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2.1 INTRODUCTORY REMARKS

The aim of this chapter is to describe the con-
ceptual framework that underpins, or should 
underpin, the economic program of an NSO, and 
that should be taken into account in designing, 
developing, and implementing an SBR. The two 
international standards constituting the core 
components of the framework are the System of 
National Accounts (SNA) and the International 
Standard Industrial Classification of All Econom-
ic Activities (ISIC). In addition, guidance on how 
to handle economic production activities that are 
hard to measure is provided by the international 
publication Measuring the Non-Observed Econo-
my: A Handbook (OECD et al., 2002).

2.2 SYSTEM OF NATIONAL ACCOUNTS

There have been five versions of the SNA, the 
most recent being the System of National Ac-
counts 2008 (SNA 2008). Most countries are 
presently using the previous version, System of 
National Accounts 1993 (SNA 1993), and some 
countries still use SNA 1968. The following para-
graphs are based on SNA 2008.

“The SNA has a very important statistical func-
tion by serving as a coordinating framework for 
economic statistics in two different senses. In 
the first place, the SNA is seen as the conceptu-
al framework for ensuring the consistency of the 
definitions and classifications used in different, 
but related, fields of statistics. Second, the SNA 
acts as an accounting framework to ensure the 
numerical consistency of data drawn from differ-
ent sources, such as industrial inquiries, house-
hold surveys, merchandise trade statistics, VAT 
returns, and other administrative sources” (SNA 
2008: 1.57).

Thus the SNA 2008 provides the framework for 
an integrated economic statistics program. More 
specifically, it is the conceptual starting point for 

designing the SBR. Conversely, the SBR helps to 
operationalize the SNA. Thus an understanding of 
the SNA concepts and terminology is a prerequi-
site for viewing the SBR within the overall con-
text of an economic statistics program. 

The SNA 2008 defines precisely the notions of 
economic production and of economic producers, 
which it refers to as enterprises. It thereby im-
plicitly defines the set of businesses that should, 
in principle, be included in the SBR if coverage 
of economic production is to be complete. It also 
indicates the need to partition very large enter-
prises that have multiple activities or operate in 
multiple regions into smaller units for statistical 
purposes.

Economic production

The SNA defines (economic) production in gener-
al terms as a “physical process carried out under 
the control and responsibility of an institutional 
unit that uses inputs of labor, capital, goods and 
services to produce outputs of goods and servic-
es” (SNA 2008: 1.40). 

It further states that “all goods and services pro-
duced as outputs must be such that they can be 
sold on markets or at least be capable of being 
provided by one unit to another” (SNA 2008: 
1.40). Thus, purely natural processes such unman-
aged growth of fish stocks and basic human ac-
tivities such as eating and sleeping are excluded. 

It defines production within the SNA production 
boundary as the subset of general production that 
excludes production of services for own final con-
sumption within households, except for the ser-
vices produced by employing paid domestic staff 
and the own-account production of housing ser-
vices by owner occupiers (SNA 2008: 1.42).

This definition of production within the SNA 
boundary is crucial in defining an integrated 
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program of business surveys and in understand-
ing the productive activities that will normally be 
measured by direct data collection or using ad-
ministrative data, and the activities that will not 
be covered.

Institutional units

The SNA defines an institutional unit as “an eco-
nomic unit that is capable, in its own right, of 
owning assets, incurring liabilities, and engaging 
in economic activities and in transaction with oth-
er entities” (SNA 2008: 4.2). 

It further states that “there are two main types of 
units in the real world that may qualify as institu-
tional units, namely persons or groups of persons 
in the form of households and legal or social enti-
ties” (SNA 2008: 4.3).

Institutional sectors

On the basis of their principal functions, behav-
ior, and objectives, institutional units are grouped 
into five mutually exclusive institutional sectors 
(SNA 2008: 2.17):

•	  non-financial corporations – principally en-
gaged in the production of market goods and 
non-financial services;

•	  financial corporations – principally engaged 
in financial intermediation or in auxiliary fi-
nancial activities;

•	  general government – undertaking political 
responsibilities, economic regulation, and 
redistribution of income and wealth, also 
producing (principally non-market) services 
and, possibly, goods;

•	  households – comprising an individual or a 
group of individuals, supplying labor, being 
final consumers of goods and services, and 
producing market goods and services; and

•	  non-profit institutions serving households 
(NPISHs) – principally engaged in the pro-
duction of non-market services.

Enterprises

The SNA 2008 defines an enterprise as “the view 
of an institutional unit producing goods and 

services. The term enterprise may refer to a cor-
poration, a quasi-corporation, a non-profit in-
stitution (NPI) or an unincorporated enterprise” 
(SNA 2008: 5.1), as further described below.

The term corporation is used more broadly than 
in just the legal sense. In general, “all entities that 
are: a) capable of generating a profit or other fi-
nancial gain for their owners, b) recognized in law 
as separate legal entities from their owners who 
enjoy limited liability, and c) set up for purposes 
of engaging in market production; are treated as 
corporations however they may describe them-
selves or whatever they are called” (SNA 2008: 
4.38).

“Some unincorporated enterprises function in all 
(or almost all) respects as if they were incorpo-
rated. These are termed quasi-corporations” (SNA 
2008: 4.42). Three main kinds of quasi-corpora-
tions are recognized in the SNA:

•	  unincorporated enterprises owned by gov-
ernment units that are engaged in market 
production and that are operated in a similar 
way to publicly owned corporations;

•	  unincorporated enterprises, including unin-
corporated partnerships or trusts, owned by 
households that are operated as if they were 
privately owned corporations; and

•	  unincorporated enterprises that belong to in-
stitutional units resident abroad, referred to 
as ‘branches’ (SNA 2008: 4.43).

Non-profit institutions are “legal or social entities 
created for the purpose of producing goods and 
services whose status does not permit them to 
be a source of income, profit, or other financial 
gain for the units that establish control or finance 
them” (SNA 2008: 4.83).

Unincorporated enterprises may be conducted by 
governments or households. Government unin-
corporated enterprises are likely to consist largely, 
or entirely, of non-market producers: 

“that is, producers most or all of whose output 
is supplied to other units free, or at prices that 
are not economically significant…such units 
may include government producers supplying 
non-market goods or services to other gov-
ernment units for purposes of  intermediate 
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consumption or gross fixed capital formation: 
for example, munitions factories, government 
printing offices, transport agencies, computer 
or communications agencies, etc. However, it 
is possible for an unincorporated enterprise 
within a government to be a market produc-
er…for example a bookshop within a muse-
um” (SNA 2008: 4.123).

Household unincorporated enterprises may be 
considered in two groups: household unincorpo-
rated market enterprises and household unincor-
porated enterprises producing for their own final 
use. 

“Household unincorporated market enter-
prises are created for the purpose of produc-
ing goods or services for sale or barter on the 
market. They can be engaged in virtually any 
kind of productive activity: agriculture, min-
ing, manufacturing, construction, retail dis-
tribution or the production of other kinds of 
services. They can range from single persons 
working as street traders or shoe cleaners 
with virtually no capital or premises of their 
own through to large manufacturing, con-
struction or service enterprises with many 
employees” (SNA 2008: 4.155).

“Household unincorporated market enter-
prises also include unincorporated partner-
ships that are engaged in producing goods 
or services for sale or barter on the market. 
The partners may belong to different house-
holds.” (SNA 2008: 4.156).

In summary, the SNA definition of enterprise is 
much broader then the common understanding. 
This is because the term covers all units that have 
economic production activities within the SNA 
production boundary. By including governments 
and households producing goods primarily or en-
tirely for their own final use, the definition of en-
terprise goes far beyond what most statisticians 
would regard as an “enterprise” or “business.” 

SNA Classifications of enterprises

The SNA 2008 specifies the use of a number of 
standard classifications of enterprises. Those of 
concern from the SBR perspective are classifica-
tion by institutional sector (as noted above) and 
classification of economic activity using the Inter-
national Standard Industrial Classification of All 

Economic Activities (ISIC) (as further described in 
Section 2.3). 

Principal and ancillary activities

The principal activity of an enterprise is the ac-
tivity whose outputs are, or could be, delivered to 
other institutional units and whose value added 
exceeds that of any secondary activities carried 
out by the enterprise. An ancillary activity is in-
cidental to the main activity of an enterprise. It 
facilitates the efficient running of the enterprise 
but does not normally result in goods and services 
that can be marketed (SNA 2008: 5.10). 

Partitioning enterprises by economic ac
tivity and geography

The SNA 2008 and ISIC recognize that a large en-
terprise may be engaged in a range of different 
types of economic activities at a set of different 
locations. In such a case, the classification of a 
large enterprise to a single type of activity at a 
single location would result in a blurring of detail 
that would not be useful for the purpose of anal-
ysis. This leads to the concept that, for statistical 
purposes, large enterprises should be divided into 
smaller, more homogeneous producing units that 
can be more precisely classified and that collec-
tively represent the enterprise as a whole. 

One way to partition an enterprise is by reference 
to its activities. A unit resulting from such a par-
titioning is called a kind-of-activity unit (KAU). 
A kind-of-activity unit is an enterprise, or a part 
of an enterprise, that engages in only one kind 
of productive activity or in which the principal 
productive activity accounts for most of the value 
added (SNA 2008: 5.12). 

Enterprises often engage in productive activity at 
more than one location, and for some purposes it 
may be useful to partition them accordingly. Thus, 
a local unit is an enterprise, or a part of an en-
terprise, that engages in productive activity at or 
from one location… “Location” may be interpret-
ed according to the purpose, narrowly, such as a 
specific address, or more broadly, such as within a 
province, state, county, etc. (SNA 2008: 5.13). 

The establishment combines both the kind-of-ac-
tivity dimension and the locality dimension. An 
establishment is an enterprise, or part of an en-
terprise, that is situated in a single location and in 
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which only a single productive activity is carried 
out, or in which the principal productive activity 
accounts for most of the value added. Establish-
ments are sometimes referred to as local kind-of 
activity units (SNA 2008: 5.14).

These partitioning options are illustrated in Figure 
2.1.

In practice, an establishment may usually be 
identified with an individual workplace in which 
a particular kind of productive activity is carried 
out: an individual farm, mine, quarry, factory, 
plant, shop, store, construction site, transport de-
pot, airport, garage, bank, office, clinic, etc. (SNA 
2008: 5.17).

