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Executive summary:

In spring-summer 2018 Eurostat consulted with the Business Registers Working Group members, and
with the European System of interoperable Business Registers (ESBRs) Steering Group members on
the countries' needs with regards to automatic profiling, both for delineating the enterprises and for
consolidating data for Structural Business Statistics / Short Term Statistics purposes.

As requested, the current document includes a report summarising the findings from the automatic
profiling grants in 2013-2015, and providing summarised operational principles / steps to
approaching automatic profiling at national level, examples that clarify and share best practices.

A first version of this document was sent to the Profiling Task Force members and to the National
Statistical Institutes which participated to the grants. The document was discussed by the Profiling
Task Force and Steering Group. This version includes their remarks and corrections.




Background on the 2013 and 2015 grants

Automatic Profiling is carried out by National Statistical Institutes (NSIs) to profile automatically from
national sources and through algorithms a large number of groups. By definition, it is a bottom-up
method which provides a view of the enterprises truncated to a national territoryl.

The principle of automatic profiling is to perform automatically through algorithms the three following
operations:

1) Defining the enterprises which can be automatically profiled and assigning them their legal units'
perimeter;

2) Calculating their accounts by automatic consolidation of those of the legal units;

3) Assigning automatically to each enterprise its attributes (such as ID-number, NACE code, link to
other units, continuity).

There is a common agreement that, in every country, the largest groups should be profiled in a top-
down approach through manual profiling. However, automatic profiling is one solution to profile the
small and medium sized groups which, in every country, are very numerous. As a consequence, the
development of an algorithm to perform the operations was initiated by several NSls in this aim.

Eurostat launched two rounds of grants to test and to develop the automatic profiling capacities:

- In 2013, 5 NSIs (DK, FI, FR, IT, NL) worked together to draft common proposals of delineation of
enterprises and consolidation of the turnover. Eurostat and the IT company Sogeti provided
summaries of the findings. The deliverables are available on CIRCABC?.

- In 2015, Eurostat launched individual grants. Eleven NSIs (AT, BG, FI, FR, IT, LT, LV, NO, PL, SE,
SI) used the results from the first grant and made national adaptations depending on the national
situation concerning small and medium groups of their countries.

These grants have been undoubtedly successful by the number of participating NSIs and the amount
of experiences gained and lessons learnt. It was very beneficial to organize the work in two steps: a
first multilateral grant providing first deliverables, then individual grants adapting and improving the
algorithm.

Since these two rounds of grants, several NSIs have been continuing to work on automatic profiling.
New results are regularly presented in methodological meetings, in particular in those organized by the
Wiesbaden Group on business registers. In this paper, we focus on the lessons learnt from the 2013
and 2015 grants on the basis of the methodological reports that the participating NSIs sent to
Eurostat. However, these reports contain relevant information, but also and above all they provide a
clear understanding of the principles of automatic profiling.

! An article on Automatic Profiling is available on Wiki :
https://webgate.ec.europa.eu/fpfis/wikis/display/Profiling/Automatic+profiling%3A+process+and+methodolog
y?src=contextnavpagetreemode

’ The methods were developed by tenders: Contract No 06111.2013.002-2013.193 and

Contract No 06111.2013.002-2013.194 To be found in CIRCABC, browse url:
https://circabc.europa.eu/w/browse/2c243ec9-5548-4bb3-a58c-410db047b55f




Structure of the paper
In this paper we present:

- The common lessons learnt from the 2013 and 2015 grants on the three operations of automatic
profiling: definition of the enterprises which can be profiled, consolidation of the accounts, attributes of
the profiled enterprises;

- The most significant national adjustments or proposals by the participating NSIs;

- The new achievements or proposals by the participating NSls after the 2015 grants.

For each participating NSI, the main findings from the 2015 bilateral grants are shown in Annex 1.
For each participating NSI, the work in progress and the main achievements since the 2015 grants are
shown in Annex 2.



Summary

1) Among the common findings on automatic delineation of the enterprises, all the NSls agreed on the
following points:

- The largest groups have to be profiled through manual profiling. However, automatic profiling is the
one and the most efficient solution to small and medium groups which are very numerous;

- More than the other profiling operations, the automatic delineation of enterprises depends on
national sources, contexts and users' needs;

- An algorithm was drafted in common to delineate the enterprises within small and medium groups.
This algorithm is based on the distribution of the employment by activities. As a consequence, it can
be used by each NSl interested in it, since this information is always available in national sources.

2) It is on automatic_consolidation that the common findings are the most numerous and can be
shared most easily.

- The consolidation of the accounts starts by the distinction between additive and non-additive
variables. Additive variables can be simply added up when several legal units are put together to form
an enterprise. Non-additive variables cannot be simply added when several legal units are put
together, because there are between them interflows that have to be eliminated to avoid double-
counting. The main contribution of the algorithms of consolidation is to eliminate these double-
counting;

- The algorithms of consolidation are based on hypotheses to combine 2 legal units according to their
kind of activity: productive / sales / ancillary. The hypotheses also take into account the amounts of the
accounting variables of the different legal units;

- All the algorithms of consolidation start by the consolidation of 2 legal units. Then, the process may
be repeated iteratively to consolidate more legal units;

- National adaptions are positive. In particular, each NSI has adapted or updated the definition of
ancillary legal units. In the same way, the algorithms to consolidate the accounts have to suit the
combinations of legal units within groups which are the most common in the country;

- The NSIs drafted studies of impact of consolidation of the turnover. All the results are consistent with
each other and confirm the expected theoretical results. This consistency, both between NSIs and with
the expected results, is the best indicator that the consolidation method of the turnover is efficient.

3) Among the most significant results in assigning to each enterprise its attributes, one may quote:

- All the NSIs have no problem assigning a NACE to the automatically profiled enterprises from those
of the legal units of their perimeter. All the NSIs that aimed to link the Kind of Activity Units to the
profiled enterprises succeeded to do it.

- A NSI has implemented an economic continuity of groups and enterprises and another one works on
it.

4) Among the new achievements or new proposals by NSis, the followings seem very interesting:

- Several NSls plan to implement surveys or to use administrative data to improve consolidation;

- Another proposal would be, within some large groups, to combine manual delineation of the
enterprises and automatic consolidation of their accounts. This solution could be efficient and cost-
saving in the countries where profilers have to treat yearly hundreds of variables for hundreds of large
groups in the scope of their national profiling.




1) Common findings about automatic definition of the enterprises which can be automatically
profiled

All the NSls agree that in every country, the largest groups have to be profiled in a top-down approach
through manual profiling. In the scope of the 2013 and 2015 grants, the NSIs also agreed on several
findings to define the groups which can be automatically profiled:

- The first step of automatic profiling is to delineate the enterprises which may be treated by automatic
profiling. Indeed, the method is dedicated to small and medium enterprises which are very numerous.
One may doubtless believe that each of the small and medium enterprise fill the criterion of the
Regulation n° 696/1993, that means that it "benefits from certain degree of autonomy in decision
making".

