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List of Abbreviations

ToR		Terms of Reference
SSSU 		State Statistics Service of Ukraine
INSEE	Institut national de la statistique et des études économiques (National Institute for Statistics and Economic studies)
ESA		European system of accounts
SNA		System of national accounts
GDP		Gross domestic product
GNI		Gross national income
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This mission dealt with the following topics:

· Treatment of some territories of the areas of Donetsk and Louhansk 
· Diffusion of data to Eurostat 
· National diffusion of national accounts 
· Satellite accounts
· Global output 

The treatment of some territories of the areas of Donetsk and Louhansk constituted the priority of the SSSU; an important part of this mission has been devoted to advise the SSSU on this subject, mainly on the technical sides which present unusual difficulties. We also tried to give advices in order to facilitate documentation and the following communication on this subject, while leaving the SSSU totally free to decide of its future policy of external communication. 

The presentation of the requirements of Eurostat as regards data transmission made it possible to the SSSU to become aware of the extent of work to be realized. The third mission, which could take place in the week from October 12th to October 16th, 2015, should look further into the examination on specific points that the SSU will determine by then. The question of “quality” could be approached on this occasion. 

As regards national diffusion of the national accounts, the suggested approach should make it possible to SSSU to better think of its policy in this field. 

The presentation of last international expansions in what regards the treatment of global production should help the SSSU to treat this difficult question with multiple aspects. It is in particular the case with regard to international subcontracting whose modification of treatment introduced by SCN2008 and SEC2010 must be taken into account.

[bookmark: _Toc416341320]1. General comments

This mission report was prepared 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”, funded by the European Union. It was the second mission devoted to the National Accounts component of the project. The mission took place in the SSSU (Kiev).


The concrete objectives of the mission were:
· To bring information to the SSSU on the diffusion of data to Eurostat by Member States; to allow SSSU to profit from the concrete experience of France. 
· To bring a help to the SSSU in order to lay down a policy of (national) diffusion of national accounts. 
· To bring information to the SSSU on satellite accounts; to allow the SSSU to profit from the experience of France in this field. 
· To bring information on global production and its treatment in national accounts 
The events in some territories of the areas of Donetsk and Louhansk, after those of Crimea at the time of the first mission, led the SSSU to firstly require examination on their treatment. Nearly two half-days were devoted to this difficult question, which has multiple aspects. 
However, the topics initially forecasted in the program (cf above) have been examined as expected. But if the SSSU wishes it, the examination of the treatment of global production could be more thoroughly examined at the time of the third mission, which should take place during the week from October 12th to October 16th, 2015.
The experts would like to express their thanks to the SSSU team for its very kind welcome, and more generally to all the persons with which they have been in contact. A special thank has to be added, along with congratulations, to Lilian, our translator, for the quality of her work and her dedication to our mutual understanding.
The views and observations stated in this report are those of the experts and do not necessarily correspond to the views of EU, SSSU nor INSEE.
[bookmark: _Toc416341321]2. Assessment and results

The main themes approached during this mission were the following:
· Treatment of some territories of the areas of Donetsk and Louhansk 
· Diffusion of data to Eurostat 
· National diffusion of national accounts 
· Satellite accounts
· Global output 

[bookmark: _Toc416341322]2.1 Treatment of some territories of the areas of Donetsk and Louhansk

At present, Ukrainian accounts are established on an economic territory excluding Crimea. A new discussion is in hand for the taking into account of the events happening in some territories of the areas of Donetsk and Louhansk. The first half-day of the mission and part of the fourth were devoted to this difficult question.

Globally speaking, the experts advise to really document all numerical assumptions, by nature fragile, and the selected conceptual options. To decide to publish them in a transparent way or to keep them in-house is of course a choice of another nature which belongs to the SSSU. The main conclusions of the discussions, which are presented below take into account the need to avoid complicating too much the countable and statistical processing. They are of course only recommendations a priori and it will be up to the SSSU to adapt them if necessary at the time of their practical application. 

