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List of Abbreviations

	BD4
	OECD Benchmark Definition of FDI, Fourth Edition

	BoP
	Balance of Payments

	BPM6
	IMF Balance of Payments and International Investment Position Manual, 6th Edition

	CDIS
	IMF Coordinated Direct Investment Survey

	DI
	Direct Investment

	DQAF
	Data Quality Assessment Framework

	EU
	European Union

	FDI
	Foreign Direct Investment

	IIP
	International Investment Position

	IMF
	International Monetary Fund

	NBU
	National Bank of Ukraine

	OECD
	Organisation for Economic Cooperation and Development

	SPE
	Special Purpose Entity

	SSSU
	State Statistics Service of Ukraine

	TOR
	Terms of Reference

	UK
	United Kingdom


Executive summary of discussions
1. Forms 10 and11 (inward FDI) and 12 and 13 (outward FDI) have been amended and updated in line with recommendations made during the earlier missions in 2014. The Forms 11 and 12 are annual: they collect relevant information on all the FDI relationships of the Ukraine enterprise respondent, and the appropriate data on equity and debt transactions and positions of the enterprise with its indirect investors and investments as well as transactions and positions with its fellow enterprises. The Forms also identify each Special Purpose Entity, whether in Ukraine or abroad. 

2. The Forms 10 and 13 are quarterly: they collect equity and debt transactions and positons of the enterprise respondent with each of its immediate investors and investments identified on Forms 11 and 12 respectively. Forms 10 and 13 have been despatched to collect data for Quarter 1 2015, to be returned by 7 April. No early results are available yet.

3. Form 11 for 2014 was been despatched to the 24000 enterprises on the FDI survey register in early 2105. 107 forms have been returned by end-March 2015, of which 52 identified indirect and fellow enterprises. Very little data were collected with respect to indirect investors, but the number of, and data for, fellow enterprises were significant. For example 22 enterprises reported total intercompany loans with fellows of over US$ 1billion (net liabilities). Form 12 for outward FDI relationships is new, and was despatched to around 180 enterprises. Only one useable response was returned.

4. SSSU received and answered many queries from the regional offices. It believes that enterprises were a little wary of the new forms initially, but accepted them when the data were explained. It is very likely that many more indirect and fellow relationships will be identified as respondents become more familiar with the Forms and the data being requested. Many respondents may not be aware of their indirect investors.

5. The collection of data by country breakdowns is very important for users of the statistics, and it seems that respondents were generally able to supply the detailed breakdowns. The identification of special purpose entities may have caused some uncertainty amongst respondents. This should also improve in time as enterprises become more familiar with the concept and the reasons for identification.

6. A number of specific queries were discussed. On Form 11, if no ultimate controlling investor is identified it is reasonable to assume that any enterprise listed in Section 3, or otherwise Section 2, or otherwise Section 1, is the ultimate controlling investor. The ultimate controlling investor can be an enterprise resident in Ukraine. Any transactions and positions with it would not be included in the direct investment statistics for BOP, but would be included in eventual analyses by ultimate controlling country.

7. SSSU made a presentation on the construction and maintenance of the register for the FDI survey. The SSSU register of enterprises is the primary source, generated mainly from State registrations, administrative records (on tax and properties) and financial reports, and updated via a number of business sample surveys. It contains around 40,000 enterprises including some 3,500 inactive enterprises which have ceased to function but remain legal entities. Work is continuing to identify local enterprise groups. 

8. The State registration process includes notification of the involvement of a foreign founder. This is used to derive the basis for the FDI survey register. The survey register is augmented and updated by previous FDI survey returns, information from the National Bank of Ukraine on enterprises making or receiving foreign investments, licences issued to enterprises to make investments abroad and information gleaned from the media. 

9. The FDI survey register includes a range of economic and administrative information on each of its 24,000 enterprises. The information includes activity, industry, employment, State share of enterprise equity. The introduction of the new Forms will help to improve the FDI register in terms of both the coverage and the information it contains. Long-term inactive enterprises are removed from the register as they are identified and previous survey data, if available, are used to impute for other enterprises which do not return a form. Active non-respondents with no previous survey data are pursued by the regional offices to make sure that data are collected from them. Reasons for non-response are investigated and summarised. 

10. At present all enterprises on the register are approached on the FDI survey. SSSU are planning to move to a sample survey in the medium term. 