- Automatic profiling is by definition national. Indeed, the identification of small and medium enterprises
that may be automatically profiled is individual for each country. In the scope of the two grants, 5 NSls
choose 'positive’ definitions, and decided to automatically profile the groups which are below criteria of
size and complexity (DK, FI, IT, LT, LV). Rather, 7 NSIs choose 'negative' definitions, and decided to
automatically profile all the groups not profiled by intensive profiling (AT, BG, FR, NO, PL, SE, SI).
Besides, almost all NSIs decided to automatically profile not only small and medium domestic’® groups
but also multinational ones located in their country". Indeed, multinational groups are very numerous.
As a consequence, a NSI cannot rely on European manual profiling to have an exhaustive picture of
them. However, if in a country, some groups have been profiled in the scope of European manual
profiling, it is useful to compare them with the Truncated Enterprises National (TEN) delineated. This
has been done at the initiative of the NSIs and in the scope of grants launched by Eurostat.

- The way of delineating the enterprises within groups is linked to national contexts, sources and
users' needs. The two examples of FR and IT are very illustrative.

In FR, the official definition of the enterprise (which repeats the Regulation 696/93) and official sizes
are widely used in economic policies (social dialogue, payment duration between enterprises and so
on). Each small or medium group or intermediate-sized group has to be considered as one enterprise.
As a consequence, only a few hundred of large groups have to be delineated in enterprises. For
quality reasons, the French NSI believes that it is better to treat the largest groups by full manual
profiling and to delineate manually the enterprises within the remaining large groups. Besides,
according to the French NSI, algorithms can quite efficiently delineate units such as KAU, but not so
well the enterprise due to the complex criterion of autonomy.

IT, however, implemented an algorithm to automatically delineate the enterprises within all the groups
not treated in manual profiling. This algorithm is very innovative. Indeed, the Italian NSI was able to
base the delineation not only on the activities performed, but also on the organizational structure of the
legal units within the groups. Three kinds of structure of the legal units are identified (vertical,
horizontal, matrix) and this information is combined with those of the main activity of the legal units to
delineate the enterprises.

- However, even if contexts differ between countries, a delineation algorithm was drafted, which can
be used by all the NSIs which want to implement the automatic delineation of the enterprises. This
algorithm was drafted in the scope of the 2013 grant, and then its method was shared between the
NSIs which participated in the 2015 bilateral grants. It is based on the distribution of the employment
between the main activities of the legal units of the small and medium groups. This information is
always available. The method of this algorithm is explained in box 1.

* A domestic group is a group composed only of legal units that are all-resident in the same country.
* For a country, multinational groups are: 1) national controlled groups with legal units in other countries and:
2) foreign controlled groups with legal units in the country.



Box 1: An algorithm to delineate the enterprises within small and medium groups

This delineation algorithm was drafted in the scope the 2013 grant. Thanks to its simple method, it can
be used all the NSlIs which are interested in it. Its method is based on the following principles:

- A list of ancillary activities is first defined at the level of different NACE digits. Indeed, the ancillary
legal units perform their activities for the group, so they have to be removed to delineate enterprises in
the economic meaning of the Regulation n° 696/1993, which have to be market oriented;

- Within each group, the algorithm identifies one enterprise or several according to the distribution of
employment in legal units of different digits. This distribution is appreciated after ancillary activities
previously defined have been removed. Thus, which is taken into account is really the diversity of
market-oriented activities;

- Once ancillary activities are removed, an enterprise is identified within a group if it exceeds a weight
of the employment within the group. In the algorithm drafted in the scope of the 2013 grant, this weight
was defined by one least of these thresholds: more than 80 % of employment at 5 digit level, 90% at 3
digit level, 93 % at 2 digit level. The process is repeated until convergence.

- The NSIs may adapt the definition of the ancillary activities and the thresholds to define the
enterprises. Indeed, in automatic profiling, national adaptations are positive to take into account the
reality of the groups of the country (see part 2).

- Of course, the limit of this algorithm is that the distribution of the employment depends on the NACE
classification. There may be differences between the NACE classification and the diversity of business
models, markets, and even more with the concept of autonomy. This is why there is an agreement that
large groups have to be delineated manually. However, a study of impact was drafted, which
concluded that this algorithm can be useful and relevant. In particular in most of cases, it well
distinguishes groups which have to be delineated in one enterprise from those which have to be
delineated in several enterprises.

As a consequence, according to their national contexts and sources, the NSIs approach in a different
way the definition of the enterprises which can be automatically profiled. Let us remind that automatic
profiling is by definition national, so the delineation of enterprises depends on national sources,
contexts and users' needs. This delineation cannot be harmonized as in European manual profiling, in
which several NSis profile together large groups and fill together a common database.

However, all the NSIs share the principle that automatic profiling is the one and the most efficient
solution for small and medium groups which are very numerous. Besides, for the NSls which want to
use an automatic delineation of the enterprises within their small and medium groups, the method of a
common algorithm can be shared.




2) Common findings about automatic consolidation of the accounts

All the NSls which participated in the grants worked on the consolidation of the accounts. In the scope
of the 2013 grant, the 5 participating NSls drafted common principles and a first common consolidation
algorithm. Then, in the scope of the 2015 bilateral grants, the 11 participating NSIs updated or
adapted this algorithm to the groups of their countries. It is on consolidation that the common findings
are the most numerous and can be shared most easily. Indeed, all the NSls are concerned. They all
share the same method for their consolidation algorithms. The objective is to draft automatically the
consolidated accounts of a profiled enterprise from the accounts of the legal units of its perimeter (in
general tax declarations).

- The automatic consolidation of accounts starts by the distinction between additive and non-additive
variables. Additive variables can be simply added up when several legal units are put together. Non-
additive variables cannot be simply added when several legal units are put together, because there
are between them interflows that have to be eliminated through the consolidation.

- The number of the units logically decreases, as we aggregate legal units into enterprises.

- Regarding accounting variables, the grants focused on the main Structural Business Statistics (SBS)
variables. Among them, some are additive and other non-additive. Besides, automatic consolidation
aims to produce a consistent Profit and Loss (P&L). Even if we limit ourselves until now to the first part
of the P&L (which means until the Gross operating surplus), it leads to consolidate far more variables
than the main SBS variables, for instance operating charges (see box 2).