The first point to be dealt with relates to the destructions: factories and dwellings, especially. One has to differentiate here flows accounts from assets accounts. 
· Regarding flows accounts: the various aggregates, like production and added-value, will decrease because of disappearance of the productive assets which generate them, but there is no specific treatment to carry out. 
· Regarding stocks accounts: the destruction of these assets must be transcribed in “other changes of volume”. This treatment also applies to destroyed large military equipment (in particular tanks). 

Some assets of those zones, such as dwellings, will have seen their value decrease even without being destroyed. This fall constitutes a holding loss to record in the topic “holding gains and losses” of the revaluation accounts. It would be advisable to distinguish the specific loss due to this disturbed situation in the said territories from the real variation of the values, i.e. beyond the (positive or negative) general trend of prices (price of the GDP). 

In addition, five specific points were examined: 
· coal sold by separatists in Russia; 
· the assets (productive equipment) transferred in Russia without counterpart; 
· the Russian military equipment provided to the separatists; 
· humanitarian aid given to the separatists; 
· the agricultural lands which were mined. 
One will examine successively these points.

Sales of coal

Part of the coal produced in this zone is sold by the separatists in Russia. They are thus exports. The question is that of knowing in which institutional sector can be classified the separatists, in order to affect the corresponding incomes to this sector. It is difficult to consider another ranking that “households”. But it will really be necessary to insulate (at least in-house – cf above) the corresponding amounts.

The creation of an “institutional quasi sub-sector” that one could call “Transactions with some territories of the areas of Donetsk and Louhansk - S149”, would be desirable in theory. It would be built on the same model that the account of the transactions with the rest of the world, and would be limited to the description of specific flows between Russia and the separatists. It would thus make it possible not to have to describe the whole of the accounts of this sector, in particular its relations with the rest of S14 (households), which would prove probably too complex, in particular because of humanitarian aid (cf below).


Transfer of productive assets

The productive equipment sent in Russia without financial counterpart is to be treated in “other changes of volume”. There is no specific treatment for the flows accounts. On the other hand, the cars of households which leave Ukraine towards Russia do not constitute a fixed asset because they are recorded in final consumption and not in gross fixed capital formation. They could thus appear only in a “for the record” entry, recalling the movements of durable goods. But those which were still in stock (in the trade offices, for example) are included in assets and must be treated as “other change of volume”. 

Supply of military equipment 

With regard to the military equipment provided free by Russia (tanks for example, recorded in gross fixed capital formation according to the international Manuals SEC 2010 – SNA 2008), we can say that there is transfer of economic property since the separatists sell the destroyed tanks at the cost of metal after having cut them out in scrap.

From an accounting point of view, it would seem logical to have a capital transfer, Gross Fixed Capital Formation and an increase in the stock of assets. However, the institutional sector in question being that of the households (cf above), there would be thus creation of a military Gross Fixed Capital Formation for the sector of the households, which is not envisaged by the ESA or the SNA and would introduce many difficulties (creation of a non-market service produced by households?). 

Another solution would be to consider that this transaction is final consumption of household (and a current transfer). But neither this solution is in conformity with the ESA - SNA.

Of course, the very delicate questions of statistical evaluation add themselves to these conceptual problems. Vis-a-vis all these problems, the experts think most reasonable not to reflect the military equipment provided free by Russia in the accounts. The resale of scrap indicated above could be recorded in production (activity of recovery), export of scrap and income of the quasi institutional sub-sector S149. One will have to make sure that all these modifications will be treated in consistency with balance of payments.

