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Item definitions for the
Global Value Chains survey 2021




General Provisions 
The survey’s overall objective is to monitor enterprises’ economic globalisation by developing and providing indicators and new statistical evidence. Policymakers at the national and EU-level and other stakeholders need information about the increasingly globalised enterprises and economic globalisation impacts. 
The survey starts with questions on business functions distribution in the enterprise. Further, as a vital part of the survey, it includes questions on global value chain activities and international sourcing of business functions, including questions about motivations for and barriers against international sourcing. Finally, there is a set of questions to help measure the impact of Covid-19 on international sourcing and global value chain activities. 
The questionnaire includes the following modules and themes:
· Module 1: Persons employed by business function - contains only questions on the distribution of employees and self-employed persons per business functions in the enterprise’s structure.
· Module 2: GVC arrangements - focuses on the purchasing and supplying aspects of international trade in goods and services and tries to measure the GVC trade and some of its characteristics. Optional questions relate to identifying the lead firm in the GVC, the ownership of the GVC and the means of supply of services.
· Module 3: International sourcing - contains questions that help measure international sourcing within and outside of the enterprise group, business functions being internationally sourced, locations of international sourcing and the jobs lost or created as a result of international sourcing activity, per business function. Some optional questions may include collecting data on domestic sourcing or the total stock of international sourcing.
· Module 4: Motivation and barriers for international sourcing - focuses on two key aspects: 1) why are enterprises motivated to internationally source and 2) what are the barriers encountered that stop them from sourcing or make it more difficult.
· Module 5: Covid-19 impact on economic globalisation - adds a novel and likely temporary module that tests the GVC resilience to Covid-19 related events.
Definitions of concepts and variables 
General concepts
(1) Goods (and materials): A good or material refers to all movable property.
(2) Services: Service results from a production activity that changes the conditions of the consuming units (transformation services) or facilitates the exchange of products or financial assets (margin services). Services are often difficult to separate from goods with which they may be associated in varying degrees.
(3) Global Value Chains (GVC): GVCs comprise the full range of cross-border activities required to bring a product or service from conception through the different phases of production and delivery to final consumers. 
(4) GVC trade: It refers to an international trade that takes place in a GVC. Most commonly, this includes trade in intermediate goods and services.
(5) Covid-19 events: These events resulted directly from the Covid-19 outbreak, hampering or enabling an enterprise’s business activity. Examples are government lockdowns, shutting down of sales points, and positive events such as increased sales of protection masks.
Definitions
Many of the relevant definitions (e.g. statistical units or classifications) are provided in the EBS manual.
Business functions
Business functions are generally divided into two main categories: core business functions and support business functions. Eight types of business functions (including other functions) are used in the survey. Detailed information on business functions, their use, and identification options can be found in the Business functions classification manual. This document is a work in progress and is expected to be updated during the year; however, it already contains several useful descriptions of the BF concepts.
The business functions to be used in the GVC Survey 2021 are listed below. This list also contains some examples of what is included in each business function. The code list is available in the document GVC Survey 2021 – Technical Specifications.
1. Production of goods and materials for the market
· Manufacturing; processing; assembly; refining; printing and binding; casting of metals; building of ships.
· Mining; extraction of gas and oil; stone quarrying; power generation (except trade of electricity).
· Development of building projects; civil engineering; specialized construction tasks, including demolition.
2. Transport, logistics and storage
2.1. Transportation and logistics (road, water, or air)
· Road, water, rail and air transport activities; passenger and cargo transport; postal services.
2.2. Warehousing and storage
· Warehousing; storage; packaging.
3. Marketing, sales, and after-sales service
3.1. Marketing and after-sales services
· Advertising and media representation; market research and public opinion polling; call centers.
3.2. Sales (including wholesale and retail)
· Retail and wholesale; trade of gas and electricity; sales agents and real-estate trading.
· After-sales services
4. Information and communication technology services
4.1. Information and communication technology services (e.g. computer system and web design and consulting)
· Software publishing, and computer consultancy activities; programming and broadcasting tasks; telecommunications tasks; data processing and hosting; web portals and related information service tasks; installation of mainframe computers; maintenance and repair of computers and communications systems.
4.2. Software programming
· Computer programming, consultancy and related tasks.
