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Purpose and goal of the document
The purpose of this document is to provide the first set of advice and guidance to statisticians in the implementation of the statistical unit ‘enterprise’ (further referred to as enterprise) in the Global value chain (GVC) survey.
The task force members are invited to comment on this document. The document will be finalised after consultation with the GVC task force members.
These recommendations may be tested during the upcoming voluntary survey. After the survey, we will review the situation and update the recommendations where needed.
Background
In the Council Regulation (EEC) No 696/93 of 15 March 1993 on the statistical units (SU) for the observation and analysis of the production system in the Community, the “enterprise” is defined as follows.
“The enterprise is the smallest combination of legal units that is an organisational unit producing goods or services, which benefits from a certain degree of autonomy of decision-making, especially for the allocation of its current resources. An enterprise carries out one or more activities at one or more locations. An enterprise may be a sole legal unit.”
The EU regulation 2019/2152 of 27 November 2019 (the EBS regulation) defines the statistical unit for the domain of GVC as ‘enterprise’. However, in the previous voluntary GVC surveys, the statistical unit typically used was the ‘legal unit’. This means that countries carrying out the survey are likely without prior experience in implementing the SU’ enterprise’ in the GVC domain, and further guidance is needed.
The written consultation procedure of 5 May 2020 on the GVC survey questionnaire and methodological issues confirmed that countries had some challenges and lacked guidance in implementing the SU’ enterprise’. This was further emphasised at the GVC task force meeting of 21-22 October 2020, where several task force members raised the question on SU enterprise implementation and urged Eurostat to offer methodological advice. Following the conclusion of this task force meeting, Eurostat has proposed to create a guidance document on the use of SU’ enterprise’ in GVC statistics.
There are two possible approaches in collecting enterprise data in the domain of GVC. The first approach is to collect data on all or most legal units (LeU) in an enterprise and then consolidate data on the enterprise level. The second approach is to use the delineated information from the Business register (and possibly other information as well) to identify the head legal unit in the enterprise and collect the data only from this LeU. Both approaches will be analysed in this document, and a recommendation will be proposed.
For GVC statistics, another critical question related to the use of the enterprise as a SU is finding the right contact person to fill out the questionnaire. Depending on the way the enterprise data is collected, some of the identified issues are:
A. Respondents from the head LeU might not have the knowledge of the required information from another legal unit in the enterprise;
B. Respondents from the head LeU might legally not be able to answer questions on behalf of another legal unit in the same enterprise;
C. The enterprise information might be specialised enough so that more than one person from more than one legal unit must answer the survey question (e.g. top management of the head LeU and the accounting office of another LeU).
Choosing the reporting LeU
First of all, for enterprises that consist of only one LeU, the enterprise is equal to the LeU. Therefore, for these cases, previously used methods or general business statistics methods apply.
However, for enterprises that consist of 2 or more LeUs, some methods need to be recommended to ensure a consistent implementation across countries, to the extent feasible.
It is essential to define the concept of a ‘domestic head LeU’ in an enterprise[footnoteRef:1]. The head (or lead) LeU is simply the LeU to which the questionnaire should be sent, i.e. the LeU which has the necessary structure/personnel to answer the questionnaire on behalf of the enterprise (other LeUs). In the context of this guidance, the head LeU refers to ”a parent legal unit which is not controlled either directly or indirectly by any other legal unit”[footnoteRef:2]. However, there might be cases where the enterprise head LeU is only a holding company with no real decision-making powers (e.g. it can be the case with foreign affiliates). Thus, there needs to be flexibility in choosing the head LeU. This is to be based on several criteria, which likely vary from country to country due to differences in enterprise structures and regulatory or cultural differences. Some of the criteria to be considered when choosing the head LeU are: [1:  More information can be found by following the link: https://ec.europa.eu/eurostat/statistics-explained/index.php?title=European_business_statistics_manual_-_statistical_units#Enterprise ]  [2:  Council Regulation (EEC) No 696/93 of 15 March 1993 on the statistical units (SU), Annex II C, explanatory notes 4] 

· The LeU that is not controlled directly or indirectly by another LeU;
· The LeU that operates in the NACE activity of the enterprise;
· The LeU with the highest number of employees and self-employed persons in the enterprise;
· The LeU with the highest turnover or value-added in the enterprise;
· Based on the prior knowledge of the enterprise’s structure (such as in cases of large and well-known enterprises).