Humanitarian aid 

What is called “humanitarian aid” comprises in fact two phenomena’s: 
· a true humanitarian aid given to the separatists who partly resell it. It is a transfer coming from the rest of the world (international cooperation if it comes from a state). As a counterpart, there is importation and consumption of the various provided products. 
· military equipment: ammunition, fuel, uniforms. Insofar as large military equipment (tanks) provided would not be reflected, it seems logical not to recall this equipment either. Failing this, it would be necessary: 
· or to record a current transfer and a final consumption, which does not seem in conformity with ESA - SNA, in particular for the ammunition, 
· or to come to classification as intermediate consumption, which would once again draw the question of the creation of a non-market production of households. 
None of these two solutions is thus satisfactory. 

Mined agricultural lands 

For mined agricultural lands, the analogy with a built ground on which the building was destroyed pushes us to recommend a treatment in holding loss. 
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The question of the transmissions of the national accounts to Eurostat was tackled under its various aspects, mainly: 

· knowledge of what is required 
· availability of the data 
· respect of the deadlines 
· their transmission 
· documentation and controls 
· needed means

A slide show, created for that purpose, was used as a support to this presentation. It appears as annex 3 of this report. 

The following questions were especially discussed: 

- taking into account illegal activities. ESA 2010 in its paragraph 1.79 states clearly that these activities must be included in national accounts since they have a significant importance in the concerned territory. For the European Union member states, Eurostat imposes inclusion in the accounts of prostitution, drug trafficking and smuggling of tobacco and alcohol. One will find below the link towards a document of INSEE specifying the obligation for the Member States to include an estimate of these activities in the notification of their Gross National Income.
http://www.insee.fr/fr/indicateurs/cnat_annu/base_2010/methodologie/notification-rnb.pdf
- the documentation of the link between corporations accounts and the corresponding aggregates of national accounts. One will find below the link towards the French document dealing with this question.
http://www.insee.fr/fr/indicateurs/cnat_annu/base_2005/methodologie/PSB-base-2005.pdf
See in particular appendix 4 and table 3 p.8 

- development of input-outputs tables to be sent to Eurostat. One will find below the link towards the corresponding French document as well as the document related to the development of specifically French input-outputs tables, from which the tables for Eurostat are drawn up. 

Specifically French SUT
http://www.insee.fr/fr/indicateurs/cnat_annu/base_2000/documentation/methodologie/nb13.pdf
SUT for Eurostat
http://www.insee.fr/fr/indicateurs/cnat_annu/base_2000/documentation/methodologie/nb20.pdf

In addition, the question of the distribution of the value added tax in connection with various types of fraud was discussed. 

[bookmark: _Toc416341324]2.3 The (national) diffusion of the national accounts 

The diffusion of the national accounts was approached starting from the questions which arise for the producer while laying down a policy of diffusion: 

· Which users are aimed? 
· Which support(s)? 
· Free access / Tariffing 
· What contents? 
· Which after-sales service? 
· Which means? 

being specified that these various questions cannot be treated independently from/to each other. 

A slide show, created for this occasion, was used as a support to this presentation. It appears as annex 4.

[bookmark: _Toc416341325]2.4 Satellite accounts

A general presentation of the philosophy of the satellite accounts, their statute and their articulation with the central framework of national accounts was made on the basis of the slide show which appears as annex 5 of this report. This presentation was based on the French experience, which made it possible to show the diversity and the interest of satellite accounts, but also the difficulties that their development and their maintenance must overcome. It also showed that these difficulties are strongly related to the specific organization of each country and the need for a coordination ensured by the department of national accounts.

In Ukraine, a small number of satellite accounts are carried out and others are in preparation. All are entrusted to the statistical units of the fields concerned (within the SSSU). The main problem seems to be the difficult question of the articulation with the central framework compiled by national accountants since the satellite accounts are established independently of the central framework.

[bookmark: _Toc416341326]2.5 Global production

The presentation of what it is agreed to call “global production” was carried out with the support of the slide show which appears as annex 6. This presentation refers to the general texts (SNA 2008 and ESA 2010) as well as the “Guide to measuring global production” that a “task force” of the Economic commission of the United Nations for Europe (UNECE) released recently.