· IT system installation, maintenance, and help desk services
· Telecommunication
5. Management and administration
5.1. Management (e.g. human resource management, leasing, financial management and insurance services or strategy formulation)
· Financial services (e.g. banking, insurance, financial leasing, fund management); activities of head offices; HRM activities.
5.2. Administration
· Financial markets administration; legal tasks; bookkeeping, accounting and auditing; office administration and business support services; public administration services. (e.g. legal, bookkeeping, purchasing, or other back-office functions)
6. Engineering and related technical services
· Examples: Support tasks for raw material extraction; sound recording and video production; architectural and engineering tasks, and technical analysis.
· Technical consultancy
· Testing and certification
· Design services
6.2. Other engineering and related technical services
7. Research and development
· Examples: Research and experimental development in the area of natural sciences and engineering, and social sciences and humanities.
2. Intramural research
· Experimental development
· Software development
8. Other business functions
8.1. Facility management (e.g. catering, security)
· Accommodation (e.g., hotels and camps); food and beverage services (e.g. cafes and restaurants); landscape services; libraries; museums; sports centers.
8.2. Maintenance and repair services
· Maintenance and repair of non-ICT electronic equipment, transportation vehicles, and personal and household goods.
8.3. Other services
· Water, waste collection and, sewerage; remediation services; professional services (e.g. photography and translation); travel agency activities; rental and operational leasing activities; security; education; human health activities and residential care; social services; creative and arts activities; gambling and betting; sports activities excluding facility management.
The main business functions distinction is between core and support functions.
The core business function represents the revenue-producing activity of the enterprise. In most cases, it will be consistent with the enterprise’s main activity as classified by the main activity code entered in the business register. A core business function denotes a set of tasks that produce goods or services intended for the market. A core function may span several activities and include related vertical activities (e.g. production of inputs). While enterprises incur costs from carrying out core business functions, these functions’ outputs can also be directly associated with turnover. An enterprise may have one or more core functions. Typically, the core business function relates to the main  and the enterprise’s secondary activity.
Enterprises that have numerous revenue streams typically have difficulty identifying a single function as the core. In fact, one benefit of business function surveys is to help identify situations where enterprises have multiple revenue streams and thus can identify multiple core business functions.
Support business functions are carried out to permit or facilitate the production of goods or services. They do not directly generate turnover, only costs. However, the cost, efficiency, and quality of support functions, especially management, marketing, logistics, R&D and other innovation-related activities, can make essential contributions to enterprises’ competitiveness.  Support business functions do not correspond to the main or secondary activities of an enterprise (secondary activities correspond to core business functions) but generally, they correspond to ancillary activities.
There are two approaches to core function identification in the survey. 
The first approach is to ask the respondents directly to choose their core business function. This is the approach followed in the previous three International sourcing surveys.
The second approach is developed based on the experience with the previous three International sourcing surveys. The main difference between the two approaches is that in this second approach the respondent is not directly asked to identify their core function. The NSI then uses all available information to identify the core function themselves, as follows:
a) If the business function with the highest share of persons employed corresponds to the main (principal) NACE code of the enterprise, that is the core function. 
b) Suppose the business function with the highest share of persons employed does not correspond to the NACE code. In that case, the enterprise should be contacted again to correct this issue, or the NSI will manually correct the core business function based on their knowledge of the enterprise. Based on the previous survey experience, there should not be a significant discrepancy between the enterprise’s main NACE code and the highest employment share business function share.
Both approaches are valid and can be used independently or in concert. The accuracy of the core function identification is expected to be similar in both approaches.
A general recommendation is to ask directly the respondents if the number of enterprises operating in the country is smaller, and the level of familiarity with the term “core business function” is higher (for instance, where the NSI has already performed the IS survey previously).
Finally, concerning the identification of multiple core business functions, each core business function should correspond to a main or secondary NACE activity. If the business function does not correspond to these activities, or it corresponds to ancillary NACE activities, the function should be recorded as a supporting business function. The existence of a secondary NACE activity indicates that there could be more than one core business functions in the enterprise.