An alternative identification approach is to contact the LeUs before sending the questionnaire, asking them to identify the decision centre, i.e. the head LeU.
It is recommended to consult the national experts in business registers, classification, and other business statistics to help choose the head LeU (as these heads of enterprises might have already been identified in another business statistics domain).
Approach for the implementation of the statistical unit enterprise
Two approaches to possible data collection have been identified for the GVC survey:
A. LeU level – refers to collecting data from all (or most) individual LeUs and consolidation to the enterprise level. It is not obligatory to identify the head LeU of the enterprise.
B. Head LeU of the enterprise – refers to collecting data only from the LeU identified as the enterprise’s head.
The enterprises targeted by the GVC survey have more than 50 employees and self-employed persons[footnoteRef:3] and with the main activity in NACE Sections B to N. The NACE code of the enterprise and the number of employees and self-employed persons are available in the Statistical Business Register (SBR).  The SBR should contain information on all the legal units in the country and the enterprises to which those LeUs correspond. Therefore, the sample can be chosen based on this information, based on the SBR image of the most recent year in the reference period. [3:  This is the same variable as the previous variable V16110 Persons employed, used in SBS and past International sourcing surveys. The only difference is in the name of the variable.] 

We can recognise two main types of questions in the GVC survey:
1. Questions that collect the hard data[footnoteRef:4], such as “do you source” and “how many persons are employed per business function”, and [4:  Hard data is the objective data that can be verified, i.e. it has a proof of existence, and/or can be found in accounting records or other records of the enterprise] 

2. Questions that collect the soft data[footnoteRef:5], such as “what is your motivation behind sourcing” and “what are the barriers that stop you from sourcing”. [5:  Soft data is the subjective data that cannot be reasonably verified, i.e. motivation, intentions and opinions of respondents.] 

For the hard data questions, the data can likely be collected from several people within the enterprise and collecting the data from all LeUs makes sense, keeping in mind some rules.
For the soft data questions, representing the motivation behind decision-making, collecting the data from all LeUs makes less sense, as decision-making most likely resides with the enterprise head LeU. Thus, the sensible approach is to pose the soft data questions only to the head LeU in the enterprise.
Generally, it is unlikely that one ideal method can be applied to all cases and countries; countries are different; economies sizes are different, etc. 
Therefore, below we note the differences between approaches, their advantages and disadvantages, and when each is likely to fit better. Countries are advised to choose the methods that fit better the national situation.
LeU level approach 
This approach involves collecting data from all (or most) individual LeUs and consolidation to the enterprise level. The questions would be posed to all or most of the LeUs in each enterprise. 
 Advantages of this approach are:
· It may not require the explaining of the SU’ enterprise’ concept to each LeU.
· It is likely easier for LeUs to answer the questionnaire, as they are asked only about their LeU (it is easier to find the right contact person per LeU).
· No legal or data protection barriers, as the LeUs are not asked about other LeUs in the enterprise, i.e. about the activities of other LeUs.
· For some questions (e.g. dichotomous), an affirmative reply from one LeU might be enough to apply for the whole enterprise (e.g. ‘Is your company sourcing abroad?’). Such replies can reduce the need to validate other negative responses further.
· The identification of the head LeU is not required.
 Disadvantages of this approach are:
· The soft data collected from LeUs other than the head is likely less accurate (e.g. motivation behind decision-making). 
· Detailed rules for data consolidation are required, especially on non-additive variables.
· The sample will likely be larger (compared to the head LeU approach), as more LeUs will be required to respond to the questionnaire.
· Missing values: not all legal units per enterprise will respond.
Head LeU approach 
This approach involves collecting data directly only from the LeU identified as the head of the enterprise. 
  Advantages of this approach are:
· The mutually excluding questions are collected only from the head LeU, so the potential clash between answers from two or more different LeUs is avoided.