Box 2: Additive and non-Additive variables in the first part of the P&L (until Gross operating surplus)

Id of the variable Name Additive (A) or not (N)
11110 Number of enterprises N
11210 Number of local units N
12110 Turnover N
12120 Production value N
12150 Value-added at factor cost A
12170 Gross operating surplus A
13110 Total purchase of goods and services N
13120 Purchase of goods and services purchased for N
resale in the same conditions as received
18437 Payments for agency workers (1) AouN
13310 Personnel costs A
13320 Wages and salaries A
13330 Social security costs A
15110 Gross investment in tangible goods A
16110 Number of persons employed A
16130 Number of employees A
16140 Number of employees in full time equivalent A
units

(1) It depends on how “agency workers” are classified. In some cases, groups specialize one
legal unit, say “LU1”, in managing the employment for all the other affiliates of the group. In
this case, the number of employees of those other legal units is null and the activity of LU1 is
an activity of “agency-worker”. As LU1 sells its services within the group, it has to be
considered as an ancillary activity. The variable 13.13.1 then have to be consolidated like
any other intermediate cost and it becomes “by definition” not additive. In all the other
“normal” cases, variable 13.13.1 is an additive variable.

Source: Report of the 2013 grant (Lot 2 D1), table provided by ISTAT.




- The algorithms to consolidate the accounts are based on hypothesis to combine 2 legal units
according to their kind of activity: productive / sales / ancillary. All the algorithms of consolidation start
by the consolidation of 2 legal units. Indeed:

- Small groups of 2 legal units are by far the most numerous;

- This case is the most simple;

- The consolidation of groups of 2 legal units may be later repeated to groups of more than 2 legal
units (see below).

The consolidation of 2 legal units is based on a set of hypotheses. By their nhumber and their
complexity, these hypotheses differ from a national algorithm to another, but the following principles
are shared:

-When 2 productive legal units have the same NACE, it is assumed that they do not exchange
together;

- However, 2 productive legal units may exchange together if they are associated as complementary in
a vertical integration production process. The NSlIs drafted upstream / downstream / ancillary tables,
based on the NACE of the legal units (see below). For example, in the case of a group which produces
goods, a first match is made among its productive legal units: a legal unit producing separate spare
parts may be associated with another productive legal unit which assembles them. A first consolidation
is made between the accounts of these 2 productive legal units;

- The same principle is followed for sales legal units. However here again, vertical integration may be
taken into account thanks to upstream / downstream / ancillary tables. For example, a legal unit
classified in wholesale could be matched to a legal unit classified in retail. A consolidation is made
between the accounts of these 2 sales legal units;

- When there is an ancillary unit and a productive legal unit, it is assumed that the productive unit
purchases to the ancillary unit at the maximum level of the production of the ancillary unit. Note that it
does not mean that the ancillary unit sells all its production of the productive one. Several hypotheses
are assumed according to the amount of the accounting variables of the different legal units. For
instance, if the turnover of ancillary unit is bigger than the operating charges of the productive unit(s),
then it means that the ancillary unit provides also services to the third parties, and contributes to
increase the turnover of the profiled enterprise. Same principles are applied according to the amounts
of the other accounting variables of the productive unit: other external charges and other operating
charges.

- In the same way, when there is a sales unit and productive unit, it is assumed that the sales unit
purchases to the productive unit at the maximum level of the selling of the productive unit. Here again,
this hypothesis does not mean that the productive unit sells all its production of the sales one. In the
scope of the 2013 grant, were provided 3 cases of consolidation between a productive unit and a
sales unit (see box 3).

- The scenarios to consolidate the turnover are based on the amounts of the accounting variables of
the productive / ancillary / sales legal units. In the scope of the 2013 grant, 7 hypotheses were
distinguished (4 scenarios to consolidate an ancillary and a productive legal unit, 3 scenarios to
consolidate a productive legal unit and a sales one). The purpose of this grant was to share reflection
and to find common principles. In the following years, the NSIs took into account the most common
cases in their countries. Nowadays, for example, the French NSI distinguishes 13 scenarios. The
Italian NSI distinguishes 7 scenarios to consolidate groups of 2 legal units, and 12 scenarios to
consolidate groups of 3 legal units. It seems that, in the largest countries, a dozen of scenarios are
necessary to treat most cases. However, the number of scenarios does not really matter to evaluate




the quality of an algorithm. Indeed, some scenario may concern a very few number of cases in the
country. Besides, the scenarios may be repeated in an iterative process.

- The consolidation of 2 legal units may be repeated to groups with more than 2 legal units. Indeed,

the consolidation of 2 legal units creates a new legal unit with its own accounts. The process may
therefore be repeated with a third legal unit, then with a fourth one, and so one. The algorithm
implemented by the French NSI works exactly on this principle of repeating consolidation between
pairs, with the use of an upstream / downstream / ancillary table, based on the NACE of the legal units
at 4 digits level (see box 4).

Box 3: Three ways to consolidate a productive legal unit and a sales legal unit

The examples when the enterprise group consists of productive unit and sales unit. Three

different cases can be distinguished:

1)

2)

3)

The sales unit sells only products made by the production unit. In this case the
turnover of the enterprise group will be equal to the turnover of the sales unit.
The turnover of the production unit will be a part of the purchases of goods and

services of the sales unit.

The sales unit sells more products than it is produced by the production unit.
Turnover of the group and purchases of goods for resale are consolidated

eliminating the value of turnover of the production unit.

The production unit sells a part of its products itself. The turnover of production
unit is larger than turnover of the sales unit. The turnover of the group and
purchases of goods for resale are consolidated eliminating the value of purchases

of goods for resale of the sales unit. See example 4.

B.1 Consolidation of turnover and purchasing of goods for resale
Example: Productive unit P4 - Processing and preserving of meat, NACE 10.11;
Sales unit S4 - Wholesale of meat products, NACE 46.32
Variable Legal unit Legal unit P4 +S4 Consolidation | Enterprise
P4 sS4 EG 4

1. Turnover 4 000 1230 5230 -870 4 360

2. Other operating income 25 25 6] 25

3.1 Purchases of raw materials 1 000 0 1000 0 1000

and consumables

3.2 Purchasing goods for 0o 870 870 -870 0

resale

4. Other external charges 400 25 425 0 425

5. Other operating charges 950 100 1050 o] 1050

6. Number of employees 50 5 55 (o] 55

7. Wages and salaries 1400 150 1550 0 1550

8. Production value 4025 360 4385 (1] 4385

9. Value added 1675 235 1910 0 1910

Source: guidelines for the 2015 grants, example provided by Statistic Finland
(The other scenarios are also shown in these guidelines.)
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Box 4: An example of the iterative consolidation of the turnover:

The turnover consolidation algorithm drafted by FR is based on three successive steps:

1) For each enterprise, each of its legal units is classified into one of these three categories:
productive / sales / ancillary. For each enterprise, three classes of legal units are thus constituted;

2) For each enterprise, the legal units of the productive and sales classes are treated separately at
first. The algorithm searches pairs of legal units within each class. These pairs are based on the
activity of the legal units at the NACE 4 digits level. For example, in the case of a group which
produces furniture, a first match is made on the one hand among its productive legal units: a legal unit
1610 Z (timber sawing and planning) may be associated with another productive legal unit 1621 Z
(manufacture of wood panels). A first consolidation is made between the accounts of these two
productive legal units.