Sourcing
In the context of this survey, sourcing refers to the total or partial movement of business functions by an enterprise to another enterprise. This term relates to the well-known term outsourcing (sourcing outside of the enterprise group) and the less known term insourcing (sourcing within the enterprise group). It is important to note that prior to being sourced in the reference period, these functions were performed in the enterprise (the statistical unit enterprise). On the other hand, if an enterprise has been purchasing a business function (e.g. as a purchase of services) since its creation, then there is no sourcing involved.
It is important to note that the term sourcing should be translated to the closest term in a country’s language. This translation will likely be ‘outsourcing’, as the most widely accepted term for moving a business function to another enterprise.
Expansion domestically or abroad is not considered sourcing. The reason is that the enterprise either never performed the business function or the enterprise purchased additional services that they already perform in-house. Thus, there is no movement of jobs to or from the business function. A typical example of expansion is a new production line set-up without moving the business functions and without reducing activity or jobs in the concerned enterprise. In the GVC Survey 2021, if the enterprise reports international sourcing but does not report a loss of jobs, this could indicate an expansion instead of international sourcing.
The definition of subcontracting as present in the literature and statistics varies depending on the topic and context. Most literature that compares outsourcing and subcontracting notes that the main difference between them is as follows. The outsourcing enterprise must have had the outsourced business function performed in-house at a point in the past. On the other hand, subcontracting relates to purchasing of a product regardless of whether the product was previously produced in-house or not. Subcontracting must not be a one-off purchase of a product. In the context of the GVC survey subcontracting can be understood as either expansion or outsourcing. 
There are four basic sourcing options: 1) internal domestic sourcing from within the enterprise or enterprise group, and 2) external domestic sourcing from independent (non-affiliate) suppliers; and two international options: 3) internal international sourcing from within the enterprise group (i.e. foreign affiliates), and 4) external international sourcing from independent suppliers. 
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Source: adapted from Nielsen, 2008, and Eurostat’s methodology for international sourcing surveys.

The four options are possible, in theory, for any business function, and enterprises can source various functions differently and simultaneously. International sourcing includes international outsourcing and international insourcing, while domestic sourcing included domestic outsourcing and domestic insourcing.
The survey is most interested in capturing the international sourcing activity and the GVC activity of an enterprise. When an enterprise engages in international sourcing activity, it by default participates in a GVC. However, GVCs are a much broader term, which includes more than international sourcing (e.g. purchasing IT services from abroad, without having previously performed them in-house). 
[bookmark: _GoBack]When enterprises respond in the survey that they are engaging in international sourcing, they should report at least the Job lost (or relocated abroad) variable, and in some cases, also the Jobs created in the enterprise variable.

Geographical areas
The following geographical breakdown will be used in the survey:
· EU-27		
· UK (United Kingdom)		
· Other European countries (includes Turkey and Russia). This area changes context depending on the question. If the question includes the UK as an individual category, then Other European countries does not include the UK. If the question does not include the UK as an individual category, then Other European countries includes the UK.
· China		
· India		
· USA and Canada
· Central and South America
· Other Asian and Oceanian countries (not including Turkey and Russia)
· Africa
· Rest of the world (includes all areas not specified in other categories in a question) 
Suppose a question contains a Rest of the world (ROW) category. In that case, it means that it includes all geographical areas not present in the other categories within the same question (so ROW may have a different definition for various questions).
Additional categories of ‘Extra-EU’ and ‘Total’ are also required for the data delivery; however, they should not be posed in the questionnaire but be computed by the NSIs from the received responses.
The GEONOM implementing regulation can be used as a general reference to allocate geographical areas, when something is not explicitly listed in the questionnaire or definitions document.
Enterprise group
An enterprise group is an association of enterprises bound together by legal and/or financial links. A group of enterprises can have more than one decision-making centre, especially for policy on production, sales and profits. It may centralise certain aspects of financial management and taxation. It constitutes an economic entity which is empowered to make choices, particularly concerning the units which it comprises.’ (Source: Council Regulation (EEC) No 696/93.). Details on the identification of the Enterprise group is provided in the EBS manual.
Jobs and high-skilled jobs
A job is an activity, occupation or task. It is often called an employment job, which is regular and is performed in exchange for payment (contract). A job can be non-regular, part-time, and full-time, for which the remuneration is directly dependent upon the profits (or the potential for profits) of the enterprise. Jobs are performed in the observation/statistical unit, i.e. in the enterprise.