Among the various aspects of this plentiful subject, directly related to globalization and the internationalization of groups of corporations, the presentation especially concentrated on international subcontracting (work under contract): the treatment of the corresponding flows “Net” constitutes a major innovation of the SNA 2008 and ESA 2010. 

This difficult question was examined under its theoretical and statistical aspects (available sources, coherence between these sources, evaluation methods). 

In connection with this question, “Special Purpose Entities (SPE)” were evoked. In addition, two other related topics were presented: 

· the profiling of the groups of corporations; 
· transfer prices. 

If the SSSU thinks it is useful, the question of the international mobility of workers and the transfers of corresponding incomes could be approached at the time of the third mission.

[bookmark: _Toc416341327]3 Conclusion and recommendations 

The treatment in national accounts of the events which occurred recently in part of the Ukrainian territory constituted a priority for the SSSU: we took the time to answer its expectation in a way as complete as possible. The general recommendations that we made are of two natures:

· Isolate as well as possible the modifications to the accounts required by these events, be it in the flows accounts or in the assets accounts. Document as well as possible the assumptions carried out, should they be conceptual or statistical. The degree of transparency in the diffusion of the accounts was also evoked, but it is more of a non-technical choice which belongs entirely to the Ukrainian part.

· Do not seek to reflect all the countable consequences of a complex and badly known reality, but do concentrate on the points considered to be essential. The examination carried out at the time of the mission shows that it is already a very delicate task. 

The presentation of the requests of Eurostat as regards transmission of national accounts showed the SSSU the extent of the task. Now SSSU must examine in a detailed way the appendix B of the ESA regulation. Doing so, at the time of the third mission, we will be able to examine the more precise points that the SSSU wishes to examine. The other requirements of Eurostat could be also developed, in particular those which enter within the framework of the notification of the Gross National Income and the corresponding process of reserves. In parallel, quality standards, with the meaning that international organizations give to this term, could be discussed.

As regards national diffusion, the team of the SSSU well understood the approach suggested to lay down a policy of diffusion according to the context in which they find themselves. A priori, this subject does not call for a complement. 

As for satellite accounts, we recommended to the SSSU to endeavour to improve their articulation with the central framework. This means a better coordination with the units in charge of the satellite accounts. 

The changes in the treatment of international subcontracting brought by SNA 2008 and ESA 2010 must be set up. It is however a difficult question which will require a close cooperation especially with the team responsible of the compilation of Balance of payments. In a general way, moreover, a close cooperation with this service becomes increasingly necessary. Indeed, the last version of Handbook 6 of Balance of payments is in complete conformity with SNA 2008 – ESA 2010: to be coherent, these two systems must be elaborated in full coordination.


[bookmark: _Toc416341328]Annex 1: Terms of Reference
for a short-term mission to the State Statistics Service of Ukraine

Component 1 National accounts
Activity 1.3 "Improving the collection, processing and dissemination of statistical products"
23–25March, 2015

General information 
Statistics Denmark in partnership with INSEE France, Statistics Lithuania, Statistics Finland, Central Statistical Bureau of Latvia, is leading the EU-Twinning project on “Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production” in Ukraine. The beneficiary is the State Statistics Service of Ukraine.
This activity is implemented under the Component 1 National accounts. 
Topics for discussion:

1. Discussion of EU Regulations and Eurostat requirements concerning national accounts data, presentation formats of annual and quarterly sectorial accounts data, financial account, quarterly and annual national accounts, "resources-use" tables,  regional accounts.
2. Discussion on the practical experience of the EU countries in preparing data for Eurostat and publication formats of national accounts indicators for users.
3. Discussion on linkages between the central system of accounts and analytical additions (satellite accounts) to SNA (auxiliary revenue statistics, other analytical developments, etc.). 
4. Study the informational support to reflect the modern world economy changes in the national accounts (multinational corporations, transfer pricing, offshore institutional units to make financial transactions, use of intellectual property, mobility of labour force and incomes received from overseas).
5. Discuss ways to further improve the performance of Ukrainian SNA. 