On the other hand, within the class of sales legal units, a legal unit classified in 46477 (wholesale of
furniture) could be matched to a legal unit 4759 A (retail furniture). A consolidation is made between
the accounts of these two sales legal units;

Chart 1:
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3) In a third step, a consolidation is carried out on the enterprise as a whole following these
operations:

- Elimination of the turnover of ancillary legal units according to the amounts of the accounting
variables;

- Matching and consolidation between productive units and sales units if their activities are
complementary. For example, a furniture production unit is associated with a unit selling furniture;

- The productive units involved may be isolated legal units or pairs of productive legal units already
integrated and consolidated (chart 2 below);

- The sales units involved may be isolated legal units or pairs of sales legal units already integrated
and consolidated.
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Source: Insee, final report of the 2015 grant

11




- The NSIs defined upstream / downstream / ancillary tables to better consolidation. These tables are
based according to the activity of the legal units and aim to match the legal units which have to be
consolidated together. As seen in box 3, the French NSI uses a table defined at NACE 4 digits level. A
first version of this table has been provided among the deliverables of the 2013 grant. In the scope of
the 2015 grants, all the NSls adapted or updated such tables, according to their national reality.

- The NSis defined ancillary legal units, and adapted this definition to the internal structure of the
groups of their countries. As seen in all this part, the consolidation of turnover requires identifying
productive / sales / ancillary legal units. The two first categories may be easily defined according to
their NACE. Rather, defining an ancillary legal unit is far more difficult. Indeed, an ancillary activity
depends of those of the enterprise: a legal unit that performs accounting is ancillary in a manufacturing
enterprise, while in an accounting enterprise it is not ancillary and takes part in the main activity.
Besides, if the accounting legal unit belongs to a non-accounting enterprise but sells its services to
third parties at market prices, then it is not an ancillary unit either, but takes part of a secondary
activity. This is why, in the scope of the 2013 grant, the NSIs proposed a method to define ancillary
activities (see box 5).

Box 5: A definition of the ancillary legal units

A legal unit (or a set of legal units of the same NACE) is ancillary unless it respects two conditions:

- It belongs to the list of ancillary activities defined in the Eurostat Business registers recommendations
manual;

- Its weight within the group is below to thresholds.

For example, among the deliverables of the 2013 grant, the French NSI provided an algorithm where
the thresholds were defined according to the weight of the legal units’ employment in the enterprise.
The threshold is different for different activities. If the share is lower than the predefined, threshold the
activity is considered as ancillary. These thresholds were:

More than 0 %: 64.2, 70.1, 78.3

10%: 47.78, 49.41, 64.30, 85.59, 62.00, 66.00, 68.00, 77.00

20%: 78.10, 62.10, 69.20, 70.10, 71.10

30%: 46.00

Note that the threshold had not been defined a priori but according to their weight in the 500 largest
groups located in FR. In the 2015 grants, all the countries adapted or updated the definition of their
ancillary activities. Here again, national adaptations are positive. Each NSI takes advantages of its
national sources available. Besides, its definition better suits to the internal structure of the groups
located in its country.

Source: guidelines for the 2015 grants, example provided by Insee

12




- The NSIs drafted studies of impact consistent which each other, and which confirm expected
theoretical results. All the NSlis drafted studies on impact to evaluate the consolidation of the turnover.
In quantitative terms, the degree of consolidation differs between countries since the scope of the
groups taken into account and their complexity also differs greatly (see part 5). However, in qualitative
terms, all the studies of impact confirm the expected results explained in the deliverables of the 2013
grant. The larger an enterprise is, the more the consolidation has an important impact to reduce its
turnover. For enterprises of equal size, the impact is bigger for manufacturing ones than for those
performing sales or services. Indeed, manufacturing enterprises are more complex and include more
ancillary or sales legal units.

- The consistency of the impact studies (both with regards to the expected results and between the
countries) is the best indicator that the consolidation method of the turnover is efficient. It seems also
highly relevant to combine a common algorithm (which ensures the consistency) with national
adaptations of the activities and thresholds (which take into account the internal structure of the
groups in each country).

13



3) Main findings about the attributes of the automatically profiled enterprises

In the scope of the 2015 bilateral grants, all the NSIs had to define the enterprises to be automatically
profiled and to work on automatic consolidation. Besides, they also had the opportunity to work on
optional items regarding the attributes of the enterprises. In this part, we aim to summarise the main
findings about the attributes of the automatically profiled enterprises.

- All the NSIs have no problem assigning a NACE to the automatically profiled enterprises. Among
other attributes, each profiled enterprise has to have a NACE code. In all the European countries, the
NACE of the legal units are calculated according to common criteria and classification rules. However,
the way in which the NACE is assigned depends, in part, on the national processes and sources, in
particular the surveys on the activities of the legal units.

FR evaluated three different methods for implementing the NACE of the automatically profiled
enterprises, according to: i) the main activity of each of their legal units based on employment
distribution; ii) the main activity of the each of their legal units based on turnover distribution; iii) For
the automatically profiled enterprises that belong to the scope of the SBS survey, a breakdown of
consolidated turnover by activities is calculated by a bottom up algorithm. This algorithm is based on
the breakdown by activities of the legal units. The NACE of the profiled enterprises is then calculated
from this consolidated breakdown. The two first methods provide close results and the second was
chosen for the first year of the implementation of automatically profiled enterprises in the statistical
production process. The third method is the most precise. Since 2018, it has been implemented in the
production process.

In the other 2015 bilateral grants, the issue of the NACE was not so much elaborated. However, all the
NSIs succeeded in assigning a NACE to their automatically profiled enterprises from those of the legal
units. Then, the NSIs were able to draft results on the sectoral distribution of profiled enterprises,
compared with those of the legal units.

- All the NSis that studied this item were able to link the Kind of Activity Units (KAU) to the profiled
enterprises. Studying the link between KAU and enterprises was one of the optional items proposed in
the scope of the 2015 grants. 7 NSIs decided to study it, and found solutions according to their
national sources. KAU are calculated and linked to the enterprises through the activities of the legal
units. In LV and PL, there are also specific surveys on KAU. In AT, KAU are also linked to statistical
local units. In FI, LV, NO and PL they are linked to local kind of activity units (LKAU). In FR, KAU are
not in the business register, but an algorithm was implemented to calculate it. For the largest
enterprises, the KAU is calculated from their secondary activities. For the smallest enterprises, the
KAU equates with the enterprise and with the legal unit.

