 03
RU = Type of reporting unit

to produce tourism statistics, data are collected on the
capacity and the occupancy of accommodation
establishments used by tourists, for example, nights
spent, arrivals, occupancy rates, and number of
bedrooms. For this purpose the data collection at the
level of an enterprise unit with a main activity in the
tourism groups would be insufficient as many tourist
accommodation establishments are provided by
enterprises or institutes with another main activity
offering accommodation as a secondary activity. For this
reason a special satellite linked to the SBR that records
tourism establishments may be a better solution than
attempting to extend the functionality of the SBR itself to
include such units.

279 In conclusion, it must be reiterated that the main
reason for setting up a satellite is to simplify otherwise
complicated statistical processes by splitting them off
from the SBR, with the aim of simplifying control and/or
spreading responsibility.

Box 2.7 Description of French statistical business register (Sirus) according to the GSBPM

Sirus is essentially a harmonized statistical business register from which the sampling frames for different business surveys are created;
the sampling procedure itself is outside of Sirus. Sirus also produces a very specific information about the enterprises (the business
category) that is incorporated in different dissemination products. Thus, from this point of view, Sirus activities fall within GSBPM sub-
processes “4.1 - Select frame & select sample” and, marginally, “7.2 - Produce dissemination products”. Since it is also a crucial
instrument for the coherence of INSEE's information system in the field of business statistics, Sirus can also be associated to the
“Quality Management” overarching process of the GSBPM.
From a more precise and internal viewpoint, the Sirus activities mostly fall into two categories:

e integration of data from a variety of sources

e  provision of data to other information systems
The data integration processes can be further categorized: the periodicity ranges from daily to annual, the process can be fully
automated or require manual intervention, and the information can be accepted without control or manually reviewed and
consequently accepted or rejected.
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Data provision processes can also be distinguished according to their periodicity (weekly to annual, or on demand) and to the fact
whether they are automated or not.

In any case, each process has undergone “Design” and “Build” steps before being implemented. Sirus has also recently been the
subject of a quality assessment exercise that relates to the “Evaluate” phase of the GSBPM.

These different points are detailed in the following.

Process conception and construction

Sirus as a whole was conducted as a separate project within INSEE and as such it went through all the sub-processes that constitute
the "Specify Needs” phase (“1.1 - Identify needs”, “1.2 - Consult & confirm needs”, “1.3 - Establish output objectives”, "1.4 - Identify
concepts”, “1.5 - Check data availability” and “1.6 - Prepare business case”).

For the data integration processes, the “Design” and “Build” phases consist of the following:

e In the "Design” phase, the most relevant sub-processes are “2.2 - Design variable descriptions” (specify the file format),
“2.5 - Design processing & analysis” (specify the integration procedure) and “2.6 - Design production systems & workflow"
(specify the file exchange characteristics). For the sources that require manual verification, the specification of the review
procedure can also be classified in sub-process 2.5. We don't highlight here the “2.3 - Design collection” sub-process
because for Sirus the input data is provided by simple file transfers.

e In the “Build” phase, the main sub-processes are “3.2 - Build or enhance process components” (programming of the
integration procedures, including manual review), “3.4 - Configure workflow" (setting up the file exchanges), and the test
and finalization sub-processes (3.5 to 3.7).

For the data provision processes, the “Design” and "Build” phases consist of the following:

e Inthe "Design” phase, sub-processes “2.1 - Design outputs” (specify the files to be provided) and “2.6 - Design production
systems & workflow” (specify the file exchange characteristics) are the most important.

e In the “Build” phase, central sub-processes are “3.3 - Build or enhance dissemination components” (programming of the
extraction procedures), “3.4 - Configure workflow” (setting up the file exchanges), and the test and finalization sub-
processes (3.5 to 3.7).

Figure 2.11 presents a synoptic view of the Sirus process for the phases related to the conception and construction of the system.
Figure 2.11 Sirus process for conception and construction
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Process execution

In the process execution (phases 3 to 8 in the GSBPM), it is once again necessary to distinguish between data integration processes
and data provision processes.

For data integration processes, data collection in Sirus takes the form of file transfers. Consequently, the whole “Collect” GSBPM phase
is in fact limited to a brief “4.3 - Run collection” sub-process (see end of § 70 in the GSBPM document). Most of the work after that
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can be associated with sub-process “5.1 - Integrate data”, and in fact most of the “upstream” activities of Sirus fall under this sub-
process.

For the data sources which are accepted automatically in Sirus (Sirene, ProfilApp, LIFI), the integration process, strictly speaking, stops
here. In the case where a manual review of the dataset is performed before integration, the process description can be further refined:
the reviewing activity would be in sub-processes “5.3 - Review and validate” and “5.4 - Edit & input”.

With the data incorporated in the register through the different data integration processes, Sirus defines new statistical units (e.g.
enterprises from legal units) and new variables (for example a variable indicating if the unit belongs to the productive sector). This
activity is clearly to be classified under sub-process “5.5 - Derive new variables & units”.

Finally, when the data integration activities are finished, the production of the resulting state of Sirus would fall under sub-process
“5.8 - Finalise data files".

The execution of the data provision processes is quite straightforward: the data extractions for the different clients are produced
directly from the register (sub-process “6.5 - Finalise outputs”). In some cases, there is a manual verification before the transmission,
so a sequence 6.1 - Prepare draft outputs — 6.2 - Validate outputs can be added at the beginning of the data provision process.
Figure 2.12 presents a synoptic view of the Sirus execution process.

Figure 2.12 Sirus execution process
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Process evaluation
As part of the implementation of a quality approach, a study on the comparison between the Sirene and the Sirus registers was
realised in 2015.
As already mentioned Sirene is an inter-administrative register containing legal information that is also in Sirus. Therefore, much of
this information should be coherent between Sirene and Sirus. This is the first aspect of the task.
Besides, there is a second level of analysis. Sirene determines the legal units in the scope of Sirus in order to ensure that it is
comprehensive: it checks that Sirene sends to Sirus the units due to be in it and actually sends them all. Conversely, it also ensures
that Sirene does not wrongly send anything to Sirus.
In both of these tasks:

e  The sub-process “8.1 - Gather evaluation inputs” consists here in selecting specific information from both registers.

e  The actual work of adjusting information in both registers is part of the sub-process “8.2 - Conduct evaluation”.
Once the discrepancies made explicit an action plan was set up to correct them (sub-process “8.3 - Agree an action plan”). However,
the actual task of editing and correcting data must be associated with another phase.
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Coverage of SBR

3.1Introduction

3.1 This chapter describes the coverage of an SBR
and examines the concept from the perspective of the
various institutional unit types and sectors of the
economy, and it flags key issues that NSOs need to
consider.

32 In principle, an SBR should record all
institutional units in the national economy that are
engaged in productive economic activities, i.e., activities
contributing to the gross domestic product (GDP). In
accordance with the 2008 System of National Accounts
(2008 SNA: 1.40), the term "economic production” is
understood as referring to "a process carried out under the
control and responsibility of an institutional unit that uses
labour, capital, goods and services to produce outputs of
goods and services”, and institutional units engaged in
production are referred to as enterprises. This chapter
examines the three key aspects of SBR coverage:

e Completeness is the extent to which the SBR includes
all institutional units within the 2008 SNA production
boundary.

e Coverage is the proportion of total national
economic production that the units represent.

e Content is the set of characteristics (e.g., institutional
sector, size, location and registration status) of the
units contained in the SBR.

33 An SBR can be said to provide complete
coverage and content if it includes all units producing
goods and services together with all their required
characteristics. In reality, complete coverage of all these
units within the SNA production boundary is impossible
to achieve. However, for the purposes of international
comparisons, it is desirable that the coverage of an SBR
should meet agreed standards, with completeness being
the ultimate aim.

34 During any period units commence and cease
operations. Thus SBRs should be regularly updated, new
units created, and units that have ceased economic
activities deactivated. Construction and maintenance of
the SBR are described in Chapters 6 and 7.

35 The SBR provides frozen frames, each of which
contains all units in the live register for a given reference
period. Frames for economic surveys are derived from
frozen frames. Thus the coverage of an SBR for a given
reference period for a given survey can be defined as the
extent to which the survey frame from the SBR represents
the survey target population.

32

3.6 This chapter presents considerations that are
pertinent in formulating the SBR coverage and content
decisions and it discusses specific issues for various
segments into which the SBR may be divided. It is based
on concepts articulated in the 2008 SNA, ISIC Rev 4,
Eurostat's Business Register Recommendations Manual,
the African Development Bank's Guidelines for Building
SBRs in Africa and other sources as footnoted and listed
in References.

3.2Key concepts

3.21 Production boundaries, residence,

institutional sectors and enterprises

37 The concept of production is defined in the 2008
SNA together with descriptions of the production
boundaries, which clarify the activities constituting
production. The 2008 SNA includes two types of
production boundary: the general production boundary
and the SNA production boundary.

3.8 The general production boundary defines
production as an activity carried out under the control of
and under the responsibility of an institutional unit that
uses inputs of labour, capital and goods and services to
produce outputs of goods or services. There must be an
institutional unit that assumes responsibility for the
process of production and owns any resulting goods or
knowledge-capturing products, or is entitled to be paid
or otherwise compensated, for the change-effecting or
margin services provided (2008 SNA: 6.24).

39 The SNA production boundary is a more
restricted version of the general production boundary. It
excludes activities undertaken by households that
produce services for their own use, except for services
provided by owner-occupied dwellings and services
produced by employing paid domestic staff (2008 SNA:
6.26).

3.10 The 2008 SNA (4:24) describes the five sectors
into which institutional units may be divided. These are
non-financial  corporations,  financial  corporations,
government units, households and non-profit institutions
serving households. Dividing the total economy into
sectors enhances the usefulness of the data for purposes
of economic analysis by grouping together institutional
units with similar objectives and types of behaviour. Each
of the sectors may be divided into subsectors. No single
method of sub-sectoring is optimal for all purposes or all
countries. Sectors and subsectors are also used to target
or monitor particular groups of institutional units for
policy purposes. More details are provided in Annex B2.
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3.11 In their role as economic producers, 2008 SNA
refers to institutional units as “enterprises”.

3.12 The institutional sectors listed above include
only resident units. The concept of residence in the SNA
2008 is not based on nationality or legal criteria. An
institutional unit is said to be a resident unit of a country
when it has a centre of predominant economic interest in
the economic territory of that country: that is when it
engages for an extended period (one year or more being
taken as a practical guideline) in economic activities on
this territory (2008 SNA: 2.19). An enterprise is resident
in an economic territory when the enterprise is engaged
in a significant amount of production of goods or services
from a location in the territory (2008 SNA: 26.40).

3.2.2 Market and non-market producers

3.13 The distinction between market and non-market
production is critical from the perspective of the 2008
SNA and hence important for the SBR. Market producers
are enterprises that sell all or most of their output at
prices that are economically significant (2008 SNA: 4.88).
Prices are said to be economically significant if they have
a significant effect on the amount that producers are
willing to supply and the amounts purchasers wish to buy.
Market producers make decisions about what to produce
and how much to produce in response to expected levels
of demand and expected costs of supply and are exposed
to the risks associated with this production. They adjust
supply either with the goal of making a profit in the long
run or, at a minimum, covering capital and other costs.

3.14 The core coverage of the SBR comprises units
that are market producers and whose principal activity is
the production of goods and services. Registered market
producers are very important from an economic point of
view and in principle are not difficult to cover based on
available administrative registers.

Non-market producers

3.15 Non-market producers are not likely to respond
to changes in economic conditions in the same way as
market producers. Their economic behaviour is
influenced by the receipt of financial support in the form
of transfers such as taxes, grants and donations.
Government units and non-profit institutions that provide
most of their services at prices that are not economically
significant prices are considered non-market producers.

3.16 The recommended SBR treatment of non-
market producers is covered in the discussion on

government and non-profit institutions.
3.2.3 Non-observed and observed economies

317 In national accounts the term non-observed
economy is used to describe activities that, for one reason
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or another, are not captured in regular statistical
enquiries. The reason may be that the activity is informal
and thus escapes the attention of surveys geared to
formal activities; it may be that the producer is anxious to
conceal a legal activity, or it may be that the activity is
illegal (2008 SNA: 6.39). As noted in Measuring the Non-
Observed Economy. A Handbook (OECD et al, 2002),
complete coverage of economic production is a vital
aspect of the quality of the national accounts. However,
this is hard to achieve because of the difficulties in
recording certain types of productive activities. Activities
that are missing from the basic data used to compile the
national accounts are said to comprise the non-observed
economy (NOE). Productive activities may be non-
observed because they are informal household
production for own final use, illegal, underground, or due
to deficiencies in the basic data collection system. Making
estimates for them in the national accounts is referred to
as measurement of the NOE.

3.18 It is difficult to identify the enterprises that are
part of the non-observed economy and thus they are
often defined to be outside the planned coverage of the
SBR, as further discussed in Sections 3.3 and 3.4. In this
case their economic activities have to be measured in
some way other than by a survey based on the SBR.

3.24 Informal sector

3.19 A national economy can be divided into three
parts: the formal sector, the informal sector, and
household producing exclusively for own final use. The
major portion of the difference between the total
economic production of households and what is readily
measured by enterprise surveys and administrative
sources is the informal sector, ie., production by
enterprises that are considered to be in the informal
sector as defined below (paragraph 3.24). As noted in
2008 SNA (25.47), the term sector in this context “does not
have the same basis as the usual use of the word sector
throughout the SNA. In the SNA, sectors are made up of
complete institutional units; in the context of the informal
sector only the productive activities are concerned.”

3.20 The relationship between the non-observed
economy and the informal sector is illustrated in Figure
3.1, taken from 2008 SNA: Figure 25.1. The solid circle
represents the non-observed economy and the dotted
circle the informal sector. The relative size of the three
segments shown in the figure varies from country to
country.

3.21 The informal sector represents an important part
of the economy in many countries, playing a major role in
production, income generation, and employment
creation.
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Figure 3.1 Non-Observed economy and Informal Sector

Non-observed
Not-observed, economy

not informal

Informal sector
Observed,

Informal

Not observed
and Informal

3.22 The informal sector has been defined by the
Fifteenth  International Conference of Labour
Statisticians in its resolution concerning statistics of
employment in the informal sector organised by the
International Labour Organization (ILO) in 1993. A
resolution of the Conference describes the informal
sector in broad terms reflecting the types of
production units of which it is composed. It also
provides a framework within which each country must
formulate its own specific operational definition.
Discussion of the informal sector in chapter 25 of the
2008 SNA is consistent with the resolution.

3.23 The informal sector is broadly characterized
as consisting of units engaged in the production of
goods or services with the primary objective of
generating employment and incomes for the persons
involved in the production. These units typically
operate at a low level of organization, with little or no
division between labour and capital as factors of
production and on a small scale. Labour relations —
where they exist — are based mostly on casual
employment, kinship, or personal and social relations
rather than contractual arrangements with formal
guarantees’. The informal sector thus defined excludes
households producing exclusively for own final use
(2008 SNA: 25.41).

324 More specifically, the ILO framework requires
that the informal sector be defined as a subset of
household unincorporated enterprises, comprising
those enterprises that:

e produce at least some output for the market; and

e are less than a specified size in terms of the
number of persons engaged, or of employees or
of employees employed on a continuous basis;
and/or

e are not registered under specific forms of national
legislation, such as factories or commercial acts,

72008 SNA: 25.36 and ICLS93: 5(1)
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tax or social security laws, professional groups'
regulatory acts, or similar acts, laws or regulations
established by national legislative bodies.

3.25 These criteria provide a framework for a
definition of the informal sector, not a single,
unambiguous definition. Thus, there are variations
across countries in how the informal sector is actually
defined. The units included in the informal sector
depend upon whether registration and/or number of
employees is/are used as a criterion, and, in the latter
case, on the size boundary for number of employees.
It also depends upon whether or not agricultural units
are included. In fact the ILO recommends that
household unincorporated enterprises that are
involved in agricultural activities (ISIC section A) are
identified separately from other economic activities to
ensure international comparability and to facilitate the
selection and application of appropriate statistical data
collection tools and sample design (2008 SNA: 25.46).
They are referred to in these Guidelines as informal
agriculture.

3.26 Figure 3.2 shows how the three economic
sectors into which the economy may thus be divided
relate to the institutional sectors defined in the 2008
SNA, and it indicates which household unincorporated
enterprises are considered to be part of the informal
sector. This is further elaborated in Section 3.3, where
a slight distinction between the 2008 SNA and ILO
frameworks for defining “informal” is described. The
particular informal sector definition recommended in
these Guidelines is the set of household enterprises
that have market production but are not registered in
the administrative source(s) on which the SBR is based.
This definition is in accordance with the 2008 SNA and
ILO frameworks and provides a clear formal/informal
boundary. It means that:
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e The suite of economic surveys based on the SBR
and on administrative data measure the formal
sector.

e Household market enterprises not included in SBR
constitute the informal sector (which may itself be
divided into informal non-agriculture and informal
agriculture).

3.27 More information can be obtained from
Measuring informality: A statistical manual on the
informal sector and informal employment produced
through the collaboration of the UN Expert Group on
Informal Sector statistics (Dehli Group) and ILO in 2013.

Figure 3.2 Identifying units in the Informal Sector?

This document is a technical guide for NSOs and other
producers of statistics on the informal sector and
informal employment. It presents the ILO international
standards as well as the guidelines on informal
employment adopted by the 17th ICLS in 2003. It also
provides practical guidance on implementing the
standards, by presenting alternative methods of
measurement along with examples based on national
experience, and includes guidelines for the
dissemination of statistics on the informal sector and
informal employment.

Sector of Economy

Institutional Sector

Formal Informal ® Household Non-Market
Non-Financial and Al ) )
Financial Corporations
General Government All - -
Non-Profit Organisations
Serving Households All - -
(NPISH)
Household unincorporated Unregistered household .
enterprise that are registered market enterprise with less Household enterprises
Households P 9 P undertaking production only

or have more than a given
number of employees

than a given number of

for own final use
employees

3 Based on 2008 SNA, Figure 25.2.

 May be divided into informal non-agriculture and informal agriculture.

3.2.5 lllegal activities

3.28 The national accounts (2008 SNA: 6.43)
distinguishes between two kinds of illegal production:

e Production of goods or services whose sale,
distribution or possession is forbidden by law.

e Production activities that are usually legal but
become illegal when carried out by unauthorized
producers, for example, unlicensed medical
practitioners.

3.29 Examples of activities that may be illegal but
productive in an economic sense include the manufacture
and distribution of narcotics, illegal transportation in the
form of smuggling of goods and of people, and services
such as prostitution. Both kinds of illegal production are
included within the production boundary of the SNA
provided they are genuine production processes whose
outputs consist of goods or services for which there is an
effective market demand (2008 SNA: 6.44-6.45).

8 OECD Handbook. Measuring the Non-Observed Economy, 3.2.2.
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3.2.6 Underground activities

3.30 Certain activities may clearly fall within the
production boundary of the SNA and be legal, provided
certain standards or regulations are complied with, but
deliberately concealed from public authorities for the
following kinds of reasons (2008 SNA: 6.40):

e Avoiding payment of income, value added or other
taxes.

e Avoiding payment of social security contributions.

e Avoiding having to meet certain legal standards such
as minimum wages, maximum hours, safety or health
standards, etc.

e Avoiding complying with certain administrative
procedures, such as completing statistical
questionnaires or other administrative forms.

3.31 Such kinds of activities are referred to as
underground activities.®
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3.3SBR coverage
3.3.1  Type of institutional units

332 The SNA production boundary covers the
productive activities undertaken by all institutional units
resident in the territory. Thus NSOs should aim to cover
as much national production as possible in their SBRs by
including all types of institutional units engaged in
production. However, as previously noted, complete
coverage can never be attained in practice, and a more
realistic aim is for coverage to meet agreed standards.

333 The following paragraphs contain detailed
discussion on the coverage of the various groups of units
in the SBR. Groups of units should not be omitted without
an assessment of their economic importance. SBRs
should aim to record, at a minimum, all active economic
units in the formal economy that are engaged in
economic activities contributing to the gross domestic
product (GDP).

3.3.2 Government units

3.34 2008 SNA describes government units as unique
kinds of legal entities established by political processes
that have legislative, judicial or executive authority over
other institutional units within a given area (2008 SNA:
4.9).

3.35 Data for general government units are often
obtained directly from a single source within the
government rather than requiring direct survey of
individual government ministries, departments, and
agencies.

3.36 The advantage of inclusion of government units
in the SBR is that it enables a single system to provide
frames for all surveys. Appropriate reporting
arrangements can be recorded in the SBR to indicate
whether or not the data for a particular survey can be

collected from a single centrally located government
source rather from the individual government units.

337 The identification of statistical units for
government may vary from country to country according
to the particular way in which the government is
organised. However, the same general principles for
determining the appropriate statistical units can be used
for governments as are used in identifying other large
complex enterprises. This is further discussed in Chapter
7 of these Guidelines.

3.3.3  Corporations

3.38 In the 2008 SNA (4.7) the term corporation
covers legally constituted corporations and also
cooperatives, limited liability partnerships, notional
resident units and quasi corporations.

3.39 Units that are market producers and whose
principal activity is the production of goods and services
constitute the core coverage of the SBR. The subset of
these units comprising all registered profit oriented
corporations is the most important one from an economic
point of view. Their inclusion in the SBR causes, in
principle, no coverage difficulty since sources that identify
corporations are usually readily available.

3.3.4  Non-profit institutions

3.40 In 2008 SNA non-profit institutions (NPIs) are
legal or social entities created for the purpose of
producing goods and services but whose status does not
permit them to be a source of income, profit or other
financial gain for the units that establish, control or
finance them (2008 SNA: 4.8). Ideally all NPIs should be
included in the SBR. However, some NPIs may not be
included in the administrative sources used to maintain
the SBR, for example because they are below
employment and turnover thresholds.

provide relevant information in the future.

Box 3.1 Example of South Africa on the coverage of non-profit institutions

Nonprofit organizations registered for Value Added Tax are contained in the SBR of South Africa. The activity of small
non-profit organizations not registered for Value Added Tax are not currently included but household surveys could

When the size of the non-market production is significant in a country, it is critical to properly reflect non-market units
in the SBR in order obtain accurate estimated of changes in consumption and living conditions.

3.35 Households

3.41 Based on 2008 SNA, households involved in
some form of economic production may be referred to
as household (unincorporated) enterprises. As indicated
in Figure 3.2, they may be divided into four categories:

a) Household enterprises that are defined to belong
to the formal sector, i.e. are registered, or have
more than a given number of employees.

b) Household

enterprises  without  employees
belonging to the informal sector (referred to as
informal own account enterprises by the ILO).

¢) Household enterprises with employees in the

informal sector (referred to as enterprises of
informal employers by the ILO).

d) Household enterprises undertaking production

only for own final use, including owner occupation
of dwellings.
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342 Household enterprises in b) and c) may be e output for own final use where some is sold, and

further subdivided into three subgroups: . )
e output exclusively for own final use.

e Market producers selling most or all production,
which  may themselves be divided into
professionals and other.

