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INTRODUCTION  

Consistency of and between European national statistical data is of vital importance. Achieving this 
goal is made difficult by legacy factors such as differences in the nature and rules of existing 
national statistical systems, definitions, and survey methods. The use of common statistical units is 
a prerequisite for further integration of the production of statistics within the ESS. A lack of 
consistency – vertical and horizontal1 - with respect to the underlying statistical units will have 
more serious consequences. The definition of the scope of a statistical project and the classifications 
by activity and by size classes are dependent on the choice of a statistical unit. 

The “20 years old” regulation on statistical units (696/93) has shown, in recent years, all of its 
limits. It is not applied (mainly for enterprise and KAU definitions) in the majority of the European 
NSIs. The reasons for review of the EU Regulation on Statistical Units is linked to the changes that have 
taken place both in the social and economic environments and in methodologies and statistical practices 
developed at European and MS levels.         

The WP1 “Statistical Units” operates in the domain of the project “Consistency between 
regulations and applied methodologies in different areas of statistics”. The work on statistical units 
is the first task of the whole ESSnet Consistency. The final goal of the WP1 is the development of 
recommendations for the revision of the Statistical Unit Regulation. The review should be based on 
the identification of statistical units that may be "theoretically" correct from a conceptual point of 
view and also realistically applicable in the economic realities of European countries. 

The Enterprise (ENT) definition (and identification) have to be considered as the key points for the 
increasing of statistical data consistency within the overall system of business and trade-related 
statistics and between this and the European System of Accounts. Most of the European regulations 
governing the system use the statistical unit ENT (even if it can be identified with different words 
like “business”) both as the main observational unit (to collect statistical information) and as the 
main unit for analysis. Furthermore the SNA2 specify that: “An enterprise is the view of an 
institutional unit as a producer of goods and services” 3. 

For these reasons not only the “best” statistical definition of Enterprise but, above all, the better 
application of the definition for all statistical domains and in all European Member States is one of  
the most fundamental guarantees to achieve consistency in the whole European Statistical System 
(ESS). 

The development of a new definition of the statistical unit “enterprise” has to take in consideration 
some practical and theoretical aspects. From the practical point of view the massive use of 
administrative data (produced with reference to administrative or legal units) has to be considered. 
From the theoretical point of view the complexity of the organisation of the businesses and 
especially their global vision has to play a fundamental role in the construction of the new definition 
of enterprise. 

Furthermore the need to produce European economic figures – supporting economic policies at 
European level – faces us  with the need to understand if the simple sum of EU countries 

                                                 

1 The technical specification of action “Consistency of Statistical unit” stated:  “Horizontal consistency refers to the 
comparability between the various statistical domains, while vertical consistency is the issue of comparability 
between the sum of Member States data and the European aggregate”.  

2 In this paper we will refer to the UN System of National Account -2008 and not to the European System of Account -
2011 for three reasons: ESA is not yet an approved official European regulation, the SNA presents more extensive 
and precise concepts than the ESA. Furthermore, the ESA specifies “ESA 2010 is broadly consistent with the 
worldwide guidelines on national accounting: SNA 2008”.    

3 United Nations - System of National Accounts 2008, § 5.1  
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(consistent) figures is sufficient or not.  If not the developing of European statistical infrastructures 
(EGR/profiling of MNE/identification of the European enterprise) able to guarantee the double 
vision - Europe vs. National – and able to “open a door” for different statistical figures cannot be 
postponed any longer.                   

In the context of the activities carried out by the WP1 – Statistical Units project – of the ESSnet 
Consistency, this report will discuss a proposal of revision of the definition of the statistical unit 
“enterprise”. 
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1 THE PRESENT SITUATION  

The Council Regulation (EEC) No 696/93 of 15 March 1993 “on the statistical units for the 
observation and analysis of the production system in the Community” defines the statistical unit 
ENT in the following way: “The enterprise is the smallest combination of legal units that is an 
organizational unit producing goods or services, which benefits from a certain degree of autonomy 
in decision-making, especially for the allocation of its current resources. An enterprise carries out 
one or more activities at one or more locations. An enterprise may be a sole legal unit.” 

The main characteristics of the present regulation are: 

• Identify the autonomy of the enterprise in connection to the allocation of the current 
resources, while other unit – the enterprise group – is autonomous in relation to strategic and 
long term decisions.  