· Since only the head LeU is answering the questionnaire (the decision centre), answers to the questions on the enterprise level would likely be more precise.
· The sample can be smaller, as only one LeU per enterprise answers the questionnaire.
· There is no need for data consolidation rules.
 Disadvantages of this approach are:
· It requires the explaining of the enterprise concept to the head LeU.
· It requires rules for prior identification of the head LeU of the enterprise.
· In the case of misidentification of the enterprise’s head LeU, the survey will likely need to be resent to another LeU within the enterprise.
· As the head LeU will need to fill out the entire enterprise’s data, they take upon themselves the burden of data consolidation. This approach can be advantageous from the statistical office point of view, but it is generally disadvantageous considering the long-term aim to reduce the respondent burden.
· There may be possible legal or data protection barriers when asking for the activities of other LeUs.
 Recommendations
The LeU level approach is likely more suitable with economies with a smaller number of LeUs. These economies often used a census survey in the previous voluntary GVC or International sourcing surveys and may know their enterprise population more intimately. The data collection is similar to the earlier surveys, but the data reporting will be on the enterprise level. Thus, rules of data consolidation need to be followed.
The Head LeU approach is likely more suitable for economies with a larger number of LeUs. This approach’s main advantage is the potentially lesser number of LeUs that need to be contacted (only the Head LeU). The economies likely also already have a well experienced ‘Large case unit’ or have advanced profiling methods, making it easier to identify the Head LeU.
Of course, a combination of the two could also be envisaged. For example, it is possible to send the questionnaires to the head LeU of larger enterprises and follow the LeU level approach for smaller enterprises (i.e. those consisting of 2-3 LeUs). Obviously, for enterprises with only one LeU, there is no issue.
Year of implementation
As noted in the EBS regulation, as regards the GVC survey, all countries will need to implement the SU ‘enterprise’ starting from the first implementation of the GVC survey in 2024 (first reference period 2021-2023). This document’s recommendations will be tested during the final voluntary GVC survey, with the reference period 2018-2020. Based on the testing outcome, the document will be further adapted for use in the first GVC survey under the EBS. Furthermore, by 2024, it is expected that all NSIs will have accumulated experience as regards the SU enterprise, considering that almost all other statistics in the EBS regulation use the enterprise as an SU.
Target population
Although, in general, the majority of enterprises comprise only one LeU, the GVC survey has the following specifics.
· It targets only enterprises of medium and large sizes (more than 50 employees). 
· The largest enterprises are more likely to have the highest occurrence rate of GVC participation and international sourcing. However, smaller enterprises can have these characteristics, as well. For instance, it can be the case that the part of a multinational enterprise resident in the country is of relatively small size but controls a sizeable multinational group (e.g. as a result of sourcing or acquisitions). Then the size class of the enterprise in the sample will appear to have fewer employees. 
· The larger the enterprise, the more likely it will comprise more than one LeU. 
It should be noted that smaller legal units may control other units, and the sum of employees may be above 50 (even if each LeU has less than 50 employees). Typically, this enterprise (comprising several smaller LeUs) should also be in the GVC survey population. 
To choose the target population, both of the following two statements must be true:
1) The main activity NACE code of the enterprise is within the range B to N and
2) The total number of employees and self-employed persons in the enterprise is more than 50.
In practice, for the upcoming survey, the SU ‘enterprise’ might not have been fully implemented in all cases in the SBR. 
Therefore, a country may, e.g. know which LeUs are controlled by other LeUs but may not have information to assign the main activity NACE code to the enterprise. In such cases, for the upcoming survey, a practical proxy may be used to assign the entire enterprise to the NACE code of the largest LeU in terms of the number of employees and self-employed persons.
Figure 1 shows a simplified flowchart of the choice of the target population. The steps involving checks of the NACE activity range and the number of employees and self-employed persons (same as “persons employed”) can also swap places so that the first step is checking the number of employees and self-employed persons.
Figure 1. Target population
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Sampling
The sample should be drawn at the level of the enterprise. The attributes of the enterprise should be used as they are recorded in the business register.
Therefore, no matter which approach is chosen, it is recommended that the economy’s enterprise structure is taken into account when drawing the sample.