Consultant and counterpart
The mission will be carried out jointly by:
Mr Jean-Pierre Berthier (INSEE France), 
Ms Marie-Therese Charlotte Schlitz (INSEE France) 

The BC counterpart will be: 
NIKITINA Irina, Director of Macroeconomic Statistics Department
MOSKVIN Oleksiy, Deputy Director of Macroeconomic Statistics Department

Timing
The mission will be carried out on 23-25 March in Kyiv, Ukraine


[bookmark: _Toc416341329]Annex 2: Persons met

SSSU:
Irina NIKITINA, Director of Macroeconomic Statistics Department 
Oleksiy MOSKVIN, Deputy Director of Macroeconomic Statistics Department 


RTA Team:
Irina Bernstein , RTA
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Data diffusion to Eurostat

Insee Mission J.P. Berthier, C. Schiltz

Kiev, march 23-25, 2015
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1. General information on transmission

The extent of the transmissions to be carried out
at Eurostat raises many difficulties:

knowledge of what is required
availability of the data (their compilation)
respect of the deadlines

Transmission

documentation - controls
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2. Eurostat requirements

. Statistical transmissions: annex B
Regulation n°549/2013 of 21 may 2013
. In addition, two more sensitive transmissions:

- notification of Gross National Income for
Community taxes

- notification of debt and public deficit within
the Maastricht framework for the euro zone.
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Annex B of ESA regulation (1)

- Annual accounts: goods and services, accounts
by institutional sectors (detailed accounts of
public administrations), financial accounts,
balance sheets

- Quarterly accounts: less detailed but important

- Regional accounts: much less detailed;
important for the attribution of the European
subsidies to least developed areas.
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Annex B of ESA regulation (2)

. Goods and services: values at current prices, chained
volumes (at N-1 prices). Possible revisions of the
accounts: 3 times

. Quarterly accounts: raw series and series corrected of
seasonal variations and effects of calendar

. Reétropolations (historical series)

The text of the appendix is sometimes difficult to read:

- many important footnotes
- sometimes optional transmissions
- varied levels of classifications (and possible regroupings)
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Annex B of ESA regulation (3)

Nearly 60 pages, which start on page 670 of the
English version with a summary giving the n°® of
the tables, the length of the historical series and
deadlines for transmission
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Data availability (1)

Itis very difficult to have all the data to transmit
(obligatorily). However, one must somewhat
relativize this:

. There is data less important than other (even if
this is not official)

. Almost no country provides all the complete
tables

. There are possible exemptions
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Data availability (2)
Exemptions

. More easily granted for

- historical series: data considered to be less
important (e.g. detailed level of classifications,
balance sheets),

- recent Member States.
. Always granted for a limited period (at present

2020) and always negotiated with great
difficulty.
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3 Respect of deadlines

Eurostat really insists on the respect of deadlines
(necessary for aggregation) which constitute a
true constraint

« Quarterly accounts: the trend is (beyond appendix B)
to shorten the time limits under pressure of the
European Central bank.

- GDP: 45 days

_ components of GDP and generation of income accounts by
activity: 60 days

- institutional sectors accounts: 85 days

- public debt: 3 months

. Annual accounts: main deadline = end of September
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4 Transmission

. Data preparation, follow-up of transmissions and
requests for explanation from Eurostat, management
of the changes (of classification, in the European
system of the accounts, formats, software etc.) really
require means

. (for INSEE, a full-time person for annual data)

. The sending itself is carried out via a software
developed by Eurostat
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5 Documentation - controls

. Transmitted data can be different from those
published nationally (from simple level of
classification to contents)

« But Eurostat examines coherence between them

. Documentation and controls are carried out mainly
within the framework of the notification of the
Gross National Income (GNI), but the questions
remain the same (with volume-price split added)
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6 Some final comments

. On the whole, the work of the national
accountants is completely conditioned by the
European constraints

. The extra work, inevitably important, is all the
more heavy when national production/diffusion
deviates from the European precise requests
(e.g.: classifications, aggregation levels)
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(Nationale) diffusion of national accounts

Kiev, march 23-25, 2015

Insee Mission
J.P. Berthier and C. Schiltz
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General considerations
(Plan)

Questions to ask to oneself upstream. But there
are interactions between them

. Whichusers?

