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List of Abbreviations

CSB

Central Statistical Bureau of Latvia

EGR               EuroGroups Register
EU

European Union

FATS

Foreign Affiliates Statistics
IFATS

Inward Foreign Affiliates Statistics
OFATS

Outward Foreign Affiliates Statistics
FDI

Foreign Direct Investment
NACE rev 2
Statistical Classification of Economic Activities in the European Communities

SBS

Structural Business Statistics
SD

Statistics Denmark

SL

Statistics Lithuania
SSSU 

State Statistics Service of Ukraine

ToR

Terms of Reference

Executive summary

The mission covered the following topics:

1. Joint work and discussion on the Draft Methodology for calculation of structural statistics indicators, including the activity of natural persons-entrepreneurs, in particular the expanded list of indicators on natural persons-entrepreneurs, methodology and their calculation procedure according to the EU requirements on SBS.

2. Discussion on test results of the Draft Methodological guidelines on interrelated SBS indicators (based on the Eurostat document "The SBS validation process") using the 2014 SBS survey. 

3. Introduction to Latvian and Lithuanian experience in compiling statistical indicators of foreign-controlled enterprises (hereinafter - FATS), stipulated by EU regulations #716/2007 as of 20.06.2007 and # 747/2008 as of 30.07.2008. 

1. General comments

This mission report was prepared within the Twinning Project „Support to Development Process in the State Statistics Service of Ukraine with the Objective to enhance its Capacity and Production”. It was the second mission devoted to Activity 5.3. Working mission within Component 5. Structural Business Statistics (SBS) of the project. The purpose of component 5 is to harmonise structural statistics indicators of Ukraine with the EU standards and introduce the SBS Validation Process into the Ukrainian statistical practice. The mission is aimed to discuss and assess the developed draft methodology of compilation of an expanded list of indicators of structural business statistics on activity of natural persons’ entrepreneurs in accordance with European practice and discuss the results of the approbation of the Methodological regulations on interrelated structural statistics indicators, based on Eurostat document "The SBS validation process" into Ukrainian statistical activities. 
The experts would like to express their thanks to all officials and individuals met for the kind support and valuable information which we received during the stay in Ukraine, and which highly facilitated the work of the experts.

The views and observations stated in this report are those of the experts and do not necessarily correspond to the views of the EU, the SSSU or Statistics Denmark.

2. Work done 
2.1. Joint work and discussion on the Draft Methodology for calculation of structural statistics indicators, including the activity of natural persons-entrepreneurs, in particular the expanded list of indicators on natural persons-entrepreneurs, methodology and their calculation procedure according to EU requirements on SBS.

The EU experts were familiarized with the existing state on the produced SBS indicators on natural persons-entrepreneurs in Ukraine. The population of natural persons in Ukraine consists of persons who carried out any lawful economic activity and persons carrying out independent professional activity. There are no limits for the number of employees and turnover of natural persons in the first group. The number of employees hired by persons carrying out independent professional activity could not exceed 4 employees. Data on persons carrying out independent professional activity are temporarily not available until an agreement is signed. Up to now, on the basis of administrative data received from the Tax authority four SBS indicators (11110 number of enterprises, 12110 turnover, 16110 number of persons employed and 16130 number of employees.) are prepared in the SSSU. Natural persons counted 77.2 per cent of enterprises, their turnover – 5.6 per cent of the turnover of the non-financial sector in Ukraine in 2013. Based on information received during missions in the frame of the twinning project the SSSU developed draft methodology for the calculation of the expanded list of indicators on natural persons-entrepreneurs. This methodology was presented and discussed in detailed.
The calculation of non-existed SBS indicators is based on existing indicators on natural persons and estimation coefficients are calculated from the data of reported enterprises divided in groups. Groups are formed according to NACE rev 2 sections (C, D, E and etc.), size classes by person employed (0-1, 2-9, 10-19, 20 and more), boundaries of the turnover and steps inside. The EU experts assessed this method as reasonable. At the same time the size of groups and impact of the outlier values on coefficients were discussed. It was suggested that the outlier values should be eliminated and groups should be quite large to avoid accidental deviations. Experts also recommended to expand the list of activities for the estimation of 13120 variable for the NACE activities where might exist purchases of goods and services for resale (for example 35.14, 35.23, 68.1, 52.29, 79.11). Based on practise, the experts advised to treat the social insurance taxes payed by self-employed conditionally might as “labour factor input” and to adjust the calculation of variable 12170 “Gross operating surplus” regarding the definition of variable. The list of produced SBS variables for natural person also might be extended by variable 20110 “Purchases of energy products”. Firstly, the SSSU should make an analysis to estimate if it is reasonable (important) for the results. 
The SSSU interested how was produced variable 16140 “Number of employees in full-time equivalent units”. 
In Lithuania this indicator is calculated in NSI using primary indicators collected in the SBS statistical questionnaire as well as data collected from the quarterly Labour force survey. Primary indicators such as number of employees, number of part time employees, hours worked by employees and hours worked by part time employees are collected. The number of employees in full-time equivalent units is estimated using the methodology developed by the Labour force survey.
In Latvia this indicator is calculated in NSI using primary indicators collected in the SBS statistical questionnaire (number of employees) and data collected from the quarterly Labour force survey (number of employees, number of part time employees, hours worked by employees and hours worked by part time employees). The number of employees in full-time equivalent units is estimated using the methodology developed by the Labour force survey.

