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1. Abbreviations

SSSU 

State Statistics Service of Ukraine 

INSEE 

Institut National de la Statistique et des Etudes Economiques

BTS            
Business Tendency Survey

EU

European Union

ECFIN

Directorate-General for Economic and Financial Affairs

2. Persons met

SSSU:

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

O.Hrushetska, Chief specialist - economist, Business Tendency Surveys Unit

T.Pavlovska, Chief specialist - economist, Business Tendency Surveys Unit

T.Dovgal, Chief specialist - economist, Business Tendency Surveys Unit

RTA Team:

Irina Bernstein, RTA

Olga Burbelo, RTA assistant

Liliana Lehbab, interpreter

Purposes of the mission

A first study visit of representatives of the State Statistics Service of Ukraine (hereinafter – “the SSSU”) to the National Institute of Statistics and Economic Studies - Institut national de la statistique et des études économiques, France (hereinafter – “the INSEE”) took place in Paris, in June 2014. The main purpose of the study visit consisted in obtaining expertise on the organisation and methodology of the business trends surveys (hereinafter – “the BTS”) in France, use and dissemination of their outcomes. 

This second meeting had two main purposes : 
1. Working up the BTS data processing methods basing on the French statistical practice, presented to the SSSU specialists during their study visit to France, INSEE (Activity 6.2). 

2. Conducting an experimental calculation of the indicators which are in Ukrainian BTS and which are foreseen in the Joint Harmonized EU programme on business activity and consumer trends survey (hereinafter - the harmonized EU program).

3. General comments

This mission report is 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”. 

The two French experts would like to express their thanks to all officials and individuals met, for the kind support they received during their stay in Ukraine.

The views and observations stated in this report are those of the experts and do not necessarily correspond to the views of INSEE.

Course of the 3 days

17th of February, 2015. 

The INSEE experts meet with representatives of the SSSU, who present the 2.5 days mission program. It is based on the French experience, applied to an Ukrainian database.

Then Ms. O. Kolpakova exposes all that has been achieved since the twinning project with France and Denmark was implemented.

· New questionnaires were drafted : their questions have been harmonized with the issues of the European Union;

· These questionnaires will be implemented in 2015. They contain questions about the past 3 months and about the next 3 months ;

· The data collection was changed: data collection will take place in January and dissemination in February.

Regarding forward looking indicators, up to now, it was not possible for SSSU to construct the EU key indicators “Business expectations indicators”. It will soon be possible, within a few weeks. Ms. O. Kolpakova adds that the aim of the mission is to have a "technical" document describing the data processing.

Then the representatives of SSSU describe the organization of their surveys. 

The French experts Mrs. A. Husseini-Skalitz and Y. Gorin present, through a PowerPoint, a first calculation example from beginning to end: starting from a few responses, they show how the imputation is done (treatment of non-response by constant sample) and the calculation of weighting (primary and secondary). This example involves a qualitative question with three issues (increase, stable, reduction).

Indeed the individual responses for each primary stratum are aggregated after being weighted in accordance with structural constants. Most of the monthly-survey questions concern the enterprise’s products. Responses to these questions are weighted by the total product sales (turnover) or employment. 

Then the inter-strata aggregation relies on adjustment coefficients from external sources (National Accounts for instance). These coefficients provide a structure resembling that of the total French goods-producing sector.

The representatives of SSSU ask for a list of the variables which are concerned by “échantillon constant”. See Recommendations.

18th of February, 2015 

Mrs. A. Husseini-Skalitz and Y. Gorin respond to various questions concerning the use of “Seasonal Adjustment” data. France uses very long series since “Seasonal Adjustment” coefficients are calculated with series which begin in 1990. The experts say it is maybe not the best method but some studies are conducted on the subject. 

After some questions, Ms. O.Hrushetska tries (and succeeds!) to implement these aggregations described by France using the results of a SSSU BTS survey (Excel).
The afternoon is devoted to “how to interpret the results”: “how to highlight the results (tables, charts)” , “how to introduce new factors in series?” (answer : when we have “enough” data). Cf. 9. Conclusion and prospective.

19th of February, 2015 

The half-day is devoted to describe the weightings used in “the investment survey”. The French experts had prepared several examples, using each of the survey variables, in order to show the different ways of weighting.