However, identification of establishments is not 
always straightforward, as in the case of so-called 
integrated enterprises.

“A horizontally integrated enterprise is one in 
which several different kinds of activities that 
produce different kinds of goods or services for 
sale on the market are carried out simultaneously 
using the same factors of production. An example 
is the production of electricity through a waste 
incineration process…The activity of waste dis-
posal and the activity of electricity production 
cannot be separated in this case.” (SNA 2008: 5.21).

“A vertically integrated enterprise is one in 
which different stages of production, which are 
usually carried out by different enterprises, are 
carried out in succession by different parts of 
the same enterprise. The output of one stage 
becomes an input into the next stage, only the 
output from the final stage being actually sold 
on the market. Examples of common vertical 
integration include tree felling and subsequent 
on-site sawmilling, a clay pit combined with a 

brickworks, or production of synthetic fibres in 
a textile mill.” (SNA 2008: 5.23).

Further partitioning for analytical purposes

In most fields of statistics, the choice of statisti-
cal unit and methodology used, are strongly in-
fluenced by the purposes for which the resulting 
statistics are to be used. 

For analytical purposes, further partitioning of 
establishments may be desirable. The SNA notes 
that:

“...for purposes of input–output analysis, the 
optimal situation would be one in which each 
producer unit were engaged in only a single 
productive activity, so that an industry could 
be formed by grouping together all the units 
engaged in a particular type of production 
without the intrusion of any secondary activ-
ities. Such a unit is called a ‘unit of homoge-
neous production.’” (SNA 2008: 5.52) 

“...it may not be possible to collect directly 
from the enterprise or establishment the ac-
counting data corresponding to units of ho-
mogeneous production. Such data may have 
to be estimated subsequently by transform-
ing the data supplied by enterprises on the 
basis of various assumptions or hypotheses. 
Units that are [in effect] constructed by sta-
tistical manipulation of the data collected...
are called analytical units.” (SNA 2008: 5.53)

“If it is desired to compile production ac-
counts and input–output tables by region, it 
is necessary to treat units of homogeneous 
production located in different places as sep-
arate units even though they may be engaged 
in the same activity and belong to the same 
institutional unit.” (SNA 2008: 5.54)

FIGURE 2.1: SNA/ ISIC PARTITIONING OF AN ENTERPRISE 

Partition by Location

No Yes

Partition by Economic Activity No Enterprise Local Unit

Yes Kind of Activity Unit Establishment
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As will be further discussed later, analytical units 
are not of direct relevance to an SBR, as they are 
not defined or used for data collection purposes.

Groups of enterprises

The SNA 2008 notes that:

“...large groups of corporations, or conglom-
erates, may be created whereby a parent cor-
poration controls several subsidiaries, some 
of which may control subsidiaries of their 
own, and so on. For certain purposes, it may 
be desirable to have information relating to a 
group of corporations as a whole. However, 
each individual corporation should be treat-
ed as a separate institutional unit, whether or 
not it forms part of a group. Even subsidiaries 
that are wholly owned by other corporations 
are separate legal entities that are required 
by law and the tax authorities to produce 
complete sets of accounts, including balance 
sheets.” (SNA 2008: 4.51)

“Another reason for not treating groups of 
corporations as single institutional units is 
that groups are not always well defined, sta-
ble or easily identified in practice. It may be 
difficult to obtain data for groups whose ac-
tivities are not closely integrated. Moreover, 
many conglomerates are much too large and 
heterogeneous for them to be treated as sin-
gle units, and their size and composition may 
be continually shifting over time as a result 
of mergers and takeovers.” (SNA 2008: 4.52)

Head offices and holding companies

The SNA 2008 notes that:

“Two quite different types of units exist that 
are both often referred to as holding compa-
nies. The first is the head office that exercises 
some aspects of managerial control over its 
subsidiaries. It may sometimes have notice-
ably fewer employees, and more at a senior 
level, than its subsidiaries but it is actively 
engaged in production. These types of ac-
tivities are described in ISIC Rev. 4 in section 
M class 7010 as… including the overseeing 
and managing of other units of the compa-
ny or enterprise; undertaking the strategic or 

organizational planning and decision making 
role of the company or enterprise; exercising 
operational control and managing the day-to-
day operations of their related units.” (SNA 
2008: 4.53)

“The type of unit properly called a holding 
company is a unit that holds the assets of 
subsidiary corporations but does not under-
take any management activities. They are de-
scribed in ISIC Rev. 4 in section K class 6420 
as…units that hold the assets (owning con-
trolling-levels of equity) of a group of sub-
sidiary corporations and whose institutional 
units and sectors’ principal activity is owning 
the group. The holding companies in this class 
do not provide any other service to the enter-
prises in which the equity is held, i.e. they do 
not administer or manage other units.” (SNA 
2008: 4.54)

Ownership and control

The SNA 2008 notes that:

“The ownership of a listed corporation is dif-
fused among the institutional units that own 
its shares in proportion to the shareholdings. 
It is possible for one single institutional unit, 
whether another corporation, a household 
or a government unit, to own all the equity 
or shares in a corporation but, in general, 
ownership of a listed corporation is diffused 
among several, possibly very many, institu-
tional units.” (SNA 2008: 4.68)

“A single institutional unit owning more than 
a half of the shares, or equity, of a corporation 
is able to control its policy and operations... 
Similarly, a small, organized group of share-
holders whose combined ownership of shares 
exceeds 50 percent of the total is able to con-
trol the corporation by acting in concert…
Because many shareholders do not exercise 
their voting rights, a single shareholder, or 
small number of shareholders acting together, 
may be able to secure control over a corpora-
tion, even though they may hold considera-
bly less than half of the total shares…It is not 
possible to stipulate a minimum shareholding 
below 50 percent that will guarantee control 
in all cases.” (SNA 2008: 4.69-4.71)
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“Corporation B is said to be a subsidiary of 
corporation A when either: (a) corporation A 
controls more than half of the shareholders’ 
voting power in corporation B; or (b) corpora-
tion A is a shareholder in corporation B with 
the right to appoint or remove a majority of 
the directors of corporation B. Corporation A 
may be described as the parent corporation in 
this situation…Very large families of corpo-
rations, described as conglomerates, are en-
countered in some countries…Conglomerates 
that include corporations resident in different 
countries are usually described as multina-
tional corporations.” (SNA 2008: 4.73-4.74)

2.3  INTERNATIONAL STANDARD 
 INDUSTRIAL CLASSIFICATION OF 
ALL ECONOMIC ACTIVITIES (ISIC)

To enable cross-country comparisons, it is essen-
tial to be compatible with the international stand-
ard for classification by economic activity, namely 
the International Standard Industrial Classifica-
tion of All Economic Activities (ISIC). Revision 
4 is the most recent version of the standard and 
is specifically designed to classify enterprises, 
kind-of-activity units, and establishments as de-
fined in the SNA 2008 according to their principal 
economic activity. Previous versions of the stand-
ard still in use are ISIC Rev. 3 (which is referenced 
in SNA 1993) and ISIC Rev. 3.1. 

In ISIC Rev. 4 (and ISIC Rev. 3.1 and Rev. 3), eco-
nomic activities are subdivided in a hierarchical, 
four-level structure of mutually exclusive cate-
gories, thereby facilitating data collection, pres-
entation, and analysis at detailed levels of the 
economy in an internationally comparable, stand-
ardized way. 

1. Categories at the highest level are alphabeti-
cally labeled broad groupings called sections 
(sometimes called sectors by NSOs). They are 
identified by letters. Examples are A: Agricul-
ture, forestry and fishing; C: Manufacturing, 
F: Construction, and O: Public administration 
and defence; compulsory social security. 

2. The next level contains two-digit divisions. 
Examples are Division 03; Fishing and aqua-
culture; Division 13: Manufacture of textiles.

3. The third level contains three-digit groups. 
Examples are Group 031 Fishing; Group 131: 
Spinning, weaving and finishing of textiles.

4. The most detailed level contains four-digit 
classes. Examples are Class 0312: Freshwater 
Fishing; Class 1312: Weaving of textiles.

At each level of ISIC, a statistical unit is assigned 
to one and only one ISIC code. The set of statis-
tical units that are classified into the same ISIC 
category is referred to as an industry. Examples 
are:

•	 the furniture industry – all units classified in 
ISIC division 31 (Manufacture of furniture);

•	 the construction industry – all units classi-
fied in ISIC section F (Construction). 

At the finest level of detail of ISIC, an industry 
comprises all establishments within an ISIC class. 
Some countries introduce additional, fifth-level 
breakdowns of certain classes to suit their par-
ticular circumstances. This is perfectly within 
keeping of the international standard.

Assigning classification codes

ISIC class descriptions and explanatory notes are 
used in determining the class of activities under 
which a particular statistical unit is classified. As 
a unit typically undertakes economic activities 
falling into more than one class, it is classified ac-
cording to its principal activity. When determining 
the principal activity, all activities are considered 
but only the principal activity is used to classify 
a unit. 

The principal activity of the unit can usually be 
determined from the goods that it sells, or ships, 
or the services that it renders to other units or 
consumers. However, the inputs to the activity 
and the production process may also play a part. 

2.4 NON-OBSERVED ECONOMIC 
 PRODUCTION

Complete coverage of economic production is 
a vital aspect of the quality of the national ac-
counts. However, as noted in Measuring the 
Non-Observed Economy: A Handbook (OECD et 
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al., 2002), it is hard to achieve because of the dif-
ficulties in accounting for certain types of produc-
tive activities. Activities that are typically missing 
from the basic data used to compile the national 
accounts are said to constitute the Non-Observed 
Economy (NOE). Making estimates for these ac-
tivities in the national accounts is referred to as 
measurement of the NOE and this aspect is cov-
ered in Chapter 25 of SNA 2008.

As described in more detail in Annex E of these 
Guidelines, productive activities may be non-ob-
served for a variety of reasons. They may be infor-
mal or illegal/underground activities, or comprise 
household production for own final use. They may 
also escape observation due to deficiencies in the 
basic data collection system. The following para-
graphs provide sufficient information about these 
types of activity for SBR purposes. They indicate 
that, for the most part, non-observed activities 
are outside the scope of surveys using an SBR. 