2.2. Discussion on test results of the Draft Methodological guidelines on interrelated SBS indicators (based on the Eurostat document "The SBS validation process") using the 2014 SBS survey. 

The SSSU experts presented developed additional data controls used to check the accuracy of primary statistical data collected through statistical questionnaires and the SBS data quality control regarding the document on the Methodological regulation on interrelated structural statistics indicators. The document includes all quality checks requirements recommended by Eurostat, i.e., it fully comply with Eurostat recommendations on quality checks in the document “The SBS validation process”. Detailed explanations how data quality checks are performed were presented.
The primary data control system is composed of arithmetical and logical rules. This checking is performed at the enterprise level. Checking rules are highlighted in the questionnaire. 
Regional data collection offices are responsible for ensuring of the primary data quality at the enterprise level (taking into consideration the implemented control rules). Special attention is paid to big and important enterprises and in the surveys they are marked as particularly important.  The secondary control of primary data is performed in the Department of Structural and Financial Statistics of Enterprises. Statistical survey data are also checked against other available statistical and administrative data sources.

Year-to-year checks, taking into account the economic growth and inflation, are performed for the main SBS indicators at the aggregated level by experts of the Department of Structural and Financial Statistics of Enterprises., Identification of year-to-year variations and outliers at the enterprise level also is carried out.

The aggregated SBS data are checked and the checking rules correspond to Eurostat’s requirements with one exception: the rules implemented under the previous stages of control are not reduplicated under this stage. Комментарий: возможно вместо слов "with one exception" лучше использовать слова "при этом"?
The SSSU interested in making data control for NACE Rev. 2 section K (Financial and insurance activities) enterprises. The data checks are basically similar to the ones already implemented for dataset 1A – Annual enterprise statistics for service. NACE Rev.2 code K6419 has been added to 1D2 – Annual enterprise statistics for central banking and credit institutions classified in NACE Rev.2 64.19 dataset and the same checks as for K6411 have been implemented. The complete checks have been implemented for the new 1G – Annual enterprise statistics for insurance service and pension funds dataset requested from the reference year 2013.
The experts of the Department of Structural and Financial Statistics of Enterprises analyse and define deviations from quality rules. The analysis is made by sector and by size classes (big, medium and small). 
The SSSU experts also were informed that Eurostat developed the data validation tool EDIT which is strongly recommended for checking the SBS data quality. It would help the SSSU. 
2.3 Introduction to Latvian and Lithuanian experience in compiling statistical indicators of foreign-controlled enterprises (hereinafter - FATS), stipulated by EU regulations No 716/2007 as of 20.06.2007 and No 747/2008 as of 30.07.2008. 