Ms. O.Hrushetska implements these aggregations described by France using the results of a SSSU BTS survey (Excel).

Responses to some questions

Some answers will be the subject of recommendations in part 8. Others are simply reported here.

Balance and no-response: France corrects the non-response therefore the calculation of "balance" is simply: Balance = P - M (and P + E + M = 100)

Aggregation: this is the object of a particular recommendation.

Stocks:  France uses a variable filter in order not to confuse a true non-response and a non-response because the company chose the wrong response. In all cases, a non-response because the company is not concerned shall not be taken into account in the calculations.

Weighting: See Recommendations.

Factors Limiting Production: France sends all the items to the ECFIN. For its own publication, France doesn’t publish the item “financial constraints”.

Order books in weeks of production: In France, the question is asked in “weeks”, not in “months”. The answers are the subject of a Seasonal adjustment. See Recommendations

Industry - in-scope : only the section C is sent to ECFIN. 

Production capacity utilisation rate : In order to harmonise BTS throughout Europe, the French survey for the quarterly business tendency survey in industry has been modified slightly since January 2004:

This is the question on the utilisation rate of production capacities. Hitherto, the question concerned available capacity margins with the employment of additional personnel and the production capacity utilisation rate was deduced from that using the following formula:
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Henceforth, business leaders are asked to make a direct assessment of their production capacity utilisation rate, possibly employing further personnel.

The question is asked in the following terms: “Your company is currently working at …% of its available capacity (This is the production capacity obtained by employing additional personnel, if necessary)”

Addition of a response : In France, the question on factors limiting production includes an additional response: “financial constraints” since a few years. The percentages of responses from companies mentioning financial difficulties are not published until a sufficiently long series is available to be able to make a deseasonalisation calculation. But the results are sent to ECFIN.

Recommendations

3.1. Recommendation : use of the « constant sample »

Although the questionnaires are always sent to the same companies, all respondents may differ from one survey to another: some companies do not respond consistently or can send their questionnaires too late. Those “sampling effects” can make uncertain the comparison of results between successive surveys. 

To solve this problem, the solution is to calculate the results of the last two surveys (final results of the T-1 survey, preliminary results of the investigation T) on the basis of a strictly identical sample. This is called "constant sample".

The general idea to the constant sample basis is as follows: a company is part of the constant sample if she has completed at least two surveys in three. To this rule, however, there was one exception: when the company has responded to the survey in T-1.
In practice, the constant sample surveys for T and T-1 is formed for individual questions.
At the request of SSSU, France describes all the variables that are the subject of a recovery by this method.

Industry: in this survey (which is monthly in France), the constant sample is almost always applied. Be careful: to ensure one coherence of responses (for example the question about the factors) some data are corrected. For these variables, the constant sample can be "complex" to implement (with many particular cases). Maybe, with a quarterly survey, it is better not to use “constant sample” if it can not be done with all the particular cases.

	Questionnaire
	Question number in the questionnaire SSSU
	constant sample

	Industry
	Q1 (activity in the past three months)
	Yes

	Industry
	Q2 (order book)
	Yes

	Industry
	Q3 (export order book)
	Yes

	Industry
	Q4 (stock)
	Yes

	Industry
	Q5 (activity in the next three months)
	Yes

	Industry
	Q6 (selling prices in the next months)
	Yes

	Industry
	Q7 (employment in the next three months)
	Yes

	Industry
	Q8 (factors limiting the activity)
	Yes

	Industry
	Q9 (capacities)
	Yes

	Industry
	Q10 (months)
	Yes

	Industry
	Q11 (order book in the next three months)
	Yes

	Industry
	Q12 (export order book in the next three months)
	Yes

	Industry
	Q13 (load of the production capacities)
	Yes

	Industry
	Q14 (competitive production in the past months)
	Yes

	Industry
	Q15 (competitive production in the past months - EU markets)
	Yes

	Industry
	Q16 (competitive production in the past months - not EU markets)
	Yes


Investment: in this survey, the constant sample is never applied.

	Questionnaire
	Question number in the questionnaire SSSU
	constant sample 

	Investment
	Q1 (current investment)
	No 

	Investment
	Q2 (investment next year)
	No

	Investment
	Q3 (use of investment)
	No

	Investment
	Q4 (factors affecting investment)
	No


Construction: in this survey (which is monthly in France), the constant sample is applied only to the monthly issues. Otherwise, it would produce too much volatility.