Informal sector

The informal sector represents a very important 
part of the economy in many countries and thus 
SNA 2008 recommends use of Resolution II of 
the Fifteenth International Conference of Labor 
Statisticians 1993 (SNA 2008: 25.36) in defining the 
informal sector. The Resolution requires the in-
formal sector be defined as a subset of household 
unincorporated enterprises, comprising those en-
terprises that:

•	  produce at least some output for the market; 
and

•	  are less than a specified size in terms of the 
number of persons engaged, or of employ-
ees or of employees employed on a continu-
ous basis; and/or

•	  are not registered under specific forms of 
national legislation, such as factories or 
commercial acts, tax or social security laws, 
professional groups’ regulatory acts, or sim-
ilar acts, laws or regulations established by 
national legislative bodies.

Enterprises that are involved in agricultural pro-
duction may, optionally, be included or excluded.

It is important to recognize that these criteria pro-
vide a framework for a definition of the informal 

sector, rather than a single, unambiguous defini-
tion. Thus, there are variations across countries 
in how the informal sector is actually defined. As 
further discussed in Part II of the Guidelines, the 
most practical definition, and the recommenda-
tion of these Guidelines, is to define the informal 
sector as the set of non-agricultural household en-
terprises that have market production but that are 
not registered with the administrative source(s) 
on which the coverage of the SBR is based. 

This definition is in accordance with the Reso-
lution and has the virtue of making the formal/
informal boundary very visible and easy to imple-
ment. It means that:

•	  the suite of business surveys based on the 
SBR and administrative data measure the 
formal sector; and

•	  household market enterprises not included 
in the SBR constitute the informal sector. 

Household production for own final use 

Household production of goods for own final use 
is not part of the informal sector. It includes pro-
duction of crops, livestock, clothing, and other 
goods for own use, construction of own dwelling 
and other own-account fixed capital formation. 
Hence it covers subsistence farming. It also in-
cludes imputed rents of owner-occupiers and ser-
vices of paid domestic servants. 

As data about household production for own final 
use are obtained from households, not from reg-
istered businesses, the SBR has no role to play in 
its measurement.

Illegal production

SNA 2008 (Para: 3.96) states that productive ille-
gal activities should be included in national ac-
counts. Illegal production can involve:

•	  production and distribution of illegal goods, 
such as banned drugs; 

•	  production of illegal services, such as prosti-
tution (in countries where this is illegal); 

•	  production activities that are illegal when 
carried out by unauthorized producers, such 
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as unlicensed medical practices, and unli-
censed gambling; 

•	  production and sale of counterfeit products, 
such as watches with false trademarks and 
unauthorized copies of artistic originals, for 
example CDs and DVDs; 

•	  smuggling, for example of tobacco, weap-
ons, alcohol, food, and people, and resale of 
stolen goods, and 

•	  bribery and money laundering.

However, although there seems to be common 
agreement on the correctness, in principle, of in-
cluding illegal activities in the national accounts, 
very few countries explicitly do so, and the meth-
ods available are still experimental. 

In summary, in countries where the value of ille-
gal productive activities is quantitatively insignif-
icant, it is almost certainly a poor use of resources 
to try to measure it precisely. In any case, an SBR 
based on administrative registration data cannot 
be expected to assist in measurement. If an enter-
prise undertaking illegal production is registered, 
it will be included in the SBR but the enterprise 
will disguise its illegal activities. If the enterprise 
is unregistered, it will be not be included in the 
SBR. In either case the SBR plays no role.

Underground production

Certain activities may be both productive and le-
gal but deliberately concealed from public author-
ities for a number of reasons:

•	  to avoid the payment of income, value add-
ed or other taxes, or social security contri-
butions;

•	  to avoid having to meet certain legal stand-
ards such as minimum wages, maximum 
hours, safety or health standards;

•	  to avoid complying with administrative pro-
cedures such as completing administrative 
forms.

Much the same remarks as were made for illegal 
production apply to underground production. Un-
less underground production is very widespread, 
it is almost certainly a poor use of resources to try 
to measure it precisely, and in any case, the SBR 
has no role to play in its measurement.

Omissions due to deficiencies  
in the data collection system

The reasons why productive activities may be 
missed by the basic data collection system can be 
categorized as follows.

1. Under-coverage of enterprises. Enterprises, 
or parts of them, are excluded from the data 
collection program though in principle they 
should have been included. This may occur, 
for example, because an enterprise is new 
and has not yet been included in the survey 
frames, or it falls below the size cut-off for 
surveys, or it has been incorrectly classified 
by kind of activity or by region and thus im-
properly excluded from a survey frame.

2. Non-response by enterprises. Enterprises are 
included in the sample but no data are col-
lected from them (for example, because the 
survey questionnaire was wrongly addressed 
or the enterprise, or part of it, did not return 
the questionnaire) and no imputation is made 
for the missing observations.

3. Data are underreported by enterprises. Data 
are obtained from enterprises, but value add-
ed is underreported; or correct data are re-
ceived but inappropriately edited or weight-
ed by the NSO.

The economic survey program is designed to min-
imize these deficiencies. The SBR plays a signifi-
cant role with respect to the first item.
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3.1 INTRODUCTORY REMARKS

The aim of this chapter is to describe the statis-
tical units and their classifications  as used in the 
context of economic statistics, especially business 
statistics and to relate them to units defined by 
businesses for legal, organizational, and adminis-
trative purposes.

3.2 STANDARD STATISTICAL 
 UNITS MODEL

The set of standard statistical unit (SSU) types 
into which the SNA 2008 partitions an enterprise 
(as described in Section 2.2) is an example of an 
SSU model used by statisticians as the basis for 
collecting data. The model is a statistical abstrac-
tion and simplification of the rather messy and 
complicated set of legal, operational, and admin-
istrative units that exist in the real world, i.e., the 
economic world that the NSO is measuring. 

Alternatives to the SNA 2008 model could be ob-
tained by changing the partitioning to produce 
other subdivisions of an enterprise. 

•	  For example, an SSU model could be defined 
in which an enterprise was partitioned into 
units capable of supplying balance sheet 
and financing data. (This definition would 
typically result in somewhat larger units 
than kind-of-activity units.) 

•	  Alternatively (or as well) the model could 
define a unit for which employment and 
earnings data can be obtained. (This defi-
nition would typically result in somewhat 
smaller units than establishments.) 

In addition, an SSU model may extend beyond 
partitioning enterprises to include the notion of 
grouping legal units that are linked by ownership 
and/or control. The set of enterprises associated 

with an ownership and control group is usually 
referred to as an enterprise group (EG). 

In summary, despite the widespread agreement 
on the use of SNA and ISIC, there is no universal-
ly adopted SSU model. EU regulations prescribe a 
model for EU member states, but NSOs in other 
countries define their own models, with the result 
that there is a plethora of different models in use 
across the world. 

Example from the European Union

European Council Regulation (EEC) No 696/93 on 
the statistical units for the observation and anal-
ysis of the production system in the Community 
defined eight units, namely:

•	  enterprise – similar to the SNA 2008 enter-
prise except that it may encompass more 
than one legal entity;

•	  institutional unit – similar to the SNA 2008 
institutional unit;

•	  enterprise group – referenced in the SNA 
2008 as conglomerates;

•	  kind-of-activity unit – similar to the SNA 
2008 kind of activity unit;

•	  local unit – similar to the SNA 2008 local 
unit;

•	  local kind-of-activity unit – similar to SNA 
2008 establishment; 

•	  unit of homogeneous production – similar to 
the SNA 2008 unit of homogeneous produc-
tion; and

•	  local unit of homogeneous production – 
similar to regional breakdown of the unit of 
homogeneous production in the SNA 2008.

3 • UNITS AND CLASSIFICATIONS 
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It turns out that there are too many units to be 
useful for SBR purposes. In particular, the units 
of homogeneous production can never been ful-
ly operationalized in an SBR. Thus, the more re-
cent Business Register (BR) Regulation (EC) No. 
177/2008, establishing a common framework for 
business registers for statistical purposes, includes 
a much simplified model containing just four units 
– namely, legal unit, enterprise, local unit, and en-
terprise group – as illustrated in Figure 3.1. 

In this particular model, an enterprise can embody 
one or several legal units. In other models (includ-
ing SNA 2008), enterprises and legal units are in a 
one-to-one relationship. The notion of legal units 
is discussed in Section 3.3 and the relationship of 
legal units and enterprises is further described in 
Chapter 6.

Controls

Enterprise Group

Legal Unit

is a part of an

Enterprise

Conducts activities in

Local Unit

Chapter 3: Units and classifications

FIGURE 3.1: EUROPEAN COUNCIL BR REGULATION NO. 177/2008 MODEL

Choice of model

An NSO must define or select its own SSU mod-
el. The key principle in choosing a statistical units 
model is for it to be as simple as possible while 
providing sufficient detail to meet user needs. 
There are two reasons for simplicity. The first is 
the high cost of dividing enterprises into smaller 
producing units in practice. The second is the high 
cost of building and maintaining a database that is 
capable of supporting a complex model. 

The simplest model of all is to have a single SSU, 
namely the enterprise. In this case, the only way 
to obtain data broken down by kind of economic 
activity and location is to ask the enterprise to 
provide the breakdown. This does not work well, 
as an enterprise cannot be expected to make such 
a breakdown in a systematic and consistent way. 
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3.3 ECONOMIC UNITS MODEL

The set of standard statistical units is based on 
(and is a simplification of) real economic world 
units, like legal person, business, division, plant, 
sales outlet, etc. (These units are referred to as re-
al-world units because they exist independently 
of the NSO whereas statistical units are NSO con-
structs.) Thus, the idea of defining an SSU model 
can be extended to the definition of a more com-
prehensive economic units model that includes all 
unit types that are relevant in collecting economic 
data. 

At the very minimum, NSOs tend to include legal 
units in addition to the standard statistical units 
in their models. In this context, legal unit refers to 
an entity with legal personality, meaning the right 
to ownership, to dispose of assets, to engage in 
activities, to enter into contracts, and to institute 
legal proceedings. A legal unit may be either a le-
gal (or juridical) person or a natural person. The 
notion of legal unit coincides with the SNA notion 
of institutional unit, except that the latter refers 
to households (containing natural persons) rather 
than individual natural persons. Sometimes, as is 
the case of the ESS Statistical Units Regulation, 

legal unit by definition does not include all nat-
ural persons, only those with economic activity.