Consolidation of data
When data are collected from more than one legal unit in an enterprise, consolidation rules are needed.
The BSDG had initiated a written consultation procedure on SU enterprise use in member states in the 3Q/2020. One of the most common comments was that guidelines are needed to consolidate qualitative variables when producing the SU enterprise from legal units in the GVC domain (among other domains). Thus, detailed and concrete instruction will be given on data consolidation based on four types of questions and a per-question basis (Annex I).
If the Head LeU approach is used, then there should not be any need to consolidate the results, as the head LeU replies for the entire enterprise.
If the LeU level approach is used, it will mean that multiple questionnaires will be filled out per one enterprise, and some data consolidation (by the statistical office) will be required.
The main issue with the consolidation of data is that there is a need for specific rules for various survey questions. These rules vary depending on the type of question, namely for:
1) Qualitative dichotomous questions (yes/no)
· If one answer is affirmative (“yes”), it will be considered affirmative for the whole enterprise. (this may not generally be the case; however, it is the case for the yes/no questions in the GVC survey 2021)
· The above rule only applies to affirmative answers (“yes”).
· Example: If one (or more) LeU of the enterprise answered YES in the question: “did you outsource any business function abroad during the reference period?” then this is true for the entire enterprise. On the other hand, if all LeUs answered NO to the above question, then NO is the whole enterprise’s answer.
2) Qualitative questions with different answer options and multiple answers possible:
· Affirmative answers from all LeUs are recorded equally.
· Example: For the question “To which destination do you source?”; the sourcing data from all LeUs is recorded equally (e.g. LeU 1 answers China and India, LeU 2 answers USA and Canada and LeU 3 answers ROW; all answers are registered for the enterprise).
3) Qualitative questions with mutually exclusive non-dichotomous answers
· There are two approaches: 
I. If the head LeU has been identified:
· Only the head LeU’s answer is taken into account. 
· Example: For the statement “Please indicate the importance of the motivational factors behind the decision to source in the reference period.”; only the enterprise head LeU’s answer is taken into account, as collecting the data from all LeUs might lead to conflicting information.
II. If the head LeU has NOT been identified:
· Only the answer of the largest LeU in terms of the number of employees and self-employed persons is taken into account.
· Example: For the statement “Please indicate the importance of the motivational factors behind the decision to source in the reference period.”; only the answer from the LeU with the largest number of employees and self-employed persons is taken into account, as collecting the data from all LeUs might lead to conflicting information.
4) Questions with quantitative variables
· Quantitative variables should be collected from all LeUs and aggregated on the enterprise level.  
· Quantitative variables in the GVC survey are: 
I. Number of employees and self-employed persons (by business function)
II. Number of jobs created in the enterprise as a result of international sourcing
III. Number of jobs lost (or relocated abroad) as a result of international sourcing
· Although these variables measuring persons employed are simple headcounts, they are to be considered additive for practical reasons, which means that the simple sum of the amounts of the legal units gives the consolidated amount for the enterprise. This consideration must be the case for all the enterprises, regardless of the way the legal units are combined to form the enterprise.
· In cases when job sharing exists in the enterprise, and, e.g. a single employed person works two or more jobs in different LeUs (and possibly two or more business functions), this person should be reported for the LeU for which it performs a higher percentage of the job. If the percentages are exactly the same, the person should be reported for only one LeU (and only one business function).
· More detailed information on additive and non-additive variables can be found in the Summary note on additive and non-additive SBS variables

 

ANNEX I – LeU level approach: Current GVC questionnaire and proposed approach for data collection
Module 1: Business functions 
Question 1.1: Number of employees and self-employed persons by business function
[bookmark: _GoBack]This is a question collecting quantitative data, and the answers should be added together for all LeUs (if more than one LeU of the enterprise is sampled). 
However, there is an optional part of choosing the core business function. If the head LeU has been identified, only its answer should be recorded here (otherwise, there might be conflicting information on the core business function). If the head LeU has not been identified, only the answer of the largest LeU in terms of the number of employees and self-employed persons should be recorded here.