. Which support(s)?

. Free access/ tariffing?

. Which contents?

. Which after-sales services?
. What means?
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1 Which users?

Large variety, with very different needs and
competences.

. General public (journalists, teachers, students,
general population)

. External professional public (macroeconomic
studies offices, economic analysis offices, some
dealers)

. Public institutions (other administrations, national
central bank)
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Which support(s)? (1)

Preferred: website. Data on spreadsheet + HTML

Which presentations or features? E.g;: series in level,
index, expressed as a percentage of evolution?
Graphs? Creation of tables crossing various variables

Difficulty to find an “easy to use” organization of the
site (long tree of selection, and not always natural;
need to facilitate access to some essential data)

Documentation: in the files? In a “pdf” version?
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Which support(s)? (2)

. Insertion in a data bank comprising other topics
(each series having an identifier allowing to
import it)

. Easier access for professionals

. Systematic sending of long series under the
same format (for a privileged public)

. Sending data on request, which can require
work to shape data

. Diffusion on paper?
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. 3 Free access / tariffing?

. Access is generally free on Internet (philosophy
+ technical difficulty of the payment)

. Pluralist database: more professional public is;
sometimes tariffed

. Extractions on request (shaping work) a priori
tariffed. But cost of invoicing must not be
underestimated

. Systematic sending: a priori tariffed
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4 Content

Lots of questions arise, beyond the general standard of
a policy of diffusion:

What has or can be turned public? (availability,
statistical validity, confidentiality)

Which levels of classification?
(especially activity / products)

Some specific but difficult questions. Ex: which series
should not be chained; stocks in volumes

Deadlines? Revisions?
Articulation with data sent to Eurostat
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5 After-sales services

. Documentation on Internet: essential on
concepts and desirable on the methods;
bibliography (general documents: European
system of accounts, classifications; benchmark
year change; inventory GDP/GNI; presentation

of the last year accounts)

. Answer to the questions of Net surfers: Need to
be able to deal with most of them by reference
to online documents
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. 6 What means?

National accounts comprise lots of series and
tables. Their diffusion is a difficult and heavy
question.

The means to implement for their diffusion are not
negligible (creation and maintenance of a site, of
a database), the more so as it is necessary to
avoid as much as possible the risks of error and
because evolutions are numerous (change of
benchmark year, of classifications, technological,
new needs to take into account, etc.)
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Satellite accounts

Kiev, march 23-25, 2015
Insee Mission
J.P. Berthier and C. Schiltz
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Satellite accounts

1 General considerations

2 The French experience
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1

General considerations (1)

1) Transverse topics: housing (construction,

financing, housing stock, rents, etc.); health;
education; transport, tourism, etc.

Sometimes, topic which one wants to look further
into and possibly treat a little differently: European
account of agriculture.

Monetary data: centered on the expenditure (who
finances? How much? who profits?)

but also physical data: number of hotel nights,
pupils in elementary school,
passengers*kilometers in train, etc.
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General considerations (2)

3) Articulation with the central framework:
Desirable but more or less distant from the central
framework

- there can be different concepts (e.g. current
expenditure + investments; inclusion of tax
expenditure) or different classifications (agriculture)
or different ratios

- but one must be able to clarify them
Possible interactions to and from the central
framework
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2 The French experience (1)

1) The organization — the findings

« Satellite accounts compiled by statistical
services of ministries (but by INSEE agents)

+ Commissions of accounts gathering statistical
services, concerned administrations,
professionals, experts

+ Souce of studies and analyses. E.g. Transport:
valorization of nuisances

+ Accounts of health and housing supply the
central framework
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The French experience (2)

2) Which lessons?