A comprehensive economic units model contains 
all the types of units belonging to or associated 
with enterprises that are relevant in defining and 
identifying statistical units. It includes: 

•	  legal units – such as legal person, natural 
person, groups of legal persons linked by 
ownership or control;

•	  operational units – such as division, branch, 
plant, and outlet into which legal units or-
ganize themselves; and 

•	  administrative units – such as VAT unit or 
income tax unit, or employer unit, that are 
created by legal units in response to admin-
istrative requirements. 

It is also includes the notions of sampling, and ob-
servational units, which are used in conducting a 
survey, as further described in Section 4.3. 

An excellent example is the economic units mod-
el developed by Statistics South Africa (SSA), 

FIGURE 3.2: SOUTH AFRICAN UNITS MODEL

Part I: Underlying concepts and methods
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which is illustrated in Figure 3.2. This includes all 
types of units relevant to its SBR. At the core of 
the model are the four statistical units:

•	  EG means Enterprise Group, comprising en-
terprises linked by common ownership and 
control, similar to the SNA 2008 notion of 
conglomerate; 

•	  EN means Enterprise, similar to the SNA 
2008 enterprise;

•	  KAU means Kind-of-Activity Unit, similar 
to the SNA 2008 kind of activity unit;

•	  GEO means Geographical Unit, a cross be-
tween the SNA2008 establishment and local 
unit.

As regards the administrative units: 

•	  IT means Income Tax Unit; 

•	  VAT-R means VAT-registered unit; VAT-B 
means VAT branch; 

•	  PAYE means Pay-As-You-Earn Unit; 

•	  UIF means Unemployment Insurance Fund 
Unit; and 

•	  SDL means Skills Development Levy Unit.

Clusters are groups of administrative units that 
have been linked by name, address, and other 
characteristics into something close to a legal 
unit. The notion of a cluster is unique to SSA. It 
reflects the attempt to bring together administra-
tive units referring to the same business without 
having a common identifier. Specific recommen-
dations regarding the choice of economic units 
model are made in Chapter 6.

FIGURE 3.3: EXAMPLES OF CLASSIFICATION CATEGORIES 

Attribute being classified Examples of categories Standard classification

Activity status Not yet active, active, 
 inactive…

No international standard. NSO 
needs to define its own standard

Economic activity Manufacturing of leather 
goods…

ISIC Rev. 4 (latest version 
available, earlier versions are 
acceptable).

Geography Specific province, 
 municipality…

Country-dependent standards 
(depending upon size and ad-
ministrative arrangements)

Legal form Corporation, partnership, sole 
proprietorship…

Country-dependent standard 
(depending upon country’s 
Company Act)

Type of ownership Government, private… Country-dependent standard

Institutional sector Non-financial corporation, 
government

SNA 2008 (latest version; 1993 
version is acceptable)

Size Between 10 and 19 employees, 
turnover exceeding $1m

No international standard. NSO 
needs to define its own stand-
ard(s). There may be several 
standards using different size 
measures

Chapter 3: Units and classifications
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3.4 CLASSIFICATIONS OF 
 STATISTICAL UNITS

As previously noted, the inputs, activities, and 
outputs of enterprises are heterogeneous. Thus, 
for data collection and for analytical purposes, 
partitioning of economic data by economic ac-
tivity is invariably required, and partitioning by 
region and/or institutional sector is useful. In 
addition, for sampling and data collection pur-
poses, and for some analytical purposes, parti-
tioning by size, legal form, type of ownership, 
and activity status is required. 

The required partitioning is based on the corre-
sponding attributes of enterprises. The value do-
main for each attribute is typically defined using 
an appropriate standard classification. The clas-
sifications for partitioning by economic activity, 
region, size, etc., are described in the following 
paragraphs. Figure 3.3 lists the classifications 
required. While they are all presented with ref-
erence to an enterprise, the classifications may 
also be applicable to other SSUs. 

To ensure complete and unambiguous assignment 
of an enterprise, the categories of a classification 
are always mutually exclusive and exhaustive. 
Typically, categories within a large classification 
are represented by classification codes.

Classification by activity status

An enterprise may be in a number of different 
activity states. For example, it may be in forma-
tion and yet to start production; it may be ac-
tive; it may be temporarily or seasonally inac-
tive; it may have ceased its activities; or it may 
no longer exist. There is no international stand-
ard classification for activity status. A national 
standard should be defined and used. 

An example from Statistics South Africa is 
shown in Figure 3.4 below. The four possible ac-
tivity states (referred to as life cycle states) are: 
birth, active (activated or reactivated), deacti-
vated, and ceased. Figure 3.4 also indicates the 
possible changes in activity status.

Classification by economic activity

As previously described, ISIC Rev. 4 is the current 
international standard for classification by eco-
nomic activity. However, it is common for an NSO 
to define its own version of an economic activity 
classification for use in its country. Neighboring 
countries may define a version for common use. 
Typically, country versions are designed in such 
a way as to be compatible with ISIC, for example, 
by further partitioning four-digit classes, or by 
combining adjacent four-digit classes. There are 
also more complex variations that require cor-
respondence tables to relate the classes of the 
version to those of ISIC, and conversely.

FIGURE 3.4: EXAMPLE OF ACTIVITY STATUS CLASSIFICATION 

Life cycle (activity) states

birth

active

deactivated

ceased

birthed

activated

deactivated

reactivated

activated

reactivated
ceased

Life cycle (activity) changes
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Examples of International Economic 
Activity Classification

EU member states: An important example 
is Regulation (EC) 1893/2006 establishing 
the European statistical classification of 
economic activities, referred to as NACE 
Revision 2, which is used by the NSOs in 
EU member countries.  

Australia and New Zealand: Another ex-
ample is the Australian and New Zealand 
Standard Industrial Classification (ANZSIC) 
used by the Australian Bureau of Statistics 
and Statistics New Zealand; and 

US, Canada, and Mexico: A third example 
is the North American Industry Classifica-
tion (NAICS) 2007 used by Canada, Mexico, 
and the United States.

Classification by geography

A hierarchical classification by geography is re-
quired to produce regional data at various levels 
of detail. There is no single international stand-
ard for geographical classification as countries 
are quite different in shape and size. 

The European Statistical System (ESS) defines a 
classification framework referred to as nomen-
clature of units for territorial statistics (NUTS) 
within which regional classification should be 
formulated for EU countries. (NUTS is a French 
acronym for nomenclature des unités territori-
ales statistiques). The NUTS coding scheme is al-
phanumeric and consists of a two-letter country 
prefix and a series of numbers, letters, or both. 
NUTS codes are arranged in a hierarchy. NUTS-1 
areas are the largest and are divided into NUTS-2 
areas, and so on. Often NUTS areas coincide with 
administrative units such as states or counties 
within a country. However, the correspondence 
may not be the same in different countries. For 
example, the states of Germany correspond to 
the NUTS-1 level, but the states of Austria corre-
spond to the NUTS-2 level. 

The most important principle is that, within a coun-
try, statistical measurements should all be based 
on a single national geographical classification. 

The classification should be hierarchical, but it 
may also include alternative breakdowns.

The factors to be taken into account in selecting 
or designing this national standard are:

•	  user needs for geographic breakdown;

•	  the area boundaries of most use for sample 
stratification and data collection; and

•	  the existing administrative boundaries – in 
addition to the fact that users may require 
data for administrative areas, it is more ef-
fective, efficient, and cheaper if the govern-
ment organization responsible for regional 
and municipal matters defines and maintains 
the geographical classification.

Classification by legal form / type of 
ownership

The legal form and type of ownership of an en-
terprise are interrelated. They are relevant in 
determining its institutional sector, and are in-
dicative of the administrative sources that may 
contain data about the enterprise. There are no 
international standards as the options for es-
tablishing legal persons vary from country to 
country. Each NSO has to define and use its own 
national standards.

Classification by institutional sector

The SNA classification of institutional sector (as 
described in Chapter 2) is required for nation-
al accounting purposes. Most NSOs adopt this 
standard without change. Some make a minimal 
change, for example the Australian Bureau of 
Statistics produces separate statistics for only 
four sectors (non-financial corporations, finan-
cial corporations, governments, and households) 
i.e., not for Non-Profit Institutions Serving 
Households (NPISH).

Classification by size

Enterprises can vary enormously in size. Thus 
classification by size is vital for data collection 
purposes, and is useful for analysis. There is no 
universal standard size classification. Each NSO 
has to define its own classification for dividing 
enterprises into size groups. Typically, employ-
ment or turnover is used as the basis for the 

Chapter 3: Units and classifications
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classification. Often an NSO will define more 
than one size classification. 

Current practice suggests that a classification 
into four size categories is appropriate for sam-
pling. Fewer categories tend to result in ineffi-
cient sampling, while more categories tend to re-
sult in classification errors and, again, inefficient 
sampling.

3.5 BUSINESS DYNAMICS – CHANGES 
 IN UNITS AND THEIR ATTRIBUTES

Many types of changes to the economic situa-
tion occur in a country over time. These changes 
are reflected in the creation, transformation, and 
disappearance of the real world legal, organiza-
tional, and administrative units. Businesses may 

be initiated, increase in size, change econom-
ic activity, move location, open new sites, be 
merged, amalgamated, split up, etc. In conjunc-
tion with administrative agencies or in response 
to administrative agency exigencies, businesses 
may apply for new administrative accounts, or 
may relinquish such accounts. 

These changes in legal, operational, and statis-
tical units need to be taken into account by the 
NSO when making changes to the corresponding 
standard statistical units. This is a constant chal-
lenge that will be further discussed in Section 
5.5 and Chapters 8 and 9. Typically, such changes 
are detected through changes in corresponding 
administrative units or in the observation units 
contacted by surveys.

Part I: Underlying concepts and methods
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4.1 INTRODUCTORY REMARKS

The aim of this chapter is to provide more contex-
tual information by describing the environment 
within which an SBR operates, namely the eco-
nomic statistics program, especially the business 
surveys that comprise a substantial part of the 
program.