• Use of the concept of “smallest combination of legal units....”: the starting point for the 
delineation of the enterprise are the legal units, thus the current approach is a “bottom - up” 
approach. 

The need for grouping -  “under certain circumstances” – more than one legal unit into one 
statistical unit enterprise is justified because “some legal units, in fact, perform activities exclusively 
for other legal units and their existence can only be explained by administrative factors (e. g. tax 
reasons), without them being of any economic significance. …. In many cases, the activities of these 
legal units should be seen as ancillary activities of the parent legal unit they serve, to which they 
belong and to which they must be attached to form an enterprise used for economic analysis.” 

1.1 The application of Enterprise definition in MSs 

In order to identify and analyse the inconsistency in statistical units applied in different statistical 
domains of the system of business and trade-related statistics according to the European legislation 
and the inconsistency in the application of the statistical units definition in different Member States, 
the “Inquiry on the Statistical Units” was launched at the end of October 2011 by the ESSnet on 
Consistency WP1 Project4.  

The collection of direct information from Member States was necessary, concerning definition of 
national legal units, statistical units used for each business statistics domain, actual and practical 
definition of such statistical units, use of the legal units as proxy of statistical units, weight of 
specific statistical units in some domains, criteria used for statistical units estimation, treatment of 
specific unit typologies (e.g. artificial subsidiaries).  

The main conclusions that can be drawn from the analyses of the responses are obvious and were 
already expected before starting the inquiry, however a good point is that the inquiry gave the 
possibility to measure them5. The main results of the inquiry were: 

• As regards the enterprise definition, to find out that a unit is an organizational unit producing 
goods or services, in most cases NSIs use sources that could give this information (45%) or by 
using thresholds of certain variables (42%). The most used variables for threshold are 
“employment” (61,5%), “turnover” (61,5%) and other sources like “income” and “wages” 
(53,8%). 

                                                 

4 ESSnet on consistency of concepts and methods  of business-related statistics 2010 project on statistical units, 
Deliverable 2.4 Questionnaire design and test results, 2011. 

5 ESSnet on consistency of concepts and methods  of business-related statistics 2010 project on statistical units, 
Deliverable 3.2 Identification and evaluation of Member States inconsistency, 2012. 
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• The concept of “autonomy in decision-making” means for about 68% of the countries that the 
enterprise has accounts at its disposal, while only 39% of the countries consider the market 
orientation of an enterprise as an important issue.  

• More than half of countries perform some activities to combine together legal units for the 
identification of the enterprise. Most of them restrict the analysis to a relevant subset of units in 
the BR, having a large dimension (20%) or a particular legal form (30%), a specific economic 
activity (10%), or limiting the analysis just to the units involved in surveys or under manual 
investigations (40%). Profiling methods seem to be used by  35.5 % of the countries. 

Taking into account the information obtained through the questionnaire, combining together the 
facts and details acquired from the Member States, it was possible to classify better the countries in 
terms of their treatment of legal units. According to the high/low coverage of the performed 
combination of units and the number of typologies taken into consideration, about 52% of the 
countries perform some activities to combine legal units in the same enterprises when they 
considered them “not autonomous”, nevertheless actually only 30% of the countries carry out a 
complete analysis and apply in practice the procedure of the profiling approach in a “strict” sense. 
They represent 20% of the total enterprises in Europe and 18% of total European employment. 

1.2 The limits of the present definition 

The results obtained by the inquiry on “statistical units” show quite clearly that the enterprise as 
defined by the CR 696/93 is not applied in the majority of the MSs. Each country has instituted its 
own practices to identify the enterprise in its Statistical Business Register. Most of these national 
practices are connected to the “national reality” especially as regards the acquisition and use of 
administrative source for statistical purposes. 

The present situation at EU level is: because we have a “common” and “official” and “mandatory” 
definition we “believe” we are able (and that the users are able) to compare information produced 
by the EU NSIs and derive the necessary analysis. The actual situation is: comparing some EU 
indicators like “enterprise productivity” or “enterprise dimension” or the “GDP by branches” one of 
the determinants of the differences are the different criteria and practices in the identification of the 
“enterprise unit” used by the different NSIs.  