- FR drafted and implemented an economic continuity of the enterprises / groups. This work is also in
process in NO. This economic continuity is necessary to identify over time the enterprises / groups.
Indeed (at least in large countries), the continuity cannot be based on the legal unit of the top of the
group (Global decision centre or Global group head) because these legal units change a lot over time
due to juridical reorganizations. As a consequence, implementing an economic continuity is necessary
to identify the enterprises / groups. This economic continuity also allows disseminating longitudinal
series which may be very interesting for economic studies. The continuity rule is simple in its principle:
it is based on the stability of legal units employing a majority of persons from on year to the next.
However, this simple principle involves defining and drafting in IT programs 7 different trajectories
between the two years N-1 and N (see box 6).
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Box 6: Continuity algorithm for enterprises / groups

An enterprise Ey for a given year N, is the continuation of a preliminary enterprise recorded in N-1, if
and only if the perennial part of these two enterprises is bigger (in terms of number of employed
persons) than 50% of the number of employed persons employed in each one (the 50% threshold can
be adapted). The same definition applies to groups.

This principle involves defining two kinds of continuity:

- There is forward continuity if the set of the legal units of an enterprise representing more than 50 %
of its workforce in N-1 belongs to the same enterprise in N;

- There is backward continuity if the set of the legal units of an enterprise representing more than 50%
of its workforce in N belonged to the same enterprise in N-1;

- There is economic continuity if there are both forward and backward continuities.

For the reference year N, Ey is the ID of the enterprise. 7 trajectories are possible from N-1 to N.

Creation | . . Main
Situation :

code contributor

AVAR Forward continuity and backward continuity yes

AV Forward continuity but no backward continuity yes

AR Backward continuity but no forward continuity yes

No continuity, neither backward nor forward

EX yes

Creation by splitting of enterprise which brings more
than half of the workforce of Ey

No continuity, neither backward nor forward
FU yes
Creation by merging of several enterprises

Creation of Ey from existing enterprises in N missing

CR
code EX or FU

yes

Creation ex-nihilo: there is no trace in N-1 of enterprises
NW . . no
belongingto Eyin N

Source: Insee, Final report of the 2015 grant
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4) Most significant adjustments or proposals by NSIs

In this part, we aim to raise the attention on particular adjustments or proposals which could interest all
the NSlis. Let us remind that all the national adaptions made by the NSls are shown in Annex 1.

- AT and IT plan to implement viewer tools to visualise control-links within the groups. Such tools
would be probably very convenient for profilers to delineate enterprises. Pictures from these viewer
tools in progress are available in box 7.

Box 7: Pictures from the viewer tools in AT and IT

AT (Statistik Austria, final report of the 2015 grant)

pSr——
e FREAE RN

A =N

IT (ISTAT, report of the 2013 grant)

O

SG1

e Yl

- AT decided that, when a group is organized as certain juridical forms of private unlimited company, it
has to be treated as one enterprise. Austrian profilers applied this idea to the groups organized as
their national juridical form named "GMBH & CO". One may think this idea very useful for small and
medium groups. Indeed, when a group is organized in such a juridical form, there is one partner who,
in exchange of their unlimited responsibility, has the ability to take alone the decisions. Indeed, the
group as a whole has to be seen as one enterprise according to the criterion of autonomy in decision
making. However, this principle should probably not to be applied to the largest groups which have to
be profiled manually, because they may be very large and diversified®.

> The large French group Largardere, which was analysed at the beginning of European Profiling, is a good
example. Its juridical form is a private unlimited company. However, its size, its diversity and also the reality of
its governance would justify delineating it into several enterprises according to its different businesses:
publishing, travel retail, media, sports and entertainment.
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- FR and Sl got financial statements published by domestic groups and compared the turnover
consolidated through the algorithm to the financial statements published by these groups themselves.
The Slovenian NSI worked on a sample of 10 domestic groups. Results for these 10 domestic groups
showed that, in most cases, there are not big differences if the amounts of turnover and value added
of the legal units are summed or consolidated through the algorithm. The French NSI compared the
results of its consolidation to the financial statements of 1,011 domestic groups available in a
database provided by the French Central Bank. This database does not provide the perimeter of the
groups in legal units, but it is assumed that the perimeters are close, because the number of
employees is. In 80 % of cases, the turnover automatically consolidated through the algorithm is very
close or a little higher (from 0 % to 20%) to those published in the financial statements. According to
the French NSI, it is better that the algorithm provides a too high turnover than a too low one, for not
underestimating the economic activity.

- Some NSIs reported that groups in their countries have to provide accounts in the electronic and
normalized format XBRL. However, no NSI got significant results from this source. Using the XBRL
consolidated accounts could be very efficient, as it provides directly consolidated accounts which
could be used in the production process of statistics, and without statistical burden. However, until
now, no NSI has reached significant results. DK currently begins to work on it for legal units from one
side and for largest groups from the other side. NL currently discuss with largest groups to collect the
XBRL declarations they fill for taxes administration.

Indeed, in the scope of national automatic profiling, XBRL data have these two limits:

- These consolidated accounts are relevant only for domestic groups. Indeed, automatic profiling aims
to reconstitute accounts truncated to a national territory. So, this source cannot be used (at least for
this purpose) for multinational groups;

- As financial statements, consolidated accounts in XBRL may not include the exhaustive list of legal
units. It may be difficult to link these accounts to the legal units of the business register. The list of the
legal units of the group is probably a key-point.

- LT and LV drafted algorithms in R software. As most of other countries drafted theirs in SAS, there is
now an experience in the two softwares.

-_The NSIs have been continuing to work on automatic profiling since the end of the 2015 grants.
Several NSlIs already have implemented automatic profiling in their processes to produce business
statistics. Since 2015, the 11 NSiIs involved in bilateral grants have been provided new results on
automatic profiling. Nowadays, 5 NSls have implemented the automatically profiled enterprises in their
business registers, databases or production process or work on it (AT, FR, IT, NO, SI).
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5) Next steps: improvement suggestions and new proposals by NSls

As automatic profiling is by nature national, it is up to each NSI to decide the next steps it aims to
achieve. However, from the experience of these grants, we propose in this part improvement
suggestions and new tasks which could be interesting in the scope of other future works in common.

- A first improvement suggestion would be to better explain the ‘characteristics' of the groups in the
country. These characteristics are the following: size, activity, number of legal units, activities of the
legal units. They highly determine the degree of consolidation as concluded in the studies of impact. If,
in a country, most of the small groups combine a productive legal and a holding or headquarter, then
this combination has no impact on the consolidated turnover. If the combination is a productive legal
unit and a sales one, then there is an impact. Some data in the 2015 reports show how the small
groups may differ from a country to another: In FR, small groups controlled by a foreign GDC are very
few because small groups often combine a productive legal unit, and a holding or headquarter, for
governance reasons between family-owners. Rather, in BG, 58 % of small groups are foreign-
controlled, because they are often created between a national entrepreneur and a foreign partner.