4.2 DESIGNING AN ECONOMIC 
 STATISTICS PROGRAM

User demand

User demand is the starting point for developing 
the program for the collection and dissemination 
of statistics. Whilst there are international stand-
ards such as the SNA and numerous European 
Statistical System (ESS) regulations defining spe-
cific data requirements, there are no international 
standards covering all possible user demands for 
data. Each NSO has to develop its own list of re-
quirements through discussions with its principal 
users. 

The list may be partitioned according to coverage 
and content into economic statistics, social sta-
tistics, and other statistics. Some statistics (for 
example, labor statistics) are both social and eco-
nomic. The ESS provides a more detailed break-
down by statistical theme. There are nine general 
headings, namely: General and regional statistics, 
Economy and finance, Population and social con-
ditions, Industry, trade and services, Agriculture 
and fisheries, International trade, Transport, Envi-
ronment and energy, and Science and technology. 
Each general heading is divided into a number of 
themes.

As this Guidebook is about SBRs, it focuses on 
economic statistics and, more specifically, on 
business statistics.

Summarizing user demand

The broad-level user requirements for economic 
statistics (in particular the data required to com-
pile the national accounts) coupled with the re-
sources available within an NSO, determine the 
coverage, content, and output frequency of an 
NSO’s economic statistics program. 

•	  Coverage is defined in terms of a type of 
unit (e.g., enterprise) and a particular popu-
lation of these units (e.g., large and medium 
size manufacturing enterprises);

•	  Content is defined in terms of data items 
(also called variables or indicators) that 
measure the counts or characteristics (at-
tributes) of the population of units together 
with the reference period or point to which 
those data refer  (e.g., retail sales for Janu-
ary 2012, or employment in the third quarter 
of 2011);

•	  Output frequency refers to the frequency 
with which the data are published  (e.g., 
monthly, quarterly, annually, occasionally). 
Typically but not necessarily, the frequency 
is the inverse of the reference period (e.g., 
data for a monthly reference period are pub-
lished monthly). 

Components of an economic 
statistics program

Whilst the SNA 2008 defines data requirements, it 
does not specify data collection methods, and the 
ESS regulations provide only limited guidance. 
Thus, each NSO has to decide on its own data ac-
quisition program. 

For acquisition purposes, data requirements are 
typically grouped by target population and/or 
collection method. Collection methods may be 
classified into five types:

4 • ECONOMIC STATISTICS PROGRAM 
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•	  survey – a collection of data for statistical 
purposes, usually based on probabilistic 
sampling procedures, involving direct col-
lection of data from sampled members of 
the population. The term survey includes a 
census in which all units are selected as well 
as a sample survey in which only a sample of 
units is selected;

•	  administrative collection – the acquisition 
and processing of registration and/or trans-
action data from an administrative source 
and use of these data to produce statistics;

•	  mixed source collection – involving both 
survey and use of administrative data;

•	  price and other economic index collection 
– differing from a survey in the sense that 
there is a specialized economic theory to de-
fine the target concepts and concepts such 
as quality adjustment, replacement and re-
sampling, and that nonprobability sampling 
is often used; and

•	  statistical compilation – assembling data 
from a variety of primary sources to obtain 
aggregates with a special conceptual signif-
icance, such as the national accounts or the 
balance of payments.

Price collections take advantage of lists of busi-
nesses but typically select businesses purposively, 
so having a complete list is not important. Com-
pilations are usually at the aggregate level and do 
not require business lists. Thus, from the perspec-
tive of an SBR, surveys and administrative collec-
tions are the collection methods of interest. 

For data collection purposes, data items are typ-
ically grouped into surveys and administrative 
data collections, each survey or administrative 
collection obtaining a specific type of data item 
from a specific population. For example, the types 
of data collected may fall under headings such 
as production, capital expenditure, employment, 
stocks and sales, foreign trade, prices, etc. 

Benefits and disadvantages 
of administrative collections

An administrative collection is invariably less 
costly to an NSO than a survey, as the data ac-
quisition is undertaken by the administrative 

process. Thus, administrative collection is the 
preferred method of data collection where an 
appropriate source is available. Typically, admin-
istrative collections provide coverage of the gen-
eral government and defense sectors, of financial 
institutions, and of government-provided health 
and education. 

However, administrative registers are not designed 
with statistical data requirements primarily in 
mind. The administrative organization determines 
the data coverage and content. It is possible that 
an NSO can persuade the administrative organi-
zation to collect a few extra data items simply for 
statistical purposes, or to make use of a standard 
statistical classification such as ISIC. However, it is 
unlikely that the NSO can influence the coverage 
at all or the content in a substantive way. Thus, 
administrative collections by themselves are not 
sufficient to meet all user demands for statistics. 
Surveys are invariably required to fill the gaps 
in data available from administrative sources. In 
either case, whether collected by survey or ad-
ministrative collection, the data collected gener-
ally originate in the accounting, employment, and 
other records of enterprises.

4.3 SURVEYS

Standard format for description of  
survey

It is useful to have a standard format for describ-
ing the processes that collectively constitute a 
survey. For example, SSA defines the processes 
comprising a survey as the survey value chain. 
The Generic Statistical Business Process Model 
(GSBPM), developed by the Joint UNECE/Eu-
rostat/OECD Work Session on Statistical Metada-
ta (METIS), provides an internationally accepted 
format. The original intention was for the GSBPM 
to provide a basis for NSOs to agree on standard 
terminology for discussing statistical metadata 
systems and processes. However, it has a more 
general application as a template for describing all 
forms of data production processes, specifically 
including surveys and administrative collections. 

The GSBPM divides a statistical process into 9 
standard phases, each of which is further divided 
into 5–10 subprocesses. The GSBPM also outlines 
the elements to be covered in the description of 
each subprocess. Figure 4.1 indicates these phases 
and subprocesses. 

Part I: Underlying concepts and methods
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The subprocess most relevant to the design, de-
velopment, and use of an SBR is Subprocess 2.4. 
Design frame and sample methodology, which is 
described in the GSBPM as follows:

“This subprocess identifies and specifies the 
population of interest, defines a sampling 
frame (and, where necessary, the register from 
which it is derived), and determines the most 
appropriate sampling criteria and methodol-
ogy (which could include complete enumer-
ation). Common sources are administrative 
and statistical registers, censuses and sample 
surveys. This subprocess describes how these 
sources can be combined if needed. Analysis 
of whether the frame covers the target pop-
ulation should be performed. A sampling plan 
should be made. The actual sample is creat-
ed in subprocess 4.1 (Select sample) using the 
methodology specified in this subprocess.”

This description gives only a broad indication 
of the role an SBR may play in the conduct of a 
survey. Thus, although the GSBPM nicely summa-
rizes the context within which a survey frame is 
created, it is not sufficiently detailed as a basis for 
describing the part played by an SBR. Thus, the 
essential components of a survey from the per-
spective of an SBR are described in the following 
paragraphs and further elaborated in Chapter 11.

Survey repetitions

A survey may be conducted once, or repeated at 
regular intervals, or at irregular intervals. Repeti-
tions of a survey with essentially the same objec-
tives and methodology are referred to as survey 
repetitions (or survey cycles or survey occasions). 
The whole set of survey repetitions is deemed to 
constitute the survey.

FIGURE 4.1: GENERIC STATISTICAL BUSINESS PROCESS MODEL (GSBPM) 
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Survey target population

The objectives of a survey are expressed in terms 
of a target unit type, a target population of these 
units, and a set of data items that reflect the at-
tributes of interest. For economic surveys, the 
target unit type is typically one of the standard 
statistical units defined in the units model, such as 
an enterprise or an establishment. The target pop-
ulation (also sometimes referred to as the scope 
of the survey) may be all such units within the 
country, or within a particular industrial sector, or 
within a particular region. The set of data items 
may, for example, refer to production, or labor 
costs, or capital expenditure.

Usually, but not always, a survey has a single type 
of target unit. A well-known exception is an an-
nual economy-wide survey, such as is conducted 
by the Australian Bureau of Statistics, in which 
financial data are collected from enterprises and 
production data from establishments. Likewise, 
the Ethiopian Central Statistical Agency collects 
manufacturing data from establishments and also 
requests financial statements from the corre-
sponding enterprises.

Survey sampled population

Frequently it is impossible to identify and list the 
complete target population, and this leads to the 
concept of the sampled population (also referred 
to as the coverage of the survey), comprising 
those units that can actually be listed.

The sampled population contains the set of sam-
pling units from which the survey sample is ac-
tually selected. Usually, the sampling unit type is 
the same as the target unit type, but the sampled 
population is a subset of the target population. 
For example, for a survey of capital expenditure, 
the target population may be all enterprises with-
in the country, and the sampled population may 
be all enterprises in the country that are commer-
cially registered. 

The set of sampling units that are selected leads 
to the set of observation units on which the data 
are actually collected. The observation units are 
the subset of the target units corresponding to 
the sample. In addition, for each observation unit 
there may be a special reporting arrangement, re-
flecting how and from whom the data are to be 
obtained from each particular observation unit. 

For example, the data from a particular enterprise 
may be obtained from a separate company that 
provides accounting services to that enterprise.

Occasionally, the sampling unit type is different 
from the target unit type. For example, in the case 
of a production survey, the target and observation 
unit types may be the establishment whereas the 
sampling unit type is the enterprise.

Types of survey

Surveys may be divided into types, according to 
the type of observation units on which data are 
collected. 

•	  Precisely defined, an enterprise survey is a 
survey in which the observation unit is the 
enterprise. More loosely defined, it is a sur-
vey in which the target unit and/or the sam-
pled unit and/or the observation unit is an 
enterprise or establishment. This is the sort 
of survey for which an SBR is relevant.

•	  A household survey is typically a multi -
stage, area-based survey in which the final 
stage sampling unit is the household. For 
example, a labor force survey is invariably 
a household survey. The SBR is not relevant 
for this sort of survey.

A household-based enterprise survey is a two-
phase survey. The first phase is a household sur-
vey in which households having an enterprise are 
identified. The second phase is a survey of these 
enterprises. This is a particularly useful type of 
survey for informal enterprises that are not in-
cluded in the SBR, as discussed in Part II.