Be careful: to ensure the coherence of responses (for example the question about the factors) some data are corrected. For these variables, the constant sample can be "complex" to implement.

	Questionnaire
	Question number in the questionnaire SSSU
	constant sample 

	Construction
	Q1 (activity in the past three months)
	Yes

	Construction
	Q2 (facteurs limitant la production)
	Yes

	Construction
	Q3 (order book)
	Yes

	Construction
	Q4 (employment in the next three months)
	Yes

	Construction
	Q5 (selling prices in the next months)
	No

	Construction
	Q6 (months)
	Yes


Services: in this survey (which is monthly in France), the constant sample only applies to variables which are "monthly".

	Questionnaire
	Question number in the questionnaire SSSU
	constant sample 

	Services
	Q1 (business situation in the past three months)
	Yes

	Services
	Q2 (turnover in the past three months)
	Yes

	Services
	Q3 (turnover in the next three months)
	Yes

	Services
	Q4 (employment in the past three months)
	No 

	Services
	Q5 (employment in the next three months)
	No

	Services
	Q6 (selling prices in the next months)
	Yes

	Services
	Q7 (factors limiting the activity)
	No

	Services
	Q8 (% of activity with the available resources )
	No

	Services
	Q9 - Q18 : France has no survey on “financial services”
	 - 


In the "Retail Trade" survey, the constant sample applies to variables beyond question on the sales price (too uncertain). This “not EU” question is not asked by the SSSU.

	Questionnaire
	Question number in the questionnaire SSSU
	constant sample 

	Retail Trade
	Q1 (turnover in the past three months)
	Yes

	Retail Trade
	Q2 (stocks of goods)
	Yes

	Retail Trade
	Q3 (orders in the next three months)
	Yes

	Retail Trade
	Q4 (turnover in the next three months)
	Yes

	Retail Trade
	Q5 (employment in the next three months)
	Yes

	Retail Trade
	Q6 (selling prices in the next months)
	Yes


3.2. Recommendation : use of weights

In France, in almost all cases, the individual data are stratified before being weighted. In this case, the individual data are aggregated through two successive weights of very different natures:

· The individual data from a primary stratum are aggregated using weights which represent the enterprise (in France, these data are provided by the company itself in the BTS survey).

· The primary strata are then aggregated using fixed weights that are external to the survey, provided by the statistician. Different successive strata groupings are defined.

At the request of SSSU, France describes the variables used to weight the responses.

Be careful : sometimes, the French experts mentioned the term "sales product," especially for the survey industry because in France, most of the survey questions concern the enterprise’s products. Therefore it is possible to have several "products" to the same company and several weights. 

To simplify understanding, the French experts chose not to include the reference to "product sales" which is not listed in the questionnaire of SSSU, and to adapt  their methodology to the SSSU surveys.

Industry : each question is weighted by the turnover or the workforce.

	Questionnaire
	Question number in the questionnaire SSSU
	Weighting

	Industry
	Q1 (activity in the past three months)
	Turnover

	Industry
	Q2 (order book)
	Turnover

	Industry
	Q3 (export order book)
	Turnover Export

	Industry
	Q4 (stock)
	Turnover

	Industry
	Q5 (activity in the next three months)
	Turnover

	Industry
	Q6 (selling prices in the next months)
	Turnover

	Industry
	Q7 (employment in the next three months)
	Employment

	Industry
	Q8 (factors limiting the activity)
	Turnover

	Industry
	Q9 (capacities)
	Turnover

	Industry
	Q10 (months)
	Turnover

	Industry
	Q11 (order book in the next three months)
	Turnover

	Industry
	Q12 (export order book in the next three months)
	Turnover

	Industry
	Q13 (load of the production capacities)
	Turnover

	Industry
	Q14 (competitive production in the past months)
	Turnover

	Industry
	Q15 (competitive production in the past months - EU markets)
	Turnover

	Industry
	Q16 (competitive production in the past months - not EU markets)
	Turnover


For the secondary aggregation tables of "value added by branch" or exports by industry are used. 