The sum of the first two categories then accords with the
ILO guidelines for inclusion in the informal sector as
market producers though only the first category is so
e Producers for own final use selling some regarded in SNA terms.” This distinction is illustrated in

production. Figure 3.3, which is an expansion of Figure 3.2 for the

. . household sector.
e Producers for own final use not selling any

production. 344 Ideally, in accordance with the 2008 SNA
production boundary, the SBR should include all
household enterprises. In practice it is impossible to
identify administrative sources that cover all such small
units. More realistically, the target coverage for each

343 These subgroups reveal a slight difference in
2008 and ILO frameworks for defining informal. The
2008 SNA (25.65) defines this difference as follows:

“The ILO treats an enterprise as a market producer if any category of household enterprise is shown in the final
of the output is sold whereas the SNA requires that most row of Figure 3.3, which indicates the type of units for
or all of the output be sold. To overcome this difference, which coverage is desirable but for which inclusion in
it is recommended that a three way split of production be the SBR is conditional on suitable administrative sources
made: being available.

e market production according to the SNA criterion
whereby most or all output is sold,

Figure 3.3 Institutional units in the informal sector and recommended coverage in the SBR®

Non-financial and

. . . Households
financial corporations

Institutional
households,
households with no
unincorporated

Those that 3 ) Unincorporated enterprise with enterprises,
Thosg that |Those that are are Self-employed (Informal own account enterprises) employees (enterprise of informal households only
are registered | not registered . >
registered employers) undertaking
production for own
final use (including
owner occupation of
dwellings)
Producers for own Market Producers for own
Market producers ' )
final use producers final use
Self- Selling most | Selling | Not selling | Selling most Selling some Not selling
employed orall some any orall roduction any
professionals | production |production | production | production P production
Informal Informal Informal Informal Informal
Sector Sector Sector Sector Sector
Desirable to
include in SBR . . .
P . . - .. | Donot |Desirable toinclude in SBR
. but only if . Desirable to include in SBR, but only if | . . - ’
DEe 3 suitable e 3 suitable administrative sources include in bu_t gnly '.f suitable Do not include in SBR
SBR L SBR . SBR administrative sources
administrative available )
available
sources
available
345 The particular informal sector definition by construction, the SBR includes only the formal sector
recommended in these Guidelines, in paragraph 3.26, is enterprises. In terms of Figure 3.3, this corresponds to the
that the informal sector should comprise the set of first and third columns.
household enterprises with market production but which . . . .
3.46 Enterprises that comprise economic activities of

are not registered in the administrative source(s) on

which the SBR is based. If this definition is adopted then, households that are employers of domestic and other

personnel should be included in the SBR if they are

9 All rows except the last row are derived from 2008 SNA, Figure 25.4. Enterprises in the Government or
NPIS sectors are not considered informal.

37
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registered as employers. Their inclusion allows the SBR to
be used in connection with employee or household-
based surveys such as the labour force survey where
employees of these units are likely to be included.

347 Some household enterprises are lessors,
involved only in letting and/or operating self-owned or
leased real estate. If they are not registered as employers
they should be excluded from the SBR, first because they
are part of the informal sector, and second because they
occur in large numbers and would inflate SBR
unnecessarily. If an enterprise’s letting activities move to
a larger scale, the enterprise may well decide to
incorporate, in which case the resulting enterprise should
be included in the SBR. It is recognised that in some
countries the difference between household and
incorporated lessors may be difficult to determine based
on the administrative sources used for the SBR. In this
case, the NSO may be compelled to include household
lessors (or some of them) in the SBR.

3.3.6 Self-employed professionals

3.48 Self-employed professionals who are non-
employers, i.e. one person enterprises, are frequently
under-covered but tend to play a very important role in
several ISIC sections (e.g. section M (professional,
scientific and technical activities) and class 9000). If they
are registered with an administrative source they should
be included in the SBR. Typical administrative sources are
social security files, income tax files, VAT files, files of
chambers of commerce and of crafts, government
registration files, and lists of doctors. Those that are not
registered are part of the self-employed (informal own
account enterprises) column in Figure 3.3.

349 Some countries may also, or as well, use area
enumeration, for example during the course of an
economic census, to detect these units, but this approach
is not recommended as a source of SBR coverage as it is
typically only periodic.

3.3.7 Own-use production

3.50 2008 SNA (6.28-6.48) specifies that the
household production boundary includes the production
of goods but excludes the production of most services for
own use. The exceptions to the exclusion are services
provided by owner-occupied dwellings and services
produced by employing paid domestic staff.

3.51 However, household enterprises should not be
included in the SBR if the goods and services they
produce are for their own final consumption, e.g.
production from domestic gardens, or invested in the
household, e.g. do-it-yourself activities, as there is no
reliable means of maintaining such a list. Thus the SBR has
no role to play in the measurement of household
production for own final use. Data about these productive
activities are best obtained through surveys of
households, not of enterprises.
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3.4 Special cases

3.4.1  Agricultural holdings

3.52 In this context, agriculture refers to activities
defined in accordance with ISIC section A.

3.53 It is strongly recommended that agricultural
holdings should be included in the SBR provided they are
registered. Some countries manage a farm register
(possibly including forestry) independently from the SBR.
This practice can lead to inconsistency in coverage across
economic surveys, as some units may be included in both
the SBR and the farm register and others may be excluded
from both. It may also result in less effective and efficient
updating routines, and greater response burden for the
agricultural holdings.

3.54 The inclusion of agricultural holdings is not only
an SBR objective but also an important step towards
integration of agricultural statistics into a comprehensive
and coherent system of economic statistics, which is
highly desirable, especially for the purposes of national
accounts. However, it is not always straightforward to
equate a farm with an enterprise as it may be part of legal
entity, or may involve more than one legal entity.

3.4.2 lllegal and underground production

3.55 2008 SNA (3.96) explicitly states that productive
illegal activities should be included in national accounts.
lllegal actions that fit the characteristics of transactions
(notably the characteristic that of mutual agreement
between the parties) are treated the same way as legal
actions. The production or consumption of certain goods
or services, such as narcotics, may be illegal but market
transactions in such goods and services have to be
recorded in the accounts. If expenditures on illegal goods
or services by households were to be ignored on the
grounds of principle, household saving would be
overestimated and households presumed to obtain
assets that they do not in fact acquire. Clearly, the
accounts as a whole are liable to be seriously distorted if
monetary transactions that in fact take place are
excluded. It may be difficult, or even impossible, to obtain
data about illegal transactions, but in principle they
should be included in the accounts if only to reduce error
in other items, including balancing items.

3.56 Some activities, for example the production and
distribution of alcohol, or prostitution, may be illegal in
one country but legal in another. Exclusion of illegal
production would thus distort international comparisons.
Likewise, it would give rise to distortions over time if some
activities switch from being illegal to be legal, or the
converse.

3.57 However, although there is general agreement
on the correctness, in principle, of including illegal
activities in the national accounts, in some countries, the
difficulties of capturing illegal activities may mean that
they are either not well covered or deliberately ignored on
pragmatic grounds (2008 SNA: 25.25). Thus, only a
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relatively small number of countries explicitly include
illegal activities at the present time, and the methods
available are still experimental. It should be noted that as
from 2014 EU member states are required to include
illegal activities in their accounts.

3.58 In summary, in countries where the value of
illegal productive activities is quantitatively insignificant,
it is almost certainly a poor use of resources to try to
measure them precisely. On the other hand, in some
countries excluding illegal activities may lead to
significant underestimation of the overall economic
activity. Whether or not illegal activities are actually
included in the national accounts, an SBR based on
administrative registration data cannot be expected to
assist in their measurement. If an enterprise undertaking
illegal production is registered, it will be included in the
SBR but the enterprise will disguise its illegal activities. If
the enterprise is unregistered, it will not be included in
the SBR. In either case the SBR plays no role.

3.59 The same applies to underground activities.
Unless underground production is very widespread, it is
almost certainly a poor use of resources to try to measure
it precisely. In any case, the SBR has no role to play as, by
definition, the enterprises involved are not registered in
the sources on which the SBRis likely to be based.

3.3.1 Extraterritorial organisations and bodies

3.60 International organisations, embassies and
foreign government representations can be split into two
groups:

e Those whose sites are deemed to form part of the
economic territory of another country (e.g.
embassies, consulates, military bases). These units
should not be included in the SBR of the host
country. They should be included as units in the SBR
of the country to which they belong, where they
would probably be classified to ISIC section U. For
example, the German embassy in Canberra, Australia
should be a unit in the German SBR.

e Those whose sites do not form part of the economic
territory of another country. This group includes
units such as international organisations (e.g. the
United Nations and its agencies, European
Communities, OECD, IMF, World Bank, etc.) that are
not part of the economic territory of the host country
according to the 2008 SNA. However, for the sake of
completeness they should be included in the SBR of
the host country, as they do not appear in any other
country’s SBR. The NSO in the host country can
decide how to treat them for the purposes of its
economic statistics.

3.5Coverage problems due to the
informal sector

3.61 This section provides some guidance on how to deal
and measure the informal sector as defined in sub-section 3.2.4.
and provides some country examples on their methods to cover
the informal sector.

3.5.1 Measurement of the informal sector

3.62 Given two billion of the world’s employed
population aged 15 and over work informally,

representing 61.2 per cent of global employment 0
achieving a high quality of coverage in the SBR is critical
to ensure NSOs are able to identity and collect statistics
on this group to help support policy-makers in making
informed decisions.

3.63 The importance  of  measuring and
understanding informality was highlighted in the 2030
Agenda for Sustainable Development and was also given
a high priority in Recommendation No. 204 Concerning
the transition from the informal to the formal economy,
which specifies that countries should collect data in line
with international standards on both the informal sector
and informal employment, on a regular basis, in order to

make it possible to monitor and evaluate countries’

progress towards formalization."’

3.64 The appropriate method for measuring the
informal sector depends upon the question(s) that needs
to be addressed. If the objective is to monitor the growth
of the informal sector employment, then data can be
obtained by adding questions to an existing labour force
survey. If however, the objective is to obtain information
of the demand by households for goods and services
produced by the informal sector, then supplementary
questions can be included in a household income and
expenditure survey.

3.65 If the objective is to collect detailed structural
information on the informal sector including the number
and characteristics of the enterprises involved, their
production activities, employment, income generation,
capital equipment, and relationships with the formal
sector, then the measurement strategy requires a
dedicated informal sector survey in which the informal
sector enterprises themselves and their owners are the
observation and reporting units. In this case, there are
two basic survey design options, namely an establishment
survey or a mixed household-enterprise survey. The
choice depends upon data requirements and resources
availability.

3.66 Establishment surveys are an important source
for measuring the informal sector. However, traditional
establishment  surveys uses list-based samples
constructed on administrative registers, typically a
business register. Countries with a large informal sector
often do not have a business register. Even where a

10 ILO, 2018. Women and Men in the Informal Economy: A Statistical Picture, Third Edition.

" |LO, 2015. Recommendation No. 204 concerning the Transition from the Informal to the Formal Economy, para. 37.

39



Chapter 3

Coverage of SBR

business register exists, it does not usually cover informal
sector enterprises.

3.67 In establishment surveys, the use of list-based
samples per definition excludes large part or all informal
household market enterprises. One way to address this
problem is to complement the list-based sample with an
area based sample, where all the economic units within
the selected areas are identified. The selection of areas
(i.e. Primary Sampling Units- PSU) can be randomly
selected from a geographical area-based frame that have
been stratified according to for example geographical
location, concentration of small economic units and their
predominant industry. This creates two different
complementary frames. The first one includes the large
and medium enterprises that are registered in the
administrative source. The second one includes the small-
scale enterprises that are unregistered and per definition
informal. The final sample selection can thereby include a
census of large enterprises, a sample of medium sized
enterprises selected from the list-based sample and a
sample of small sized enterprises selected from the area
based sample thus covering all enterprises including
informal household market enterprises. This method is
more cost-efficient than a full scale establishment census.
It does however, require a listing of all enterprises within
the selected PSU’s, (including economic activities within
dwellings and enterprises without fixed location). This
approach is relatively costly and complex (e.g. sample
design requirements) even though it is more limited in
scope than a full scale establishment census.

3.67
the
enterprise surveys. Such surveys are the most suitable

An alternative approach to collecting data on
informal sector is through mixed household-
approach when the objective is to collect comprehensive
data about the informal sector as a whole and about the
various segments of which it is composed. The mixed
household-enterprise surveys assumes that the informal
enterprises are more easily identified through the jobs of
the owners of the enterprises than the premises where
the activities is taking place. Mixed household-enterprise
surveys are based on area sampling and are usually
conducted in two stages:

a.) In the first stage (the household survey component),
information from households regarding their activities is
collected. Based on this information, owners of informal
household market enterprises are identified and form

part of the sample used for the next stage. As the
information is directly collected from households, all

40

enterprises (with or without fixed location, inside or
outside the dwellings) are in scope; and

b.) In the second stage (the enterprise survey component),
additional information regarding the enterprise is
collected from enterprise owners. This could include
information such as the characteristics of the enterprise,
expenditure, value of sales, inventories and fixed capital
formation.

3.68 The mixed household-enterprise  surveys
approach has the advantage that the survey can been
conducted either as stand-alone or as modules attached
to existing labour force or other household surveys. For
example, by connecting the first stage of the mixed
household-enterprise survey to an existing survey is a
cost-efficient way to build a listing of enterprises in a
given area. In addition, there is also the flexibility that the
first and second stages either can be conducted
simultaneously (i.e. in one interview) or as two separate
interviews. When the information is collected
simultaneously, all identified owners of the informal
household market enterprises would be included. When
divided in two separate interviews, a sample of the
identified owners of the informal household market
enterprises can be targeted for the establishment survey
conducted in the second stage. A mixed household-
enterprise surveys’ approach would typically be the most
cost-efficient way of collecting data on the informal
sector, especially when it is possible to use existing
household surveys.

3.69 In addition to the direct measurement
approaches to measuring the informal sector, indirect
estimation methodology can be used for creating a rough
estimation of the informal sector. Indirect estimation
method can be adopted by using different forms of
macro-economic estimates and/or residual balance
approaches based on comparative analysis from different
statistical sources.

3.70 For more information regarding measuring the
informal sector, the reader is directed to the ILO
publication Measuring informality: A statistical manual on
the informal sector and informal employment. This manual
is intended as a technical guide for national statistical
offices and other producers of statistics on the informal

sector and informal employment.
3.5.2 Country examples

3.71 The country examples in Box 3.2 illustrate how
these countries deal with the issues of the informal sector.
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Box 3.2 Country examples on dealing with the informal sector

Egypt:

Egypt has conducted the last Housing, Population and Establishment census in 2017. This census was a full enumeration
of all the establishments in Egypt. The results was about 4.1 million establishments. In the economic census, the sample
consists of 471,000 establishments at the checking stage (checking the address, the number of employees, the
economic activity, the economic sector). After checking, the sample size was reduced to 350,000 establishments due
to changes in the economic activities and sectors, or due to the closedown of some establishments.

Census coverage:

- Full enumeration of the establishments which have 10 employees or more.

- 50% of the establishments which have employees range from 5-9.

- 5% of the establishments which have employees range from 1-4.

- Full enumeration of the establishments which have “rare economic activities” inside each governorate. Rare economic
activities are defined as the economic activities which have no more than 30 establishments in each governorate.

- This sample is then enlarged to represent all establishments in Egypt: some of the establishments which have small
number of employees can represent the informal sector which has the large proportion in the sample.

- The questionnaire of the economic census has questions about the commercial and industrial registration numbers
and the Egyptian industrial union membership, the establishments which do not have this data represent the informal
sector so by enlarging the sample we can obtain the data of the informal sector in Egypt.

CAPMAS has conducted the out-of-establishment workers' survey 2015 (except the agriculture Activity) whose sample
was based on the sample of the labor force survey. This survey provided data about the economic activities which are
done outside the establishments and is considered as one of the principle components for measuring the informal
sector. Its dataare therefore complementary to the economic census data of the informal sector.

Indonesia:
The units in the SBR of Indonesia that are defined to be the formal sector include: all non-financial corporations,
financial corporations, non-profit institutions serving households, and government units, and all household
unincorporated enterprises that are registered with the administrative sources on which the SBR is based or have been
loaded from the Economic Census 2016.
Based on the results of the Economic Census 2016, the SBR contains all enterprises from the Economic Census that
have been classified as:

e  Public enterprise, public corporation, limited corporation

e Limited liability partnership

e Firm

e Cooperative/Pension Fund

e Foundation

e  Special Permit/Licence

e Subsidiary or representative of a foreign company/ organization.
In Indonesia, the number of small, micro and household businesses is very large. Even based on the Economic Census
2016 data, more than 90% of the total number of businesses are small, micro and household businesses, in contrast
with about 2% for large businesses.. For this reason, the scope of SBR was expanded by adding unincorporated
enterprises that have separate financial account. Those were regarded as quasi-corporations. Furthermore, the SBR
was expanded with unincorporated Medium and Large units that were included in the criteria agreed upon for each
subject matter areas. For example, for Construction Statistics, the threshold/criteria for the business to be included as
the unincorporated Medium and Large units were those units that have grade 5, 6, 7 or business scale 3 or 4. Another
example, for Large and Medium Industry Statistics , the threshold/criteria for the business to be included as the
unincorporated Medium and Large units were those units that have total employees<=20 or total
output<=2,500,000,000 IDR.
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After the loading of the Economic Census 2016 data, the next step was loading the businesses from agricultural
statistics. This was done because the Economic Census 2016 only covered all businesses/ companies outside the
agricultural sector.

Before the addition of the Economic Census data, the BPS SBR data contained the data of 2006 Economic Census data
(Large and Medium Business), local administrative data (administrative data from local administrative sources) gathered
by BPS Provincial Offices, and profiling data. This means that until now, the SBR coverage in Indonesia came from six
data sources, included unincorporated Medium and Large units and quasi-corporations (see Figure 3.4).

Mexico:

In general, in countries where economic censuses are performed, the economic census capture part of the informal
economy and the coverage heavily depends on the type of observation unit used in the census. In Mexico,
information on the informal sector is obtained through the economic censuses and a survey called National Survey
for Micro-businesses. The survey is based on the identification of micro-business owners in their households. For
more information, please check the following link:
http://www.beta.inegi.org.mx/programas/enamin/2012/default.html

State of Palestine:

The economy in the State of Palestine is largely composed of establishments that are not registered in the official
records, which exceed half of the operating establishments. The main reason for the low registration rates is the political
situation, in which the government does not control all the territories of the State of Palestine.

The number of operating establishments in the economy is about 150,000 in 2017 based on the source of the general
census of population and buildings and establishments 2017. This means that the economy is characterized as a small
one and at the same time suffers from the spread of the informal sector because of the lack of government control
over the entire territory of the state.

As a result of this weakness of the official registers, the establishment censuses are carried out every 5 years. This
provides the framework for specialized studies as well as a detailed source of information.

Administrative registers are used to identify the large and medium establishments (partly) that entered the market
annually and are added to the sampling frame.

The main disadvantages of relying on censuses in the composition of the sampling frame is the cost and the lack of
updating at the level of the establishment during the period between the two censuses, which gradually reduces the
number of establishments by more than 25% on the eve of the implementation of the next census after five years,
There is a gap between the number of establishments in the framework and the number of establishments collected
by the census, sometimes reaching more than 40%, which causes a problem in the estimates of the economic indicators,
which requires revisions.

The above problem is addressed by using different sources to measure the appropriate adjusted factor as much as
possible to avoid the under coverage in the data, and the sources are:

- Labor force survey (household survey) to estimate the annual increase in the expected number of establishments.

- The Annual Establishments Survey is used to update the framework of closed establishments and estimate the rate
of change in the change in structural economic activity.

The results of the last census (2017) were used to link the available establishment records to different sources. 35%
of the units collected could be linked with available records. Main problems of this exercise were that there is no
single ID used by all sources, different units and recording mechanisms, not continuously updating procedures and
the Arabic language for the statistical record linkage methods.

South Africa:

Household Survey data show that there is a significant number of persons running non registered establishments in
South Africa. Most of which are in the informal sector. These establishments are relatively small when compared to
registered establishments in the formal sector. The informal production tends to be more labor intensive than formal
production. Therefore, the collection of economic data from small establishments should be investigated since the
small establishments account for a significantly higher fraction of employment in the informal sector than in the formal
sector.

The General Household Survey, the Quarterly Labor Force Survey and the Survey of Employers and Self-employed

(SESE) provide information on household income and expenditure and on informal labor market activities. These
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surveys vary to the extent to which information is provided related to the informal sector. Data from administrative
sources (When available) can also be used to supplement the survey data on informal sector economic activities.
The main aim of SESE is to provide information about the characteristics of businesses in the informal sector in South
Africa and to gain an understanding of their operation and access to services as reported in the SESE. The information
presented in the SESE supplements the Quarterly Employment Statistics (QES) survey which collects information from
formal sector businesses that are registered for VAT.
The main objectives of SESE are:

e To determine the contribution made by businesses which are not registered for VAT towards economic

growth (questionnaire has a filter question to ensure that no double counting takes place).

e To collect reliable data about people running businesses which are not registered for VAT.

e To identify the non-income tax paying and income tax paying businesses within the non-VAT paying
businesses.

e To produce comprehensive statistical information about informal sector businesses, at national and provincial
levels.

Currently, there is no sampling frame on which to base weights and raising factors for unregistered businesses in South
Africa. As a result, SESE 2013 is based on a household survey, consisting of two stages. The first stage involved
identifying individuals who are running businesses based on the Quarterly Labor Force Survey (QLFS). The second stage
involved a follow-up, when the owners of these businesses were interviewed, to determine the nature of their
businesses.

For each SESE survey, the criterion for inclusion depends on whether or not the business is registered for Value Added
Tax (VAT). Only persons who had businesses which were not registered for VAT were included. These businesses are
generally excluded from the Statistical Business Register which is used by Stats SA during surveys to assess the formal
economy.

Figure 3.4 SBR data sources in Indonesia:

Sector/Activity | Units Source Current Condition in Indonesia Covered
Type Recommendation in BPS
SBR?

Formal General Administrative data Administrative data collection (not yet Yes

government collection available)

Financial Administrative data Administrative data collection or Yes

corporation and | collection Economic Census 2016

quasi financial

corporation

Non-financial SBR-based enterprise e Economic Census 2016 Yes

corporation and | survey or e  Subject Matter Area agricultural

quasi non- administrative enterprise directories

financial collection where data

corporation. available

Not Profit e  Economic Census 2016 Yes

Institutions e Administrative collection where

registered as data available (not yet available)

household

enterprise
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Informal Non registered Area-based Economic Census 2016 - unincorporated Yes
non-agricultural | household enterprise | Medium and Large units that were
household survey, or estimation | included in the criteria agreed upon by
market where value is a Subject Matter Areas. For example, for
enterprise small. Construction Statistics Subject Matter
Area, the threshold/criteria for the
business to be included as the
unincorporated Medium and Large units
were those units that have grade 5, 6, 7 or
business scale 3 or 4. Another example,
for Large and Medium Industry Statistics
Subject Matter Area, the threshold/criteria
for the business to be included as the
unincorporated Medium and Large units
were those units that have total
employees<=20 or total
output<=2,500,000,000 IDR.
Household enterprise from Economic No
Census 2016
Informal Non-registered | Area based Subject Matter Area agricultural Yes
Agricultural agricultural agricultural survey enterprise directories
household
market
enterprise
Own use Non registered Area-based Agricultural Census 2013 No
production household non agricultural survey or
market estimation where
enterprise value is a small.
lllegal Corporation and | Ignore, or use 5 No
household experimental
enterprise estimation within
National Accounts.
Underground Corporation and | Estimation within - No
household national accounts.
enterprise

3.6Summary of coverage
recommendations

3.72 In principle as many types of enterprises as
possible should be included in the SBR. More complete
coverage of enterprises means that the SBR can, for
example, provide frames for a wider variety of surveys in
different sectors of the economy. On the other hand, the
more types of enterprises included the more sources have
to be used and the more maintenance have to be
undertaken. Thus, NSO decisions which categories of
enterprises to include should be based on the
appropriate international standards, the availability of
suitable sources, and the corresponding maintenance
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costs. A suitable source is one that provides coverage of
the units and their basic characteristics, is regularly
updated and can be readily acquired and processed by
the NSO.