The limits of the present definition of enterprise can be summarised as follows: 

a) From a general point of view the chain of statistical production starts from 
scope/domains/objectives, then it identifies the variables to be collected for the statistical 
analysis and at the end it identifies the “statistical units” to which the data have to be referred 
and the “observational units”  able to collect the required information.  The CR 696/93 has 
been defined “before” the identification of the scope/domains/objectives (the Regulations on 
business statistics) for which the statistical units have to be observed 

b)  “Enterprise” means (or represent) “all and nothing” if it is not referenced with some attributes 
(like market, profit) that can better characterize and identify population – or subpopulation – 
of reference for statistics. 

c) The CR 696/93 uses some terms without definition: what is the meaning of “current” 
resources? 

d) The concept of “smallest combination of legal units” (bottom-up approach) is unrealistic and 
not applicable in practice: how to identify a legal units serving other legal units? A statistical 
survey is a very expensive solution. 

e) The need to reduce cost and statistical burden has forced the NSIs to a “massive” use of 
administrative sources for statistical purposes. Especially for business statistics the 
administrative sources are instruments for direct data collection (e.g. social security data for 
employment statistics, profit and loss account for structural business statistics, fiscal data for 
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trade statistics,….) and the administrative units are the observational units for statistics. This 
situation cannot be ignored.. 

f) In the actual economic world, the enterprises have chosen to organize and conduct their 
business operations in the form of a cluster of various separate corporations, rather than as a 
single corporate entity. Therefore, the largest enterprises typically evolve as a complex, large-
scale business network, where the different parts of the business are allocated to a group of 
affiliated corporations (subsidiary corporations). Global co-ordination is obtained through the 
submission of such “legally pseudo-independent” parts to a common economic strategy. The 
present definition of enterprise does not consider this situation deviating from a real 
identification of the economic actors both at national and global level.   
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2 CONTEXT AND SCOPE OF THE PROPOSALS  

In the last years the European Statistical System (ESS) felt the need to reorganize the production 
process of EU statistics, making it more efficient, in order to balance the constantly decreasing 
resources with the user’s demands for new and additional statistics, reducing at the same time the 
burden on respondents. All these challenges were addressed in the Communication presented by the 
Commission in August 2009 on the production method of EU statistics6, as well as the joint ESS 
strategy7 on its implementation, aiming at reengineering the ways of working in the ESS in order to 
make it more efficient and flexible. The proposal suggests replacing the current prevalent model, 
the “stovepipe model”, with an integrated model to develop, produce and disseminate European 
official statistics, taking into account a full implementation of the “European Statistical Law”8, with 
a view to improve efficiency and reduce costs and response burden. The proposed “integrated 
model” is an innovative way of producing statistics, based on both horizontal and vertical 
integration.  

In this context EUROSTAT is working on a global framework regulation - FRIBS Project – with 
the aim “to bring integration, streamline, flexibility and a reduction of the response burden in 
business statistics in the EU”9. The FRIBS will establish a common framework for the collection, 
compilation and dissemination of European statistics related to the business sector.  

In the draft regulation, under discussion,  it is stated that: “Business statistics are, in the broad sense, 
the set of primary data compiled by national statistical authorities to measure the economic 
activities carried out by the business sector contributing to the GDP” – recital 1.- and in recital 8: 
“The provision of harmonized statistical information of the economic activities of the business 
sector requires that the MSs use common statistical standards for the identification and definition of 
statistical units. In this regard, the enterprise should be established as the main statistical unit for 
business statistics.”   

These sentences contain  some relevant aspects to be highlighted: 

a) It refers to the set of “primary data” where primary could mean “point of attachment” for the 
whole European Statistical System. 

b) The data have to be collected at national level for the compilation of national statistics by the 
National authorities, 

c) For harmonized statistics the data compilation needs – first of all - common standards both in 
definition and identification of statistical units.  The proposed regulation points to the  
development of common criteria and guidelines that have to be applicable in realistic ways to 
guarantee identification of statistical units as similar as possible in all MSs. 

d) The “enterprise” is identified as the main statistical unit for data collection and compilation.   

The FRIBS project identifies the scope as the business sector contributing the GDP but at same 
time does not define the meaning of “business”. If the scope represents the boundary in which to 
identify what is in and what is out, the first stage for an enterprise definition is to have a better 
understanding the meaning of the “business concept”.  