- A second improvement suggestion would be to better harmonize the scope of the studies. Each NSI
precisely explained the scope of the groups profiled through its algorithm. However, these scopes are
heterogeneous, from only the small groups in some countries to all the groups not treated by intensive
profiling in others. In the same way, some studies of impact are calculated on the scope of the profiled
groups, while others are calculated on all the SBS scope. Even from a national perspective, getting an
impact of the algorithm close to those of another country (with groups similar in their characteristics)
could give some indication of the quality of the results.

- A new proposal would be to extend the automatic consolidation to other variables. At a recent
meeting of the Task force on European Profiling (28 April 2018), the delegate of the French NSI
presented new results on the consolidation of non-additive variables: dividends in the P&L, debt and
capital in the Balance Sheet. The Central Bank of France has a long experience in consolidating these
variables through automatic algorithms (see box 8). Consolidating the dividends would be a major
step, because the question of their weight is everywhere a big matter in the economic debate.

- Some NSiIs plan to implement surveys or to use administrative data to improve consolidation. In the
report of the 2013 grants, NL explains that there is a survey on legal units asking to provide
consolidated data. DK has developed an online questionnaire to get variables completing XBRL data.
FR plans to implement a survey on large or intermediate-sized groups not treated by manual profiling
to collect interflows to improve the consolidation. In LT, there is an administrative source on interflows
between the legal units of a group. It is called "Report on transactions between associated
enterprises”. The Lithuanian NSI plans to use it to improve consolidation.

- _Another proposal would be, within some large groups, to combine manual delineation of the
enterprises and automatic consolidation of their accounts. This idea has been expressed by delegates
and profilers in several meetings. Of course, there is a common agreement that, in every country, the
largest groups have to be profiled manually by intensive profiling and the small and medium groups
through algorithms. However, at least in the largest countries, large groups are relatively numerous,
from one to few hundreds. A national profiling team can treat yearly by intensive profiling the largest of
these groups, but certainly not several hundred. So the idea would be to delineate manually the
enterprises within large groups, to associate them their perimeters in legal units, and then to
consolidate automatically their accounts. Indeed, delineating the enterprise, preferably through
dialogue with groups' representatives is the core business and main value added provided by profilers.
It is far much easier than producing accounts with hundreds of variables as it is needed in some
countries. In addition, here we are talking about national profiling, so these accounts have to be
truncated to the national territory. This information generally does not exist in the accounting and
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reporting systems of the groups (even less in national GAAP) and profilers have to reconstitute it,
while it could be easily and directly produced through an automatic consolidation with algorithm.

These improvement suggestions and new proposals by the NSIs may be discussed in future meetings
and by the governance bodies on European Profiling.

Box 8: Results of the consolidation through an algorithm of dividends and total income by the Central
Bank of France

The total income is defined as value added + non-current revenue. There are few double accounts in
non-current revenue. There are lots of double accounts in dividends, since they circulate through the
legal units of the group. Once all these double accounts are eliminated (here through an automatic
consolidation by algorithm), the share of the dividends is halved (from the upper / red line to the below
/ green line).

Share of the dividends in the total income of enterprises

16

14
12

10 -

o N A O

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Poids des dividendes versés
=m== Poids des dividendes versés retraités

Source : Bulletin de la Banque de France, n°186, 4th quarter 2011
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Annex 1: Main findings from the 2015 bilateral grants by the NSIs

AT BG Fl
Scope 24,403 non-farm, 6,218 non-farm, non- 150 ENT, which account for at least 5
non-financial groups financial groups % of the total turnover at NACE 2
Ec&r:jisgir;g in t51d%t4 consisting of 19,591 LeU digit. + tI'ENT \;v:th atsz%cg}ndfatck:]tivity
, delineated into ] ; accounting at leas o of the
34,444 ENT. delineated into 2,178 productior? at NACE 2 digit level
ENT. (total population of the EG’s where
(80,4% of LEUs part of this 5% rule is applied is ~ 6700
simple EGs were groups)
automatically
consolidated).
Delineation YES YES YES
Consolidation NOT STUDIED YES, 7 scenarios Consolidation only in ENT. KAU

(executed in order
7,5,3,4,1,2,6).

figures nonconsolidated.

Study of impact

YES for delineation

NOT STUDIED for
consolidation

YES, on the whole of
SBS scope:

Total turnover decreases
by 1,8 % (-4,5% for
wholesale and retail
trade) Integration in the
electricity industry (35.13
integrated into 35.11).
Another study of impact
for the simplest groups,
delineated into one single
ENT: turnover is reduced
by 13 %.

At the time of the project the ENT
figures were not available. Today we
see that around 3% of the ENT
turnover will be consolidated.

On the KAU side

99,5% of ENT (including non-complex
ENTSs) has only one KAU, but 10 ENT
consist of 50 or more KAU.

The result is very similar if we use 4
digit level NACE.

30 major groups to be implemented in
ENT in SBS for reference year 2017.

KAU YES- KAU are linked | YES- KAU are allocated YES- Objective to provide Local kind
to LeU, but also to to ENT. 92% of ENT of activity unit (LKAU). Combinations
local units. have only a KAU. of LKAU implemented as KAU in the

register.

Remarks Small groups, 58% of Role of the legal units in consolidation

them are foreign
controlled.

is linked to the LKAU.

Main changes/
improvements of
the common
algorithm

Delineation on the
basis of NACE-4
digits (instead of 3);
threshold for ancillary
activities at 10%.

Vertical integration
not used; When there
is a partner with a
unlimited liability,
GMBH & CO), only
one ENT.

For groups of 2LeU, new
cases of vertical
integration according to
their NACE, in particular
between wholesale and
retail trade.

Use of the BR recommendations
manual to define market/non market
activities.

Pilot KAU survey (for replacing
previous Business unit survey) will be
included in the questionnaire of an
existing survey, Financial statements
inquiry for enterprises. Today the pilot
survey is fully implemented to cover
trade and services.
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FR

IT

Scope 80,687 non-farm, non-financial groups 95,447 simple non-farm, non- financial groups
(all groups not profiled by face to face (maximum 3 LeUs and maximum 3 activities).
profiling).

Delineation YES with the hypothesis 1 group =1 Yes with the hypothesis that 1 Group=1 SBS

ENT
The ENT contains only the LEU of the
SBS scope

ENT if at least 90% of the value of the chosen
economic variable at group level (in order VA,
turnover, persons employed) is concentrated in
one economic activity at 4 digit level .This
percentage, can be lower than 90% when the
group performs ancillary activities for a
percentage of maximum 10% and vertically
integrated activities for a percentage of
maximum 30%. Simple groups that are not
resolved as mono-activity groups will be re-
tested by repeating the couples test. At the end
of the new test, you will have the following
situation: 1 Group=1 SBS ENT, 1 Group=2 SBS
ENT; 1 Group=3 SBS ENT.