3.73 In line with the viewpoint that SBR coverage
should be focused on the formal sector, as discussed in
section  3.24, Figure 35  summarises the
recommendations for SBR coverage for the various
categories of enterprises. It is provided as a guide only. It
can be used as a template by means of which an NSO can
describe the coverage of its SBR. An example from
Australia is presented in Figure 3.6.
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3.74 Whatever enterprise categories are covered, it is
important to ensure that all users, particularly the survey
and the national accounts units, are fully aware of the SBR
coverage criteria and the types and overall production of
the enterprises that are thus excluded from the SBR. They
must also be informed of any planned or unplanned
changes in the SBR coverage.

3.75 The survey and national accounts area within the
NSO should make appropriate provision for measuring or
estimating the economic production of enterprises that

Figure 3.5 Recommended SBR coverage

are not included in the SBR and/or for informing users of
missing coverage. For example, if informal non-
agricultural enterprises are excluded from the SBR but
their production is thought to be significant, then such
production should be measured by means of a two stage
household-enterprise survey. The first phase is a
household survey in which households having an
enterprise producing for the market are identified. The
second phase is a survey of these enterprises. The same
approach can be wused for informal agricultural
enterprises.

Recommended
Enterprise Type Additional information?
P yp SBR Coverage
Government Yes Component of formal sector.
Inclusion of units in the SBR is preferable but
having links in the SBR to data for government
units held in an administrative source is
acceptable.
Financial corporations and quasi-financial Yes Component of formal sector.
corporations (including those controlled by
government)
Non-financial corporations and quasi Yes Component of formal sector.
corporations
Non-profit institutions serving households Yes Component of formal sector.
Registered household enterprises (including  Yes Component of formal sector.

agricultural)

Own account®, non-registered non-
agricultural household market enterprises
excluding self-employed professionals

Own account®, non-registered non-
agricultural household market enterprises
that are self-employed professionals

Own account®, non-registered agricultural
household market enterprises

Non-registered, non-agricultural household
market enterprises with employees

Non-registered, agricultural household
market enterprises with employees

Household non-market enterprises

Yes, but only if
suitable
administrative
source available

Yes but only if
suitable
administrative
source available

Yes, but only if
suitable
administrative
source available

Yes, but only if
suitable
administrative
source available

Yes, but only if
suitable
administrative
source available

No

Component of informal sector.

If significant but no administrative source,
cover through two stage household-enterprise
survey.

Component of informal sector.

If significant but no administrative source,
cover through two stage household-enterprise
survey.

Component of informal sector.

If significant but no administrative source,
cover through two stage household-enterprise
survey.

Component of informal sector.

If significant but no administrative source,
cover through two stage household-enterprise
survey.

Component of informal sector.

If significant but no administrative source,
cover through two stage household-enterprise
survey.

If significant, cover their activities through two
stage household-enterprise survey.

3 Recommended coverage is provided on the assumption that the informal sector is defined as the set of household enterprises
that have market production but are not registered in the administrative source(s) on which the SBR is based. (See paragraph

3.26).
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Enterprise Type

Recommended
SBR Coverage

Additional information?

b Own account means self-employed with no employees.

Figure 3.6 Example - Australian SBR coverage

Included
Enterprise T . Additional information
terprise Type in SBR dditional informatio

Government Yes Government units are eligible for selection in labour
collections and other SBR based collections.
There is a link between the administrative government
finance units and government units on the SBR

Financial corporations and quasi- Yes These units are eligible for selection in labour collections

financial corporations and other SBR based collections.
A link between the surveys of financial information and
financial corporation units in the SBR is under
development.

Non-financial corporations and quasi Yes Micro corporations are separately identified

corporations

Non-profit institutions serving Yes Micro NPIs are separately identified

households

Registered household enterprises with Yes Micro units are separately identified

greater than a given number of

employees (including agricultural)

Registered household enterprises with No

less or equal to than a given number of

employees (including agricultural)

Informal own account?, non- No The coverage of the ABS SBR is based on entities which

agricultural household market have registered for an Australian Business Number.

enterprises excluding self-employed Registration is mandated for businesses above a size cut-

professionals off. So this sector is known to be very small

Informal own account®, non- Yes

agricultural household market

enterprises that are self-employed

professionals

Informal own account?, agricultural No The coverage of the ABS Business Register is based on

household market enterprises entities which have registered for an Australian Business
Number. Registration is mandated for businesses above
a size cut-off. So this sector is known to be very small

Unincorporated enterprises with Yes

employees, non-agricultural market

producers

Unincorporated enterprises with Yes

employees, agricultural market

producers

Household non-market enterprises No

3 Here, informal implies non-registered; own account implies self-employed with no employees.
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Chapter 4
Units in the SBR

4.1 Introduction
4.1.1 Content and references
4.1 This chapter describes the different types of

units from both a conceptual and an operational view.
The following broad groups of units are distinguished.

e  Statistical units — units defined for statistical
purposes, for which information is sought and for
which statistics are compiled; there are several
types of statistical units.

e Llegal, administrative and operational units — legal
units are recognised by law or society,
independently of the persons or institutions that
own it; administrative units are units that are
defined by a legal unit for the purposes of
conforming with an administrative regulation (for
example reporting units for accounting purposes
or taxation); operational units are defined by a
legal unit for the purposes of organising itself, for
example a division, branch, workshop, warehouse,
or outlet. All these units are the basis for creating
and maintaining statistical units.

e  Observation and reporting units - observation units
are the units about which data are actually
obtained during the course of surveys; reporting
units are the units from which data are actually
obtained.

42 The set of possible statistical units is usually
much broader than what is actually incorporated and
maintained in the SBR of a country. Which statistical
units should be incorporated and maintained in a
national SBR depends mainly on the requirements of
the business statistics system. Those statistical units
which are needed for business statistics should be
maintained in the SBR. The SBR should also be the only
source for deriving statistical units for survey purposes.
Only if this is the case coherent economic statistics with
consistency across sectors, countries and geographic
areas, and over time can be achieved. Statistical units
are not the only requirement for consistent data,
although a basic one. For international comparability
harmonized definitions of the statistical units as well as
harmonized implementation in the national SBRs are
required. Reduction in response burden achieved by
collecting data from administrative sources also
requires a common understanding of these units.

43 In most cases, a statistical unit is also an
observation unit and a reporting unit. However, the
three types of unit may differ, especially, for example,
when dealing with large and complex enterprises.
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44 Links between the different types of units are
important. Each NSO has to identify the differences
between legal units, administrative units, statistical
units and observation units and determine how it is
possible to bridge from one to another.

45 The main characteristics of the various types
of units and their links are presented in Chapter 5. The
general structure of the SBR database required to
support storage and access of units and their
characteristics is presented in Chapter 11.

4.6 The main references for this chapter are
Eurostat's Business Register Recommendations Manual,
the African Development Bank's Guidelines for Building
SBRs in Africa, 2008 SNA and ISIC Rev 4. Other sources
are footnoted and listed in References.

4.1.2  Brief presentation of units and problems
covered

Statistical units

47 Statistical units (SUs) about which information
is sought and for which statistics are ultimately
compiled are the crucial units in the SBR. They should
be economically significant, harmonised and have
associated with them all the characteristics required for
providing frames for economic surveys. They need to
be harmonised so as to underpin the production of
consistent statistics. They are not always directly
observable.

4.8 The main SUs used internationally are:

e  Enterprise group.
e  Enterprise.

e  Establishment, also called local kind-of-activity unit
(LKAU).

49 Other units with international acceptance are:

e  Kind-of-activity unit (KAU).
e Local unit.

4.10 A multinational enterprise group (MNE) is a
unit that crosses national boundaries. Until recently
individual countries have been interested only in those
parts of enterprise groups that operate within the
national boundaries. These are referred to as “truncated
enterprise groups”. Those enterprise groups comprising
enterprises that are all contained within the national
borders of a country are called all-resident groups.
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Developments in definitions of statistical units in
the European Statistical System (ESS)

411 The definitions of statistical units (SUs) were
laid down in a European Union Regulation in 1993. This
regulation defines the following SUs: enterprise,
institutional unit, enterprise group, kind-of-activity unit,
local unit and local kind-of-activity unit.

412 In the last decades economies have
undergone huge structural changes in the organisation
of the production. Both international trade and direct
investments in other countries have increased.
Enterprises that originally operated only in their home
country have become global, and the importance of
multinational enterprise groups has increased
considerably. At the same time the legal complexity of
the organisation of the enterprises has increased.
Enterprises that used to consist of one legal unit have
split their activities across a number of legal units. The
reasons for these splits are based on tax, liability, tariff
and other reasons, not only directly related to the
economic purpose of the enterprise.

4.13 In order to correctly capture the structure of
the economies and their development clarifications of
the statistical units were seemed necessary. It was also
the case that the statistical units were not uniformly
applied in European statistics resulting in
inconsistencies of the data both between the EU
member states as well as between the various statistical
domains.

414 It was therefore decided to develop up-to-
date and practical rules which should help for a better
harmonised interpretation and application of the
statistical units. The Guidelines will refer to some of
these operational rules for explanation of the concepts.

Legal, administrative and operational units

4.15 The SBR records not only data about the SUs
but also data about all the other types of units that are
needed in practice for the creation and maintenance of
the SUs. These types of units include:

e legal unit — a unit that is recognised by law or
society independently of the persons or
institutions that own it; this unit is pivotal in linking
administrative units and statistical units, because,
among other reasons, most administrative
registers are based on legal units.

e Administrative unit — a unit specifically designed
for the purposes of conforming to an
administrative regulation, for example VAT or
Social Security.

e  Operational unit — unit defined by a legal unit for
the purposes of organising itself, for example, a
division, branch, workshop, warehouse or outlet.

Observation and reporting units

416 In addition, for the collection of economic
data, two more types of units are defined:

e Observation unit - a unit, usually a statistical unit,
about which data are obtained during the course
of a survey. If a target statistical unit is not directly
observable, the corresponding observation unit
may be a legal unit or administrative unit linked to
the statistical unit. Mostly observation units are
legal or administrative units but they may also be
operational units.

e Reporting unit - unit from which data about an
observation unit are obtained during the course of
a survey.

Characteristics of units

417 For each of these types of units, a set of
characteristics is held in the SBR, such as economic
activity code, size code, institutional sector, whether
they are a market/non-market producer, and/or region
of operations. Such characteristics are of great interest
for economic analysis and are also needed as
stratification variables in the derivation of survey
frames. The main characteristics for each of the types of
units are discussed in Chapter 5.

In this survey:

e  Observation units may be the subsidiaries abroad.

Box 4.1 European survey on outward foreign affiliates

(All these types of units are described later in the chapter.)

e  Statistical units are enterprises operating abroad (foreign parts).

e Reporting units are often the global group heads or the highest level consolidation units, if different.
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4.2 Types of statistical units

418 As noted above, a statistical unit (SU) is a unit
about which information is sought and for which statistics
are ultimately compiled. It is the unit that provides the
basis for statistical aggregates and to which tabulated
data refer. Data for an SU may be directly observable, as
for example in the case where a statistical unit coincides
with a legal unit, or may be derived by splitting or
grouping data from observation units'? using statistical
estimation methods, or in some cases may be provided
directly by the respondent™.

419 In the national SBRs only resident statistical units
will be covered. Resident units are units that have their
centre of predominant economic interest in the economic
territory of that country (see also Chapter 3, section 3.2).

4.20 The various types of SUs are not independent,
but are linked to each other forming a statistical unit
model, that is, a conceptual framework of SUs and their
relationships. These relations are embedded in the SBR by
appropriate links. The most important relations are the
following ones.

e Each enterprise consists of one or more legal units.
(Very occasionally, in the situation where a split of
legal unit is appropriate, an enterprise may contain a
part of a legal unit.). Thus (except in cases where a
legal unit is split), each legal unit is attributed to only
one enterprise.

e In case where an enterprise consists only of one legal
unit, this legal unit corresponds to the enterprise.

e Each enterprise has one or more local units
(locations). Each local unit is attributed to only one
enterprise.

e In case where an enterprise has only one local unit,
this local unit corresponds to the enterprise.

e Each enterprise has one or more establishments (local
kind-of-activity —units). Each establishment s
attributed to only one enterprise.

e In case where an enterprise has only one
establishment, this establishment corresponds to the
enterprise.

4.21 The enterprise groups do not cover the whole
population of legal units. An enterprise group is defined
only in the situation where two or more legal units are
linked together by ownership or control. The enterprise
groups, therefore, do not cover the legal units which are
linked to enterprises that are not part of an enterprise

group.

422 When the statistical unit model is to be
transformed into an IT data model, each type of a
statistical unit should get a separate set of identifiers,
even if units of one type often correspond to units of
another type. Also the relations between units should be
depicted by separate data elements (links) and not
incorporated in the identifiers.

423 In defining standard statistical units, the two
most authoritative international sources are the 2008 SNA
and ISIC Rev. 4. As described in Chapter 3, 2008 SNA
introduces the notions of institutional unit and enterprise,
and of statistical units formed by partitioning an
enterprise.

e An institutional unit is defined as an economic unit
that is capable, in its own right, of owning assets,
incurring liabilities, and engaging in economic
activities and in transactions with other entities (2008
SNA: 4.2). On the basis of their principal functions,
behaviour, and objectives, institutional units are
grouped for national accounts purposes into five
mutually exclusive institutional sectors (2008 SNA:
4.17), namely non-financial corporations, financial
corporations, general government, non-profit
institutions  serving households (NPISHs) and
households.

e An enterprise can be regarded as core statistical unit
of the 2008 SNA. It is defined as the view of an
institutional unit producing goods and services (2008
SNA: 5.1), as further discussed in Section 4.4.

4.24 The 2008 SNA acknowledges that a large
enterprise may be engaged in several different types of
economic activities, at several different locations. The
treatment of such an enterprise for statistical purposes as
having a single type of activity at a single location would
distort the resulting statistics. Thus, 2008 SNA
recommends that large enterprises be partitioned into
smaller, more homogeneous producing units that can be
more precisely classified and that collectively represent
the enterprise as a whole as follows (2008 SNA: 5.12-14).

e The type of unit resulting from partitioning an
enterprise by its different economic activities is a
kind-of-activity unit (KAU).

e The type of unit resulting from partitioning an
enterprise by its different locations is a local unit.

e The type of unit resulting from partitioning an
enterprise by both its economic activities and its
locations is an establishment, also called local kind-
of-activity unit (LKAU).

12 Extension of definition in §5.27 of Working Paper on Statistical Business Registers, United Nations Statistical Division and Eurostat

(2011), which considers splitting units but not grouping them.

'3 This is often the case for enterprises in a large enterprise group that have been profiled for SBR purposes (as further discussed in
Section 6.6.4) and that may operate on a pure "gentleman’s agreement” basis.
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Figure 4.1 2008 SNA/ISIC Rev 4 statistical units model

No

Partition by activity
Yes

4.25 This set of statistical units is illustrated in Figure
4.1. The enterprise is the basic unit; all other units are
defined by partitioning the enterprise.

4.26 However, despite the widespread agreement
on the use of 2008 SNA and ISIC Rev 4, this model has
not been universally implemented. In practice, there are
deviations from the conceptual framework due to its
complexity and the amount of information required for
its implementation. Not all types of statistical units are
necessarily included in the SBR or used in the various
statistical domains.

Enterprise

Kind-of-activity unit

No

Partition by location

Yes
Local unit

Establishment (Local kind-of-activity
unit)

Recommended basic statistical units model

4.27 The basic model described in these Guidelines
(in Sections 4.3-4.5) is in line with the one recommended
in the AfDB SBR Guidelines. It is a simplification and
extension of the 2008 SNA model and is loosely based
on a 2008 European Union business register
regulation™, which requires that four units — namely,
legal unit, enterprise, local unit, and enterprise group -
need to be maintained in the national SBRs of the EU
member states.

The model comprises three hierarchically organized
statistical units, as illustrated in Figure 4.2, namely
enterprise group, enterprise and establishment (local
kind-of-activity unit).

Figure 4.2 Recommended statistical units model

Enterprise Group

n

A4

Enterprise

v

Establishment

428 The need for an enterprise group is recognised
in the 2008 SNA even though it is not defined. The 2008
SNA notes that large groups of corporations, or
conglomerates, may be created whereby a parent
corporation controls several subsidiaries, some of which
may control subsidiaries of their own, and so on. The
subsidiaries of a group may be resident in more than
one country. For certain purposes it may be desirable to
have information relating to a group of corporations as
a whole (2008 SNA: 4.51). The notion of an enterprise
group is essential in SBR construction and maintenance
as it is an important input for delineating and recording
the enterprises that belong to a conglomerate, and it is
vital for structural statistics as it facilitates linkage of

# Business Register (BR) Regulation (EC) No. 177/2008
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national operating enterprises to the foreign enterprises
that control them.

4.29 The way in which the model fits with the
economic and administrative worlds it aims to represent
is illustrated in Figure 4.3.

e The linkage between an administrative unit and a
statistical unit is typically through a legal unit but in
more complex cases may be through an enterprise
group.

e Conceptually, an enterprise could also be
delineated at the multinational level. However, in a
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national SBR the delineation of an enterprise is
normally restricted to the national territory.

e An establishment is always located in a specific
country or a specific region within a country.

e Even though an enterprise is usually equal either to
a legal unit, or to the combination of a number of

legal units, the definition allows a legal unit to be
split into parts, each part being an enterprise.

430 If required, the basic model can be extended to
include local units in accordance with the 2008 SNA
model (2008 SNA: 5.13).