                                                 

6 COM (2009) 404 on the production method of EU statistics: a vision for the next decade, 10.08.2009 
7 Presented at the ESS Committee meeting on 20.05.2010, doc. No. 2010/05/6/EN 
8 Regulation (EC) 223/2009 of the European Parliament and of the Council of 11 March 2009. 
9 FRIBS project, progress report. BSDG meeting, June 2012  



 

9 

The etymology of "business"10 is: “the state of being busy either as an individual or society as a 
whole, doing commercially viable and profitable work. It has three different meaning: a particular 
organization, a particular market sector or the all suppliers of goods and services.” In a common 
sense, business rests upon the concept of a private organization engaged in the production and trade 
of goods and services with the objective to earn profit. In a more extended point of view  the 
concept of business may include the not-for-profit units and the state-owned units. 

The use of SNA concepts could help to better identify the scope. Following the SNA diagram 
“allocation of units to sectors”11,  picture 1 identifies a simple path to partitioning the population 
contributing the GDP. The diagram use the three questions: producer/consumer, market/non market 
and public/private. 

The units identified as “only consumer” are out of the scope. The producers can be divided in 
market and non-market producers. Where: “a market unit is a unit that sells in its own will goods 
and services to an independent buyer and the exchanges are made on the basis of commercial 
consideration only, called at “arm’s length” 12 and a “non-market unit is a unit that provides most 
of its output to others free or at prices that are not economically significant”.  

A non-market unit can be public or private not-for-profit. In the first case it can be identified as 
”Public Institution”, in the second case as “Private Institution”. 

The Business sector is identified by the units defined “enterprise” as market producers. A unit is an 
enterprise independently: 

a) its legal status,   

b) the economic sector in which it is engaged,  

c) if it is controlled by a public or private unit, 

d) if it has or does not have the objective to earn profit. 

e) if is a part or not of a Multinational Enterprise 

An enterprise can be a private or a public corporation (engaged in financial or non financial 
sectors), a cooperative and partnerships, a consortium, a private not-profit unit, a sole proprietorship 
or freelancer, a branch, partnerships without legal status, an association serving non-financial 
corporation. 

Enterprise, Public Institutions and Private Institution cover the whole population carrying on 
economic activities contributing to the gross domestic product. 

The proposed approach to identify the scope of the enterprise definition might not be consistent in 
the case of some Multinational Enterprise. The cross-border transactions between affiliates located 
in different countries can occur without market consideration (transfer pricing). If the market 
concept is used, the question is: in which market and for which market do we need to define the 
scope.? Is it possible to speak in terms of local, regional, national, European, global market. In 
particular, and for our purposes, scope at global and national level could not be considered in the 
same manner. The market approach has to be evaluated in terms of the boundaries 
(National/European/Global) in which the scope has to be applied. 

 

                                                 

10 http://it.wikipedia.org/wiki/Business 
11 United Nations - System of National Accounts 2008, chapter 4, Figure 4.1 
12 United Nations - System of National Accounts 2008, chapter 3, 3.119   



 

10 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

Picture 1 – Identification of the Business Sector (SNA diagram) 
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3 TOWARDS A NEW DEFINITION OF ENTERPRISE  

3.1 The revised definition of legal unit  

The legal criterion is one of those on basis of which the regulation 696/93 defines the statistical 
units. 

“To constitute the enterprise unit, use is made of legal units that exercise, wholly or partially, a 
productive activity. Legal units include:  
- legal persons whose existence is recognized by law independently of the individuals or 

institutions which may own them or are members of them,  
- natural persons who are engaged in an economic activity in their own right.  
The legal unit always forms, either by itself or sometimes in combination with other legal units, the 
legal basis for the statistical unit known as the 'enterprise'”13. 

This current definition of a legal unit does not seem to be realistic for two specific reasons.  

The first is connected to the concrete and actual practices of the NSIs in setting up and maintaining 
their statistical business registers: the majority of the MS use fiscal and social security sources that 
collect administrative information on the “administrative entity”. These units can or cannot 
correspond to the “juridical” one defined by law.  

An administrative (legal, fiscal,…) entity has obligations and rights defined by laws. The law can 
define administrative (legal, fiscal,…) obligations and rights that governs the relationships between 
the entity and the State and between the natural or legal persons that own the entity. 

Because the administrative sources are defined in the widest possible sense: Administrative sources 
are sources containing information that is primarily collected for other than statistical purposes14, 
it is possible, in the same way, to define the legal unit as: an administrative unit that is primarily 
identified for other than statistical purposes. 