11. The questionnaires used on the UK FDI survey were discussed and compared to the Ukraine questionnaires. A major difference is that the UK questionnaire does not ask a responding enterprise to list all immediate and indirect investors or investments, but in effect it requests separate data collection for each relevant foreign enterprise in a direct investment relationship. The UK questionnaires collect aggregate transactions data. All the details components are included, but not shown separately as in the SSSU forms. Two separate questionnaires are used in the UK, one for inward and one for outward. The same questionnaires are used for the quarterly and annual surveys.

12. All guidance notes and definitions are contained within each UK questionnaire. All the Guideline documents are readily available on the SSSU website for each FDI Form, but there may be a practical risk in the separation of the Forms for data collection and the accompanying Guidelines. In particular the Guidelines are only despatched once a year, even for the quarterly Forms. The development in the UK of an electronic questionnaire with descriptions and guidance attached to each data cell was described. SSU plan to move towards electronic data capture.    

13. Both SSSU and ONS in the UK deal with a lot of queries on their FDI statistics. The UK practice is to compile a detailed briefing pack which includes likely questions and answers for each quarterly release of the statistics. An issue for SSSU is to explain differences in its FDI statistics and those compiled by NBU, although there are always differences between FDI survey results and the BOP statistics for direct investment. 

14. At present the SSSUI survey does not collect information on the industry or activity of the foreign direct investors. This is not needed for BOP statistics but in time it is likely to be needed by users for analyses of globalisation, for example to assess the extent of financial enterprises investing in Ukraine companies. 

15. The Directional Principle presentation was discussed in detail, with simple examples to indicate how the equity and debt positions and transactions should be treated. The country allocation by immediate investor and by ultimate controlling investor was also highlighted. The ultimate investor concept is only relevant to the Directional Principle and is described in detail in the OECD Benchmark Definition (BD4). It was recognised that the FDI survey results will be most useful to users if they are released according to the Directional Principle. 

16. Some tables were suggested in outline to show how the survey data could be released. Country breakdowns would be the main interest, then breakdowns by industry and activity. Separate tables could show the equity and debt data by country for immediate investors, equity and debt data between Ukraine enterprises and their fellows, net equity and debt investment by immediate country and then the same net figures by ultimate country. Outward direct investment follows the same principles, but the main user need and priority will be on inward statistics. 

17. SSSU are working towards 2016 for the first publication of the FDI survey results. There are likely to be confidentiality constraints for some of the analyses until the survey becomes more established.

18. The SSSU Methodology Department is responsible for preparing standard quality reports on enterprise surveys. It conducted a successful survey of users of the foreign investment statistics in July 2014 designed to collect data on user satisfaction and priority improvements. The questionnaire collected views on the quality of the statistics, how they should be released, how they are used and how important the figures are to the user. Completed questionnaire were received from 220 users comprising 47% from Government, 23% from business, 19% from academia and 5% from financial institutions.

19. Overall the percentage ratings of “Excellent” or “Good” were between 86% - 88% for relevance, clarity, reliability, timeliness and comparability/consistency. The requests for improvement were mainly for more detail and more aggregates. SSSU will be able to meet most of the requests.

20. The results of the consultation are available on the SSSU website accompanied by a description of all aspects of the FDI survey methodology. The website also outlines what and how improvements will be implemented, and why some of the requested improvements cannot be met. 

21. UK experiences of user consultation have not been so thorough or so objective. They are usually made during user group meetings, but efforts are always made to meet specific queries or requests for improvements from users. Quality reports on enterprise surveys are mainly based on a full description of the survey methodology. Statistical indicators of data quality are calculated annually under the requirements of the European Union BOP Regulation. In time SSSU could calculate some or all of these indicators to include with the other documents on the quality of the statistics. Here is a reference to the full quality report on Euro area Balance of Payments statistics for 2013. It includes a description of each of the quality indicators. 

http://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&ved=0CDcQFjAC&url=http%3A%2F%2Fwww.ecb.europa.eu%2Fpub%2Fpdf%2Fother%2Feuroareabalanceofpaymentsiipstatistics201404en.pdf&ei=zgEcVZaaAcXVarT3grAH&usg=AFQjCNH_O0DDcQqHC_Ui1dVOA9b7Z6X5cg
22. The mission discussed the steps SSSU will need to take in moving towards an FDI survey based on a sample of enterrpsires. The main decision points are: (i) sample size, (ii) sampling unit (individual enterprises or local enterprise groups), (iii) stratification factor (essentially employment or net asset value), (iv) number of strata and numbers of enterprises in each stratum, especially the top one, and (v) grossing up method. Sampling unit is not an issue with the current census approach. Using the local enterprise group as the unit assu,mes that the head company will know all the foreign transactions and positions of each of the enterprises in the group.  