Survey frame and types of survey frame

The sampled population together with attributes 
of the sampling units needed for survey purposes 
is referred to as the survey frame. Surveys may be 
divided into two types: 

•	  list frame-based surveys are those in which 
the sample is selected from a frame compris-
ing a pre-existing list of units; and 

•	  area frame-based surveys are multistage 
cluster surveys in which the initial (first 
stage) sampling units are a set of geographi-
cal areas within which (final stage) sampling 

Part I: Underlying concepts and methods
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units can be listed and samples selected. 
There may be two or more stages, for each 
of which there is a frame.

To the extent possible, economic surveys should 
be list-based for the following reasons.

•	  List-based surveys are more efficient than 
area frame-based surveys. More specifically, 
a smaller sample is required in order to get 
the same precision, because an area frame-
based approach involves cluster sampling.

•	  Maintenance of a list frame (which is typi-
cally based on an administrative source) is 
cheaper than maintenance of an area frame. 

•	  Area-based sampling is inappropriate for 
large enterprises that operate in several ar-
eas because it may not be possible to collect 
data from only those parts of the enterpris-
es that lie within the areas actually selected. 
Furthermore, it is advisable to survey large 
enterprises in their entirety, not just parts of 
them.

In countries with a large informal sector and/or 
an agricultural sector with many farms or peasant 
holdings, the set of list-based surveys has to be 
supplemented with area-based surveys of farms/
peasant holdings and of household enterprises, as 
further discussed in Part II.

Frame data

The unit attributes required to identify the rele-
vant population, to stratify and select the sample, 
and to define and contact the observation units, 
are referred to as frame data items. They comprise:

•	  identification and contact data – unit name, 
unit identification code, physical and mail-
ing addresses, e-mail address(es), telephone 
and fax numbers, contact persons;

•	  descriptive data – legal form, institutional 
sector, economic activity, size, region, activ-
ity status (as described in Section 3.4);

•	  demographic data – date of creation, date of 
incorporation as a legal person (if applica-
ble), date of recent change of structure or 
economic activity, or activity status; and

•	  linkage data – links to related units, includ-
ing links to other units associated with the 
enterprise, (including the legal units that 
own them), and links to data about the same 
unit in other files.

Survey sample

For each survey, a sample is selected from the sur-
vey frame in accordance with the sampling speci-
fication provided by the survey-sampling special-
ist. A sample specification defines the sampling 
method, the overall sample size, the stratification, 
and the target coefficients of variation (or equiv-
alent accuracy targets) for key data item(s) and 
strata.

Production of survey control file 
and survey shell database

Following selection of the survey sample, the 
next step is the production of a survey control 
file, which provides the basis for conducting and 
controlling data collection. The survey control file 
contains the survey observation units on which 
data are collected, the details about these units 
required for data collection, and any special re-
porting arrangements, for example, the address of 
a (quite separate) accounting company that will 
be providing data about and on behalf of the unit.

Following the creation of the survey control file, 
an embryonic version of the database in which 
survey data will ultimately be stored is created. 
This is referred to in these Guidelines as the sur-
vey shell database.

4.4 ADMINISTRATIVE COLLECTIONS

Except there is never any sampling, an administra-
tive collection comprises a similar set of processes 
to a survey. The main difference is that many of 
these processes are undertaken by an administra-
tive organization rather than by the NSO. In par-
ticular, the creation of the administrative register 
is a part of the administrative collection process 
and the SBR does not have a role to play. 

However, the SBR is relevant as a mechanism for 
linking administrative data on which the SBR is 
based with survey data obtained by direct collec-
tion.

Chapter 4: Economic statistics program
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5.1 INTRODUCTORY REMARKS

As previously noted, for separate surveys to pro-
duce coherent statistics, it is essential that they 
be harmonized. Therefore coordination of the 
individual surveys and administrative collections 
constituting an economic statistics program is vi-
tal, particularly given that, in many cases, surveys 
have been established more or less independently 
of one another at different times. Coordination 
depends upon the use of a common conceptual 
framework. A crucial factor in making the frame-
work operational is to ensure that the individual 
survey frames are properly harmonized. To this 
end, the key requirement is for surveys to draw 
their frames from a single source containing data 
about enterprises or other commonly used stand-
ard statistical units. 

This requirement provides the justification for a 
statistical business register (SBR) and determines 
its primary purpose, role, inputs and outputs, as 
described in the following sections and elaborated 
in Part II.

5.2 PRIMARY OBJECTIVE AND 
 BENEFITS OF AN SBR

An up-to-date frame is required for each repe-
tition of a regular survey. It is more efficient to 
maintain and update the survey frame so that it 
can support the sequence of repetitions than to 
create the frame afresh with each repetition. This 
is particularly true in the case of monthly and 
quarterly surveys, where an overlap of sampled 
units from period to period is essential. 

Furthermore, from the perspective of harmoniza-
tion and efficiency, it is preferable for frames for 
all surveys to be produced by a single function. 
Thus, frame maintenance is best achieved through 
the construction of a single statistical business 
register and its use as the source of frames for all 
list-based enterprise surveys. 

More specifically, there are three basic reasons 
why an SBR is greatly beneficial. 

•	  First, if survey frames are independently 
created and maintained, there is no means 
of guaranteeing that they are harmonized. 
There may be unintentional duplication or 
omission of enterprises in the coverage pro-
vided by the suite of surveys. For example, 
surveys of construction and of manufac-
turing are supposed to have mutually ex-
clusive coverage, but there is no guarantee 
that they will unless the survey frames are 
drawn from a single source. 

•	  Second, an SBR enables practical application 
of a standard framework of units and their 
classifications, which is a crucial require-
ment if surveys and survey outputs are to 
be harmonized. 

•	  Third, it is more efficient for a single organi-
zational unit within the NSO to maintain the 
SBR as a source of frames for all business 
surveys than for each survey area to be in-
dependently maintaining its own frame.

This does not mean that the SBR should provide 
the frame for every economic survey. There are 
two major types of exclusion:

1. Where a purpose-built administrative source 
is available from which to collect data, this 
should be used in preference to a survey. 
Even if the administrative collection has to be 
supplemented by a survey to obtain addition-
al data items, the administrative source may 
well provide the most appropriate frame. An 
example is the collection of data about reg-
istered banks, for which the national central 
bank is almost certainly a definitive source. 
However, even in this case, it is desirable that 
the banks be recorded in the SBR as they will 

5 • ROLE AND COMPONENTS OF A 
 STATISTICAL BUSINESS REGISTER 
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be in scope for surveys of wage costs, re-
search and development, innovation, etc.

2. Surveys of informal activities or of small-
scale agriculture are best conducted using 
area frames to establish samples of house-
holds with small-scale business or agricultural 
production activities.

In summary, the primary objective of the SBR is to 
underpin an integrated economic survey program 
by providing good quality frames for economic 
(especially business) surveys, and to do so effi-
ciently and in accordance with agreed standards 
for units and classifications. The primary benefits 
of an SBR are better coverage, harmonization of 
surveys, integration of survey data, and reduction 
of costs.

5.3 SUMMARY OF SBR COMPONENTS

Figure 5.1 summarizes the components of an SBR. 

The primary outputs are survey frames generated 
on a quarterly, annual, or occasional basis, as re-
quired, and delivered as services to survey areas. 
These outputs are described in Section 5.4.

The primary inputs (further described in Section 
5.5) are data from administrative sources supple-
mented by data directly acquired through profil-
ing, SBR improvement survey program, feedback 
from business surveys, and other investigations. 
These inputs are used in combination in continu-
ally creating and updating the SBR (as described 
in Section 5.6) in accordance with a maintenance 
strategy (as described in Section 5.7). 

5.4 SBR OUTPUTS AND SERVICES

The SBR can do more than just produce survey 
frames. The services it can provide may be sum-
marized as follows:

1. frames for economic (especially business) sur-
veys – as just discussed, this is the primary 
output;

2. samples, survey control files, and survey shell 
databases for these surveys – strictly speak-
ing, these outputs are downstream from the 
SBR itself, but are viewed in these Guidelines 
as being part of the SBR complex of functions;

3. register-based statistics – including point in 
time statistical unit counts, and demographic 

FIGURE 5.1: PRIMARY INPUTS AND OUTPUTS OF AN SBR
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data regarding births, deaths, mergers, and 
changes over time; 

4. linkages – between economic data collected 
by different surveys and held in different da-
tabases;

5. monitoring respondents – by indicating which 
enterprises are being contacted by which sur-
veys and by enabling measurement of overall 
respondent burden; and

6. frames for surveys by other organizations – in 
response to requests. 

These outputs, and the functions that produce 
them, are outlined below and specified in detail in 
Chapters 11 and 12.

Provision of survey frames

The most important SBR output is frames for eco-
nomic (especially business) surveys. For each sur-
vey, a frame is produced in accordance with the 
survey frame specification submitted by the sur-
vey manager. The frame specification defines the 
reference period to which the frame should refer, 
the type of sampling unit, the population of units 
to be included, the data items that are required 
for sample selection, and (for the sampled units 
only) the contact data items required for conduct-
ing the survey. In the case of large and complex 
enterprises, the specification also includes the 
requirements for additional information about 
other types of statistical units associated with the 
enterprise. A critical measure of the success of the 
SBR is the extent to which it is actually used. Ev-
idently, a very well-designed SBR is of little prac-
tical value if it is not the source of most business 
surveys measuring the formal economy. 

Selection of survey samples 
and production of survey files

Given that the SBR is the source of economic sur-
vey frames, it is vital that the SBR frame extrac-
tion software interfaces nicely with the programs 
that perform sample stratification and selection 
and that initialize the survey control files and the 
survey shell databases in which the survey data 
will ultimately be stored. 

For each survey, a sample should be selected in ac-
cordance with the sampling specification provided 

by the survey sampling specialist. A sample spec-
ification defines the sampling method, the over-
all sample size, the stratification, and the target 
coefficients of variation (or equivalent accuracy 
targets) for key data item(s) and strata. 

In order to ensure that small enterprises do not 
find themselves included in several different 
surveys, sample selection procedures should in-
corporate sample overlap control facilities that 
reduce or eliminate the possibility that a small 
enterprise is contacted by more than one regular 
economic survey. 