The second reason is that the present definition considers the legal unit just as a single entity. In 
reality a “group” of entities can also be considered a “legal unit” because it can have obligation (e.g. 
accountable) and right. In most countries the group can have “juridical” status because recognised 
by law. Furthermore in the last years some national legislation regulates the relationship between 
the entities of a group15. 

A revised definition of legal unit could be the following: 

A legal unit is a unit that is not primarily identified for statistical purposes. It can correspond to the 
entities collected in legal, fiscal and other administrative sources. A legal (fiscal, administrative,…) 
entity has obligations and rights defined by laws. The law can define legal (fiscal, 
administrative,…) obligations and rights that governs the relationships between the entity and the 
State and between the natural or juridical persons that are the owners of  the entity. 

A legal unit can be a “single” entity, controlled or not controlled by any other entity, or a “group” 
of entities under common control (Enterprise Group – EG).     

                                                 

13 COUNCIL REGULATION (EEC) No 696/93 of 15 March 1993 on the statistical units for the observation and 
analysis of the production system in the Community 
14 EUROSTAT, Business Register Recommendation Manual, Chapter 20.  
15  See the so called “domain contract” or “hierarchical coordination contract”. 
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3.2 The revised definition of Enterprise Group 

An Enterprise Group is an association of legal units bound together by legal and/or financial links 
and under common control. An enterprise group is financially controlled, either directly or 
indirectly, by its Global Group Head (GGH).  

The GGH is defined as the parent legal unit which is not financially controlled either directly or 
indirectly by any other legal unit. 

An Enterprise Group (EG) is managed by one or, in some cases, more Ultimate Controlling 
Institutions (UCIs). 

The UCI is defined as the unit where the enterprise group level strategic decisions are taken. 

The Ultimate Controlling Institutional unit (UCI) is decided using an economic concept that states 
the UCI is the subject that takes ultimate decisions about the group, or holds the real power of 
decision and control over all the legal units of the Group. Very often the UCI corresponds to the 
GGH. In some cases, it does not correspond. These cases are when the GGH is a ‘Private Equity’, it 
is located in a country that is a so-called “Tax haven”, or in an offshore financial centre, it is a 
Public administration or a natural persons or a family.   

Furthermore in some cases under a common GGH it is possible to identify more than one UCI – 
this is very often in case of groups controlled by Public administration - that refers to  different sub-
groups with different decision centers and with different consolidated accounts.  

The definition of control is16: 

Control shall mean the ability to determine the general policy of a legal unit by choosing 
appropriate directors, if necessary. A single institutional unit (another corporation, a household or 
a government unit) secures control over a corporation by owning more than half the voting shares 
or otherwise controlling more than half the shareholders’ voting power.  

Indirect control means that an institutional unit may have control through another (or several)  
affiliate(s) who has (have a common) control over unit A. 

Control can be exerted via effective minority control without owning more than half of the 
shareholders’ voting power or more than half of the shares. 

Control can be exerted by a government through a legislative decree or regulation, which 
empowers the government to determine corporate policy or to appoint the directors. 

“As can be seen from the definition, control implies the ability to determine the strategy of an 
enterprise, to guide its activities and to appoint a majority of directors. In most cases, this ability can 
be exercised by a single investor holding a majority (more than 50%) of the voting power or of the 
shares, directly or indirectly. Control can be affected by agreements among minority shareholders 
or if some shareholders are absent in meetings. It is also possible that some shareholders might have 
shares with limiting voting rights or the voting rights are temporary suspended or the transferability 
of shares might be forbidden.”17 

                                                 

16 EUROSTAT, Business Registers –Recommendations Manual – 2010 Edition 
17 EUROSTAT, Recommendations Manual on the Production of Foreign AffiliaTes Statistics (FATS) 
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3.3 Basic concepts and constraints 

Because the objective of the business statistics is to collect economic information, they have to 
identify statistical units that  effectively carry out an economic activity  using production factors. 
Legal units are a construct of law and administrative rules and thus do not always reflect economic 
reality. 

A single legal unit may have merely administrative or fiscal purposes, it cannot carry out a 
productive activity despite the fact that it is legally recognised or it can have ceased its productive 
activity having not declared such cessation to the administrative authorities.  