Why ? Because the French survey is dedicated to product and not by company. However, the French experts recommend that SSSU uses either:

· a breakdown of turnover by stratum

· a breakdown of the value added by stratum

according to the source they have on the structure of their frame. In France, the national accounts are the reference structure, especially because they are able to correct intra-group flows (which can be strong in France).

In France, these weightings are updated each year, in June.

Investment : 

	Questionnaire
	Question number in the SSSU questionnaire 
	Weighting

	Investment
	Q1 (current investment)
	Investment t-1 

	Investment
	Q2 (investment next year)
	Investment t-1

	Investment
	Q3 (use of investment)
	Investment t-1

	Investment
	Q4 (factors affecting investment)
	Investment t-1


Some revisions after making experimental calculations:

	Questionnaire
	Question number in the SSSU questionnaire
	Weighting

	Investment
	Q1 (current investment)
	Investment t-1

	Investment
	Q2 (investment next year)
	Investment t

	Investment
	Q3 (use of investment in the current year)
	Investment t

	Investment
	Q3 (use of investment in the next year)
	Investment t-1 

	Investment
	Q4 (factors affecting investment in the current year)
	Investment t

	Investment
	Q4 (factors affecting investment the next year)
	Investment t+1


The secondary aggregation tables of "investment in the year t-1" which are defined with the results of the Annual sectoral survey are used. They are updated each year, in November.

Construction: each question is weighted by the turnover or the workforce.
	Questionnaire
	Question number in the SSSU questionnaire 
	Weighting

	Construction
	Q1 (activity in the past three months)
	Turnover 

	Construction
	Q2 (facteurs limitant la production)
	Turnover

	Construction
	Q3 (order book)
	Turnover

	Construction
	Q4 (employment in the next three months)
	Employment

	Construction
	Q5 (selling prices in the next months)
	Turnover

	Construction
	Q6 (months)
	Turnover


Services :

	Questionnaire
	Question number in the questionnaire SSSU
	Weighting

	Services
	Q1 (business situation in the past three months)
	Turnover

	Services
	Q2 (turnover in the past three months)
	Turnover

	Services
	Q3 (turnover in the next three months)
	Turnover

	Services
	Q4 (employment in the past three months)
	Employment

	Services
	Q5 (employment in the next three months)
	Employment

	Services
	Q6 (selling prices in the next months)
	Turnover

	Services
	Q7 (factors limiting the activity)
	Turnover

	Services
	Q8 (% of activity with the available resources )
	Turnover

	Services
	Q9 - Q18 : France has no survey on “financial services”
	 - 


Retail Trade : 

	Questionnaire
	Question number in the questionnaire SSSU
	Weighting

	Retail Trade
	Q1 (turnover in the past three months)
	Turnover 

	Retail Trade
	Q2 (stocks of goods)
	Turnover

	Retail Trade
	Q3 (orders in the next three months)
	Turnover

	Retail Trade
	Q4 (turnover in the next three months)
	Turnover

	Retail Trade
	Q5 (employment in the next three months)
	Employment

	Retail Trade
	Q6 (selling prices in the next months)
	Turnover


3.3. Recommendation : use of the term „Seasonal adjustment”

France corrects its results for seasonal variations: the published data are said "CVS", French abbreviation for "seasonally adjusted".

France uses the X12-Arima, through the Sas software. The use of Demetra is of course possible. The coefficients are updated each year using all points since 1990.

How many years and data points? The French experts consider that as many points as possible are needed.

How many indicators should be seasonally adjusted ? As many as possible, since seasonally adjusted indicators are easier to interpretate regarding development quarter-by-quarter. However seasonally adjusted is not required by ECFIN.

In France, all series are tested to see if they have a seasonal component or not. If this is the case, they are corrected for this effect before the publication. If this is not the case, they are published in the state. However, they can be stamped "CVS" as the search for the seasonal component was made. 

In other words, all series are seasonality-tested. As a result, the published series display no residual seasonality. An initially non-seasonal series is shown as a seasonally-adjusted series with null coefficients.
Examples : http://www.bdm.insee.fr/bdm2/choixTheme?code=15 :

3.4. Recommendation : definition of aggregation strata

When the data are aggregated, the French experts recommend to define strata not "too small". Indeed, if one has too few units in the stratum, the respondents may not represent the behaviour of the stratum but the behaviour of a sub-population of the stratum. The experts provide a minimum of 50 units in each stratum.