Figure 4.3 Links between statistical and administrative Units’>

ADMINISTRATIVE WORLD

Legal unit Legal unit 1 <

Control relation

Legal unit 2

-

\

: e.g., through profiling

Derive enterprise units from the group,!

~~~~~

One-establishment

Multi-establishment

Enterprise Enterprise
Establishment Establishment 1 Establishment 2
Local kind of Local kind of Local kind of
activity unit activity unit activity unit
STATISTICAL WORLD

'> Source: Working Paper on Statistical Business Registers, United Nations Statistical Division and Eurostat (2011)
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Box 4.2 European treatment of enterprise group

The enterprise group is one of the statistical units that needs to be implemented and maintained in the SBR of the
EU member states according to the Regulation (EC) 177/2008, the so-called “BR regulation”.

The Eurostat BR Recommendations Manual (21.27-21.26) states that:

“Whereas the enterprise is an actor in the economy at the level of the production process, with relative autonomy
with respect to the allocation and use of its current resources, the enterprise group is an actor at a more strategic
level taking strategic decisions on behalf of its constituent enterprises (e.g. on product policies, on major expansions,
etc.). Since the enterprise group as a whole is subject to demographic events, the statistical unit ‘enterprise group’ in
the register must be maintained according to special continuity rules for the global, truncated and all-resident

groups.”

The characteristics of an enterprise group represent properties of the group at global or national (truncated or all-

resident) level.

4.3 Enterprise group (and truncated
enterprise group)

431 Statistics based on enterprise groups are
presently not very far developed, but with increasing
globalisation, they are progressively becoming of more
interest. Statistics using enterprise groups as statistical
units are also useful for the analysis of market
concentration.

4.32 Enterprise groups are also important for
delineating enterprises within a group. They are needed
for compiling data on the impact of multinationals on an
individual country’s economy, presently mostly in terms
of inwards and outward foreign affiliate statistics (FATS)
and foreign direct investment (FDI) statistics.

433 Ideally, delineation of the enterprises within an
enterprise group should be done using a top-down
approach, starting from the enterprise group level, in
consultation with the global group head or the global
decision centre. This is easiest when the global group head
or the global decision centre is resident in the country
where the delineation is to be done. In cases where only
a part of an enterprise group is resident in that country,
cooperation and data exchange between the SBRs in all
relevant countries is required to delineate all the
statistical units belonging to the enterprise group and the
corresponding  truncated enterprise groups and
enterprises in a coherent way. However, such cooperation
is not easy to achieve and data protection restrictions
might make it impossible to exchange micro data
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between the NSO of different countries. This means that
the top-down approach may not be feasible and thus a
bottom-up approach, starting from legal units belonging
to the enterprise group resident in the country, may be
the only way to delineate the statistical units.

434 The interest in enterprise groups is not related
to the degree of development of an economy but to the
shares of the main economic aggregates (such as
production, value added, and foreign trade) that these
enterprise groups control, whether the control is national
or foreign. In consequence it is very important to identify
enterprise groups, using appropriate methods, even if
they are few in number.

435 As previously mentioned, the concept of
enterprise group is supplementary to the 2008 SNA
model. In fact, consolidation of enterprises into groups is
an item on the SNA Work Group research agenda. As the
2008 SNA does not provide a definition of enterprise
group, EU regulations and research outputs are the best
sources.

4.3.1 Definition of enterprise
(and truncated enterprise group)

group

436 In the absence of an internationally agreed
definition of an enterprise group the EU definition and
operational rules may be referred to. Thus, the definition
of enterprise group and the associated operational rules
below are drawn from documentation agreed by the
Eurostat Task Force on Statistical Units in spring, 2014.
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Definition and explanations

437 An enterprise group is a set of legal units bound
together by legal and/or financial links under the same
control.

438 Control over a legal unit is defined as the ability
to determine general corporate policy. It can be exercised
by (a) owning more than half of the voting shares, (b)
having the right to appoint or remove a majority of the
members of the management, (c) having the right to
exercise a dominant influence over it, (d) controlling more
than half of the shareholders' voting power of another
legal unit directly or indirectly, or otherwise (e) proving
that there is de facto control exercised. Indirect control
refers to controlling a legal unit via another legal unit. This
includes also cumulative control, i.e. controlling two or
more legal units that together own more than half of the
voting shares of the legal unit in question.

439 An enterprise group is controlled by its global
group head (GGH). The GGH is defined as the unit (legal
or natural person) which controls all legal units of the
group and is not controlled by any other legal unit. The
parent legal unit, which is not controlled by any other unit
and thus the head of the enterprise group, does not
necessarily need to be subject to accounting obligations.
This may be the case if the group head is a natural person
or the government. Consequently, the unit at the highest
consolidation level is not in every case identical with the
group head.

4.40 The subsidiary enterprises of a subsidiary
enterprise are considered to be subsidiaries of the parent
enterprise.

4.41 An enterprise group is always controlled by a
single GGH. Typically a GGH controls just one enterprise
group, however may control more than one.
Consolidation of the accounts at a level below the GGH
and the existence of several consolidated accounts is an
indication that a GGH controls several enterprise groups.

442 The unit carrying out the actual management of
the enterprise group is named the global decision centre
(GDQ). It is not necessarily identical with the GGH.

443 Shares of affiliates’ undertakings have to be
listed in the balance sheet of a company®.

444 All the legal units forming the enterprise group
have to be consolidated in its accounts. If the GGH is
identical with the highest level consolidating unit, it is
included in the accounts as well. Legal units not
consolidated but controlled by the GGH form also part of
the enterprise group.

445 If the GGH does not produce consolidated
accounts and reports, the legal unit below the GGH which
has to produce consolidated accounts and annual reports
is called the highest level Consolidation Unit and
determines the consolidation perimeter of the enterprise
group.

43.2 Link between national and global views:
truncated enterprise group

4.46 In practice, an enterprise group may be an all-
resident enterprise group (otherwise known as domestic
group or national group) or a multinational enterprise
group (either domestically controlled or foreign
controlled). For the purposes of a national SBR, it is useful
to define the concept of a truncated enterprise group of a
multinational enterprise group.

Definition

447 The part of a multinational enterprise group that
comprises only the legal units resident in the particular
country is defined to be a “truncated enterprise group”
within that country.

448 If the parent is non-resident it is possible that
the truncated enterprise group consists of several
seemingly unlinked units and subgroups.

4.49 A truncated enterprise group may comprise just
one unit, a parent or subsidiary, in the national territory.
Such truncated enterprise groups may be difficult to
identify based on national information only.

Box 4.3 BPM6 terminology of local and global enterprise groups

The Balance of Payments and International Investment Position Manual, sixth edition (BPM6) refers to local and global
enterprise groups. “Groups of enterprises are sometimes identified in defining and classifying direct investment.
Although enterprises are the basic unit of economic statistics, a single owner or group of owners may have control of
more than one enterprise, so they may act in a concerted way and the transactions between the enterprises may not
be driven by the same concerns as ‘arm’s-length’ transactions, that is, those with unrelated enterprises.” Also,
“Enterprise groups may be either global or local. A global enterprise group refers to an investor and all the enterprises
under that investor, whereas the local (or territory-specific) enterprise group refers to an investor and the legal entities
under that investor that are resident in the reporting economy. Business accounting may cover groups of related
corporate entities (consolidated accounts) including entities that are resident in different economies. However, entities
in different economies are not aggregated for macroeconomic statistics that have a focus on an economy. The

16 Following the EU Seventh Council Directive and its amendments.
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concepts of global enterprise groups and local enterprise groups are used in the OECD Benchmark Definition of

Foreign Direct Investment. The global enterprise group is also called a multinational enterprise.

Further, the OECD Benchmark Definition of Foreign Direct Investment, fourth edition 2008, in its Foreign Direct
Investment Glossary states “A multinational enterprise group consists of all the enterprises located in different
economies and under the control or influence of the same owner wherever located. An economy-specific enterprise
group consists of all the enterprises located in the same economy and under the control or the influence of the same
owner also located in the same economy. Ownership links that are external to the economy are not recognized in the
formation of local enterprise groups.” For examples of local and global enterprise groups see OECD Benchmark
Definition, Figure A.4.10 and paragraphs 504 and 505. See also the Coordinated Direct Investment Survey Guide — 2015,
paragraphs 2.33 and 2.34 and examples of local enterprise groups in figures 2.1and 2.2.).

w17

4.3.3 Identifying enterprise groups in practice
Profiling

450 Identification of an enterprise within and
enterprise group should, in principle, be made on the
basis of the structure and the perimeter of the enterprise
group. In order to correctly delineate the enterprises
within an enterprise group it is recommended that for the
most important enterprise groups the NSO contacts the
enterprise group head or the global decision centre, in
order to study the managerial, accounting and legal
structure of the enterprise group and the links with legal
units. This may lead, in exceptional cases, to splitting a
legal unit by allocating its parts to several enterprises
within the enterprise group.

4.51 The process of delineating of the statistical units
within an enterprise group is called "profiling” (see
Chapter 6, section 6.6.4 for details). It can involve different
approaches. In case of large and complex enterprise
groups “intensive” profiling based on comprehensive
contact with the enterprise group is recommended. As
the data collected from the large and complex groups
usually have great impact on the statistical aggregates, it
is useful devote appropriate resources to these units. For
smaller and less complex groups it may be sufficient to
delineate the statistical units on the basis of the published
accounts and similar information that is directly available.

Group boundary

452 The usual starting point in establishing the
boundary (also called perimeter) around an enterprise
group is to consider the consolidated accounts it
contains. In order to delineate enterprise groups based
on mutually exclusive accounting groupings, the
following rules are applied.

e Consider accounting groups at the highest
consolidation level possible (often the GGH).

e Include in an enterprise group the units for which the
accounts are entirely integrated in those of the
consolidating company, and not the units whose

accounts are treated differently (by the equity
method in which only the profits and the value of the
owned share of equities are consolidated).

e Add majority-controlled units with accounts not
included in the overall consolidating by virtue of
application of one of the criteria allowed by the
seventh Directive '8, ie. difference in the type of
activity or small relative size.

e Discount temporary links of less than a year (which
means not including temporarily affiliated units in
the enterprise group).

Special cases of global group heads

453 The GGH of an enterprise group is the enterprise
corresponding to the parent legal unit, i.e., the legal unit
that is not controlled either directly or indirectly by any
other legal unit. The enterprises it controls are referred to
as affiliates. Affiliate enterprises of an affiliate enterprise
are considered to be subsidiaries (sub-affiliates) of the
parent enterprise. However there are some forms of
cooperative or mutual associations where the ownership
is reversed, the "parent” enterprise being actually owned
by the units of the group.

4.54 When the GGH does not manage the enterprise
group, usually the decisions are taken by the affiliate
called global decision centre (GDC). The SBR has to collect
the identification numbers and characteristics of the GGH
and of the GDC in order to differentiate them clearly when
relevant.

4.55 When the GGH and the GDC are not located in
the same country, the enterprise group may be counted
twice in supra-national aggregates, that is, in both the
GGH country and in the GDC country. Thus, coordination
between countries is useful. Such coordination exists in
the EU, with the EuroGroup Register as one example. The
enterprise group is considered to be a resident of the
GDC country and not of the GGH country, when the two
countries are different.

7 IMF, 2009. Balance of Payments and International Investment Position Manual, sixth edition (BPM6), para. 4.54-55.
'8 EU legislation based on Article 54(3)(g) of the Treaty on consolidated accounts.
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4.56 The concept of control implies that natural
persons cannot be part of a chain of control unless they
are at the top of the structure. However, natural persons
may not be recorded in the SBR because they are not
considered “legal units”. Exclusion of natural persons
being group heads can reduce comparability of
enterprise groups.

457 There are a number of other special cases of
group heads. The group head may, for instance, be a non-
profit body, trust, the state, provincial or local
government. In general, they are regarded as legal units
and can thus be handled according to the normal rules as
controlling units, although their involvement in the
practical management and decision-making of the
enterprise group may vary a great deal. It is also
noticeable that the state may control many enterprise
groups via one or several ministries and these should not
be combined when they operate in different economic
activities.

Conglomerates and sub-groups

4.58 An enterprise group may correspond to a
conglomerate held together by a network of complex
relationships, in which case it frequently covers a very
wide range of activities. Subgroups can often be identified
within enterprise groups.

459 It is useful to identify all (majority and minority)
links between the GGH and a controlled legal unit via the
network of subsidiaries and sub-subsidiaries. This allows
the group's entire organization to be depicted.

Multinational groups

4.60 The major challenge is that NSOs in general
have only very limited information on the non-resident
part of multinational enterprise groups. Statistical surveys
and commercial data providers may assist in providing
some information. However, it is difficult from a national
perspective to “see the whole elephant”'® or for all the
NSOs involved to have the same view of a multinational
enterprise group. Nevertheless this should be the aim of
each SBR. Evidently there is more chance of this being
possible for a multinational enterprise group that resides
entirely within EU member states where there are
programs for collaboration than for a group involving
countries where no such collaboration exists.

4.4

461 The enterprise is the core statistical unit.
According to the 2008 SNA and ISIC Rev. 4, it is the level
of statistical unit at which all information relating to
transactions, including financial and balance-sheet
accounts, are maintained, and from which international
transactions, an international investment position (when

Enterprise

applicable), consolidated financial position and net worth
can be derived?®.

4.62 The following sections provide a definition of
enterprise based on this approach and provide some
guidance on how to delineate enterprises.

4.4.1 2008 SNA and ISIC Rev. 4 definitions of
enterprise

2008 SNA definition

4.63 An enterprise is the view of an institutional unit
producing goods and services. The term enterprise may
refer to a corporation, a quasi-corporation, a non-profit
institution (NPI), or an unincorporated enterprise. (2008
SNA: 5.1).

4.64 In this context, as previously noted, an
institutional unit is an economic entity that is capable, in
its own right, of owning assets, incurring liabilities and
engaging in economic activities and in transactions with
other entities. There are two main types of units in the real
world that may qualify as institutional units, namely
persons or groups of persons in the form of households, and
legal or social entities. (2008 SNA: 4.2-3).

4.65 The main attributes of institutional units are
described as follows.

a) An institutional unit is entitled to own goods or
assets in its own right; it is therefore able to exchange
the ownership of goods or assets in transactions with
other institutional units.

b) It is able to take economic decisions and engage in
economic activities for which it is itself held to be
directly responsible and accountable at law.

c) Itis able to incur liabilities on its own behalf, to take
on other obligations or future commitments and to
enter into contracts.

d) Either a complete set of accounts, including a
balance sheet of assets and liabilities, exists for the
unit, or it would be possible and meaningful, from an
economic viewpoint, to compile a complete set of
accounts if they were to be required.

ISIC Rev. 4 definition

4.66 An enterprise is an economic transactor with
autonomy in respect of financial and investment decision-
making, as well as authority and responsibility for
allocating resources for the production of goods and
services. It may be engaged in one or more productive
activities.

4.67 An enterprise may be a corporation (or quasi-
corporation), a non-profit institution or an unincorporated
enterprise. ~ Corporate enterprises and  non-profit
institutions are complete institutional units. On the other
hand, the term “unincorporated enterprise” refers to an

19 “Seeing the whole elephant: A proposed experiment on measuring the activities of multinational enterprises”; Richard Barnabé;

Statistics Canada 2003.
20 From ISIC Rev. 4 Introduction.
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institutional unit - a household or government unit - only
in its capacity as a producer of goods and services.?’

4.68 The limitations of these definitions are that they
do not take into account the relationship between
enterprises and the enterprise groups to which they may
belong.

4.4.2 European definition of enterprise

4.69 The following European definition?? seems more
operational, but has not been fully applied in the member
states so far.

Definition

4.70 An enterprise is the smallest combination of
legal units that is an organizational unit producing goods
or services which benefits from a certain degree of
autonomy in decision-making, especially for the allocation
of its current resources.

4.71 An enterprise carries out one or more activities
at one or more locations.

472 An enterprise may be a sole legal unit.

473 A unit is deemed to be an enterprise if it

a) operates the necessary factors of production (e.g.
human resources, capital, technology, land and in
particular management);

b) accesses the necessary controlling system, e.g. an
integrated cost calculation, which covers the main,
secondary and ancillary activities of the unit deemed
as enterprises, and

¢) has adequate managerial structures, i.e. managers
that can decide about the production process and
about the economic transactions.

474 An enterprise group consisting of two or more
legal units may be viewed as a single enterprise if the
enterprise group performs its activities under a single
management and operates as one organisational unit.

Implementation notes

4.75 The enterprise is an economic unit that can, in
certain circumstances, correspond to a grouping of
several legal units. There are two main cases.

e Some legal units perform activities exclusively for
other legal units and their existence can only be
explained by administrative factors (e.g., tax reasons)
as they have no economic significance. Typically, the
activities of these legal units should be seen as
ancillary activities of the parent legal unit they serve,
to which they belong, and to which they must be
attached to form an enterprise. Many of these legal
units either have no direct employment, or are the
employer of the whole workforce of the group.

21 Explanatory Notes in ISIC Rev. 4 Introduction.
22 EU 1993 Statistical Units Regulation.
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e The enterprise is autonomous as far as production
(including allocation of current resources) is
concerned. Financial and most structural decisions
are taken at a higher level in the enterprise group to
which the legal units belong.

476 If a legal unit performs one or more ancillary
activities for other legal units within the same enterprise
group, it has to be considered to be an ancillary legal unit.
In this case it is not considered an enterprise. The outputs
of the ancillary legal unit have to be consolidated as
inputs for the other units of the enterprise group and its
data have to be consolidated within the enterprises which
consume these outputs.

477 In case the output of the legal unit, which
performs one or more ancillary activities, is only partly
consumed by the other legal units, and the ancillary legal
unit sells to a third party on a regular basis, it may be
treated as an enterprise.

478 As explained in section 4.4.1 an enterprise
should have autonomy in respect of financial and
investment decisions, as well as authority and
responsibility for allocating resources for the production
of goods and services. An enterprise derives its autonomy
from the common ownership and control of its resources,
irrespective of the number of legal units under which it
registers them (ISIC Rev. 4, paragraph 94). Therefore, legal
units that do not fulfil the autonomy criterion may not be
viewed as separate enterprises. They should rather be
combined with respective other legal units of the same
enterprise group until they together build an enterprise
that has autonomy. A legal unit which is not controlled by
another legal unit has thus by definition autonomy and
should be treated as an enterprise. This will be the case
for the great majority of the legal units as they are not
part an enterprise group.

479 Candidates for combining legal units to
delineate an enterprise are only those legal units which
are part of an enterprise group, which is defined as a set
of legal units bound together by legal and/or financial
links under the same control. The delineation of
enterprises within an enterprise group could be done by
a profiling process. Profiling starts with the legal structure
and identifies the operating and organisational group
structure; having identified these the criteria for
enterprises are applied and this results into the
appropriate enterprises and their constituent legal units.
It should be noted that also within enterprise groups a
single legal unit might be regarded as an enterprise when
it fulfils the enterprise criteria. An enterprise group can
therefore have one or more than one enterprise.

4.80 A legal unit or part thereof located in one
country may carry out exclusively ancillary activities inside
the enterprise group and deliver its services to more than
one enterprise of the enterprise group it belongs to. If the
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enterprises that receive the ancillary services have
locations in one or more other countries, the legal unit
providing these services is by convention treated as an

enterprise and is classified according to the activity it is
performing.

Box 4.4 Legal units in enterprise groups in France

criteria.

Some public companies or newly privatised companies (as in rail transport - SNCF - or in postal and financial activities
- La Poste) are profiled into several enterprises that have different activities and that may belong to different
institutional sectors, for example, financial and non-financial sectors. The Global Group Head (GGH), which in these
cases is also by far the biggest legal unit of the enterprise group, is organised into different business units (autonomous
operational divisions) that are defined as enterprises. Thus, the legal unit has been split in line with the organizational

443 Simplified correspondence between legal
units and enterprises

4.81 While it is recommended that all NSOs
introduce enterprises as distinct from legal units into their
SBRs, itis recognised that an enterprise as defined in 2008
SNA, ISIC Rev. 4 or in the current European definitions,
may not be practically implementable in all countries.
Data on the basis of which to combine legal units to form
an enterprise may not be available, or the SBR system
may currently not support the separate recording of legal
units and enterprises as distinct units.

4.82 In the absence of data at enterprise level, it is
acceptable that statistical data and demographic data are
produced on the basis of legal units. However, in
adopting this approach it is highly recommended that the
notion of enterprise be kept separate from that of legal
unit, leaving the way open in the future to be able to
distinguish and treat individually the most important
cases where enterprises that are part of large enterprise
groups (whether foreign or domestic) are not coincident
with legal units.

Box 4.5 AfDB SBR Guidelines recommendation for enterprise definition

The AfDB Guidelines recommend that legal units and enterprises are defined to be in one-to-one correspondence in
the sense that there is one and only one legal unit per enterprise. The benefit of this approach is that it is simple and
easy to operationalize. An enterprise is created for each active or potentially active legal unit.

4.5 Establishment
4.5.1  Introductory remarks
4.83 As discussed in Section 4.2 and illustrated in

Figure 4.1, in partitioning an enterprise by economic
activity and geography, the establishment incorporates
both the kind-of-activity dimension and the locality
dimension. In Europe, the unit equivalent to the
establishment is called the local kind-of-activity unit
(LKAU,).

4.84 For national accounts purposes, industries are
defined in terms of establishments. An industry consists
of a group of establishments engaged in the same, or
similar, types of activity. Although it is possible to use the
enterprise as the unit for providing data by industries,
some of the resulting industries are likely to be very
heterogeneous when enterprises have secondary
activities that are very different form their principal
activities. It is therefore greatly preferable to partition
large, complex enterprises into more homogeneous units,
such as establishments, for which production data can be
compiled.

4.85 According to the ISIC Rev. 4 the establishment
should be used for the analysis of transactions in goods
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and services and for the compilation of the production
account. Furthermore, policy makers interested in
investigating regional (state, county, local area)
differences want structural data at sub-national level, as
provided by data at establishment (or local unit) level.

4.5.2 ISIC Rev. 4 Definition of establishment

Definition

4.86 The establishment is defined as an enterprise or
part of an enterprise that is situated in a single location
and in which only a single (non-ancillary) productive
activity is carried out or in which the principal productive
activity accounts for most of the value added.

4.87 The 2008 SNA definition is essentially the same.
Although it does not specifically include the non-ancillary
criterion, this is implied.

4.88 In the case of most small and medium-sized
businesses, the enterprise and the establishment
coincide. Large, complex enterprises that are engaged in
many economic activities belonging to different ISIC
industries are likely to be composed of several
establishments provided that production data can be
compiled for these smaller, more homogeneous
production units.
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4.89 The breakdown of an enterprise into two or
more establishments is only required if it has locations
situated in two or more different regions and/or it has
two or more different, economically significant activities.
Thus, only a small number of enterprises will be split into
establishments. However, these will be the larger
enterprises and collectively they will have a large share of
the resulting industry data. In cases where an enterprise
is not split into establishments, the enterprise will equal
to the establishment.

4.5.3 Implementation notes
4.90 The establishment is designed as the statistical
unit for which certain data, mainly production,

intermediate consumption, investment and employment
data, can be surveyed and compiled. However, some
enterprises do not have book keeping practices that allow
delivery of data at establishment level. In such a case
either the enterprise may be considered as consisting of
only one establishment (equal to the enterprise) or the
NSO may estimate the required economic indicators
based on other basic information provided by the
enterprise. The first alternative is less preferable as
heterogeneous enterprises not split into establishments
negatively influence the homogeneity of the aggregated
industry data.

491 Current European regulations do not require the
establishment to be directly maintained in the SBR?. In
addition to the estimation method data for
establishments may also be approximated from local
units maintained in, or by means of, administrative
registers. Often, but not always, establishments and local
units are in one-to-one relationship, in particular for small
and medium-sized businesses.

4.6 Other statistical units

492 The enterprise group, the enterprise and the
establishment are the three most important statistical
units recommended by these Guidelines. However, an
NSO may wish to use either or both of two additional
types of statistical unit defined by the 2008 SNA, namely
the kind-of-activity unit (KAU) and the local unit, as
previously discussed and illustrated in Figure 4.1.

4.93 The need for the establishment unit is based on
the assumption that the aim of the statistical programme
is to compile production or production related statistics
that are classified both by activity and by geographical
region. In circumstances where precision in both
geographic and economic activity dimensions is not
required simultaneously, the KAU and/or the local unit
may be more appropriate.

4.6.1 Kind-of-activity unit

2008 SNA definition

4.94 A kind-of-activity unit (KAU) is an enterprise or
part of an enterprise that engages in only one kind of
productive activity or in which the principal productive
activity accounts for most of the value added. (2008 SNA:
5.12).

4.95 Each enterprise must, by definition, consist of
one or more kind-of-activity units.

Implementation notes

4.96 The unit is characterized by homogeneity of
activity. Compared with the establishment, there is no
restriction on the geographic area in which the activity is
carried out. When partitioned into two or more kind-of-
activity units, the resulting units must be more
homogeneous with respect to output, cost structure and
technology of production that the enterprise as a whole.

employment and gross fixed capital formation.

Box 4.6 Example from European Union statistical units regulation (1993): definition of the LKAU

In Europe, the unit equivalent to the establishment is called a local kind-of-activity unit (LKAU). 1t is the part of a kind-
of-activity unit (KAU) that corresponds to a local unit. A local unit is an institutional unit, or part of an institutional unit,
producing goods or services situated in a geographically identified place.

An LKAU groups all the parts of an institutional unit in its capacity as producer contributing to the performance of an
activity at class level (four digits) of the NACE Rev. 2 and corresponds to one or more operational subdivisions of the
institutional unit. The institutional unit's information system must be capable of indicating or calculating for each LKAU