23. It would be useful for SSSU to research the FDI sampling methodologies of other countries, in particular the FDI surveys in Canada, Australia and UK. Here is a link to the decription of the FDI survey methodology in UK. 
http://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CD4QFjAA&url=http%3A%2F%2Fwww.ons.gov.uk%2Fons%2Fguide-method%2Fmethod-quality%2Fquality%2Fquality-information%2Feconomy%2Fquality-and-methodology-information-for-foreign-direct-investment--fdi-.pdf&ei=QlEdVdO_HITXauL9gMAJ&usg=AFQjCNGKz07y6jPxs1oQhUsuessVGYgqkQ
24. SSSU should be able to research the effects of different sampling designs and methods using the data collected on all the FDI forms for 2014. This reasearch could include the effect on total estimates using local enterprise groups as the sampling unit instead of individual enterprises. 

25. Previous missions have discussed the potential use of commercial databases of foreign ownership, in particular the Dun and Bradstreet database. At present the funding is not available, but SSSU will keep the prospect in view. The use of the database could be very helpful for stratification and grossing purposes when the FDI survey is sample based.  

26.  The July 2014 mission was a follow-up to the missions in March and July 2014, and was just as interesting and productive. The attention, interest and participation of all the SSSU compilers were as full as ever, and the excellent translation services of Anna Chornous were crucial to the mission in ensuring the understanding of the discussions by all the participants.

Recommendations 
1. If an enterprise answers “Yes” to Questions 64 and/or 65 of Form 10 it should clarify when the enterprise should complete Form 11. Similar clarification would be helpful for Questions 61 and/or 62 of Form 13. 

2. Line 1.11 and Line 3.11 of Form 11 and Form 12 should include “Yes”, “No” and “Do not know” options.

3. It would be helpful for respondents to include more references to the Guidelines within the data collection sections of the Forms. For example Section 5 of Form 11 could refer the respondent to the description of a Fellow enterprise given in the Guidelines to the Form.

4. If standard SSSU practice allows, it might be helpful to include a short note in the Guidelines on how the data requested will be used and why they are important. 

5. Column 7 of Sections 2 and 3 of Forms 11 and 12 should specify “>50%” interest in the equity capital.

6. Given the experiences of the returned Forms 11 and 12, Sections 2 and 3 could reasonably be reduced to 5 rows at most. The Forms would seem less intimidating and would be less likely to imply that an enterprise should be completing all the rows.

7. It would be helpful if the FDI register could include an indication of the financial worth of each enterprise, for example the equity valuation. This will be useful for stratification and grossing up purposes when the survey is based on a sample of the register.

8. Outline tables could be prepared to show how the data from the FDI survey could be published, for example separate tables of equity and debt by immediate country, by country of fellows, net equity and debt by immediate country and then by ultimate country. The tables could be populated as data are collected via the questionnaires, and the outlines of the tables could be discussed with a range of users for their views and suggestions.
9. Investigate Stats Canada, ABS and ONS websites for their FDI survey methodology.
10. Research different sampling methods using data from all Forms for 2014, especially employment or net asset value for the stratification factor, enterprises in top strata, enterprise or local enterprise group sampling units, grossing up methods
Annex 1. Terms of Reference
1. Present the results of the surveys on relationships of the companies with foreign direct investment/direct investing companies based on Forms No. 11-fea (VPI), No. 12-fea (VPI) as of 31.12.2014 (completeness of population coverage, respondent typical errors, quality of received data, number and causes of "non-response").

2. Get expert recommendations on preparing data publications on FDI statistics taking into account requirements of the Balance of Payments Manual (BPM6) and the Benchmark Definition of Foreign Direct Investment (4th Edition), (publication format, by indicators).
3. Discuss planning of publication of the obtained data on the relationship of enterprises with fellow companies and present data to the National Bank of Ukraine.
4. Discuss planning of publication of the obtained data on special purpose entities and present data to the National Bank of Ukraine.
5. Get recommendations on maintenance of the business register for the FDI survey.
6. Discuss and get recommendations on preparation of FDI quality report.
7. Identify necessary steps to transform the FDI survey into a sampling frame.

Annex 2. Persons met

SSSU:
Мyroslava М. Sobko, Deputy Director, Production Statistics Department

Olha M. Antonova, Head of Unit for Statistics of investments of Foreign Economic Activity

Olena M. Faraon, Chief Economist, Unit for Statistics of investments of Foreign Economic Activity

Inessa Kondrasheva,  Chief Economist, Unit for Statistics of investments of Foreign Economic Activity

Anna Chornous, Interpreter

RTA Team:
Olga Burbelo, RTA Assistant
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