In case of group of legal units, the legal structure or perimeter of the group, identified – in terms of 
control - by the highest consolidation level, can differ from the actual economic one. Some EG can 
be the aggregation of different sub-groups with only financial links without any economic 
relationship. This is the case of large and heterogeneous conglomerated groups often controlled by a 
family or a Public institution. So, in case of large and complex units, the “legal” perimeter of the 
group can be considered as the starting point with the need to perform in-depth analysis for the 
identification of the statistical units.    

3.3.1 The concept of autonomy 

The concept of “independent” or “autonomous” is the basic element to be considered to define the 
statistical unit “enterprise” 

From a semantic point of view autonomy (from αυτο – auto, "self" + νόµος - nomos, "law") means 
"one who gives oneself its own law”18. Furthermore the philosophical theories of I. Kant19 identify 
the autonomy concept in relation to the individual freedom: an autonomous person is free if his/her 
actions are expressed in it from the own will and not the will of someone or something  

In a similar fashion, we can identify a person (physical or legal), engaged in economic activities, as 
autonomous when it can take decisions (economic - productive – financial –  organisational) in its 
own will and with limited external influences.  

A general definition of autonomy could be the following: 

A person (physical or legal) is autonomous when it has the control of the use (may not be the owner 
from a legal point of view) of the nearly whole productive means, of the nearly whole productive 
process, of the nearly whole productive outputs of the economic activities in which  it is engaged. 

The proposed definition of autonomy is too general to be applied to the complex reality of the 
economic operators, especially when identification of these operators is fundamental for the 
statistical data collection. There is the need to quote the concept of autonomy – for statistical 
purposes - with some well identified criteria. 

The market orientation criteria is the most useful indicator of autonomy and and it is the most 
practical, objective, observable and therefore measurable criterion that can be applied. 

Market means the power to determine the price in transaction of goods or services: “market prices 
for transactions are defined as amounts of money that willing buyers pay to acquire something from 
willing sellers; the exchanges are made between independent parties and on the basis of commercial 

                                                 

18 Wikipedia 
19 Stanford Encyclopaedia of Philosophy: Kant Moral Philosophy, 2004 
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considerations only, sometimes called “at arm’s length”. The market orientation is the “normal” 
situation in market economy: what to produce and how to produce is a decision taken by the 
producer on the basis of the expected demand, the expected cost and therefore the expected 
earnings.    

The market orientation of an economic operator is a necessary condition to identify an autonomous 
statistical unit but it is not a sufficient criterion. 

A statistical unit enterprise to be well identified, and stable over time, and useful for statistical data 
collection must be recognized as an organizational unit capable to provide meaningful economic 
figures.          

Organization means: for the economic activities in which the economic unit is engaged, a planned 
and formal structure, is identified. This structure is able to govern – through appointed managers - 
the whole business processes. 

Meaningful economic figures means: to have available information systems to control and to report. 
From these systems meaningful real economic figures can be provided, also for statistics. If an 
internal information systems is not available to the unit, its autonomy – because it cannot have the 
control of productive process -  is very doubtful. 

3.3.2 The constraints to identify the enterprise  

Before discussing the proposals on both the new definition of enterprise and the operational rules 
for the enterprise identification, there is the need of a description of the, practical and theoretical, 
constraints in which this definition and the rules have been developed. Two main identified 
constraints are: a) the  massive use of administrative sources to guarantee reduction of statistical 
cost and burden and b) the cluster and global vision of the economic operators. 

a) The  use of administrative sources - In last decade the issue of using administrative data more 
extensively for statistical purposes has moved noticeably higher in all MSs. The main reason of this 
massive use is because the increasing demand of statistical information is connected with the need 
of NSIs to reduce the collection costs and the respondent’s burden. . Furthermore the recent 
progress in information technology has made it easier and less expensive to handle large volumes of 
data and has opened up new possibilities for linking different statistical and administrative 
databases.. Last, but not least, administrative sources often give complete, or almost complete, 
coverage of the target population, whereas sample surveys cover a relatively small proportion. The 
use of administrative sources therefore eliminates survey errors, removes (or significantly reduces) 
non-response, and provides more accurate and detailed estimates for various sub-populations. These 
benefits put the issues of consistency in definitions and classifications into the background. The 
legal (or administrative or fiscal) unit – and not the statistical unit enterprise -  is used as 
observational unit to collect a large amount of data from administrative sources able to produce a 
wide range of statistics like accountable, employment, trade. This concrete situation has to be 
considered to propose a new definition of enterprise, with the objective to avoid having a “good 
theoretical concept” but not applied in practice.  