at least the value of production, intermediate consumption, compensation of employees, operating surplus and

An LKAU may never belong to two different institutional units.

497 Analogous to the treatment of the
establishment, partitioning of the enterprise into kind-of-
activity units shall primarily be done for large and
complex enterprises. Also the use of estimation methods
may be encouraged in cases where the enterprise is not
able (or willing) to provide the economic indicators for

232008 BR regulation” (Regulation EC 177/2008).
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the kind-of-activity units.
4.6.2 Local unit
2008 SNA definition

498 A local unit is defined as an enterprise or a part
of an enterprise (for example, a workshop, factory,
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warehouse, office, mine or depot) which engages in
productive activity at or from one location. Location may
be interpreted according to the purpose narrowly, such
as at a specific address, or more broadly, such as within a
province state county, etc. (2008 SNA: 5.12).

499 The definition refers only to the geographic
dimension; it does not refer to the kind of activity that is
carried out. The local unit thus defined is conceptually
different from a legal or an administrative unit (as
described in later sections). However, it may coincide with
such a unit, or be defined on the basis of such units.

4100 Each enterprise has at least one local unit,
namely the location where the enterprise is registered as
legal unit.

4101 More than one activity of an enterprise may take
place at a local unit. A local unit may also comprise only
ancillary activities. It is recommended that such local units
are marked in the SBR. They might also have two
classification codes assigned: the one of the activity of the
local unit and the main activity code of the enterprise.
These different codes might be used for different
purposes. For business statistics the data will be tabulated
on the basis of the main activity of the enterprise and for
establishment and regional statistics on the basis of the
actual activity performed in the local unit.

Implementation notes

4102 For the concept of a local unit physical
geographical location matters. A single location is
4.106

normally best approximated by the corresponding postal
address. Several physical locations of the same enterprise
within the same community, or within the same region,
are to be treated as several local units of that enterprise.

4103  The physical allocation of a local unit may be
within a building, may correspond to a building or may
comprise more than one building. In the last case, the
various buildings do not form separate local units if they
are physically close together and have a common postal
address.

4104  Alocal unit may not be situated in a building at
all. In this case other criteria are used in identifying the
local unit. A postal address may not exist (for example for
a mining site). However, identification may be defined in
terms of geographical coordinates or other geographical
measures (for example, the estate number in an
administrative land register).

4.105  Certain economic activities may be performed
outside the physical locations of the enterprise, for
instance at a customer’s address, at fairs, during door-to-
door sales, etc. These types of location are not to be
considered to be local units. Instead the sites from where
the activities are organised is considered to be the local
units. Such activities are treated as if they are carried out
at the local unit from which they are organised. The same
holds for the activities in transportation where the
economic service is transportation of goods and persons
over the area.

Box 4.7 Example: European Union statistical units regulation (1993): definition of local unit

The European definition of local unit is quite precise about location and employment:

A local unit is an enterprise or part thereof (e.g., a workshop, factory, warehouse, office, mine or depot) situated in a
geographically identified place. At or from this place economic activity is carried out for which, save for certain
exceptions, one or more persons work (even if only part-time) for one and the same enterprise.

Explanatory notes:

1. If a person works in more than one place (maintenance or surveillance) or at home, the local unit is taken to be the
place from which instructions emanate, from where the work is organized (or in which the person monitors the
production). It must be possible to specify the employment attached to any local unit (bearing in mind that workers
might be under contract and not legally employed by the legal unit at the local unit location). All legal units that serve
as the legal basis for an enterprise or a part thereof must have a local unit which is the registered office, even if nobody
works there. Moreover, such a local unit can comprise only ancillary activities.

2. A geographically identified place must be interpreted on a strict basis: two units belonging to the same enterprise
at different locations (even within the smallest administrative unit of the Member State) must be regarded as two local
units. However, a single local unit may be spread over several adjacent administrative areas, in which case, by
convention, the postal address is the determining factor.

3. The boundaries or the unit are determined by the boundaries of the site, for example, a public highway running
through does not interrupt the continuity of the boundaries. The definition is similar to the one in paragraph 101 of
the introduction to ISIC Rev. 3 in that it concerns localization in the strict sense of the term, but differs from the
definition in paragraph 102 in that this strict sense may not vary according to the statistics under consideration. In
addition, the criterion of persons working in the unit is normally applied.

4108 To be defined as a local unit there should have
one or more persons working (even if only part-time) at
or from the unit. However, in case of seasonal activities, a

4107 In case that the economic activities are
performed at the private residence of the entrepreneur,
this address is also the address of the local unit of the
enterprise.
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local unit may have unstaffed premises during a certain
period of the year.

4.7 Legal unit - pivotal between
administrative units and statistics

4109  Although enterprises and legal units are usually
closely related, the two concepts should not be confused.
While legal units are independent in a legal sense, they
may not necessarily constitute independent economic
units with decision-making autonomy for their activities,
i.e., enterprises. Data from legal units without decision-
making autonomy may not be comparable with data from
legal units with decision making authority.

4.110  Legal units play a pivotal role in the construction
and use of an SBR. Administrative data about economic
units are mainly available from legal units. Legal units are
often the reporting units from which information is
collected about enterprises (as contact and address
information is usually available for legal units). Thus the
links between the legal units and the corresponding
enterprises should be always maintained in the SBR.

4111 Whilst legal units are usually the building blocks
used in defining enterprises they are not themselves
necessarily standardised and comparable across countries
since they reflect national administrative and legal
requirements, which may differ across countries.

4112  While the focus of the SBR is typically
businesses, i.e., legal units engaged in commercial
economic market-oriented production, the SBR may
include other legal units, for example non-profit
institutions (NPIs) and government units.

4113  Administrative regulations usually apply to legal
units. However, in responding to the requirements of a
particular regulation, and in interacting with the
corresponding administrative authority, a legal unit may
register and report on the basis of one or more parts of
itself, referred to in these Guidelines as administrative
units. Administrative data are available for these
administrative units.

4114  Thus, although in most cases a legal unit has a
single administrative unit for a single administrative
source, in some cases, often the most important ones, a
legal unit has several administrative units for a single
administrative source. Furthermore, the sets of
administrative units are typically different for different
administrative sources. As administrative data are the
major input for the SBR, understanding and recording the
relationships between the legal units and the various sets
of administrative units is vital.

limited partnership.

with the society, etc.

¢  Non-profit making body.

and state and local authority monopolies.

Box 4.8 European Union member states typically support the following legal forms
e Sole proprietorship: enterprise owned exclusively by one natural person.
e Partnership: association of persons who conduct a business under a collective name. It can take the form of a

e Limited liability company: enterprise that is a joint-stock company, limited partnership with share capital, or private
limited company. (Harmonized rules at European level governing the publication of accounts for these types of
companies are laid down by the Fourth Council Directive).

e  Co-operative society: body established by law in a country, observing a number of general principles, for example
may be entitled to provide services only to members, profits often distributed in proportion to members’ dealings

Enterprise with other form of legal constitution: this group includes nationalized industries, publicly-owned enterprises,

4.7.1 Definition of legal unit

4115  Legal units are recognized by law or by society,
independently of the persons or institutions that own them.
The characteristics of a legal unit are the following: they
own assets, they incur liabilities and they enter into
transactions with other entities (contracts) .

4116  Legal units include:

e Legal persons whose existence is recognized by law
independently of the individuals or institutions which
may own them, or are members of them.

e Natural persons who are engaged in an economic
activity in their own right as independent self-
employed producers.

4117  Alegal unit can be a single entity, controlled or
not controlled by another legal unit, or, in some countries,
controlled by a group of legal units under common
control.

4.118  Legal units are the core concept in the SBR in the
sense that they:

24 Source: Working Paper on Statistical Business Registers, United Nations Statistical Division and Eurostat (2011).
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e Create the operational units by which they manage
themselves.

e Register themselves (and possibly administrative
sub-units) in  response to  administrative
requirements.

e Are modelled in terms of standard statistical units in
the SBR.

4119 A legal unit always forms, either by itself or
sometimes in combination with other (parts of) legal
units, the starting point for defining an enterprise.

4.7.2  Market and non-market legal units

4120  The legal form of a legal unit is not the only
determinant of the institutional sector to which the unit
belongs. For example, some legally constituted public
sector corporations may be non-market units and hence
be part of general government rather than publicly-
owned corporations. Also some units that are part of
general government may be classified as producer units
for national accounts purposes and hence represented as
enterprises even though they are not actually
independent legal units. They are necessarily recognised
as independent legal units. In this case, the corresponding
statistical unit in the SBR contributes to the (national,
regional) accounts, but is not identified as a legal unit.
Thus, both the market-non-market characteristics of a
unit, and its legal form (or quasi-legal form if not
recognised as independent legal unit) are needed to
classify the statistical unit to the appropriate institutional
sector.

4121 Annex B2 indicates the sector classification of
enterprises based on legal form and market/non-market
orientation.

4.7.3  Quasi-corporations:

4122  Some unincorporated enterprises belonging to
households or government units may behave in much the
same way as corporations. Such enterprises are treated as
quasi-corporations provided they have a complete set of
accounts, even though they are not legal units in the strict
sense of the word.

4.8

4.123  Lists of legal units per se are typically not readily
suited for statistical purposes. To maintain their SBRs,
NSOs tend to use data about units from administrative
sources.

Administrative units

Definition

4124  Administrative units are established by relevant
administrative authorities in conjunction with the legal
units to which they refer in order to apply the
corresponding regulations. There are many different
types of administrative units corresponding to the various
administrative regulations. An administrative unit may or
may not correspond directly to a legal unit.
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4.8.1 Linkage to statistical units

4.125  The identification numbering system for units in
an administrative source often does not correspond to, or
align with, that used in the SBR. Also, whilst the legal unit
is usually the unit recognised by administrative
authorities, legal units may be identified differently in the
various administrative databases. Consequently, one of
the prerequisites in using administrative data is to
establish rigorous linkage between the sets of
administrative units maintained by administrative
authorities and the statistical units in the SBR. Such
linkage is necessary to ensure that it is possible to match
and combine information from various administrative
sources and that there is no duplication in the resulting
coverage.

4126  As further discussed in Section 11.4.10 a unique
identifier should be assigned to each statistical unit in the
SBR. These identifiers should be linked to the various
administrative identifiers. The goal is to ensure that
during the creation and maintenance of statistical units
they are correctly linked to corresponding administrative
units.

4.127  Integration of administrative data into the SBR is
greatly facilitated in countries where a single identifier for
legal units is used by all administrative authorities in
identifying administrative units.

4.9 Units in agriculture and
government sectors

4.9.1  Units in agriculture, forestry and fishing

4128  Section A of ISIC Rev. 4 covers a range of
economic activities: in most countries agriculture is the
biggest area; in other countries forestry is a very
important industry; and in other countries it is fishery. ISIC
Section A also includes supporting activities to
agriculture, certain agricultural services and post-harvest
crop activities, hunting and trapping, logging, and other
activities closely related to agriculture, forestry and
fishing. The structure of these activities may be quite
differently organised from small (family) businesses to
large industrial corporations and enterprise groups.

4.129  Units active in agriculture, forestry and fishing
should be covered in the SBR, and if not there should at
least be links to the special farm register if such exist. The
statistical system in agriculture can be quite different
from the statistical system in the business area due to the
specific nature of agriculture. In particular, the statistical
units used in agriculture may be different from those in
business statistics. However, linking and integrating these
two economic areas within the SBR is an important goal
for comprehensive and coherent economic statistics.

4130  The observation unit in agricultural statistics is
mostly an “agricultural holding”. It has similar features to
the statistical units used in business statistics, but may not
have a one-to-one relationship directly to any of the units
in business statistics. In principle, an agricultural holding
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may correspond to an enterprise, to a local unit or to an
establishment. It could also correspond to a legal unit.

4131 The Food and Agriculture Organisation (FAO) of
the United Nations defines an agricultural holding as
follows?*:

4132 An agricultural holding is an economic unit of
agricultural  production under single management
comprising all livestock kept and all land used wholly or
partly for agricultural production purposes, without regard
to title, legal form, or size. Single management may be
executed by an individual or household, jointly by two or
more individuals or households, by a clan or tribe, or by a
Juridical person such as a corporation, cooperative or
government agency. The holding’s land may consist of one
or more parcels, located in one or more separate areas or
in one or more territorial or administrative divisions,
providing the parcels share the same production means,
such as labour, farm buildings, machinery of draught
animals.

4.133  Whether an agricultural unit in a specific country
corresponds more closely to an enterprise, to an
establishment, to a local unit, or to a legal unit, has to be
analysed at country level. It has impact on how the
corresponding statistical units in the SBR are built and/or
how the SBR is linked to a farm register. The most
straightforward case is where an agricultural holding
corresponds to an enterprise, as then there is consistency
between the level of enterprises in both the agricultural
and non-agricultural areas. If a particular enterprise is
kept in both the SBR and in the farm register, there is a
risk of double counting. To prevent this checks and
clarifications have to be undertaken.

4.134  In the other cases, where an agricultural holding
does not equal to an enterprise, statistical enterprises in
agriculture might have to be delineated in the SBR in a
separate process. If the agricultural holding corresponds
to an establishment, the enterprise has to be delineated
by linking the establishments that belong to the same
enterprise. The relevant establishments might not only be
found in the agricultural area, but also in the other
economic activities. In this case, it has to be determined
whether the resulting enterprise has its principal activity
in agriculture or in a non-agricultural industry. An
enterprise with principle activity in agriculture might also
produce non-agricultural good and services (for example
processed food, transportation services, tourism
accommodation, etc.). Conversely an enterprise with a
non-agricultural main activity may also produce
agricultural products. In each of these cases, appropriate
checks have to be undertaken so that the agricultural part
of the SBR is conceptually consistent with the other parts
of the SBR and that the units in the SBR do not overlap,
and no units are missing.

4.9.2  Units in government

4135 The general government sector consists of
institutional units that are non-market producers whose
output is intended for individual and collective
consumption, and that are financed by compulsory
payments made by units belonging to other sectors,
together with institutional units principally engaged in
the redistribution of national income and wealth.
Government units are unique kinds of legal entities
established by political processes that have legislative,
judicial or executive authority over other institutional
units within a given area.

4136 The general government sector consists of two
groups of institutional units:

e  Non-market producers whose output is intended
for individual and collective consumption, and who
are financed by compulsory payments made by
units belonging to other sectors.

e  Units principally engaged in the redistribution of
national income and wealth.

4.137  The general government sector includes units at
all levels of government, from central government to
regional and to local government as well as social security
funds. Public enterprises — which are enterprises owned
and controlled by government — are not part of the
general government sector. They belong to the financial
or non-financial corporate sector. However, for certain
analyses the government sector is seen together with the
public enterprises, and this aggregation is called the
“public sector”.

4.138  The units of general government are mainly
engaged in ISIC Rev. 4 Section O Public Administration
and defence; compulsory social security. However,
government units are also engaged in other activities,
mainly in education and health.

4139 The organisation and structure of the
government is quite different over countries, depending
upon national legislation. Government units may be split
into various levels of regional or organisational
responsibility. The organisational units may be ministries,
departments, offices, bureaus; they may be centrally
organised or have regional offices; they may have a
separate budget or not; and they may have nearly full,
partial or no autonomy in terms of decisions regarding
their use of resources.

4140 The institutional unit should serve as the
common framework for the quite differing government
units across countries. As explained earlier, institutional
units are units:

e that are an elementary economic decision-making
centre characterized by uniformity of behaviour;
and

25 Source: FAO. 1996. Conducting agricultural censuses and surveys. FAO Statistical Development Series, No. 6. Rome.
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e that have decision-making autonomy in the exercise
of its principal function.

4141 Anindicator of autonomy is that the unit has a
complete set of accounts and responsibility for its budget.
However, government units do not usually have full
autonomy in decision-making even if they have a
dedicated budget. Thus, various units may have to be
combined to create a unit that closely matches the
concept of an institutional unit.

4.142  For example, a single public school will not have
autonomy in the sense of an institutional unit. Autonomy
may be achieved only at the level of the ministry of
education. In other words, all public schools together with
the ministry of education will form one institutional unit.
It may even be the case that the ministry of education
does not have full autonomy as, for certain decisions, the
ministry of finance also has to agree. Application of this
logic in a very strict sense would result in very few
governmental institutional units. However, this is quite
impractical for SBR purposes as it would result in a few
very big units with a high share of employment but quite
differing economic activities.

4.143  Thus, in defining government units, these
Guidelines recommend using a level of aggregation that
is a practical balance between the autonomy aspect and
the level of detail that is required. It is clear that the
government units at the higher organisational levels
(such as ministries or departments) will more likely have
a higher degree of autonomy than the units
organisationally attached to them (such as schools in the
example above). Also the parliament and the high courts,
etc. are viewed as separate institutional units.

4.144  In addition to institutional unit, the local unit is
also relevant and important for the government sector.
So, for example, schools under the responsibility of the

central government will be recorded as local units of the
ministry of education. Of course, if certain schools belong
to provincial or local governments these schools will be
recorded as local units of either the regional or local
government institution responsible for the education
sector.

4.10 Branches, ancillary activities,
special purpose entities, franchises,
the third or social economy (TSE)
sector, and related concepts

4.145  This section deals with issues that concern
conceptual definitions of wunits and their practical
delineation, that are under current review, scrutiny or
research, and that have not been addressed in earlier
parts of this chapter. It deals with branches, ancillary
units, and special purpose entities (SPEs), holding
companies (HCs) and head offices (HOs). A joint
ECB/Eurostat/OECD task force has discussed the specific
properties of SPEs, HCs and HOs and proposed
harmonized definitions and treatment.

4.10.1 Branch
Definition
4146 A branch is a local unit not constituting a

separate legal unit in the country where it operates and
being dependent on a foreign-controlled enterprise.
Branches are treated as quasi-corporate enterprises.

4.147  Only branches with registered existence (as may
be evidenced by a permanent address) are covered by
foreign affiliate statistics. In particular, the statistical units
for Outward FATS are enterprises and all branches abroad
that are controlled and managed by an institutional unit
resident (in the sense of its Global Decision Centre) in the
compiling economy.

Box 4.9 European example on branches

board.

A new legal status has been created for the so-called “European companies” or “Europeae Societae”. This status allows
the relevant legal units to operate in the whole of the EU without any legal registration in the Member States other
than the initial one. It also allows a change of the place and country of registration through simply a decision of the

In consequence, according to EU methodology, locations of legal units in “other” countries are branches.

This status, which was rarely used in the recent past, seems to be now developing very quickly. It might create large
problems in determining the enterprise group perimeter and country of residence.

4.10.2 Ancillary activities

4.148 Recommendations regarding the treatment of
ancillary activities and the units that perform them are
given in the introduction of ISIC Rev. 4 manual, as follows.

59. Principal and secondary activities cannot be
carried out without the support of a number of ancillary
activities, such as bookkeeping, transportation, storage,
purchasing, sales promotion, cleaning, repair and
maintenance, security etc. At least some of these activities

63

are found in every economic entity. Thus, ancillary
activities are those that are undertaken to support the main
productive activities of an entity by providing goods or
services entirely or primarily for the use of that entity.

61. There are a number of characteristics of ancillary
activities that can generally be observed in practice and
that help to identify them. The output is always intended
for intermediate consumption within the same entity and
is therefore usually not recorded separately. Although most
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ancillary activities produce services, some goods-producing
activities may, by exemption, be regarded as ancillary. The
goods thus produced, however, may not become a physical
part of the output of the main activity (examples are tools,
scaffolding etc.). Ancillary activities are usually fairly small-
scale compared with the principal activity they support.

62. If an establishment undertaking ancillary
activities is statistically observable, in the sense that
separate accounts for the production it undertakes are
readily available, or if it is in a geographically different
location from the establishments it serves, it may be
desirable and useful to consider it as a separate unit and
allocate it to the industrial classification corresponding to
its principal activity. However, it is recommended that
statisticians not make extraordinary efforts to create
separate establishments for these activities artificially in
the absence of suitable basic data being available.

63. Under the definition given in paragraph 59
above, the following activities are not to be considered
ancillary:

(a) Producing goods or services as part of fixed capital
formation. The type of units most affected are those doing
construction work on the account of their parent unit. This
approach is in accordance with the classification in ISIC of
own account construction units for which data are
available to the construction industry;

(b) Producing output which, although also used as
intermediate consumption by the principal or secondary
activity, is for the greater part sold on the market;

(c) Producing goods that become a physical part of the
output of the principal or secondary activity (for example,
the production of boxes, tin cans or the like by a
department of an enterprise as packaging for its own
products);

(d) Research and development activities, which are
considered part of fixed capital formation in the context of
SNA.

4149  When a unit is to be classified by economic
activity ancillary activities are not considered. For coding
purposes only those activities that form the principal and
secondary activities are taken into account. The costs for
performing ancillary activities are allocated to the
principal and secondary activities of the enterprise.
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4.150  Usually an ancillary activity is not identified as a
separate organisational unit or as a separate legal unit.
However, the occurrence of legal units that have been
created only perform ancillary activities for the
enterprises of an enterprise group is increasing.

4151  Thus, the general rule is that, since production
processes are not usually viable without the support of
ancillary activities, these ancillary activities should not be
isolated to form distinct entities, even if they are carried
out by a distinct legal entity or at a distinct place, and
even if separate accounts are kept.

4.10.3 Special purpose entities

4152  Special purpose entity (SPE) is the name used in
2008 SNA for identifying special cases of corporations. In
various manuals they are also known as special purpose
vehicles (SPVs), international business companies,
financing subsidiaries, conduits, holding companies, shell
companies, shelf companies, brass plate companies and
so on. SPEs are often used as devices to raise capital or to
hold assets and liabilities, and usually do not undertake
significant production. 2008 SNA and BPM6 agree that
there is no international standard definition of an SPE.
Thus, the identification of institutional units that may be
described as SPEs requires consideration of a number of
characteristics, including number of employees, physical
presence, residency and ownership of financial and non-
financial assets.

4.153  Different ways of treatment are explained in
BPM6 in where it is stated: "Although there is no
internationally standard definition of SPEs, in economies in
which they are important they may be identified
separately, according to either a national company law
definition, or in terms of a functional definition, possibly
referring to their limited physical presence and ownership
by non-residents (4.87)".

4154  In 2008 SNA (4.58) a unit defined as an SPE is
treated in the same way as any other institutional unit,
being allocated to a sector and an industry according to
its principal activity unless it falls into one of the three
following categories:

a) Captive financial institutions.
b) Artificial subsidiaries of corporations.

¢) Special purpose units of general government.
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(2013)

1) Holding company.
2) Shell company.

4)  Securitisation company.
5) Conduit.
6) Royalty and licensing company.

8) Factoring and invoicing company.

9) Captive insurance company.

10) SPE carrying out other financial function.
11) Merchanting company*.

European Central Bank, OECD and Eurostat, (2013)

Box 4.10: ECB/Eurostat/OECD Task Force on Head Offices, Holding Companies and Special Purpose Entities

The Task Force identified 11 common types of SPEs*, namely:

3) Unit for holding and managing wealth of individuals and families.

7) Captive leasing company (including mobile equipment renting company).

*Source: Final Report by the Task Force on Head Offices, Holding Companies and Special Purpose Entities (SPEs).

4.155  Aware of the difficulty of finding a common
international definition, different task forces have tried to
define decision trees to be used for allocating units
between SPEs and normal units. In particular, the
following 4 main groups have been identified:

Ownership of financial assets (Captive financial

institutions — 2008 SNA Institutional Sector S12726)

e Holding companies (ISIC Rev. 4 Section K 6420).

e Trusts, funds and similar financial entities (ISIC Rev. 4
Section K 6430).

e  Securitization companies (ISIC Rev. 4 Section K 6499
(Assuming that the relevant units pass the
institutional test, they should be classified as part of
Institutional Sector S125 if they purchase assets on
the open markets while raising funds on the open
markets. If they do not operate in the open markets
on either assets or liabilities, they should be classified
in S127).

e Captive financial leasing companies (ISIC Rev. 4
Section K 6491 (Financial leasing companies
operating on open markets are to be classified under
Institutional Sector S125).

e Captive insurance and reinsurance companies (ISIC
Rev. 4 Section K 6512, 6520).

¢ Invoicing companies (ISIC Section K 6499).
Ownership of non-financial tangible assets

e Renting of mobile equipment (ISIC Rev. 4 Section N
7730 - Institutional Sector S11).

e Merchandising companies (ISIC Rev. 4 Section G —
46xx - Institutional Sector S11).

Ownership of non-financial intangible assets

e Licensing and royalty companies (ISIC Rev. 4 Section
M 7490 - Institutional Sector S11).

Others

e  Offices of airlines in airport hubs abroad (ISIC Rev. 4
Section H 5110 - Institutional Sector S11).

where Institutional Sector S11 is non-financial
corporations, Institutional Sector S125 is other financial
intermediaries except insurance corporations and
pension funds, and Institutional Sector S127 is captive
financial institutions and money lenders.