Health, housing, research, tourism, agriculture,
environment, education, social protection, defense
In the past: Transport

Very interesting
Statute not always very well defined
Rather expensive, difficult to maintain along time

Sometimes difficult articulation with the central
framework (sources and methods, deadline for
publication, new benchmark, revision politic)
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Global production
And its measurement...

Kiev, march 23-25, 2015
Insee Mission
J.P. Berthier and C. Schiltz




image32.png
PROGRAMME

» Some principles
» Sources
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Processing: ESA1995 recording

ESA1995 recording:
(G) 100

—
(G) 160

Principal Processor

- Import and export of goods (Gross recording):
- goods sent abroad for processing
- goods retured after processing
- As if ESA95 imputed a change of ownership when goods were
sent abroad for processing
~in line with International Merchandise Trade Statistics (IMTS)
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Processing: ESA2010 recording

ESA2010 recording:

Principal | ¢————on | Processor
(S)60

- ESA2010: Transactions are recorded on a strict change of
ownership basis

-in line with Balance of Payments Manual, 6th edition (BPM6)
- Actually no transfer of ownership: the principal remains the
owner of the goods

= only imports of services (net recording)

Balance : inchanged

Foreign trade accounting - Goods sent abroad for processing. l om0
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“The recommendations in this section were
supported by the Advisory Expert Group on
National Accounts (AEG) but the consultation
with the UN Expert Group on International
Statistical Classifications has not been finalized.
Therefore, the proposals in section 2.2. are not
fully concluded.”

Guide to measuring global production
Section 2.2, page 14
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The Problem of ownership

«Traditional manufacturing arrangements :
ownership of material inputs is a relevant factor
« Factoryless Goods Producers (FGP)
Two additional criteria to determine
economic ownership of the output and
classification of a FGP:

a. Control over the outcome of a production process;

b. Ownership and provision of Intellectual Property
Products inputs;
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The Role of intellectual property Products

+“Intangible inputs may contribute substantially to
the value of the finished product”

«“A large part of the wholesale value represents
the return on the intellectual property and
design”

Recommended treatment: Factoryless

Goods Producer is a special category of

manufacturers
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Identifying intangible assets

SNA 2008 does not differentiate between these IPP entities
and other Special Purpose Units. They are recognised as a
separate institutional unit when they are resident in a
different economic territory to that of their parent.

One could consider that these units are not really the economic
owners of the assets of intellectual property, and want to
reallocate them to the head office.

But then, a considerable amount of rerouting of transactions
and related financial flows would be necessary. In general the
SNA 2008 does not encourage such imputations, probably
because of the risk of asymmetries
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Identifying intangible assets

Accounting of corporations identifies them if and
only if:

a. Theyare “separable”: they can be isolated, sold,
transferred, licensed, rented, exchanged,

b. They result from contractual or legal rights, even if these
rights are not transmissible or separable

They include software, patents, copyright, licenses...

Multinationals can create companies dedicated to

royalties and licenses to concentrate their incomes of

intellectual property in a country with weak taxation.




image40.png
Sources: the business survey

 Detailed breakdown of production by product (ProdCom)
* Already applies the concept of economic property:

Broakdown of billing according to economic mod

Product produced outside of | Product produced by the enterprise

the enterprise |

Boughtasit | Boughttoa | Designed
ionthe | subcontractor | andmade
marketortoa | materal | bythe
subcontractor | supplied | enterprise
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free
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Sources: the business survey

BUT:

*No information about the counterpart unit

Resident or non resident?
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Sources : External Trade statistics

* Custom data
+ Concentrate on the transborder physical movements

* Integrate a “Nature of the transaction” code since 2010
(obligatory for Member States):