High-skill jobs comprise expert occupations such as professionals, associate professionals, managers, senior officials, researchers, IT experts or other technical occupations, generally employing tertiary education persons. The survey will not collect the exact educational level of the jobs sourced reported, in order to reduce the respondent burden. Instead, the more general formulation of “high-skilled jobs” is used, as the main policy interest is to understand to which extent more knowledge-intensive jobs have been sourced internationally. 
Generally, the high-skilled jobs will require high education level (ISCED 5 and higher).
Variables
Variable 1: Number of employees and self-employed persons 
The Number of employees and self-employed persons is the sum of the Number of employees and the Number of self-employed persons. The Number of self-employed persons is the average number of persons who were at some time during the reference period the sole owners or joint owners of the statistical unit in which they work. Family workers and out-workers whose income is a function of the statistical unit outputs’ value are also included. This variable has the exact definition as the variable “persons employed” used by the previous SBS and International sourcing surveys and the corresponding SBS variable in the EBS GIA (variable 120101).
0. Variable 2: Number of active enterprises 
The Number of active enterprises is the number of all statistical units which at any time during the reference period were ‘enterprises’, as defined in Council Regulation (EEC) No 696/93 (2), and also active during the same reference period. A statistical unit is considered to have been active during the reference period, if in said period it either realised positive net turnover or produced outputs or had employees or performed investments. In the concrete GVC survey 2021, the enterprise must still be active on 31.12.2020.
Variable 3: Number of jobs lost (or relocated abroad) as a result of international sourcing
Information about Jobs lost due to International sourcing is collected in the question under module 43 on international sourcing. In effect, the enterprises are asked to estimate the total number (gross) of domestic jobs lost in the responding enterprises as a result of international sourcing. Domestic job losses in the responding enterprise that have taken place due to reasons other than international sourcing (e.g. domestic lay-offs, poor business cycle etc.) are not included here. Even if jobs (business functions) have been moved abroad, the persons previously performing these functions may still be employed in the company carrying out other tasks (may also be new tasks related to jobs created because of international sourcing). In these cases, the jobs should still be counted as jobs lost. Therefore, generally speaking, the “jobs lost” concept has nothing to do with the observed change in the Number of employees and self-employed persons of the enterprise; an enterprise may e.g. record “jobs lost” due to international sourcing, and still record an increase in its “Number of employees and self-employed persons”.
Variable 4: Number of jobs created in the enterprise as a result of international sourcing
Information about Jobs created due to International sourcing is collected in the question under module 3 on international sourcing. In effect, the enterprises are asked to estimate the total number (gross) of domestic jobs created in the responding enterprises as a result of international sourcing.  Domestic jobs created in the responding enterprise due to reasons other than international sourcing (e.g. expansion abroad) should not be included here. A common reason for job creation is the increased availability of funds due to international sourcing. These funds, in turn, can lead to job creation in another business function (e.g. outsourcing some IT personnel led to some cost-savings, which enabled the enterprise to hire more sales staff). This variable is estimated by the respondent, as a direct link between international sourcing and job creation is difficult to back-up with hard data.
Reference period
The reference period for the questions related to Modules 3: International sourcing and 4: International sourcing motivation and barriers is the three-year period from 1.1.2018 until 31.12.2020. International sourcing is, by its essence, a long-term strategic decision. Thus gathering data on an annual basis will likely lead to a low number of responses.
The reference year for Module 1: Number of employees and self-employed persons by business function is 2020. This module collects quantitative data on employment per business function, and it would not be beneficial to gather the data cumulatively for all three years of the reference period. 
The reference period for the questions related to Module 2: GVC arrangements and Module 5: Covid-19 impact is from 1.1.2020 until 31.12.2020, meaning only the year 2020. The primary reason behind choosing a reference period only for the year 2020 is to reduce the burden for enterprises and increase the data collection’s accuracy (it would be more challenging to get the accurate data of GVC trade in previous periods). Additionally, the need to reduce the duration of the reference year period for the GVC arrangements module was noted by some member states during the first round of the GVC Implementing act consultation process.
Breakdowns
Detailed breakdowns and other technical specification items are presented in the document GVC Survey 2021 - Technical specification.
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