4156  As SPEs are currently identified from a national
perspective, the following proposals are to be further
evaluated.

e Terminology: it is necessary to clarify the meaning of
different labels and to use the same wording for the
same things.

e  Characteristics: a clear choice should be made
among the terms “no”, “few”, “little”, and “often”.

4157  The narrowest definition of an SPE could be
based on the following features:

¢ No employees.
e No physical presence.
¢ No non-financial assets.

e Always related to another corporation and their
owners are not residents in the territory of
incorporation.

No other subsidiaries in the country.

26 For a full list of the institutional sectors and their codes, please see 2008 SNA, Annex 1.
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Box 4.11 Recently proposed international definition of SPEs by IMF

The Task Force on SPEs (TFSPE) presented the final report (BOPCOM 18/0327) and its recommendations at the
Balance of Payments Committee (the Committee) meeting in October 2018. In the wake of the complexity and
evolution of SPEs over time and the ongoing motivation to separately identify SPEs in cross-border statistics, the
TFSPE proposed an international definition of SPEs in the context of cross-border statistics as well as a data collection
framework for cross-country comparable SPE data.

The definition proposed by the TFSPE and endorsed by the Committee in the context of external sector statistics is as
follows:

An SPE, resident in an economy, is a formally registered and/or incorporated legal entity recognized as an
institutional unit, with no or little employment up to maximum of five employees, no or little physical presence and
no or little physical production in the host economy.

SPEs are directly or indirectly controlled by nonresidents.

SPEs are established to obtain specific advantages provided by the host jurisdiction with an objective to (i) grant its
owner(s) access to capital markets or sophisticated financial services; and/or (ii) isolate owner(s) from financial risks;
and/or (iii) reduce regulatory and tax burden; and/or (iv) safeguard confidentiality of their transactions and owner(s).
SPEs transact almost entirely with nonresidents and a large part of their financial balance sheet typically consists of
cross-border claims and liabilities.

To support the practical implementation of the proposed definition, the TFSPE has developed a decision tree and a
non-exhaustive typology of SPEs, that provide operational guidance to national compilers in identifying SPEs for the
collection of external sector statistics (see BOPCOM 18/03). Given the varying nature of these entities, the SPE typology

is expected to evolve over time, so it should just be taken as a supporting tool.

4.10.4 Distinction between head offices and holding
companies

4.158  Head offices (HOs) and holding companies (HCs)
are special forms of SPEs. “The statistical analysis of HOs
and HCs, and their delineation, starts after the institutional
unit test. Both types of units are often referred to as holding
companies, because both of them have relations to other
entities, their subsidiaries. However, the relationships are
quite different: while an HO exercises managerial control
over its subsidiaries, the HC does not undertake any
management activities and its principal activity is simply
owning a group of subsidiaries”.*®

4159  From a conceptual point of view the distinction
between HOs and HCs seems clear. However, applying
these concepts in practice is complex as HOs and HCs
have common operational characteristics. The following
paragraphs provide some guidance.

4.160  The activities of an HO include the overseeing
and managing of other legal units of the enterprise
group, thus supporting their day-to-day operations. An
HC is a legal unit that holds the assets of other legal units
but does not undertake any management activities. HCs
are not seen to have autonomy of decision and are
combined with one or more producing legal units to form
an enterprise.

4.161 HOs and HCs have relations to their subsidiaries.
Hence, information on the structure of their balance sheet
is one means to determine whether an entity is an HO or
an HC, or any other type of unit. In order to identify HOs

27 See https://www.imf.org/external/pubs/ft/bop/2018/31.htm

28 ECB/Eurostat/OECD Task Force on HOs, HCs and SPEs (June 2013).

and HCs the following practical rule should be applied: a
legal unit having at least 50% of its assets consisting of
investments in its subsidiaries can be considered to be an
HO or HC.

4162  An HO may have noticeably fewer employees
than the legal units it oversees and manages. However,
having zero employment is a clear indication of not being
an HO. On the other hand, HCs that simply hold assets
may do so with very few or no employed personnel.
Therefore, employment thresholds can be applied to
differentiate HOs and HCs. As a general rule, having three
or more persons employed is a first indicator that the unit
is more likely an HO rather than an HC.

4.163 By convention the following rules should help in
delineating if a legal unit holding 50% or more of its
assets in its subsidiaries should be treated as an
enterprise unit or not:

a) An HO/HC owned by a non-resident parent is to be
considered as an enterprise.

b) An HO/HC owned by multiple owners, and not
controlled by any other legal unit, should be
considered as a separate enterprise.

c¢) Foran HO/HC wholly owned by a single resident unit,
having no employees and no compensation of
employees are not sufficient criteria for lack of
independence. In such case, further investigation is
needed.
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d) HOs are always considered to have autonomy of
decision.

4.10.5 Franchises

4.164  Franchise operators (franchisees) may or may
not belong to the same enterprise group. The franchiser
is always regarded as a separate enterprise.

4.165  Franchisees are deemed to be separate from the
franchiser because they comprise a complete
combination of factors of production, and they run the
full entrepreneurial risk. Moreover, although the
definition of the enterprise requires autonomy, it allows
for this autonomy to be somewhat restricted (“a certain
degree of autonomy” is required). Also, full accounts tend
to be available only at the level of the separate
franchisees.

4.10.6 The third or social economy (TSE) sector

4166 A special group of economic institutions

belong to the third or social economy (TSE) sector.?’ The
institutions included in the TSE sector include non-profit
institutions (NPIs), cooperatives, mutual societies, and
social enterprises:

e NPl is defined in section 3.3.4.

e Cooperatives are “organizations formed freely by
individuals to pursue the economic interests of their
members” .30

e “"Mutual societies, like cooperatives, are organized
by individuals seeking to improve their economic
situation through collective activity” but “they differ
from cooperatives in that they are mechanisms for
sharing risk, either personal or property, through
periodic contributions to a common fund"3’

e Social enterprises (also known as social ventures)
are units that utilize market means but primarily to
serve social purposes, such as employing and
training disadvantaged individuals (for example,
persons with disabilities and the long-term
unemployed), producing products of special social
value or serving disadvantaged persons in other
ways.These units and the compilation of the TSE
sector are described in the handbook Satellite
Account on Non-profit and Related Institutions and
Volunteer Work (United Nations, 2018).

4167  The institutions in the TSE sector take diverse
organizational and legal forms. For example, NPIs may
appear as public charities, public benefit organizations,
associations, foundations, and non-stock corporations in
different countries. Moreover, social enterprises have
been legally defined as social cooperatives in Italy, as
social impact companies in Luxembourg, as community

benefit corporations in the United Kingdom, and as
benefit corporations and low-profit limited liability
companies (L3C) in the United States.?? For the purposes
of public policy formulation and maximum data
utilization, each NSO needs to explore the distinct legal
forms of all economic institutions as defined under the
national legal framework, in order to properly identify
these institutions in the SBR, as well as their aggregation
for reporting purposes.

4.168  Despite the diverse organizational or legal forms
of the NPIs, cooperatives, mutual societies, and social
enterprises, these economic institutions share common
characteristics:

(@) They are private (not controlled by government);

(b) Their main purpose is to serve a social or public
purpose rather than to maximize and distribute returns
on invested capital; and

(c) Engagement in them is voluntary (done by free will and
without coercion).?

4169  Economic institutions in the TSE sector, such as
NPIs, cooperatives, mutual societies, and social
enterprises, share common features that set them apart
from other units in the corporations sectors with which
they are grouped and from similar types of institutions
allocated to the general government sector because they
are controlled by government. Efforts should be made to
distinguish these institutions in the TSE sector from other
institutions in the SBR.

4170 Among the features that distinguish NPIs and
other institutions are the following:

(@) They have a different objective function than do
standard corporations and are prohibited from
distributing profits and income, or significantly limited in
their ability to do so, to units that control or finance them.
Although they may earn surpluses, the principal purpose
of TSE institutions is not to earn financial returns for
investors but to produce goods and services that have
some public or social benefit. They therefore are not
typically suitable for investing in order to maximize profit.
Entrepreneurs in such institutions are often driven by
social or ideological impulses rather than solely pecuniary
ones;

(b) Although they often produce goods and services that
are sold on the market at economically significant prices,
TSE institutions also typically produce goods and services
on a non-market basis that are financed through other
means, such as government payments, charitable
contributions or volunteer effort. TSE institutions address
non-market impulses so as to meet demand for collective
goods left unsatisfied by governments and markets,
address new or newly recognized needs, advocate for

29 United Nations, Satellite Account on Non-profit and Related Institutions and Volunteer Work, (New York, 2018).

% |bid., para. 23.21.
31 bid., para. 23.22.

32 Lane, Marc J. (2011). Social Enterprise: Empowering Mission-Driven Entrepreneurs. Chicago, lllinois: American Bar Association.
33 Satellite Account on Non-profit and Related Institutions and Volunteer Work, para. 1.6.
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citizen concerns and help government to deliver publicly
financed services;

(c) Their sources of revenue may differ from those of
government or for-profit units. TSE institutions may
receive a substantial share of their revenue from current
transfers that include government grants and voluntary
contributions that are not available to market producers.
That results in different revenue-raising strategies and
approaches to the market;

(d) TSE institutions are often eligible for tax advantages
and exempt from, or eligible for lower rates on, corporate
income, sales, property and value added taxes;

68

(e) Legal provisions covering TSE unit governance,
registration, reporting, political participation, commercial
activities and other operational or organizational features
typically differ markedly from those that apply to for-
profit firms. TSE governing boards are often selected on
the basis of one person, one vote by members rather than
on the basis of ownership shares, and many countries
require TSE institutions to report publicly on their
financial activities annually.
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5.1Introduction

5.1 This chapter describes the characteristics that
should be recorded in the SBR for the various types of
units defined and discussed in Chapter 4. Collectively,
these characteristics identify the units, indicate how
they can be contacted, and provide economic and
geographic information, all time-stamped. They also
contain links between different types of units, both
within the SBR and across multiple sources of updating
information. Attention is paid to the metadata
documenting the characteristics and to the time
stamping mechanisms (reference dates and updating
dates).

5.2 The characteristics are grouped and described
in accordance with the following classification:

e Identification and contact characteristics, including
not only names, addresses and communication
means (telephone numbers, mail addresses,
websites etc.) but also specific and unique
identifiers (even internal identification numbers
that enterprises use in monitoring their affiliates
and that are not intended for the general public).

e Demographic characteristics, including unit activity
start and end dates, current status and continuity
markers.

e  Economic/stratification characteristics, i.e.
economic variables and classifications, used for
sampling survey frames, grossing up sample data
and/or presenting results.

e Relationships (links) between units of different
types within the SBR.

e Relationships (links) with units in other registers
and data sources, including their specific
identification numbers.

5.3 Sections 5.2-5.6 provide general descriptions
of the primary characteristics in each of the five groups.
Precise details of whether, and if so how, each
characteristic applies to each unit type are provided in
Annex A.

54 The importance of a characteristic is
summarised in terms of its core/non-core status.

e Core characteristics are those that are
indispensable in maintaining and/or using the SBR.
Most characteristics described in this chapter are
core characteristics.
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e Non-core characteristics are those that are
optional, that can be added in a later stage, such
as geographical coordinates to supplement
addresses.

55 Identification numbers are very important
characteristics because they are essential in merging
micro data from various sources, including from
administrative files.

5.6 Some characteristics need more explanation
and guidance regarding use than others. These include
economic activity, sector and regional classifications,
and the size classes. Not only do these basic
classification concepts have to be defined, but also the
processes by which their values are acquired have to be
described.

57 Chapters 6 and 7 detail the data sources used
to establish and maintain the values of the
characteristics. For every value, the associated
metadata (including source, date of update, and
reference date) should be recorded, as further
discussed in Section 10.6. The primary reference source
for chapter 5 is Eurostat's Business Registers
Recommendations Manual.

5.2Ildentification and contact
characteristics

Type of unit

5.8 Purpose: To identify the type of a unit.

5.9 Definition: Chapter 4 lists and defines the main
types of units that may be included in the SBR. They are
enterprise group, enterprise, establishment, kind-of-
activity-unit, local unit, legal unit and administrative
unit.

5.10 As noted in Chapter 4, some enterprise groups
are operating and managed globally. For purely
national purposes they should be truncated to the
national territory. Identification of truncated enterprise
groups does not involve anything more than splitting
the multinational enterprise groups on a national basis.

Type of enterprise group

5.11 Purpose: To identify the type of enterprise
group.
5.12 Definition: The type options are all-resident

(all enterprises of the group are resident in the same
country), multinational domestically controlled (its
global decision-centre is in the country compiling the
SBR), and multinational foreign controlled (its global
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decision-centre is outside the country compiling the
SBR).

Role of enterprise within enterprise group

5.13 Purpose: To identify the role of an enterprise
within an enterprise group.

5.14 Definitions:  The  type  options are
management/control  unit, global group head
(controlling unit), global decision centre (managing unit),
highest level consolidation unit, and other.

Identification number(s)

5.15 Purpose: To identify the unit and to enable it
to be linked to other units in the SBR and in
administrative and other statistical sources.

5.16 It is preferable that no information on the
content of the unit is embedded in the identification
number, as further discussed in Section 11.4.10.

Name(s)

5.17 For legal persons: legal name, plus trading
name(s) and acronym(s).

5.18 For natural persons: family name(s), names
normally used and possible pseudonyms, forenames,
personal number (if authorized by national law),
gender.

5.19 For statistical units: trading name(s) and
acronym(s).

5.20 For administrative units: names as registered.
Address

5.21 Physical address, including postcode and
official geographic code at the most detailed level.

Communication characteristics®*
e Telephone and fax number(s).
e  Electronic mail address(es).

¢ Information on sources of quick updates about the
unit characteristics (such as web sites).

e Mailing address (if different from the legal one).

5.22 Purpose: These characteristics provide contact
information for the unit. Telephone number and e-mail
address are very important. In the event that units from
different sources do not share a common identification
system, their names and addresses can be used for
matching units across sources.

5.3Demographic characteristics

Date of incorporation of unit (for units that are legal
persons)

Date of official recognition as an economic operator
(for units that are natural persons)

5.23 Purpose: One or other of these characteristics
should be recorded at the time of inclusion of a new
unit, whether this is the result of real birth or of another
demographic event that results in a new unit, for
example the incorporation of an unincorporated
enterprise.

5.24 Definition: The date of official recognition may
be the date on which an identification number is
assigned, or the date in which the legal existence is
accepted, be it through a trade register number, the
assignment of a VAT number, or other form of
administrative registration.

Date of commencement of economic activity

5.25 Purpose: The characteristic is used in deciding
if a new unit is economically active.

5.26 Definition: The date of commencement of
economic activity should be the date on which the unit
actually starts its economic activity.

5.27 As soon as a unit invests it is deemed to have
economic activity even though production may not
have started. If this were not the case, then
investments, in particular gross fixed capital formation,
could be heavily underestimated.

5.28 The actual date of commencement of
economic activity is often difficult to know. A proxy for
this date can be the date declared in advance by the
unit at the time it is officially registered and an
identification number is assigned. Another proxy is the
date when its legal existence is accepted.

Date of final cessation of economic activity
Date on which a legal unit ceased to exist

5.29 Purpose: These characteristics are needed to
record the permanent inactivity and/or death of a unit.
Death is a difficult status to establish with precision as
liquidation can last a long time after economic activities
have been stopped, particularly when lawsuits are in
process.

Date of merger, take-over, split or break

Identifier of unit (if any) that is continuing the
economic activity after the concerned unit has
ceased to exist

5.30 Purpose: These demographic characteristics
(further discussed in Sections 7.3 and 9.3) are needed
to record the restructuring of units and to relate the
resulting live units to the previous ones that have been
ceased and might be considered dead.

3 The communication characteristics of the unit may be different for different surveys. They may include the names and addresses
of the corresponding contact persons. Also, as previously noted, the contact persons might be reporting units such as accounting

or tax consultants hired by the unit.
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5.4Economic/stratification
characteristics

5.31 Purpose: The legal form (also known as legal
status) is a key stratification characteristic. The legal
form of a legal unit is useful for:

Legal form Avoiding ambiguity and/or double
counting in identification searches.

e  Stratification for surveys.
e C(lassifying to the institutional sector.

5.32 Definition: The possible types of legal form
differ across countries according to the particular
legislation in each country. For unincorporated
enterprises there are different types of legal forms,
including sole proprietorship and partnership. A typical
set of legal forms for EU countries is listed in Section
47.1.

5.33 While the range of legal forms varies from
country to country, depending upon national
legislation, there are some legal forms that can be
found in most countries®.

5.34 The tax regime applicable to a legal unit
depends on its legal form, which means that taxation
data supplied to an SBR depends on legal form. Some
legal forms may be exempted from certain regulations
(VAT for example) in which case the corresponding
legal units are not registered by the corresponding
administrative  sources, adversely affecting the
coverage provided by these sources.

Institutional sector and sub-sector

5.35 Purpose: The institutional sector classification
has at least five important functions:

e In national accounts, for compiling data for
individual sectors.

e Inbusiness statistics and business demography, for
separating market and non-market activities.

e Inseparating data for public enterprises from data
for private enterprises.

e In finding the share of employment, or value
added, in a country’s economy of which the
country itself is the ultimate controller.

e Indistinguishing foreign controlled enterprises.

5.36 The set of institutional unit types is described
in Chapter 3, and the institutional sector classification is
presented in Annex B2.

Principal economic activity

5.37 Purpose: The principal economic activity code
of a unit is a key stratification characteristic.

Secondary economic activity (activities)

5.38 Practical guidance in assigning and
maintaining principal and secondary economic activity
codes is provided in Chapter 7.

Ancillary unit

5.39 Purpose: Some units perform activities
exclusively for other units without autonomy. As a
consequence, they have no economic significance per
se. They should be seen as ancillary activities of the
parent legal unit that they serve, to which they belong,
and to which they must be attached to form a unit
significant for economic analysis.

Market orientation (market, non-market)

5.40 Purpose:  Both the  market/non-market
characteristic of a unit and its legal form are needed to
classify a statistical unit to the appropriate institutional
sector.

Turnover

541 The meaning of the terminology used in
business accounting may vary greatly from one country
to another and the term “turnover” may have different
meanings. Here the terms "turnover”, “sales” and
“revenues” are used interchangeably. For a more
detailed description of “turnover” reference is made to
para 4.144 and Table IV.1 of the International
Reccomendations for Industrial Statistics 2008 (United
Nations, 2009)

Flag indicating consolidated turnover

542 Purpose: The SBR should record an estimate of
economic size for every unit. For production statistics,
value added is considered the most appropriate
characteristic, but it is difficult to measure and is often
replaced by proxy measures. Because it is relatively easy
to collect, the most commonly used monetary proxy is
turnover (revenue or sales). A commonly used physical
proxy is number of persons employed.

543 There are a number of drawbacks to using
turnover due to the need for consolidation of internal
flows between the statistical or reporting units.

e Turnover is not additive when changing the level
of observation units, for example from
establishment to enterprise, or from enterprise to
enterprise group, or from the usual observation
unit (which is typically a legal unit) to enterprise or
enterprise group.

e Turnover is not additive when changing the
geographical level; it is different at global
enterprise group level than at truncated national
enterprise group level.

3% As indicated in the Eurostat - OECD Manual on Business Demography Statistics - 2007 Edition-glossary.
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544 There are different definitions of turnover
according to the economic activity of the unit being
classified. For example, there are differing definitions

for agriculture, forestry and fishing, manufacturing,
finance and insurance, and economic activities of
households as employers.

545 If the consolidated turnover of a statistical unit
is not available it is better to use as proxy the sum of the
turnovers of its constituent units than to have no
measurement at all. As turnover of legal units is used in
most administrative sources, it should be recorded for
consistency purposes.

Number of persons employed

Number of employees

5.46 For all units the SBR should record the actual
number of persons employed, and number of employees,
both as head counts and, in the latter case, also in full-
time equivalents (FTEs). FTE employment is defined as
total hours worked divided by average annual hours
worked in full-time jobs (2008 SNA: 19.43).

5.47 Purpose: The main uses of these characteristics
are in stratification for sampling, analysis and
dissemination purposes.

e Number of persons employed is preferable for
stratifying survey samples in the case of very small
units.

e Depending on the source and quality of the
information, employment data directly from the SBR
may be used in compiling employment statistics.
They are especially useful for small area statistics,
where the SBR may be the only comprehensive
source.

5.48 Number of persons employed is defined as the
total number of persons who work in the unit, including
wage-earners and self-employed persons (i.e., working
proprietors, partners working regularly in the unit and
unpaid family workers) as well as persons who work
outside the unit but who belong to it and are paid by it
(e.g., sales representatives, delivery personnel, repair and
maintenance teams). It excludes manpower supplied to
the unit by other enterprises, persons carrying out repair
and maintenance work in the unit on behalf of other
enterprises, as well as those on compulsory military
service.

5.49 Number of employees is defined as those
persons who work for an employer and who have a
contract of employment and receive compensation in the
form of wages, salaries, fees, gratuities, piecework pay or
remuneration in kind. A worker from an employment
agency is considered to be an employee of that
employment agency and not of the units in which he/she
(temporarily) work.

5.50 For stratification purposes the number of
employees at year end and/or the annual average number
of employees may be used. An annual average can also be
calculated over a specified period within a year for
seasonally active units.

5.51 The number of employees in FTEs may be
calculated for the period during which the unit is active
and/or for a full year. For stratification purposes the active
period should be used while for annual economic
statistics the whole year is more appropriate.

5.52 Proxies: In some countries all these data can be
obtained directly from administrative sources while in
other countries administrative sources may provide only
number of paid employees. In the latter case, the number
of persons employed can be estimated according to legal
form and activity. For example:

e  For sole proprietors, number of persons employed =
number of employees+1.

e For two-person partnerships, number of persons
employed = number of employees+2.

5.53 Sources: Administrative sources, surveys, and
SBR calculations.

5.54 Comments: The reference period used for the
measurement of employment in business demography is
a calendar year. Thus, in principle, a labour force estimate
should be an annual average. If a unit operates only
during a part of the year (as in the case of a seasonal
enterprise or a new enterprise), the average for size
measurement should be based on that period. However,
for annual employment data the average should be
calculated for the whole calendar year. How the annual
average is calculated in practice depends on the updating
frequency of the SBR and on the sources used3®. For
example, the value may be approximated by using the
number of persons employed at a specified moment
during the year if this is all that is available.

5.55 Head counts and FTEs each have certain
advantages, so both should be recorded if possible. Head
count is the number of physical persons, full-time and
part-time, employed by a unit. FTE is a more accurate
measure of labour input but depending upon the origin
of the data, it may not be possible to calculate. Also, as
the concept of full-time may vary from one country to
another, the FTE data may not be fully comparable across
countries. Another possibility is to use hours worked
directly as a measure of work input. This measurement is
gaining favour in employment statistics, but data are not
often readily available.

36 Fiscal sources are related to the country fiscal year which can be different from the calendar year. Their average employment

then refers to a different period.
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5.5Relationships and links between
units in the SBR

5.56 There are two main reasons for registering
relationships between the various types of units in the
SBR:

e For management and the direct use in the SBR itself
and by surveys using frames derived from the SBR,
relationships are required to link together units that
belong to the same enterprise or to the same
enterprise  group, and to ensure correct
transformation of data collected from administrative
units, or about observation units, to data for the
corresponding statistical units.

e  For potential uses of the SBR, relationships assist in
statistical and economic studies that depend upon
bringing data from different sources together.

5.57 The most evident need concerns links between
statistical units and administrative units required for
creation and management of the SBR, and between
statistical units and observation units. Depending on the
sources used in building the SBR, and on its main uses,
there may also be a need to register links between
administrative units and legal units, and between
observation units and reporting units.

5.58 Each link should include the date when the
relationship started and (if applicable) the date when it
stopped.

5.59 In its simplest form a relationship is a link
including only two identification numbers (one for each
unit linked) and the date. In some situations more
complex relationships are recorded. (For example, a
single unit of one type of unit may be linked to n units of
another type, and the relationship may indicate the
percentages to be applied in splitting data for the one
unit across the n units.) This depends on how the SBR is
organized. In general it is best to keep the relationships
as simple as possible.

5.60 It is important to recognise the difference in the
treatment of administrative registers and the treatment of
the SBR. In an administrative register, units and their
values may be changed without notice to the NSO and
without continuity from a statistical perspective. It is thus
essential to keep copies of the administrative registers
used as sources by the SBR, and, where possible and
relevant, to record the relationships between the units in
these registers and legal units and statistical units.

5.61 Links should also be kept between the
observation units and the corresponding reporting units
if this is practical for survey purposes. For example, in
some cases a single lawyer or accountant may report on
behalf of several enterprises. These links can be
maintained in the SBR or in survey specific data collection
systems.

73

5.6 Relationships and links with other
registers

5.62 Whether the SBR contains data for all the
different unit types in a single database, or in separate
satellite registers, such links are very important given the
emerging role of the SBR in connecting various data
sources and thus integrating statistics.

5.63 Links are expressed in terms of identification
numbers for the external sources and the identification
numbers of the corresponding units in the SBR.

5.64 Ideally, the links should be organized in such a
way that all administrative units are linked to the legal
unit to which they belong. For example a legal unit may
have several administrative units for pay-as-you-earn
(PAYE) purposes, and several more for social security
contributions, as well as having one or more VAT
accounts and an account for payment of income tax.

5.65 Depending on national legislation, it s
conceivable that a single administrative unit is linked to
more than one legal unit.

5.66 The sorts of relationships that exist and links that
are possible depend upon country legislation and
regulations. Examples are:

e Links from legal unit to value added tax (VAT).
e Links from legal unit to trade register.
e Links from legal unit to social security.

e Links to balance sheet data (for units required to