The procedures and systems for sample selection, 
and the creation of a survey control file and sur-
vey shell database, are generally regarded as out-
side the core functions of the SBR itself. However, 
in order to ensure that these functions are well 
integrated with core SBR functions, these Guide-
lines take the view that they should be regarded 
as part of the SBR complex, and that the resulting 
samples, survey control files, and shell survey da-
tabases should be viewed as SBR outputs.

Production of business statistics 

Statistics about businesses can be published di-
rectly from the SBR. This should be done only 
if the data are of sufficiently good quality, and 
this is likely only for well-developed and ma-
ture SBRs. Such data outputs include counts and 
quarterly growth rates of enterprises by sector/
division and/or by region. They may also include 
enterprise demographics – births, deaths, changes 
over time – and, if the SBR contains enterprise 
ownership and control data, counts by domestic/
foreign ownership. 

Linkage of business data

Through its unique enterprise identification num-
ber, the SBR provides a mechanism for linking 
individual enterprise data across survey specific 
databases.

Response and respondent burden  
monitoring 

As the SBR includes the functions of sample se-
lection and survey control file creation, it is pos-
sible to list all the surveys to which any given en-
terprise has to respond in a particular year, and to 
determine the current status of these responses. 
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The actual respondent burden in hours imposed 
on enterprises by an individual survey may be 
computed as the number of enterprises in the 
sample responding to the survey multiplied by 
the estimated average time to make the response. 
The total for the year aggregated over all complet-
ed surveys may also be computed. This is done by 
the Australian Bureau of Statistics, for example, 
but not currently by any African NSO.

Provision of survey frames 
to other organizations

The NSO may consider requests for lists of en-
terprises with corresponding frame data from 
other government agencies, or even private or-
ganizations or academic researchers who wish to 
conduct a survey. The feasibility of responding to 
such requests depends upon confidentiality pro-
visions in place in the country. Typically there is 
a statistics act of some form that, amongst other 
things, guarantees confidentiality of statistical in-
formation collected by surveys. This may prevent 
some or all data about individual enterprises be-
ing provided in the form of a survey frame. 

5.5 SBR INPUTS AND 
 MAINTENANCE FUNCTIONS

In principle, SBR data can be obtained and main-
tained by enumeration of all enterprises in the 
country. In recent years, an SBR has been de-
veloped from an economic census in Botswana, 
Mozambique, Uganda, and Zambia. However, al-
though this was once a common practice, it is no 
longer used for well-developed SBRs. The prob-
lems with the approach are threefold. 

•	  First, economic censuses are very expensive 
and not considered to be cost-beneficial by 
most countries. 

•	  Second, the small household businesses lo-
cated during the course of area enumeration 
in a census are very volatile in the sense 
that they may go rapidly in and out of busi-
ness or change their activities or addresses. 
There is therefore little point in having a list 
of them unless it is constantly updated. 

•	  Third, the only effective means of updating 
such a list is by a full-scale ongoing enu-
meration operation, which is prohibitive-
ly expensive. Uganda and Zambia are still 

trying to maintain small businesses in their 
BRs and both note that they are short of re-
sources to do so.

The following paragraphs summarize a more ef-
fective and efficient approach that is based on the 
use of administrative sources complemented by 
direct data collection. The methods described are 
discussed in detail in Chapters 8-10.

Use of administrative sources

The standard approach for obtaining and main-
taining SBR data is to make use of administrative 
sources. Each government regulation relating to 
businesses results in: (i) an administrative busi-
ness register of businesses (or associated units) 
bound by that regulation and (ii) transaction data 
resulting from application of the regulation. Fur-
thermore, the register and transaction data are 
continually updated in accordance with the ongo-
ing application of the regulation. 

The register and data are referred to collectively 
as an administrative source, or sometimes admin-
istrative register. For example, administration of a 
value added tax (VAT) legislation results in a reg-
ister of business units registered for VAT, and in 
transaction data itemizing VAT payments by these 
units. The unit registered may be an enterprise, 
part of an enterprise, or even (but much less like-
ly) a group of enterprises under common control.

Choice of base administrative source

Every administrative source involving businesses 
is potentially useful in creating and maintaining 
the SBR. The most appropriate source has to be 
selected as the base administrative source accord-
ing to its coverage and content, i.e., the businesses 
and the details about them that it contains. Typ-
ical candidate sources are those relating to value 
added tax (equivalently goods and services tax), 
corporate and individual business income tax, 
commercial registration requirements, and em-
ployee payroll deduction requirements. The best 
choice is likely to vary from country to country 
depending on local legislation.

An ideal administrative source would be one that 
provides complete, up-to-date coverage of all 
enterprises within the SNA production bound-
ary, without duplication or inclusion of defunct 
units, and which includes all the data about these 
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enterprises required for survey sampling and data 
collection. However, given the very broad range 
of enterprises within the production boundary 
(including unincorporated household enterprises 
with no market output), no such administrative 
source is ever available in practice. 

Improving coverage by use of more 
than one administrative source

Given that no single source provides all the data 
required, adding data from other administrative 
sources is one way to improve on the coverage 
obtained from the base source. However, this in-
volves ensuring that there is no duplication in the 
set of enterprises that results from using sources 
in combination.

Experience has shown that trying to identify 
and eliminate duplicates by matching business-
es across sources is very expensive and almost 
impossible to achieve unless the sources use the 
same business identifier or unless they are known 
to be mutually exclusive. In cases where there 
is no common identifier and where the sources 
overlap, the benefit of increased coverage result-
ing from incorporation of data from an additional 
administrative source is far outweighed by two 
disadvantages. The first is increased costs associ-
ated with attempting to detect and remove dupli-
cations of businesses; the  second disadvantage 
resides in the duplications that remain undetect-
ed. 

In summary, use of more than one administrative 
source is practical only if the corresponding ad-
ministrative registers are known to contain mutu-
ally exclusive sets of enterprises, or if they share a 
common identification scheme that allows records 
for the same enterprise to be brought together 
and thus not duplicated.

Statistics South Africa’s Business    
Register, referred to as the Business Sampling 
Frame (BSF), was designed to be based on VAT 
data. In 2006, SSA attempted to improve cover-
age by adding enterprises based on Income Tax 
(IT) returns. Because the VAT and IT systems 
do not share a common identification system, 
and because the routines that match records 
based on name and address information can-
not achieve perfect results, a large number of 
duplicate enterprises were created in the BSF. 
As a result, the decision was made to revert 
to the production of frames from enterprises 
based on VAT records, with IT records simply 
being used to provide supplementary infor-
mation.

Need for directly collected data

Even if several administrative sources are used 
in combination, they will not provide all the 
data needed for the SBR. First, some data items 
may not be available from any source, or may 
be wrong, anomalous, or out of date. Second, 
no administrative source will provide precisely 
the required breakdown of large complex enter-
prises by economic activity and region. These 
deficiencies have to be addressed. 

There are four basic mechanisms by which an 
NSO directly acquires the additional data re-
quired to build and maintain an SBR:

•	 large business profiling – for large complex 
enterprises;

•	 SBR improvement survey – for all enterpris-
es except those included in the large busi-
ness profiling program;

•	 feedback of data from business surveys – for 
all enterprises from which data are collected 
by survey; and

•	 other investigations – perusal of newspa-
pers, business directories, published corpo-
rate accounts, trade journals, etc.
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Profiling

Identification of appropriate statistical and re-
porting units for large complex enterprises is done 
by SBR staff using a process commonly referred 
to as profiling. Profiling procedures include the 
rules for identifying all the types of units defined 
in the units model, based on information about 
the enterprise collected from the enterprise itself, 
and, in the case of corporations, from the publicly 
available annual reports. The profiling of an en-
terprise or group of enterprises typically requires 
one or more personal visits by experienced SBR 
staff to gather the required information from very 
senior managers at the enterprise(s) – usually the 
chief accountant and/or the company secretary. 

SBR improvement survey program

Deficiencies in frame data for enterprises not 
covered by large business profiling are typically 
addressed through an SBR improvement survey 
(also referred to as proving survey, nature of busi-
ness survey, or coverage survey) conducted by 
SBR staff, usually on a continuous basis. 

The basic goals of the SBR improvement survey 
program are to verify existing data item values 
and/or to obtain the values of missing frame data 
items, for a selected set of enterprises or other 
statistical units. The survey is never a source of 
new enterprises, but occasionally a source of new 
establishments. 

The survey design, in particular the frequency 
with which enterprises are contacted and number 
contacted, depends upon the quality of the data 
from the administrative sources, the capacity of 
the NSO, and the frequency with which changes 
occur, as discussed in a later chapter.

Business survey feedback

Feedback of frame data obtained from previously 
conducted business surveys is another vital source 
of information. Typically, the first few questions 
asked by any business survey constitute a check 
of the data items in the survey frame, such as 
name, address, contact information, and activity 
status. Subsequent questions may collect updated 
versions of economic activity and size measures. 
All these data are fed back to the SBR to supple-
ment, correct, or update the information there.

Other investigations

In addition to the SBR survey, SBR staff may con-
duct other ad hoc investigations aimed at solving 
particular problems. These problems include data 
item omissions, errors, or anomalies arising during 
the course of administrative data processing, and 
unit duplications. In addition, staff may collect in-
formation to initiate large business profiles.

5.6 SBR CONTENT

In order to deliver frames and other services, the 
SBR contains statistical data. In addition, as the 
basis for creating and maintaining these statistical 
data, the SBR contains administrative data and 
organizational data from businesses, data about 
its own (i.e., SBR) operations, data describing 
survey reporting obligations, and response data 
as briefly outlined below.

Statistical data

The primary content of the SBR is data about en-
terprises and other standard statistical units that 
are used to generate survey frames. As noted in 
Section 4.3 and further elaborated in Section 7.3, 
they comprise:

•	 identification and contact data – unit name, 
unit identification code, physical and mail-
ing addresses, e-mail address(es), telephone 
and fax numbers, contact persons;

•	 descriptive data – legal form, institutional 
sector, economic activity, size, region, and 
activity status;

•	 demographic data – date of creation, date of 
incorporation as a legal person (if applica-
ble), date of recent change of structure or 
economic activity, or activity status; and

•	 linkage data – links to related units, includ-
ing to other units associated with the en-
terprise, including the legal units that own 
them), links to data about the same unit in 
other files.
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Administrative data

Data received from administrative sources are 
stored in the SBR without change of content (as 
further elaborated in Chapter 8). They provide the 
basis for automated creation and update of statis-
tical units and their attributes.