The Latvian and Lithuanian experience of methodological and practical aspects of compilation of FATS in accordance with EU legislation was presented. Experts from the CSB of Latvia and Statistics Lithuania gave a presentation on the compilation of foreign affiliate’s statistics (FATS). 
The Latvian expert’s presentation contained information about the responsible organisations of data collection, sources for identification of the foreign affiliates, sources used for preparing data for foreign owned enterprises and some results.
In Latvia inward FATS statistics is a part of the structural business statistics (SBS) and all required variables are collected. Information on the ultimate controlling institutional unit (UCI) is obtained using different sources.
For outward FATS needs the CSB of Latvia conducts an annual survey from resident enterprises that are the ultimate controlling units and who have subsidiaries or branches abroad. The report provides information on the: name of the entity, its identification number, country of location, degree of control, economic activity and all variables required by the FATS regulation.
In Lithuania IFATS and OFATS survey is performed on the basis of the FDI survey (as FATS population is subpopulation of the FDI survey). IFATS data required for identification of foreign controlled enterprises and their UCI is collected through the separate Annex 1 of annual FDI questionnaire. Enterprise group register, EGR, Administrative data, Notes to the Annual Financial Reports and media are used as additional data sources. The values of characteristics are added from the SBS survey on the enterprise level. 
The OFATS data are collected through the Annex 1 of annual FDI questionnaire as well. The name of the entity, its identification number, country of location, degree of directly (or indirectly) control, economic activity and three variables required by the FATS regulation are questioned. 
A more detailed overview of the presentations is provided in the PowerPoint documents presented by the CSB of Latvia and Statistics Lithuania and annexed to this report.
3. Conclusions and recommendations
The recommendations from the mission are as follows:
1. To improve and adopt the methodology for the estimation of SBS variables for natural persons -entrepreneurs and apply it next  year for making estimations using the full list of SBS indicators taking into account the activity of natural persons – entrepreneurs for 2014 and 2015.
2. Examine the possibility of obtaining administrative data on the activity of self-employed persons who carry out independent professional activities and their further accounting when compiling SBS indicators. 
1. To monitor and improve the SBS data quality constantly. To analyse and define deviations from the quality rules.
Annex 1:
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European Union Twinning Project 
Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production

Twinning No.: UA/13/ENP/ST/38

MISSION PROGRAMME 

Working meetings between the representatives of the Department for Structural Statistics and Statistics of Business finance (SSSU) and the EU experts within the framework of the Twinning Project “Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production”.

22–24 September 2015 

Component 5 Structural Business Statistics (SBS) Activity 5.3 Working Mission

Experts: 

Ms Antanina Valiuliene (Statistics Lithuania) 

Ms Ilona Kallione (Central Statistical Bureau of Latvia)

Date: 22-24 September 2015

Working language: Russian
	
	Morning
	Afternoon

	Tuesday

22/09/2015
	10:00 Arrival to the SSSU 

Address: 3 Shota Rustaveli Str., Press centre

Experts are welcomed by Ms K.Zhukay, unit of protocol
10:00-13:00

Discussion of the Mission programme and tasks.

Joint work and discussion on the Draft Methodology for calculating of structural statistics indicators, including the activity of natural persons-entrepreneurs, in particular the expanded list of indicators on natural persons-entrepreneurs, methodology and their calculation procedure according to EU requirements on SBS.


	14:30-17:00

To be continued

	Wednesday

23/09/2015
	10:00 Arrival to the SSSU 

Address: 3 Shota Rustaveli Str., Press centre

Experts are welcomed by Ms K.Zhukay, unit of protocol
10:00-13:00

Discussion on test results of the Draft Methodological guidelines on interrelated SBS indicators (based on the Eurostat document "The SBS validation process") using the 2014 SBS survey.
	14:30-17:00

To be continued

	Thursday

24/09/2015
	10:00 Arrival to the SSSU 

Address: 3 Shota Rustaveli Str., Press centre

Experts are welcomed by Ms K.Zhukay, unit of protocol
10:00-13:00

Introduction to Latvian and Lithuanian experience in compiling statistical indicators of foreign-controlled enterprises (hereinafter - FATS), stipulated by EU regulations #716/2007 as of 20.06.2007 and # 747/2008 as of 30.07.2008.
	14:30-17:00

To be continued



Annex 2. Persons met
SSSU:

Ms. Margarita Kuznetsova, Deputy Director, Department for Structural and Business Finance Statistics, SSSU

Ms. O.Kolpakova, Deputy Director, Head of Business Tendency Surveys Unit, SSSU

Ms. Zakharova Tetiana, Head of division, Department for Structural and Business Finance statistics, SSSU

Ms.Krytskyi Oleksandr, Head of Division for Complex Works, Department for Structural and Business Finance Statistics, SSSU

Ms.O.Kravchuk, Deputy Head, Unit for Structural business surveys

Ms.Z. Yurchenko, Chief specialist-economist at Unit for Structural business surveys

RTA Team:

Irina Bernstein, RTA

Annex 3. List of presentations made during the mission

1. Foreign AffiliaTes Statistics in Latvia (FATS) (FATS_LV.pptx)
2. Foreign AffiliaTes Statistics in Lithuania (FATS) (FATS in LT_mission in Ukraine.ppt)
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