publish accounts).

e Links to balance of payments register or foreign
direct investment register.

e Links to the farm register.

e Links to other satellite registers, for example, shop
registers, tourist establishment registers, transport
registers, educational services registers, and health
services registers.

5.7 Characteristics by unit type

5.67 Figure 5.1 summarises how the characteristics
described in general terms in the previous sections are
applied to each of the types of statistical units defined in
Chapter 4. In the table a tick-off (v) indicates which
characteristics should be recorded for the different types
of units listed in the columns. A blank cell indicates that
the characteristic is not applicable for logical or
conceptual reasons. For instance, the characteristic “type
of enterprise group” is only applicable for the statistical
unit enterprise group, but not for the other units.

5.68 Annex A provides comprehensive details about
the characteristics of the units by type of unit.
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Figure 5.1 Summary of characteristics by unit type

Characteristics of the unit

Identification and contact

Type of unit

Type of enterprise group

ID number

Name, address

Communication characteristics, contact details
Administrative identification numbers (tax
number...)

Geographical code (zip code...)

Country code

Demographic

Birth date

Status of unit (active/inactive....)
Restructuring code (merger, split...)
Restructuring date

Death date

Economic/stratification

Legal form

Institutional sector

Principal activity

Secondary activity (if any)

Market oriented

Ancillary unit

Employment

Consolidated turnover

Links and external references

Link between unit and enterprise group
Percentage control

Percentage share (ownership)

Type of management/control unit (within
group)

Link between unit and enterprise

Link between unit and establishment

Link between unit and local unit (of enterprise)
Link between unit and legal unit

Links between units involved in mergers, splits,
etc.

External register - name of register,
identification number(s)

truncated enterprise group.

Enterprise group /
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Chapter 6
Data sources for the SBR

6.1Introduction 6.4 The Guidelines recommend that SBRs be
created and maintained primarily using administrative
Context sources. Typically they enable good coverage and

stability. This approach is in line with Principle 5 of the
United Nations Fundamental Principles of Official
Statistics, which states "Data for statistical purposes may
be drawn from all types of sources, be they statistical
surveys or administrative records. Statistical agencies are
to choose the source with regard to quality, timeliness,
costs and the burden on respondents”.

6.1 This chapter provides guidance on the sources
of data that can be used to construct an SBR and how
they are used in combination. The main focus is on
administrative data, but statistical sources and new
potential sources are also discussed. The chapter defines
what is meant by administrative data and describes main
administrative sources that are used in many countries.

The advantages and disadvantages of these sources are 6.5 While in many countries administrative data are
considered, also the legal aspects pertinent to their use. the main sources for the update of the their SBRs, it
should be recognised that there are also countries where
the NSO does not have access to administrative data,
comprehensive administrative data do not exist, or the
quality of the administrative data is not sufficient for the
update of the SBRs. In these countries the traditional
economic censuses or other kinds of business surveys, as
well as household surveys, are therefore an indispensible
source for the SBRs. Economic censuses, mostly based
on the establishment unit, deliver relevant and core

6.2 Different data sources may be used in
combination to construct and maintain an SBR with
good coverage and content. The data sources must also
provide information about changes in units to keep
coverage and content up-to-date, as further discussed in
Chapter 7. Unless the SBR is maintained on a regular
basis, it quickly loses its value by becoming outdated and
ceasing to adequately reflect economic activity in the

real world. ) ) . .
information for the SBR on each single establishment,
6.3 Data sources may be grouped into three such as address, economic activity, legal unit, number of
categories: employees. Even in countries that are able to use

administrative data for their SBRs, data from censuses

may be used as a complementary source for checking or
e  Statistical sources: economic census and updating the SBR.

agricultural  census, feedback from
economic surveys, profiling and SBR
improvement/maintenance surveys.

e  Administrative sources.

6.6 In general, the best choice of data sources
depends on the specific situation in any given country,
including the availability of administrative data and the

o Other sources, for example data from scope and complexity of the national statistical system
private  data  suppliers, telephone itself.

directories and the Internet.

Box 6.1: Importance of economic censuses for the SBR: Examples of China, Egypt, Indonesia and the State of
Palestine

China:

China conducts economic census every five years. The economic census is very important for understanding the
structure and development trend of economic entities. It is also an effective and comprehensive means for developing
countries to observe economic growth. Between the economic census years, the maintenance of the basic unit registry
is usually divided into two parts for easier management. For units larger than a pre-established threshold, the unit will
be maintained in the registry through annual check, whereas smaller units will report the changes at the lowest level
on a monthly basis.

Egypt:

In Egypt, the economic census provides important updates to the SBR, such as contact details, main and secondary
economic activities, number of employees, startup date of the activity and death of the unit, and the business profile
which represents the structure of the enterprise groups.
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Indonesia:

Based on the results of a study on administrative data in Indonesia, tax data are considered the best administrative
source for updating the SBR. However, because the confidentiality of taxpayer data is protected by law, it is not possible
for the NSO to have direct access to taxpayer data. There are, other administrative sources with good coverage, such
as data from business licensing agency, but they are not as complete as tax data and usually are not updated as
frequently. Therefore, as long as there is no reliable administrative data for updating SBR, the NSO will continue to use
the economic census results to update SBR. In the period between censuses, the SBR is updated with profiling and
feedback from surveys that use SBR as the sampling frame.

State of Palestine:

Establishment censuses are still the main source of data, most recently in 2017, and are considered a framework for
the implementation of specialized surveys in which the establishment is the sampling unit.

In Palestine, a census of the establishments is carried out every 5 years. The establishments are the main sampling unit
and a limited update for the establishment framework is carried out between each census due to the lack of
comprehensive periodic updating sources. The lack of comprehensive updating of the sampling frame weakens the
content of the frame as a result of the rapid changes that appear in the economic reality, which are not addressed by
the framework periodically and comprehensively, some of the changes are as the following:

1. New establishments entering the market are not included in the sampling frame.
2. Establishments cease their economic activity while their entries are not removed from the statistical
framework.
3. Structural changes on some establishments, such as changes in their economic activities or changes in their
economic size.
4. The registered establishments without a fixed place to carry out their activities are not covered in the
establishment census.
These problems are evident when the results of a new census are compared with the results of the previous
establishment census. Newly created establishments are not covered by the SBR and thus not in the survey frames,
whereas ceased establishments are still covered in the frames. PCBS overcomes this problem by using data from the
quarterly labor force survey to update the establishments in the labor market between the censuses, while there is still
a lack of coverage of the establishments that are listed in the administrative registers, but do not have a fixed location
to exercise their activities.

In the past four years, Palestine has started to focus on administrative data sources to construct and update the SBR,
and the results of the Population, Housing and Establishment Census 2017 were taken into account as the backbone.
The procedures that are being worked out in this field are summarized in collecting and diagnosis of administrative
data from several sources related to the system of registering establishments, dealing with the legal aspects related to
the use of administrative data in the structure of the registry, linking, comparing, and processing administrative data
with census data, studying the mechanisms and methods of linking administrative data with census data to identify
the same establishment from both sources by comparing the identification characteristics of the establishment, arising
from the data of administrative records.

The experience of Palestine in this situation is still under development due to the incompleteness of the administrative
records. PCBS attempts to follow a number of different methods and procedures aimed at integrating the sources of
census data and administrative records to be used to build and update the SBR, including: cooperation with the
partners to ensure that data from different sources are updated and linked to the SBR updates. PCBS also establishes
a common identification system to facilitate the work of combining data from various administrative sources, and to
identify and use the most useful administrative data sources in terms of quality and coverage to construct and develop
the SBR.

6.7 Economic censuses usually exclude the forestry, and fishing) still need to be covered in the SBR.
agricultural sector. However, business units active in the Therefore, for many countries the data from the
agricultural sector (crop and animal production, hunting, agricultural censuses are equally important for the
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maintenance of the SBR as the economic censuses. In the
box below some examples are given.

Box 6.2: Agricultural censuses; Examples from China, Colombia, Indonesia and the State of Palestine
China:

In addition to conducting economic census, NBS also carries out agricultural census every 5 years. The agricultural
census is a comprehensive survey of farmers, agricultural production, and agricultural units. It is important for
understanding the development and changes in agriculture, rural areas and farmers in a comprehensive way, especially
when the ongoing agricultural reform and development in China has entered a new stage. NBS is also facing new
situations and new requirements in conducting agricultural census because of the following. (a) Non-response rate is
quite high. From the perspective of the rural areas, a large number of young and middle-aged people with higher
education have already left, hollow villages and empty homes are prevalent, and the land management situation is
more complex. (b) The adoption of advanced census technology which means a difficult transition. NBS is promoting
the use of remote sensing measurement, hand-held intelligent data acquisition terminals, rural census data networking
for direct reporting, and other modern information technology.

Colombia:

Agricultural Production Unit in Colombia are formed from satellite cartography and confronted with the cadastral entity
- Agustin Codazzi Geographical Institute. The updating of these units is carried out through the agricultural census,
national agricultural survey, and information of guilds and large producers,.

In different sectors, different data sources are used, especially in production guilds. The commercial data available from
private companies that manage public services, such as telephone companies, water or energy supply, are used in
National Accounts to complement and / or validate the primary data obtained through surveys or in some sectors
constitute basic information for conform the large macroeconomic aggregates for the lack of specific surveys, as is the
case of the mining sector.

Indonesia:

Indonesia holds the agriculture census every 10 years. The types of units enumerated in the census are:

1. Agricultural company (corporation)

2. Household

3. Others (Not a corporation, not a household), such as Islamic boarding school or orphanage that also do agricultural
activities

In the period between censuses, BPS updates the agricultural company data every year by conducting surveys
managed by their respective subject matter. Meanwhile, BPS updates agricultural household data with surveys in every
3 or 5 years.

Besides collecting data into the field, BPS also matches the agricultural directory data with the administrative data from
the Ministry of Agriculture and agricultural associations. The agricultural data from the Ministry of Agriculture includes
a list of agricultural business that has a permit, but there is no updating if the business has closed or moved to new
location. Meanwhile, farm household businesses usually do not have permits, but most of them are members of farmer
groups registered in the agricultural department in the region. In the agricultural household survey, there is a question
about the farmer group in which the farmer join.

State of Palestine:

Before implementing the agriculture census, the available data on the agricultural situation in Palestine was estimated
by Ministry of Agriculture and based on locality level and not on the agricultural holdings according to FAO
recommendations. The First Agriculture Census (AC) was conducted in 2010 by PCBS and the Ministry of Agriculture
(MoA). Results from the Agricultural Census 2010 indicated that most of agricultural holdings are held by individuals
and households (99.9% of agricultural holdings), also 75.5% of agricultural holdings were classified as small (less than

1 hectare).
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In general, PCBS is trying to use administrative data as much as possible for the production of annual statistics from
line ministries including MoA. PCBS asked MoA to update annually the Frame from Agriculture Census (using complete
enumeration). The operation failed due to shortage of human and finance resources to complete the task and farmers
didn't come to the locality offices to update their data. Currently, MoA is planning to set up a registry system for the
agricultural holdings and agricultural facilities in the State of Palestine that will include all base information about the
holdings based on the Agriculture census data as well as other necessary information about the status of the
agricultural sector, including designing a web-based application for data acquisition that will facilitate the data
collection and verification. In addition PCBS and MoA are planning to conduct the second Agricultural Census in 2020.

Administrative sources

6.8 A commonly applied definition in Europe is:
“Administrative  sources are sources containing
information that is not primarily collected for statistical
purposes”. Another EU definition3” defines administrative
data as: “data derived from an administrative source,
before any processing or validation by the NSO.” These
definitions allow for the wide interpretation of the data
that might be included under the heading administrative
data in these Guidelines. A more traditional and narrower
definition requires administrative data to be collected by
government bodies for the purpose of administering
taxes, public pension funds and other regulations.

6.9 Eurostat collects information on administrative
and other data sources used for SBRs in its annual
business registers questionnaire. The same questionnaire
is also used by the UNECE and the OECD and so covers a
wide range of countries. The most commonly used
sources relate to taxation systems, such as value added
tax (VAT) and personal income tax, and to compulsory
business registration systems, often administered by
chambers of commerce or government bodies and
departments.

Statistical sources and survey feedback

6.10 Statistical sources refer to data collected by
statistical processes carried out by the NSO and, in
principle, by other producers of statistics within the
national statistical system. The three survey groups of
sources are: (a) the economic surveys that draw their
frames from the SBR and that can provide updates, (b)
improvement surveys conducted by the SBR itself, (c)
economic censuses which provide comprehensive data
that can be used to develop and/or update the SBR.
Another very important source is profiling, a method to
analyse the legal, operational and accounting structure of
large and complex enterprise groups, in order to establish
the statistical units, their links, and the most efficient
structures for the collection of statistical data.

Commercial and other data sources

6.11The Guidelines consider that commercial data
available from private companies that manage utilities,
for example, telephone companies, water or power
supply, may be considered in the same way as
administrative data. Use of such data can be a cost-

37 From ESSnet on Administrative data, an EU funded project.
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effective way of improving the SBR since these databases
are extensively researched and managed for commercial
benefit by their owners.

6.12 Other sources include data collected by
companies for their own commercial purposes, for
example data owned by market information companies
and companies that collect data and maintain directories
and databases that they provide to their customers for
commercial purposes.

6.13 New data sources are emerging and current
discussion of big data may well highlight additional
sources. Such sources may be used in SBRs, for example
in helping to create enterprise groups.

Content of chapter

6.141n the following sections each of the various
types of sources is discussed in more detail and the final
section describes the record linkage procedures that are
required to combine data from them, in case common
unique identifiers are not given. Influential reference
documents include Eurostat's Business Registers
Recommendations Manual and the African Development
Bank's Guidelines for Building Statistical Business Register
in Africa.

6.2General methods, procedures and
issues

6.2.1 Cooperation with data providers

6.15 Establishing and maintaining good relations
with the owners of data sources, especially administrative
sources, is vital, and can be complex and challenging.
From an SBR perspective the purposes of cooperation are
to understand the concepts, to ensure continuity of
supply, and to ensure easy linkage of data from the
various sources to the SBR, preferably through a common
identifier. In other words, the aim is to promote the
interests of the SBR and, more generally, of the economic
statistics program. The purposes are the same whether
the SBR is dealing with an administrative, statistical or
commercial data source.

6.16 Although cooperation can take on many forms,
it is recommended that it includes regular face-to-face
contact and mutual visits. A strong commitment from the
management of the NSO and leaders of the
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administrative data providers is required, and meetings at
the managerial level are crucial in orde to actualize the
desired cooperation. Contact should involve both
management level staff and operational staff who are
working with the data on a daily basis.

6.17 The SBR can also play a central role within the
NSO in the general coordination with the administrative
data providers. Administrative data required for the SBR
are often also important data for survey and other
statistical purposes (e.g. employment data, turnover
data). It could be a task of the SBR to coordinate the
various administrative data requirements within the NSO
and communicate it with the respective administrative
data providers. The SBR unit can also take care of the data
delivery, storage and quality control of the administrative
data received.

6.18 Through effective cooperation it is possible to
be proactive regarding changes in data sources that
might be detrimental to the SBR, and to limit undesirable
changes, or at least to have early warning of upcoming
changes that could disrupt, jeopardise or otherwise
challenge statistical production or accuracy. Cooperation
should also be used to promote the benefits of using
statistical concepts in administrative sources, for example,
standard economic activity codes and standard
definitions of business units.

6.19To provide clear responsibility and working
arrangements it is good practice to set up a
memorandum of understanding (MOU) or service level
agreement (SLA) with an administrative source. While not
often legally binding, an MOU or SLA provides an agreed
framework and gives reassurance about the services to be
received. Typically an SLA sets out the agreed data
coverage and content to be supplied, delivery timetables,
data security provisions, checking mechanisms and
quality provisions, and response times within which to
answer validation questions by the SBR.

6.2.2 Common identification systems

6.20 A common identification system eases the work
in combining data from administrative sources. If there is
no common administrative identification system, the NSO
should use any opportunity to promote one and to draw
attention to the advantages of linking data in terms of
more accurate and less costly statistics.

6.21 Linking different data sources is not only a
means of improving the quality of statistics but also of
reducing administration costs and burden. If a common
administrative identification system does not exist, the
NSO should construct an internal linkage table
(containing links between units in the various sources) in
order to manage the SBR and to reduce duplication or
omission problems.

6.2.3 Identifying and using external data sources

6.22 The first step in using administrative data is to
identify the most useful data source(s). Potential sources
have to be evaluated in terms of their coverage, content
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and the costs to the SBR of acquiring the data. For
evaluation purposes it is important to obtain all available
information about each source, for example, the
definitions that are used, the coverage, the updating
methods, the frequency of updates, the time lag, and how
frequently it is possible to get information from the
source.

6.23 Data obtained from external sources should be
stored in the SBR without change of content. Retaining
the original data ensures there is a record of what was
received, regardless of changes made during subsequent
administrative source processing or by SBR updating
processes. This is important for audit purposes and for
communication with the administrative sources should
there be any issues or concerns about changes that have
been made. It also enables the SBR to be rebuilt if any
system or processing issues occur during production and
updating processes.  Administrative data are often
extracted from live databases, and cannot be replicated
for the same reference period at a later date. So keeping
the administrative data in its original state is good
practice.

6.24 Storing metadata about changes in data values
is essential. For example, if a unit changes address in an
administrative register, the old address should be
retained in the SBR but with a termination date indicating
it is no longer current, and the new address should be
stored with the commencement date and a blank
termination date.

6.25 Following receipt and storage of administrative
data, statistical units in the SBR are created or updated
through a set of conversion rules and procedures, as
further described below.

6.2.4 Combined administrative and statistical

register

6.26 Some countries have developed a single
administrative business register with multiple functions,
including that of an SBR. This has significant advantages
in that statistical data requirements are within the core of
the administrative systems. The Danish SBR (as further
described in Annex C1) provides a good example. Other
countries have similar systems.

6.2.5 Linking and matching

6.27 The SBR is more resilient with lower risk of error,
if multiple reliable data sources are used. Some sources,
such as VAT, provide extensive (but never complete)
coverage of the economy, whereas others may only cover
one sector, e.g. financial, but more completely. Thus there
are significant advantages to using data from several
sources. However using two or more data sources
presents two types of linking and matching challenges:

e  First, where the sources have a similar (and thus
duplicated) coverage of the economy, the challenge
is avoiding duplication without incurring omission.
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e Second, where each source covers only a limited
sector of the economy, such as finance and public
administration, the challenge is dealing with the
sector boundaries associated with each source.

6.28If there is no common identification code, a
probabilistic approach to linking can be adopted, based
on similarities in the name and address or other
characteristics, such as legal form and economic activity
code, of the units in the different sources. This process is
generally referred to as matching. However, it can lead to
units being linked in error, i.e. mismatches (also called
false or incorrect matches), as well as units not being
linked, i.e., missed matches, which result in duplication.
Experience over the years in several NSOs suggests that
linking large datasets in the absence of a common
identification code is difficult and requires substantial
investment in software and systems. Matching is further
discussed in Section 6.8.

6.2.6 Integration of the administrative units into

the SBR

6.29 After administrative data have been acquired,
the next step is to match them with the administrative
units that are already covered in the SBR. This is relatively
easy if a common identification number is available, and
there are no errors in this number in either the
administrative sources or the SBR. However, there are
occasions where an administrative unit is different over
the various administrative sources.

6.30 The matching results should be quality checked
by an approval process before entering the database. A
identical unit from the SBR and the administrative source
may not match as they do not have the same exact values
in both databases (different updating procedures, errors
in the data). Checking may involve comparison of the
values of characteristics such as name, address, economic
activity code, size or legal form across the linked units. If
these values are consistent, it is more likely that the link
is correct. If not, further clerical checks may be needed,
particularly where larger units are concerned. Also if
additional data, such as turnover and imports/exports, are
available from other administrative sources, these can
also be used in the checking procedure. Checking might
also involve contacting the unit.

6311t is also wuseful to periodically check
administrative units that have not been matched and
attempt to establish further links or to determine why
they do not match. If the non-matched units do represent
active economic units, the failure to match may be due to
timing or scope differences between the administrative
source and the SBR.

6.2.7 Transforming administrative units to

statistical units

6.32The final step is to build the statistical units,
mainly the enterprise, on the basis of the
administrative/legal units. In the normal case an
enterprise coincides with a legal unit. This is the case
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when the legal unit is not controlled by another legal unit
and thus has autonomy. Most enterprises belong to this
category.

6.33 However, in cases where a legal unit is
controlled by another legal unit, this unit may be viewed
as an enterprise only if it has autonomy. Thus, legal units
that belong to an enterprise group may not necessarily
be considered as an enterprise and may need to be
combined with another legal unit of that group to form
an enterprise. Such case are normally quite complex to
handle and need usually some investigation, either using
published information of that group or direct contact with
the group head or decision centre in the country. The
whole task of delineating of the statistical units based on
legal units is called “profiling” and is further described in
6.6.4 (for the definition of the statistical units see chapter
4).

6.3 Administrative data sources

6.3.1  Typical administrative sources

6.34 Some of the commonly used data sources are
listed below. The list is not complete; other data sources
may be available.

e Business registration/license register. In some
countries it is compulsory to register/license a
business before trading. If available, this register can
provide basic information on identification number,
name, address and other contact information. This
sort of register may be run by the tax authority,
Chamber of Commerce, licensing office, or another
public authority.

e Tax registers. Typically relating to VAT or employee
income tax, tax registers may be a source of data on
economic activity, turnover, and activity status.

e Company/trade associations and chambers of
commerce registers. They can provide information on
economic activity, legal form, and births and deaths.

e Social security registers. For businesses employing
paid staff and making social contributions for
employees, a social security register can provide
identifying  characteristics  and  stratification
characteristics, such as legal form and number of
employees.

e  Labour and employment registers. Such registers can
provide additional economic and social information
about employees.

e Government units registers. Such registers are
maintained by government finance departments for
financial management of the public sector.

e Non-profit unit registers. Such registers are
maintained by regulators, for example of charities,
and typically contain name, address, other contact
information, legal status and possibly economic
activity code.
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e Industry association registers. Such registers may sector, within that sector it can be very
contain name, address, other contact information comprehensive.
and economic activity code. They are likely to be up
to date, but only contain members of the association,
so completeness may be an issue.

e  Central banks. Central banks often have information
for the financial sector, and on units engaged in
foreign direct investments, from supervisory

e  Agricultural administrative registers. Such registers authorities.
may cover agricultural holdings as distinct from
businesses. They typically contain name, address,
other contact information and indicators of
economic activity and possibly size.

e  Published business accounts. Data from financial
reports are particularly valuable as they contain
information on shareholders and subsidiaries that is
essential in delineating enterprise groups. NSOs are

e Water supply and electric association registers. Such encouraged to explore the possibilities of
registers are maintained by public or private utility automatically extracting data from internal financial
bodies. They typically contain name, address, other or management accounting systems of businesses,
contact information and indicators of economic for example, using XBRL.

activity and possibly size. 6.35Besides providing names and contact

e  Sector specific sources. Sources include lists of information, these sources may also contain data that
schools from the education ministry, lists of hospitals indicate whether or not a unit is active, its principal
from the health ministry, and lists of charities from economic activity, its size and some other variables
regulators. While coverage is limited to a specific relevant for the SBR, such as employment and turnover.

Box 6.3: Tax data as important administrative source: Examples from Colombia, Mauritius, South Africa and
Tunisia

Colombia

The Directorate of Taxes and Customs is a relevant source of data for the SBR, considering the degree of coverage and
reliability of the information. However, due to the regulations that restrict its disclosure and use, access to these records
is limited.

It is possible to access specific attributes through the definition of specific agreements for the exchange of information,
supported by technical committees and with the corresponding legal support. Thus, the SBR has included this data
source by considerably expanding the stored records and allowing to carry out processes to improve the quality and
consistency of the data. Currently, DANE seeks to include the Tax Office as a permanent source of information, with
defined exchange protocols and not just as an occasional source.

Mauritius

Consultation between Statistics Mauritius and the Mauritius Revenue Authority (MRA) started in 2013. Since then