b) The cluster vision of the economic operators - In the modern economic world the enterprises 
have increasingly chosen to organize and conduct their business operations in the form of a cluster 
of various separate corporations, rather than as a single corporate entity. Therefore, the largest 
enterprises typically evolve as a complex, large-scale business network, where the different parts of 
the business are allocated to a group of affiliated corporations (subsidiary corporations). The global 
co-ordination is obtained through the submission of such “pseudo-legally independent” parts to a 
common economic strategy. The management of the whole is exercised by headquarters. 
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The main element characterising the global economy is that the transfer of capital, labour and 
technology takes place with increasing speed. The decisional processes necessary have to be 
accelerated. For this reason the new organisational systems of the large and complex enterprises are 
the so called “short chain organisation”. The new technological systems (like SAP) and the  new 
international accountable standards (IRFS) both allow and constrain the top management to collect 
all needed information in a short time to take its decisions.  

In this situation the control of parent corporation over the subsidiaries is not limited on the 
“financial or strategic” aspects but focuses more on decisions of resources allocations, locations  
where produce and markets where sell goods, price strategies, communication and advertising 
strategies,… .  

In the complex (global or national) economic units short/medium/long time and strategic/current 
decision lose their meaning:  

in case of EG (national or global) the headquarter may take all type of decisions – strategic and 
current - in own will and free from external influences, because it has the control of the whole 
productive means, of the whole productive process, of the whole productive outputs of the economic 
activities in which it is engaged.  

In the present statistical data collections this organisational vision of the large and complex 
economic units is not considered. 

Also the new SNA 2008 and ESA 2010 do not consider the group of corporations as an institutional 
unit because: “…. However, each individual corporation should be treated as separate IU, whether 
or not it forms part of group……Although the management of a subsidiary corporation may be 
subject to the control of another corporation, it remains responsible and accountable for the conduct 
of its own production activities…….Another reason for not treating groups of corporations as single 
IU is that groups are not always well defined, stable or easily identified in practice”20.  

This approach is not changed between the old and the new SNA/ESA, even if – after 20 years of 
application of ESA rules – it is evident that the subsidiaries are often not responsible and 
accountable for what they produce (they are pure internal subcontractors). Furthermore the stability 
of legal units is not proved to be greater than the one of the EG they belong to. 

The new SNA 2008 and ESA 2010 do not consider the “global” organization of the complex 
business unit. Even if some efforts are done at National and International statistics organisation (e.g. 
the UNECE document “THE IMPACT OF GLOBALIZATION ON NATIONAL ACCOUNTS” 
stated that “ …. a view of the operations of the MNE as a whole can help national statisticians to 
make appropriate estimates for that part of the business which should be recorded in their national”) 
a lot of work has to be done. 

It is time to change the approach both in European Statistical System and in each National 
statistical System. The proposal of the new definition has to take in consideration that the starting 
point for the delineation and  identification of the statistical unit enterprise has to be the “cluster 
vision” and the “global vision” of the large and complex economic operators.    

                                                 

20 United Nations - System of National Accounts 2008, § 4.51 and 4.52 
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4 THE PROPOSED NEW DEFINITION OF ENTERPRISE . 

4.1. The proposed new definition  

As regard the statistical unit “enterprise” the following definition is proposed: 

A statistical unit Enterprise is an organizational market oriented unit which benefits from sufficient 
degree of autonomy in decision-making. An enterprise carries out one or more activities at one or 
more locations. Meaningful data for statistics can be provided for this unit. 

The Enterprise can correspond to a single legal unit (not controlled by any other legal entity), an 
enterprise group as a set of legal units under common control, or an autonomous part of an 
enterprise group. 

Organizational means: for the economic activities in which the enterprise is engaged, a planned 
and formal structure is identified. This structure is able to govern the whole production processes 
managing the whole productive means. 

Market means: the enterprise is a statistical unit that sells in its own will goods and services to an 
independent buyer and the exchanges are made on the basis of commercial consideration only, 
called at “arm’s length” (at economically significant prices.). If not all of the exchanges are made 
at arm’s length, the 50% criterion has to be used: the unit is market oriented if more than 50% of 
its total cost is covered by exchanges made at arm’s length. 