4 Transactions for processing under | 41. Goods that should return to the
contract (no transfer of property to | _ nitial shipping member State

the subcontractor) 42. Goods that should not return to

the Initial shipping member s
5. Transactions after processing under | 51. Goods returning to the intial

contract (no transfer of property to | shipping member State
the subcontractor)

52. Goods not returning to the inital
shipping member State
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Sources : External Trade statistics

= Useful to evaluate the gross value of goods to be
subtracted from the total of the imports and exports
by product;

= Some problems:
= Inconsistencies in the data, they cannot thus be used
directly to calculate industrial services
= In the cases of multilateral transactions, the transactions
with third countries are not recorded
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Treatment in National Accounts— ESA 2010, France

«Inward processing:

Exports Imports

Corrected value | X—X_5 + BoP Service M-M_4

*Outward processing :

Exports Imports

Corrected value X-X_41 M= M_51+ BoP Service
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Sources : External Trade statistics

BUT:
+Why use measure of industrial services calculated
by Balance of Payments?

Where does this information
comes from?
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Sources : Balance of Payments

Comprehensive assessment of subcontracted industrial
services, no breakdown by product, coming from two
sources:

* General Direct Informants (GDI)
Large companies must declare their services and transactions on
income with the rest of the world - threshold: 30 € Million

n 2009 and 2010, approximately 400 GDI declared transactions on
subcontracting

+ The Additional Survey on International Exchanges of Services
(ASIES)
New survey_to a broad sample of smaller enterprises
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Treatment in National Accounts— ESA 2010, France

Globally and for each product:

* Ventilation of the total amount of industrial
services of Balance of payments

+ General Direct informants: individual information on the
main activity of the units

* Additional Survey on International Exchanges of Services
(ECEIS): ventilation on the basis of the flows of goods
after processing

Adjustement on the balance of industrial

services of the Balance of payments
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Treatment in National Accounts— ESA 2010, France

Because of the inconsistencies between the
sources, there is an impact on the balancingitem
of the trade balance in the national accounts

In addition,

A specific evaluation for
some large units
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Multinational corporations

Multinational corporations have an important weight
in the economy, especially if it is an open one

Their impact on National Accounts and the statistics
of Balance of payments is considerable

They can reorganize their global output or the way
they present it from one day to the other

These provisions can aim at tax optimization more
than the benefit of the competitive advantages of the
countries.
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An individualized follow-up of large units?

The idea:

« Activities of the large multinational enterprises (MNEs)
should be examined on a case-by-case basis, in the course
of individual appointments

= Special units of the National Institutes of Statistics should
deal with their case specifically, and make sure they are
described in a consistent way in all the statistical system

+ To organize a European directory of Groups to share the
data between the Institutes of the countries

The method: profiling
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The french experience of profiling

An expensive process:

< Initial objective of 100 surveyed companies reduced to 50
(and some refusal to answer)

= It replaces the Annual Business Survey without giving the
same information (breakdown of production)

But definitively adopted by business statisticians (and
Eurostat)

National accountants must adapt:

> They use the same structures to breakdown activities by
branches since 2011,

> They worry about the consequences on fraud rates and the
changesin inventories
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Transfert prices

The OECD handbook (2010) on transfer prices gives
directives to_help_multinationals_corporations and
the national tax authority to determine transfer
prices to value internal transactions within the
companies and evaluate their relevance for taxation

The objective is to value these transactions, as far as
possible, at the price which would be practiced
between independent parties.
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Transfert prices

Actually:

+ National tax authority is the only one to correct
transfer prices within the framework of its controls

On national accounts side:

+ Astudy proved that the phenomenon is not massive

+ Itis considered that the corrections for tax evasion
are sufficient to correct the skew on transfer prices,

* No specific correction
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Global production

Thanks for your attention!

Contact
e Chatot SCHILTZ
Tl 433140521785
Couriel charit schz2@gmalcom
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