several working sessions, meetings, presentations, including meetings at Directorate level (Statisitcs Mauritius and
MRA) and the Ministry of Finance (parent Ministry of Statistics Mauritius and MRA) have been conducted. At the present
time, data for corporations have been provided to Statistics Mauritius by the MRA, and discussions are still ongoing to
acquire data for small enterprises (mainly self-employed).

Currently, industry codes are being assigned upon registration by the Corporate and Business Registration Department
(CBRD) and the same codes are used by the MRA. Statistics Mauritius is working with these institutions in order to
ensure the codes are assigned correctly. This will facilitate the use of administrative source in the SBR. Description of
activities should be obligatory when businesses register at the CBRD. This will allow Statistics Mauritius to check and
correct for codes.

South Africa

Business information contained in the SBR is updated from the South African Revenue Service (SARS), such as legal
names, registration number, VAT and IT information, physical address, contact details, economic activities, turnover,
number of employees, salaries and wages.

Currently, the initial classification is obtained from SARS, and further investigation is conducted by the SBR. There is a
dedicated team focusing on the quality control of classification of all units investigated by components in the
SBR .These components are responsible for the annual Quality Improvement Survey (QIS); Survey Area Feedback (SAF);
VAT investigations and Profiling.

The descriptions of economic activities are further requested in the different economic survey questionnaires.
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Tunisisa:

dissemination of statistics.

independent) and its legal form.

(CNSS).

The SBR was created in accordance with the decree No. 94-780 of April 4, 1994 which entrusted the National Institute
of Statistics (INS) of Tunisia with the creation of the register, as well as its update, management, utilization and the

It covers all patented enterprises (legal units) irrespective of the business sector of the enterprise, its size (employer or

The creation and update of the SBR is done mainly on the basis of administrative files. The current main partners of
the INS in the management of the SBR are the General Directorate of Taxes (DGI) and the National Social Security Fund

6.3.2 Importance of business accounting data

6.36 The enterprises’ annual accounts is an important
source of information about business activity and size. It
is important for the NSO to have access to these data for
the statistics production and for the SBR. The accounts
can be used to learn about the activities, size, assets and
also structural changes in the company e.g. regarding
take-overs, mergers, split-offs etc. Gradually, as the
accounts become digital, it is important that NSO remain
closely involved in the development of a data reporting
solution and has legal and technical access so it can also
be used statistically. As a minimum, the NSOs should
work to have access to the digital data, and preferably as
soon as they are available / reported to the administrative
authority responsible for collecting and controlling
company accounts (chamber of commerce, tax
administration, business authority or similar). It may be
daily, weekly or monthly, getting them annually is too
rare.

6.3.3  Advantages of using administrative data

6.37 The advantages of using administrative data to
supplement or replace survey data wherever possible are
well known. They are particularly pertinent to SBR
construction and maintenance, as outlined in the
following paragraphs.

Coverage

6.38 Use of administrative data in place of survey
data eliminates sampling error, removes or significantly
reduces non-response and provides more accurate and
detailed estimates for various sub-populations, e.g. small
geographic areas. This is because administrative sources
often give complete, or almost complete, coverage of a
target population, whereas sample surveys often cover
only a relatively small proportion directly.

6.39 Coverage is of great significance from an SBR
viewpoint, given its aim of including all economically
active units. Thus, the main advantage of using an
administrative source is the level of coverage it provides,
which is either complete, or, if not complete, at least well
defined, so that it can be assessed against the target
population.

Costs

6.40 Another advantage administrative data offer
over survey data is comparatively lower cost. Surveys are
expensive, particularly if they are conducted as censuses
or involve the use of personal interviews. Administrative
data are often available free of charge, or for the marginal
cost of extraction, particularly if they originate from the
public sector. Even if there is a charge, it is often cheaper
to use administrative data than collect the same
information by survey. Fewer staff are usually needed to
process the data and there is no need for non-response
follow-up.

6.41The size and scope of an SBR makes it very
difficult and expensive to populate and maintain solely by
statistical data. A periodic economic census would be
required to build an SBR, which would be very expensive,
as would be the complementary intercensal maintenance
procedures.

Response burden

6.42 Using data from administrative sources involves
no additional response burden. While businesses usually
understand the reasons for supplying data for
registration and taxation purposes, even if they do not
like doing so, they may see statistical data requests as an
extra, less necessary, burden. If they have already
provided details to other government departments, they
may become annoyed at receiving requests for similar
information from the NSO.

6.43 An associated advantage is that the use of
administrative data may, in some cases, allow statistics to
be produced more frequently, with no extra cost to
businesses.

Content and timeliness

6.44 The use of administrative sources may increase
the quality of the SBR by providing access to more up-to-
date information on key characteristics, such as:

¢ Name and address.

e Births and deaths of units, and the dates of these
events.

e  Economic activity code.

e Location.
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e Size, in terms of number of employees and/or
turnover.

6.45 As well as improving the timeliness of SBR data
in the context of their use for survey frames,
administrative data can improve the timeliness of
statistics that are derived from the SBR. This is because
surveys take time to plan, to design, to pilot
questionnaires, to analyse the population and optimise
the sample, to collect and process the data, etc. Access to
a suitable administrative source via the SBR may provide
a quicker and more efficient solution.

6.3.4 Disadvantages of using administrative data

6.46 The following paragraphs outline some of
problems encountered in using administrative data for
the SBR and methods that may be used to address them.

Administrative and statistical definitions differ

6.47 Administrative data are collected for a specific
administrative purpose, and the corresponding needs
and priorities are likely to be different from those of the
statistical system. Thus administrative units may not
coincide with statistical units, and their characteristics
may be differently defined. For example, the tax
authorities may permit a single enterprise to have
multiple value added tax (VAT) accounts. Turnover
collected for VAT purposes may not include turnover
related to the sales of VAT exempt goods and services,
whereas the statistical system wants total turnover.

6.48 Similarly, the classification systems used within
administrative sources may be different to those used by
the NSO. For instance, a register within a food safety
authority might classify a department store according to
its food department. Even if the classification systems are
the same, they may be applied differently, depending on
the primary purpose of the administrative source.

6.49 Where classification systems are different, it is
necessary to construct conversion matrices to map the
codes in the administrative classification onto those
required for the SBR. Such mappings may be one-to-one,
one-to-many, or many-to-many. In the latter two cases, a
probabilistic allocation can be used, but this is not
desirable as it does not give accurate codes for the
individual units, which is needed for the SBR in its primary
role of providing survey frames.

Timeliness

6.50 Another common problem encountered when
using data from administrative sources relates to
timeliness. Administrative data may not be available in
time to meet statistical needs, or may relate to a period
which does not coincide with that required for statistical
purposes. For example, the income tax year may not
coincide with the calendar year required for structural
business statistics.

6.51 Furthermore, there is generally some sort of lag
between an event happening in the real economic world
and it being recorded by an administrative source. This is
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then followed by a further lag before the administrative
data become available to the SBR. Lags in recording births
and deaths of enterprises are a major source of SBR
coverage errors. If these lags can be measured, allowance
can be made for them in statistics based on SBR data.

Changes to administrative regulations or procedures

6.52 Public sector administrative sources are set up
for the purposes of administering regulations, for
example collecting taxes or for monitoring government
policies. This means that they are susceptible to political
changes. If a policy changes, administrative sources may
be affected in terms of coverage, definitions, thresholds,
etc. They may even be abolished completely. Such
changes may happen quite suddenly, with little warning.
Thus, reliance on administrative sources always carries a
certain degree of risk in terms of continuity of supply.

6.53 These risks can be mitigated by legal or
contractual provisions, by obtaining early warning of
impending changes through regular contact with those
responsible for the sources, and by drawing up (and
implementing where necessary) contingency plans.

6.3.5  Monitoring the quality of administrative data

Create knowledge of the administrative sources

6.54 Although administrative data have many
advantages, it is important to invest time in
understanding and monitoring their quality. It can be
useful to compare sources in terms of coverage of their
units and accuracy of their characteristics. The closeness
of administrative units and characteristics to what are
required for an SBR is an important factor in determining
the quality of an administrative source. An SBR
improvement survey may be required to determine the
values of certain characteristics for which values provided
by administrative sources are not considered appropriate.

6.55 The starting point in assessing the quality of an
administrative source is to build up a thorough
knowledge of the source, including its primary purpose
and the way the data are collected and processed.
Thorough understanding of a source allows a more
accurate assessment of its strengths and weaknesses. To
help develop and document this knowledge, particularly
for the benefit of future SBR staff, it is useful to develop
some form of template to record information from the
source on contacts, units, characteristics, quality and
formats. As noted in Section 6.2.1, this information should
be discussed with the administrative authorities and
should be reviewed regularly.

Quality indicators

6.56 Regular monitoring of quality is important. A
full range of quality indicators should be developed.
Some examples of quality indicators are:

e The number and proportion of enterprises lacking a
valid and complete economic activity code.
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e The number and proportion of enterprises for which
the activity status (active, dormant, dead, etc.) is
unknown.

e The number and proportion of enterprises lacking a
complete address.

6.57 More examples of good practice are provided in
Annex D.

6.58Such indicators may be compiled using
feedback from surveys based on the SBR and/or from SBR
improvement surveys.

Dealing with conflicts

6.59 Where an administrative source and the SBR do
not agree, the reasons should be investigated with the
aim of gaining a better understanding of SBR quality.
Surveys may be used to investigate such discrepancies.
They may be conducted, either specifically for this
purpose or as part of some other data collection exercise.
The investigations should help in determining the
appropriate rules and priorities for updating from
different sources.

6.60 There may also be conflict in data from different
administrative sources, for example conflicting industry
codes. Procedures and rules need to be developed to
resolve these problems. This could involve verifying the
data by contacting the enterprise, or undertaking
analytical work to determine which source is most
reliable. The goal is a set of general rules to deal with
conflicts.

6.3.6 Legal issues and access to administrative

sources
Access guaranteed through statistics act

6.61 The first step in use of administrative data is to
ensure the NSO has access to the data. There are two

aspects to gaining access: the first is the legal framework,
the second is setting up and implementing the
procedures for transfer of the data. While the legal
framework for statistics varies from country to country,
the preferred approach is for the NSO's right of access to
administrative data to be enshrined in a general statistics
act. Transfer of data is then simply a technical issue, with
strict rules on security to be followed.

6.62In many countries, the NSO does not have
legislated access to data. There may even be
confidentiality legislation preventing the transfer of
administrative data to the NSO, even for statistical
purposes. This can prove to be a major problem in
establishing a good SBR, and one that may not be solved
quickly. While the best approach is likely to vary
according the country, in any case the NSO should
consider initiating and introducing changes to its
statistical legislation to ensure access is guaranteed by
law.

Formal agreements with administrative data
suppliers

6.63 As previously noted in Section 6.2.1, whether or
not the NSO has legislated access, the NSO should try to
establish some form of formal agreement with
administrative data providers. This can be a legally
binding contract with a private sector supplier, or a service
level agreement or a memorandum of understanding
within a public sector provider. Such agreements should
describe the rights and responsibilities of both parties,
delivery flows, data confidentiality constraints, quality
standards, frequency and format of data transfer, time
frames for responding to queries and questions about the
data, and procedures to follow in case of disputes.

Box 6.5: Examples of Colombia, Mexico and Tunisia

Colombia:

For the update and maintenance of the SBR, cooperation agreements are made among the entities, in order to have
information on the universe of units that carry out activities in various sectors of the economy. These agreements
should specify the periodicity, type and validity of the information, in order to be comparable through time series for
the statistics of the economy.

In addition, since 2015 information has been exchanged between the information-producing entities belonging to the
National Statistical System (SEN) through Decree 1743 of 2016, which facilitates access to administrative records for
statistical purposes.

Currently, to update the SBR, agreements are maintained for 2 years with entities that are not part of the SEN and with
entities that require this instrument for sharing the information by their mission, as is the case of the Ministry of Health.
With the other entities, the exchange of information does not expire. In both types of agreements, the definition of
the variables must be explicitly declared.

Mexico:

Among the several administrative sources used to update RENEM, two administrative registers in particular are
provided by the Ministry of Economy and the Ministry of Tourism. Agreements were established with both agencies to
allow INEGI to host in its servers the applications and databases of the Mexican Business Information System (SIEM)
and the National Tourism Register (RNT).
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In both cases, the first task was to review their register’s conceptual and informatics structures, as well as the
requirements derived from their administrative functions established in their respective legislation, standards, and
regulations. This allowed INEGI to standardize the fields of each of the common variables with RENEM and incorporate
the statistical variables required by it.

The linkage of RENEM with these registers starts with automated matching and identification tasks using standardized
variables, such as the location, name of natural or legal persons and the industry activity.

Subsequently, a more detailed manual revision is carried out. Particularly in the case of RNT, the observation unit and
the specific industry activity are carefully reviewed to guarantee their correct linkage with RENEM, and avoiding the
duplicity of economic units and misclassification in their NAICS code. This register considers as independent the
different services provided by the same establishment in contrast with RENEM which considers just one activity. It
means that one establishment in RENEM can have two or more Tourist Services Providers linked, for example, a hotel
with integrated services can be related to a restaurant, spa, shop, and travel agency, all of them certified independently
by RNT.

The linking of both registers allows updating RENEM continuously and directly with the business data of the specific
sectors, reducing the burden on the respondents. Furthermore, INEGI is exploring the possibility to establish more
institutional arrangements with other institutions to improve and update the SBR.

This will also form an important basis for compliance with the goals set by the National Geographic and Statistical
Information System (SNIEG) on the generation of statistics through the exploitation of administrative records.

Tunisia:

Several administrative sources containing business databases can be used for setting up and updating the SBR. But
the problem is the coverage, i.e., whether it is exhaustive or not.

In Tunisia, the most exhaustive source on companies is the Directorate General of Customs (DGlI) It contains all the
legal units (licensed companies), because all companies have to have an entry in the DGI in order to carry out their
business activity.

Other administrative sources have coverage problems, in fact they all cover a part of the DGl file, for example:

» The Tunisian National Social Security System (CNSS): it is the widest source after the DGI, it covers most of the
employers and a good part of the self-employed.

« Customs: it only covers companies that have carried out an import and / or export operation.

» Agency for the Promotion of Industry and Innovation (APII): It covers only companies that have an interest in
registering with APII (usually to benefit from state benefits).

» The commercial register: it covers only companies carrying on a commercial activity.

Although the integration of several sources in the SBR is useful for enriching content and improving quality, the most
essential source in Tunisia is the DGI because it represents the most exhaustive source of information on companies.
In Tunisia, there is an annual update of the SBR and therefore the administrative data must be obtained in a regular
and continuous manner. To this end, agreements with the partner administrations have been drawn up (mainly the
DGI) based on the statistical law and the creation decree of the SBR which entitle the INS to access the various

administrative sources containing useful information.

6.64 Even if the situation in the countries is different, should be accessed. Of course, not all sources might be
there is usually more than one administrative source used from the beginning onwards, on the contrary it is
available. Figure 6.1 lists some of the main criteria that advisable to start with the most relevant source and add
might be applied for the actual selection of the further sources as required in a stepwise procedure. The
administrative sources. Depending on the fulfilment of criteria listed in figure 6.1 should be applied in the
these criteria it should be obvious which source or which national context.

sources are important for the maintenance of the SBR and

Figure 6.1 Criteria for the selection of administrative sources

Criteria Explanation

Coverage A source that covers a broad range of the intended SBR population is preferable
against a source that only covers a smaller part of the population, especially when
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starting with the use of administrative data. In that sense, it is obvious that for
instance tax registers are an overall important source.

Relevant variables

Administrative sources usually have basic identification data on the units in the
population. This refers certainly the name of the unit, the location and address and
probably also the legal form and information on the economic activity (based on the
international statistical classification or on a national one. However, further data on
the units are needed for the SBR, such as the number of employment and the
turnover, as two of the most important stratification variables. Usually tax data will
provide turnover figures, but not necessarily employment data.

Register unit and identifiers

It is not be expected that in administrative sources the register unit coincides with
the statistical units needed in the SBR. However, if the administrative source is based
on the legal unit for most of the units this could directly be used as the enterprise
units. This might not apply for big and complex enterprises. The same holds true for
other units in the administrative register, such as the local unit; if their definition is
identical or close to the statistical definition.

Frequency

The updating of the SBR should as much as possible be a continuous process. A data
source that is available on a monthly or quarterly basis is thus better than sources
that are only available annually.

Timeliness

Not only the frequency is of importance but also the timeliness of the register
information. If, for instance, administrative data can be accessible on a monthly
basis, but the updating of these data is done less frequently, then the higher
frequency of access is of no real use. Furthermore, it is highly relevant whether the
updating process covers all register units where in reality a change occurred, or the
updating takes place only on a case-by-case basis.

Quality

Quality of the administrative data is a further criterion that needs consideration. The
quality problems may be given for various reasons and may affect all or just some
specific register units or just some variables. As there is normally no data source
without some quality problems, the quality needs to be evaluated (see Annex D3 for
an evaluation checklist). However, quality problems should per se not be a reason
to exclude a specific administrative data source. On the contrary, together with the
owner of the administrative source procedures should be developed how the quality
might be increased.

Building relationships with administrative data
suppliers

6.65In addition to formal arrangements, good
working relationships with administrative data providers
should be developed. These can be achieved through
regular contact, preferably face-to-face. It is usually worth
devoting time to visiting suppliers to gain greater
knowledge of their work, systems and constraints. This
leads to a better appreciation of quality issues and can
help to build goodwill and mutual understanding, which
in turn helps to identify and resolve problems as they
arise and before they escalate.

6.66 In some countries, administrative agencies may
be willing to release data to the NSO. In other countries,
there may be reluctance. It is very difficult to deal with
such concerns, but possible approaches include the
publication of clear limits and rules regarding the NSO'’s
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use of data, thus ensuring businesses understand that
sensitive data will not be fed back to other parts of
government (particularly tax agencies).

6.67It is advisable that the NSO should be
coordinated when it approaches administrative sources:
It should not be the case that different departments of
the NSO approach the same source in order to receive
more or less the same data. There should be coordination
within the NSO. In this context the SBR, as the primarily
user of such data, has a specific role.

6.68 A favourable situation is seen in countries, where
the statistical legislation does not only grant access to
administrative data records in general, but also stipulates
that public sector authorities are required to ex-ante
involve the NSO in the preparation and establishing of
new registers or other data sources usable also for official
statistics and amendment of existing registers and
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systems. In some countries, e.g. in France and Denmark, purposes (see also Chapter 9, section 9.3.2). The optimal
the SBR is established and maintained according to a situation is when the definitions of units and variables,
separate national legal act stipulating the data content classifications etc. used in the joint public registers
and not least the responsibilities for maintaining the data complies with the international statistical definitions and
from one or more administrative sources for the SBR, and recommendations.

the usage of the data for statistical and non-statistical

Box 6.6 Legal framework concerning access to administrative data

As explained above an adequate legal framework based on the Fundamental Principles of Official Statistics is an
indispensable requirement for developing and maintaining an SBR and the production of high quality statistics. In
order to support countries in developing adequate legal frameworks for their official statistics, the UNECE developed
recommendations and good guidance (Generic Law on Official Statistics, published in December 2016:
https://www.unece.org/index.php?id=45114.

One of the pillars is the legal access to administrative data. “Article 17 — Access to administrative data” of the Generic
Law provides a model text for the national Statistics Law:

“All national and local authorities are obliged to provide the Producers of Official Statistics, free of charge, with data in
their possession at the lelvel of detail necessary for the production of official statistics and with metadata that enable
assessing data quality. Special confidentiality or secrecy provisions in other legislation cannot be invoked unless the
legislation explicitly excludes the use of data for statistical purposes.” (Article 17.1)

“If providers of administrative data plan to develop a new data collection or carry out a major revision in their data
collection or processing in a way than may effect data provided for official statistics, they shall consult the National
Statistical Office and, where appropriate, the Other Producers of Official Statistics, in advance of the decicson. (Article
17.2)

Such a prescription as outlined in the above Article in the national statistics law reinforces the legal position of
Producers of Official Statistics to receive administrative data. The providers of administrative data have to provide the
data needed for statistical purposes free of charge at the necessary level of detail (usually on the basis of individual
data) and with metadata. The individual data flow follows a “one-way principle” whereby individual data cannot be
provided from the Producers of Official Statistics to administrative data providers. However, the Producers of Official
Statistics may cooperate with the administrative data providers to improve their procedures and methods of quality
control and error corrections.

6.4U5ing administrative sources in try and solve the problems within the SBR. Keeping
. information separate allows specific problems to be
practice discussed and concrete examples to be provided if
6.69 This section provides guidelines on the steps to investigation is required. The particular sources of data
be taken when creating and maintaining an SBR primarily that should be used in the SBR, both administrative and
using administrative data. The precise sources used statistical, depend upon the outcome of such
depend on what sources are available and on data access. investigations and the feedback received from the
The following basic principles apply whatever the sources. relevant sources.
6.4.1 Keeping administrative and statistical data 6.73 Another  possible reason for = separating
separate administrative and statistical data is where administrative

data are being used for other statistical purposes. For
example social security data may not only be used for SBR
purposes, but also provide employment data for a variety
of statistics.

6.70 Data about administrative units received from
administrative systems should be stored separately and
not mixed with data for statistical units.

6.71 Even in the case of combined administrative and 6.4.2 Establishing unique identifiers
statistical registers (see Section 6.2.4) it is important to
maintain clear procedures on data sources and updates 6.74The establishment of unique identifiers (as
to enable data received from administrative records and further discussed in Section 11.4.10) is essential for the
any statistical transformations to be auditable. accurate maintenance of the SBR. Use of administrative

numbers for statistical units may lead to added
complexity in SBR systems, and introduce risks such as
duplication and omission of statistical units. Thus an
identification numbering system should be created
covering each type of statistical unit.

6.72 Experience shows that it is much easier to
discuss unusual/anomalous SBR data either with the
enterprises themselves (who should know what
information has been given to the administrative sources)
or with the administrative sources directly, rather than to
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6.75 Where multiple administrative sources are used
there may be several different identifiers, one for each
source. In this case (as further discussed in Section 6.8)
significant resources may be required to match and
create unique enterprises using a combination of data
from these sources. If the NSO has influence on the
development of administrative data, it should promote
use of a unique business number for all relevant
administrative processes in the country. While this may
not be easily achievable in practice, there are countries
where it has happened.

6.76 Administrative units — if they are not already in
one to one correspondence with legal units — should first
be linked to the corresponding legal units. The most
complex situation is the situation where a legal unit may

identification numbers in that source. Furthermore, the
legal unit may close one or more of these administrative
units or ask for more to be created. It is important to
handle these situations carefully. Usually, it is possible to
identify the “main” unit in the administrative register as
the one to be used to provide information about the legal
unit.

6.77 It is important to see the difference between
legal units that are economic producers and legal units
that are non-productive but may own other legal units in
an inter-corporate ownership structure. A legal unit is, by
law, not legally responsible for another legal unit even
though it may be part of the same enterprise group and
control the other legal unit. Therefore it is vitally
important to create all legal units within an enterprise

have several administrative units within the same
administrative source and hence have several

group even though some of them may not be readily
identified from administrative sources.

Box 6.7: Creation of unique IDs in the administrative sources in Mauritius

The Business Facilitation Act of Mauritius provides a framework that allows any business to start operations on the
basis of self-adherence to comprehensive and clear guidelines. The Corporate and Business Registration Department
(CBRD) is responsible for incorporating and regulating companies (including offshore companies) and all persons doing
businesses in Mauritius. "Person" is defined as including a consortium, société, partnership, joint venture, trust or firm.
The Business Registration Act, which came into force in Oct 2006, has provided an important tool for coordination, link,
control and harmonisation of economic activities. The Business Registration Number (BRN) which is assigned to
operators at the time of registration uniquely identifies the operator and is intended for use by organisations like Local
Authorities responsible for issuing operating licenses, Mauritius Revenue Authority (Customs, Income Tax, Value Added
Tax), Ministry of Social Security, etc. From 2006, any business operator is required, by law, to apply for a BRN at the
CBRD before requesting for a licence to operate (from a Local Authority) or a registration with a regulator (from a
Regulatory Body).

BRNs are issued at enterprise level and not at establishment or activity level. Thus an enterprise comprising more than
one establishment will be allotted only one BRN, irrespective of the locations of the different establishments. Fo