Consolidation

YES : 13 scenarios

YES, 7 scenarios to consolidate groups of 2
LeU.12 scenarios to consolidate groups of 3
LeUs

Study of impact

YES : turnover of the automatically
profiled groups is reduced by 164 M (-
7%), while turnover of the 43 largest
groups profiled by intensive profiling is
reduced by 56 M

(- 13%).

The biggest impact is for manufacturing
groups (- 9%).

89 % of consolidation comes from ENT
with at least 3 activities.

YES for delineation (-36.52 LEUs in domestic
groups and -24.19 in Multinational groups)

YES for consolidation

Employment decreases in services and
increases in manufacturing.

On total SBS scope, turnover decreases by
1,7 %.

KAU

YES- KAU is not in the business
register, but an algorithm has been
implemented for the largest ENT to
calculate it from the secondary
activities of the ENT which are stored in
the BR. For the smallest ENT, one
LeU=one ENT=one KAU

NOT STUDIED

Remarks

% of the SM groups have 2 LeU
%, of the SM groups have a productive
LeU + a LeU holding or headquarter.

Expansion of the list of ancillary activity and
construction of correspondence tables. For the
vertical integration activities defined the
correspondence tables and matrices useful to
link upstream and downstream Nace codes in a
theoretical value chain.

Main changes/
improvements of
the common
algorithm

Implementation of an upstream-
downstream support table to precise
the consolidation (If some LeU perform
same products in upstream,
downstream or support, they are
associated together). Ancillary activities
defined according to NACE and to their
weight compared to the 500 largest
groups.

The sub-control links are used to delineate the
ENT, because the BR provides the control tree of
the groups.

Update of the definition of ancillary algorithm.
Identification of vertically activity integrity by
peers; 3 variables to define the multi-activity of
the ENT. Implementation of a representative unit
to identify the ENT.
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LT LV
Scope Case studies of 9 groups from 3 to 10 LeU. 7753 small non-farm, non-financial
These groups are then integrated to the whole | groups (less than 500 employees).
non-farm, non-financial SBS scope.
Delineation YES, focus on "simple" cases, YES
1 group =1 ENT.
Consolidation YES - To avoid over consolidation, an YES

additional condition has to be added to check
if the LeUs within the enterprise group are
actually related and their intergroup flows are
reasonable for elimination.

Study of impact

Services LeU are incorporated in
Manufacturing and Construction ENT.

Yes on the whole non-financial SBS scope.
As a consequence, the impact on the
consolidation of whole turnover is insignificant
(-0,1%). However, there are big moves
between activities (from real estate, services
to manufacturing).

On the scope of the 7,753 small
groups, the number of ENT is lower by
2% compared to the number of LeU.
The new hypotheses for delineation
(criterion for ancillary units, share of
control) have very limited impacts.
Turnover decreases by 0,7 %.

KAU NOT STUDIED YES — There is a LKAU survey and
KAU are allocated to ENT. 96 % of ENT
have only a KAU.

Remarks R software used for delineation. Algorithm rewritten in R software.

The activities of the group is defined by
employment. The consolidation rests on
turnover. There may be differences between
them.

Main changes/
improvements of
the common
algorithm

Accounting variables were adjusted
depending of national accounting standards.
New hypothesis: if more of the sales of an
ancillary LeUs done to market, then this LeU
is separated.

Implementation of an upstream- downstream
table to better consolidate. Implementation of
a wholesale/retail/trade activities.

Ancillary activities defined according to
NACE and to their weight (turnover and
employment) within the group.
Exceptions for certain NACE (for
example no limit on employment for a
LeU of NACE 78.30, Other human
resources provision).

Full consolidation only if the LeU is 100
% controlled.
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NO

PL

Scope 29,164 non-farm, non-financial groups, 3608 non- farm, non-financial groups, which
delineated in 56 573 ENT. have 4905 ENT, and which represent 15 530
LeU.

Delineation YES YES Profiling is not completed. ENT are
defined through EGR and through a survey
on financial links.

Consolidation NOT STUDIED Ancillary activities are defined and integrated

to the principal activity of the ENT.

Study of impact

Focused on delineation.

YES for the impact of KAU. Short term
series of variables for 2012-2014 (36
months) were recalculated.

Series in KAU significantly differ from series
in LeU.

KAU YES- LKAU are used to define KAU. YES- FOCUS OF THE STUDY:
These KAU are allocated to ENT. Implementation of the KAU which is the unit
78 % of ENT have only a KAU. of observation for short term statistics.
Identification of the KAU is based on
available set of profiled enterprise groups
and on annual survey called SP.
71 % of ENT have only one KAU.
Remarks Only 38 % of the groups have 1 ENT. Automatization of the process of KAU

This is due to the requirement in the our
automatic profiling methodology that an
enterprise can only be made up of legal
units with identical 4 digit NACE code and
identical institutional sector code. If,
therefore, an enterprise group consists of
2 LeU with different NACE codes, then
there will be 2 ENTSs in the group (ENT =
LeU). In Norway, 50 % of the enterprise
groups have only 2 legal units. In 25 % of
the groups with 2 LeU, the group consists
of 1 production LeU and 1 holding
company/head office.

Ancillary activities are flashed in the BR.
An ancillary or holding LeU has 2 NACE
(its own + those of the productive LeU).

Yearly and daily maintenance of the ENT.
Implementation of continuity rules for
groups and ENT (based on LeU NACE,
institutional sector).

delineation. Creation of a new database of
KAU.

KAU have an ID number, name and address
of a reporting unit.

Main changes/
improvements of
the common
algorithm

Reflexion and implementation of a
definition of ancillary, holding LeU in the
BR. An ancillary, holding LeU will have 2
NACE (its own + those of the productive
LeU).

Maintenance of the ENT will be done
yearly and daily.
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SE Sl
Scope 42,767 non-farm, non-financial groups, 4,858 non-farm non- financial groups. The 5
employing 1,74 million employees. TEN manually profiled are excluded.
Delineation YES, delineation on the scope of the YES: 4,766 groups may be automatically

42,767 groups.

The method have created in total 35 054
enterprise groups with at least ENT
covering 83 043 legal units and 670 494
persons employed.

profiled according to the criteria that were
developed.

Consolidation

YES, on the scope of the 35,054 groups
delineated in 1 or 2 ENT

YES: 3,982 simple groups may be
consolidated but after testing Sl decided to
consolidate data according to the methods
for enterprise groups above the threshold
and to sum up data for enterprise groups
below the threshold.