· If this number of 50 is not reached, then check if we are far away or close: if, for example, the stratum has 45 units, we can consider that the stratum is large enough not to have to do specific work on that stratum. We can say that between 30 and 50 units, it is okay. 

· If we are far from 50, then check the number of units of the entire population in the stratum. For example, if the sample frame has 10 units in the stratum, then it's okay to have only 9 units in the aggregation stratum (these 9 units, 90% of the stratum, are representative of the behaviour of the entire stratum). We can say that above 60%, it is ok.
· If we are far from 50, and if the total population frame has many more units, then the stratum has to be aggregate with one or more other strata. Ideally, if possible, the SSSU should aggregate strata whose activity is similar.

Furthermore if the stratum is very large, it is better to add an other stratification by size.

4. Conclusion and prospective

From the point of view of experts from INSEE, the visit was very successful: the people we met are very advanced and should successfully implement weights. If this is not done in a specific tool, they can use Excel, as they did during the visit.

The experts from SSSU had many questions on the interpretation of the results and on the dissemination that can be made of the data : the French experts believe that this could possibly be the subject of a study visit from the SSSU in France.

5. References

ECFIN Best practice: List of 'best practice' for the conduct of business and consumer surveys, March 2014

http://ec.europa.eu/economy_finance/db_indicators/surveys/documents/bcs_best_practice_en.pdf
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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

Terms of Reference

for a short-term mission to the State Statistics Service of Ukraine

Component 6: Business trend survey

Activity 6.4 BTS data processing methods 

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 6: Business trend survey. The purpose of this component is to align Ukrainian business trend surveys (English - Business tendency surveys) (hereinafter - BTS) with the basic principles of European harmonized surveys; to ensure the application of data from these surveys in official statistics and elaboration of methodology in line with the European practice of compilation of indicators of business expectations (Forward Looking Indicators (FLIs)) as required by the EU and according to the IMF Special data Dissemination Standard (SDDS). 

This activity will help to achieve the aforesaid purposes and targets specified in the contract:

- methodological foundations of BTS elaborated;

- knowledge and practical skills of SSSU specialists improved.

Purpose of the mission

Mission’s priority purpose: 

1. Working up the BTS data processing methods basing on the French statistical practice, presented to the SSSU specialists during their study visit to France, INSEE (Activity 6.2). 
2. Conducting an experimental calculation of the indicators which are in Ukrainian BTS and which are foreseen in the Joint Harmonized EU programme on business activity and consumer trends survey (hereinafter - the harmonized EU program).

Expected results 

· EU experts provided methodological support on Ukrainian BTS data processing, basing on the French statistical practice concerning those indicators which are in Ukrainian BTS and which are foreseen in the Joint Harmonized EU programme. 

· SSSU experts got familiarized with the European approaches to BTS data processing 
Activities

Preliminary schedule

SSSU presentation on current approaches to BTS data processing.

Discussion of French methodology of BTS data processing. 

Conducting the experimental calculations of the results of Ukrainian BTS, taking as an example one specific industry.
14.10.2014

Discussions of data BTS processing peculiarities, depending on the nature of the indicators, foreseen in the  Harmonized EU programme. 

Further continuation of the experimental calculations of the Ukrainian BTS results.

15.10.2014

Working on BTS data generalization  by groupings (by NACE rev.2, number of employees), foreseen in the Harmonized EU programme; implementing seasonal adjustments. 

Discussion of further activities to improve Ukrainian BTS in terms of data processing.

Tasks to be done by SSSU to facilitate the mission 

A database for conducting experimental calculations of the results of Ukrainian BTS will be prepared
Consultant and Partner

This mission will be carried out by

Ms Anne Husseini-Skalitz, INSEE (FR), Ms Yaëlle Gorin, INSEE (FR)

Beneficiary: 

Department for Structural Statistics and Statistics of Business Finance, SSSU:

Ms Margarita Kuznetsova, Deputy Director 

Ms O.Kolpakova, Deputy Director, Head of Unit 

Ms O.Hrushetska, Chief economist of the Unit 

Ms T.Pavlovska, Chief economist of the Unit

Scheduling

The Mission will take place on 17-19 February,  2015 in Ukraine 

Report

The final report on the mission should be submitted no later than two weeks after the completion of the mission
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