Module 2: GVC arrangements 
Questions:
· 2.1: Filter question on purchasing from abroad,
· 2.4 [optional]: GVC lead firm status estimation when purchasing from abroad, 
· 2.5: Filter question on supplying abroad, 
· 2.8 [optional]: GVC lead firm status estimation when supplying abroad and
· 2.9 [optional]: Means of supply of services abroad
These are dichotomous questions (“yes” or “no”), and if one response is affirmative (“yes”), the SU ‘enterprise’ will be considered as responding affirmatively to the question. Consequently, if all responses from all LeUs are negative (“no”), the SU ‘enterprise’ will be considered as responding negatively to the questions.
Questions: 
· 2.2: Type of goods purchased from abroad, 
· 2.3: Type of services purchased from abroad,
· 2.6: Type of goods supplied abroad and
· 2.7: Type of services supplied abroad
These are qualitative questions with multiple responses possible. As such, affirmative responses from all LeUs are recorded equally for the whole enterprise.
Module 3: International sourcing
Question:
· 3.1: Filter question on international sourcing status
This is a dichotomous question, and if one response is affirmative (“yes”), the enterprise will be considered sourcing abroad. If the responses are “no” or “no, but considered it”, then the enterprise will be considered ‘not sourcing but had considered it’. If all responses from LeUs are only “no”, the enterprise will be considered not sourcing. 
Suppose the optional answer is added to the survey (on sourcing prior to 2018), and the response from any LeU is affirmative. In that case, the whole enterprise will be considered sourcing prior to 2018 (this optional answer can be chosen and ticked together with all the other answer possibilities).
Questions: 
· 3.2: Business functions sourced abroad and
· 3.5 [optional]: Business functions sourced domestically
These are qualitative questions with multiple responses possible. As such, affirmative responses from all LeUs are recorded equally for the whole enterprise. However, for the part on choosing whether the complete function has been sourced, only theses responses are recorded:
· if the head LeU has been identified - only the response of the head LeU in the enterprise should be recorded;
· if the head LeU has not been identified - only the response of the largest LeU in terms of the number of employees and self-employed persons should be recorded.
Question: 
· 3.3: Sourcing destination 
This is a qualitative question with multiple responses possible. As such, affirmative responses from all LeUs are recorded equally for the whole enterprise. 
Question: 
· 3.4: Jobs created and lost due to international sourcing 
This is a question collecting quantitative data, and the responses should be added together for all LeUs.
Question: 
· 3.6 [optional]: International sourcing prior to 2018 
This is a qualitative question with mutually exclusive non-dichotomous responses. Only theses responses are recorded:
· if the head LeU has been identified - only the response of the head LeU in the enterprise should be recorded;
· if the head LeU has not been identified - only the response of the largest LeU in terms of the number of employees and self-employed persons should be recorded.
Module 4: Motivation and barriers for international sourcing
Questions:
· 4.1: International sourcing motivation and
· 4.2: International sourcing barriers
These are qualitative questions with mutually exclusive non-dichotomous responses. Only theses responses are recorded:
· if the head LeU has been identified - only the response of the head LeU in the enterprise should be recorded;
· if the head LeU has not been identified - only the response of the largest LeU in terms of the number of employees and self-employed persons should be recorded.
Here, there might be issues if LeUs other than the head LeU answer affirmatively to sourcing, but the head LeU answers negatively. This discrepancy means that the enterprise would be recorded as sourcing, but the head LeU would not answer the sourcing motivation questions. It is the intended behaviour, as although it might lead to a smaller sample size on sourcing motivation and barriers, the quality of the responses should be higher.   
Module 5: Covid-19 impact
Questions:
· 5.1: Impact of Covid-19 on international sourcing
· 5.2 [optional]: Impact of Covid-19 on turnover and
· 5.3 [optional]: Impact of Covid-19 various other business events
These are qualitative questions with mutually exclusive non-dichotomous responses. Only theses responses are recorded:
· if the head LeU has been identified - only the response of the head LeU in the enterprise should be recorded;
· if the head LeU has not been identified - only the response of the largest LeU in terms of the number of employees and self-employed persons should be recorded.
Similar issues could repeat as with questions 4.1 and 4.2.
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