Study of impact

Services LeU are incorporated in
Manufacturing, Construction ENT.

On the scope of groups of 1 ENT +
uncontrolled LeU, turnover is reduced by
1,6%.

For 11 groups, the automatically
consolidated turnover is compared to the
financial statements (and is a little higher).

On the scope of the 3,982 simple groups
which may be profiled, the consolidated
turnover decreases very slightly (-0,2%)
compared to the simple sum of those of
LeU.

Sl also drafted a study of impact on a
sample of 10 domestic groups. It noticed
that noticed that summed up values for
most of these ten enterprise groups were
closer to the consolidated in annual reports
than consolidated by methods.

KAU

NOT STUDIED

There is a separate algorithm that
identifies LeU that are candidates for
being split into KAU (Large units with a
significant secondary activity)

The groups with these enterprises are
classified as high priority and will be
manually profiled.

NOT STUDIED

Remarks

1/3 of groups are multinational.

In the BR, the ancillary LeU have two
NACE (their own + those of the
productive LeU).

1/3 of groups have 2 LeUs and ¥ of global
enterprise groups have one LeU in
Slovenia.

Main changes/
improvements of
the common
algorithm

The algorithm takes into account the
control: A LeU is combined with its
affiliate if: a) they have the same NACE
or: b) the affiliate has an ancillary NACE
and is small in share of turnover.
Implementation of a table of ancillary
activities.

Exclusion of individual persons at the head
of a group. Delineation is based on: a) a
threshold tested through hypothesis + b)
simple groups above the threshold.
Implementation of a table of combination of
ancillary activities that act as main activity.
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Annex 2: Work in progress and main achievements since the 2015 grants

AT BG Fl FR
Work on YES YES, we use the YES YES
Automatic data from the IS
- . “Automatic
Profiling since consolidation of
2015 grants business variables "
(YES/NO) as a source for
selection of
Multinational
Enterprise Groups
with GDC in
Bulgaria, and during
the HOC IPT Cycle -
Partner Profiling.
ENT created _YESI, full NO NO YES
through implementation
A (t) 9 fi planned by begin of
u oma IC 2019
Profiling

implemented in
BR, database,

production

process

(YES/NO)

Main progresses | AT currently works NO Some progress in - FR modifies the list of
in automatic very intensively on creating automatic ancillaries activities and

profiling since
the 2015 grant

the implementation
in the BR database.
In order to do that
some refinements of
the concept was
necessary.

(ENT) profiling IT-
tools.

integrated activities

- FR consolidates new
algorithm for new
variables ( breakdown
of turnover by activities,
dividends and financial
income interests,
equities and equity
interests (or
investment), trade
payables and accounts
receivables

- The economic
continuity of enterprises
and groups has been
implemented.

- Automatic profiling is
in production to
calculate the SBS
statistics for 2017.
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IT LT LV NO
Work on YES, enlargement | YES YES, update of the | YES
Automatic of the target measure of the

ot ; population of impact
Profiling since automatic Profiling
2015 grants to all groups,
(YES/NO) including complex
ones.
ENT created YES NO NO YES. Not yet
through implemented in
; production process.

Automatic
Profiling

implemented in
BR, database,

production

process

(YES/NO)

Main progresses The sub-control In LT, there is an After the 2015 Work on continuity rules
in automatic links are used to administrative grant, the scope of of enterprises is still

profiling since
the 2015 grant

delineate the ENT
of complex groups
(more than 3 SBS
legal units) not
investigate by
manual profiling,
because the BR
provides the control
tree of the groups.

Three kinds of
structure of the legal
units are identified
(vertical, horizontal,
matrix) and this
information is
combined with
those of the main
activity of the legal
units to delineate
the enterprises.

Improvement in the
IT methodologies to
identify better
ancillary and vertical
integrated units
inside the automatic
procedure.

It is built
correspondence
matrices to link the
potential ancillary
and integrated
activities to the
principal activity at 4
digit NACE code,
also for complex
groups.

Implementation of
some continuity
rules.

source on interflows
between LeUs of the
enterprise group. It
is called "Report on
transactions
between associated
enterprises”. LT
works on it to
improve
consolidation.

The list of ancillary
and possibly
vertically integrated
activities was
corrected. Some
improvements were
done in the software
prepared for
delineation of small
DEGs and to
exclude groups with
non-related
activities.

It was decided to
work with the
smallest DEGs so
far (2 to 3 LEUS)
because it is very
time consuming to
analyse ancillary
and integrated
activities in DEGS
with 4 or more LeUs.

Due to the lack of
resources it was
decided to postpone
the work of
automatic profiling
for some time now
and to concentrate
on profiling large
enterprise groups.

automatically
profiled enterprises
for analysing of
assessment to SBS
2013 data was
again analysed.
New results have
been calculated:
Compared to the
sum of LeU, the
production value
decreases by 0,5 %,
the total purchase of
goods and services
decreases by 0,7%.

The final decision is
automatic profiling
is not up to date
because impact on
the data is low and
engagement of
human resources is
huge. The main
priority in Latvia is
to provide profiling
for large units.

ongoing, and is
expected to be
implemented in 2019.

Work has been done on
revising the treatment of
holding companies,
both in the BR and in
the automatic profiling.

Some theoretical work
has been done on
vertical integration.
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PL

SE

Work on
Automatic
Profiling since
2015 grants
(YES/NO)

YES

YES

NO

ENT created
through
Automatic
Profiling
implemented in
BR, database,

NO

NO

YES (see below)

production

process

(YES/NO)

Main progresses Development on | YES, automatically created

in automatic NO tested algorithm for strategy for enterprises were implemented in

profiling since
the 2015 grant

automatic profiling on 1330
ENTs with GDC in Poland. We
checked 37 of them comparing
automatic prof. results to
“manual” profiling results.
Results were equal in 23 cases
and in 14 cases were different
(62%). This algorithm based
mainly on Eurostat’s
assumptions. Currently, there is
a close cooperation with the IT
stuff and NO is improving
algorithm (regarding our
national specificities) receiving
better results. However work on
some “tough cases” is still in
progress.

NO decided to add also
turnovers in our tests and adjust
thresholds to our reality.

implementation

the BR database and also
automatically consolidated data
on turnover and data on persons
employed. But they were not
implemented in the production
process. Enterprise equals legal
unit and at the same time
institutional unit in national
accounts and Sl find this to be
the best solution at the moment.
One of the main reasons for this
situation is that enterprises that
were intensively profiled
consider their legal units as
autonomous and they told as
that each can be considered as
enterprise. We came to the
same conclusion for the
enterprise groups that were
looked at in the desk profiling. In
addition for the automatic
profiling we discovered there
were practically no internal flow
between legal units and that they
can be treated as enterprises as
well. In addition each legal unit
has a full set of accounts and as
such some independence and
autonomy.
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