Organizational data

The SBR also contains the legal and operational 
data about large, complex enterprises obtained 
during the course of profiling (as further dis-
cussed in Chapter 9). These data are the basis for 
the creation and updating of enterprise groups 
and establishments.

SBR operational data and metadata

SBR operational data are generated during the 
course of SBR operations. As further discussed 
in Chapter 11, these data include snapshots of the 
enterprises in the SBR at points in time, survey 
frames, random numbers (assigned permanently 
to enterprises at the time they are created and 
used in sampling to control the overlap between 
survey samples), and survey control files and sur-
vey shell databases. The corresponding metada-
ta include quality and performance measures (as 
further discussed in Chapter 15).

Survey response status 
and respondent burden data

For each survey for which the SBR has provided 
a frame, for each enterprise in the survey sample, 
and for each observation unit belonging to that 
enterprise, the status of the response of the ob-
servation unit should be fed back and held in the 
SBR (as further discussed in Chapter 12).

5.7 SBR ENTERPRISE 
 MAINTENANCE STRATEGY

A country’s economy is constantly changing – 
new businesses are formed, existing businesses 
merge, change production activities or location, 
go bankrupt, etc. To ensure that the SBR enter-
prises (and other standard statistical units) remain 
aligned with and representative of legal units and 
their businesses, these changes have to be detect-
ed and the SBR has to be updated. This process as 
is referred to as SBR maintenance. 

Maintenance groups

Given that the resources available for mainte-
nance are always limited, a maintenance strategy 
has to be articulated and implemented to ensure 
resources are used effectively. It is intuitively 
obvious that the amount of maintenance effort 
devoted to an enterprise should be in accordance 
with its size and potential impact upon published 
statistics, and should take into account its pro-
pensity to change and the sources of updating 
information. Thus, for maintenance purposes, 
enterprises are typically partitioned by size into 
maintenance groups, each of which is subject to a 
particular set of maintenance procedures. This is 
illustrated by the two examples cited below, viz. 
maintenance procedures for the Statistics South 
Africa Business Register and the Australian Bu-
reau of Statistics Business Register.

Statistics South Africa Business 
Register: maintenance procedures

For maintenance purposes, enterprises are 
divided into two groups:

1. Enterprises subject to profiling. This 
set of enterprises is maintained by profil-
ing operations. Indications of changes from 
administrative sources or from business 
surveys are used as signals indicating the 
need for re-profiling. The enterprises are 
not included in SBR improvement surveys, 
nor are they subject to ad hoc investiga-
tions.

2. All other enterprises. All other enter-
prises are maintained using updating in-
formation from administrative sources and 
business survey feedback, which is supple-
mented as needed by information gathered 
by SBR improvement surveys and ad hoc 
investigations.
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Australian Bureau of Statistics (ABS) 
Business Register: maintenance proce
dures

As for Statistics South Africa, ABS en-
terprises are divided into two groups for 
maintenance purposes. However, the 
groups, and their treatment, are somewhat 
different.

1. ABS maintained enterprises.  These 
enterprises are maintained by the SBR 
staff by profiling, BR survey, business sur-
vey feedback and ad hoc investigations, as 
appropriate according to their size.  

2. Australian Tax Office (ATO) main
tained enterprise.  These enterprises are 
maintained entirely by taxation data from 
the ATO. No ABS sources are used. Even 
if evidence of a change to an enterprise is 
detected by the ABS, for example through 
a business survey, BR data for the enter-
prise are not updated unless and until the 
change manifests itself through the taxa-
tion source. The benefits of expending no 
ABS maintenance effort are considered to 
outweigh the failure to make use of the 
ABS derived information.

In summary, some form of grouping for mainte-
nance purposes is desirable. The optimum choice 
depends upon the particular circumstances in the 
country and NSO.

Birth, death, and continuity rules

An essential component of a maintenance strate-
gy is a set of rules that specify how to recognize 
and manage the births, deaths, and continuations 

of statistical units that are needed to reflect the 
changes actually taking place in the real economic 
world. These rules, often simply known as con-
tinuity rules, determine the circumstances under 
which an enterprise is deemed to be born (creat-
ed), to have died (i.e., become permanently in-
active or defunct) and possibly replaced by the 
birth of a new enterprise, or to be continuing but 
in some new form, or under new ownership. In 
order to be practically applicable, the rules have 
to take into account the ways in which changes 
can be detected. This is best illustrated though an 
example.

Suppose Legal Unit A has a business, which is 
represented by Enterprise X in the SBR. Suppose 
Legal Unit A sells its business to Legal Unit B, 
which continues to conduct the business just as 
before – no change of trading name, production 
activities, employees, location, and customers. 
Ideally, this would be considered to be an example 
of the continuation of an enterprise, i.e., after the 
sale Enterprise X would continue to exist in the 
SBR, with no change at all in attributes, except 
the link to Legal Unit has changed from A to B. 
This is illustrated in Figure 5.2.

However, in practice, the optimum choice of con-
tinuity rule depends upon the way in which the 
change is detected and how maintenance of the 
enterprise is managed. 

Typically, the change of ownership will pres-
ent itself via the death of an administrative unit 
(say Admin Unit A*) belonging to Legal Unit A 
and the birth of the same sort of administrative 
unit (say Admin Unit B*) belonging to Legal  
Unit B. 

If Enterprise X is sufficiently large to be subject to 
profiling, then the death of Admin Unit A* (be-
longing to Legal Unit A and linked to Enterprise 

FIGURE 5.2: TRANSFER OF OWNERSHIP OF ENTERPRISE X FROM LEGAL UNIT A 
TO LEGAL UNIT B (SHOWING CONTINUATION OF ENTERPRISE)
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X) will be interpreted as signaling the need for the 
reprofiling of Enterprise X. Through such repro-
filing, the exact nature of the change will be es-
tablished. Enterprise X will be unlinked to Admin 
Unit A* and linked to Admin Unit B*. No other 
changes will be made to Enterprise X. This is il-
lustrated in Figure 5.3, which highlights the roles 
played by administrative data and profiling in a 
large enterprise.

On the other hand, if Enterprise X is small and 
is subject to automated update by administrative 
data, then the death of Admin Unit A* will result 
in the death of Enterprise X. The birth of Admin 
Unit B* will result in the birth of a new Enter-
prise, say Y. This is illustrated in Figure 5.4, which 
shows the role played by administrative data 
without profiling, in the case of a small enterprise.

In summary, a comprehensive set of continuity 
rules is needed to control SBR updating. The rules 
have to cover every possible type of birth, death, 
or continuation of units that can occur. They will 

likely vary according to the size of the statistical 
units involved.

Change and resistance rules

In addition to continuity rules governing births 
and deaths of statistical units, rules are needed to 
govern the updates that are made to continuing 
statistical units in order to represent changes in 
the economic world, for example businesses ex-
panding or contracting, changing their economic 
production activities, or locations, etc. In defining 
these rules, account has to be taken of the fact 
that some changes in the economic world may be 
readily detected through SBR sources, while oth-
ers are more difficult to detect. Some changes may 
be permanent, some seasonal, some temporary 
and not connected to the seasons. Some changes 
may have a significant impact on published statis-
tics, others have very little or no impact. The fol-
lowing examples illustrate the sorts of situations 
that need to be taken into account.

FIGURE 5.4: TRANSFER OF OWNERSHIP OF ENTERPRISE X FROM LEGAL UNIT A 
TO LEGAL UNIT B AFTER DEATH OF ADMIN UNIT A* (SHOWING ROLE PLAYED BY 
ADMINISTRATIVE DATA WITHOUT PROFILING)

FIGURE 5.3: TRANSFER OF OWNERSHIP OF ENTERPRISE X FROM LEGAL UNIT A 
TO LEGAL UNIT B AFTER DEATH OF ADMIN UNIT A* (SHOWING ROLES PLAYED 
BY ADMINISTRATIVE DATA AND PROFILING)
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Example 1
Suppose that, based on its VAT contributions, En-
terprise X is classified as a large enterprise and is 
hence in the certainty stratum for the annual pro-
duction survey. Suppose further that it is the main 
contributor to the data for a particular industry 
I. Now suppose that, because of a change in VAT 
accounts, or a backlog in VAT data processing, 
the recorded VAT contributions temporarily drop 
to a half of their former value, and that the en-
terprise’s size code in the SBR is correspondingly 
changed so that the enterprise is no longer in the 
certainty stratum for the survey. Further suppose 
that the enterprise happens not to be selected in 
the survey sample for the following year. The re-
sult would be a significant reduction in the pub-
lished statistics for industry I due to the loss of 
Enterprise X from the sample, even though there 
had been no real change in production. 

This unwanted effect could be avoided in several 
ways, one of which would be through the use of 
a resistance rule in changing enterprise size codes 
in the SBR. In essence, a resistance rule requires 
that an SBR value not be changed for some rea-
sonable period after the corresponding change is 
first detected, just to be sure that change is per-
manent before it is implemented.

Example 2
Suppose that an enterprise has economic activi-
ties of roughly comparable size in two industries 
I and J, but it cannot report all the components 
of value added separately for the two industries 
and hence submits only one report. Suppose that, 
based on the data obtained from the annual sur-
vey, the enterprise has more activity in industry 
I and hence has an economic activity code of I. 
Then suppose that, for just one year, the eco-
nomic activity associated with J becomes a little 
larger. If the corresponding SBR industry codes 
are switched, then the published statistics will in-
dicate a transfer from I to J of the whole of the 
enterprise’s production, which will be much more 
of a change than has actually taken place. Again, 
this unwanted effect can be avoided through the 
use of a resistance rule that prevents a change 
of economic activity code based on a one-year 
change.

In summary, a comprehensive set of change rules 
is needed in order to control SBR updating of 
the attributes of enterprises and other statisti-
cal units. The rules have to cover every possible 
type of change that can occur. They are likely to 
vary according to the attributes involved. They 
are likely to include resistance rules that inhibit 
short-term changes.
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