Sufficient autonomy means: the enterprise has the control of the use (may not be the owner from a 
legal point of view) of nearly the whole productive means, processes and outputs of the economic 
activities in which it is engaged. 

Meaningful data for statistics means: a set of core variables (including P&L and elements of 
assets and of liabilities) exists for the enterprise, or it could be possible to get meaningful estimates. 

The proposed definition states that the statistical unit “enterprise” corresponds both to a single legal 
unit performing independently market economic activity (in rare cases, a large single unit might be 
split in several enterprises) or an aggregation of (parts of) legal units. In case of EG it is assumed 
that the flows of goods or services, that happen inside the group perimeter,  do not identify market 
transactions because they are not at market prices. The need to individuate in some case, a 
partitioning of the EG is connected to the existence of groups organised in different parts (profit 
centres, segments,…) that have a sufficient autonomy to be considered as independent statistical 
units.  

To have a common definition of the enterprise is a necessary element to guarantee horizontal 
consistency between the statistical data collected by NSIs, but it is not sufficient. There is the need 
to establish some specific operational rules for the identification of enterprise unit.  These rules 
have to be applicable in practice especially in collection of meaningful data for business statistics.   

The following paragraphs describe the rules21 that can be applicable in case of both sole legal units 
and enterprise group.  

The proposed rules are not exhaustive and they have still to be assessed before accepted.    

Even if the operational rules cannot be considered as part of the definition, to guarantee the more 
consistent delineation of the enterprise they have to be considered as mandatory. 

                                                 

21 The proposed rules are not exhaustive.  
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4.2. The operational rules: the case of a sole legal entity  

The “single” legal entities, represent the great majority of the units for which business statistical 
data have to be collected. For these units the use of administrative data is a “must”. 

Operational rule 1.1 - In case of single legal unit the presence of turnover and/or employment is 
considered as a proxy indicator to consider this unit as a statistical unit “enterprise”. 

Operational rule 1.2 – A legal unit without turnover and employment can be considered a 
statistical unit “enterprise”, in the reference year, in presence of relevant investments (e.g. 
expenditures for machines, building,…) that identify the starting of a new business activity.  

Because of the presence of different administrative and fiscal National laws, thresholds (in case of 
enterprise without employees) and stability criteria over time have to be identified and the figures 
grossed up to the total population. The aim is to guarantee better comparisons at European level of 
the National figures. This is necessary especially regarding the  statistics on the enterprise’ structure 
and evolution, the analysis on productivity and competitiveness, the production of the demography 
and entrepreneurship indicators. The identification of these specific criteria and the grossing up 
procedures will be addressed by the WP2 of the ESSnet consistency.   

Operational rule 1.3– A non-profit unit is deemed to be a market enterprise if the turnover covers 
at least 50% of the labour cost of the unit. 

Operational rule 1.4 - A single legal unit is treated as an enterprise, if it is active in the reference 
year.  

4.3. The operational rules: the case of a group of legal entities  

The proposed operational rules are valid as regards both the Global and purely National EGs. The 
relationship between a global group and its national parts will be discussed in the next paragraphs. 
From a theoretical point of view only the Global (or pure National) EG has complete autonomies in 
decision making. Because of the complexity and the heterogeneity (in terms of different activities 
performed) of an EG, from a statistical point of view it makes necessary to identify some rules to 
better delineate the statistical units.  

Operational rule 2.1 - The profiling technique and the top down approach are the appropriate 
methodologies to delineate the statistical unit enterprise in case of a group of legal units. 

Because of the costs of the profiling technique, this methodology will be applied differently to the 
Multinational Enterprise identified at European level and to the relevant purely National EG 
according to size and complexity criterions. The relevance is connected on the specific economic 
structure of each country with commonly defined criterions. 

Operational rule 2.2 - The identification of the statistical unit enterprise must be made on the basis 
of the group structure identified by the European Group Register (or by the National Registers). The 
group structures are those identified by the UCI and not by the GGH  

Most of the enterprise groups perform their activities under a single management and describe 
themselves as acting in a single economic area (e.g. groups operating in transport, in retail sales, in 
financial sectors).  

Operational rule 2.3 - If one enterprise group performs its activities under a single management 
and views itself as operating in one single economic area, it is identified as a single autonomous 
enterprise.  

Some enterprise groups (or sub-groups) may decide to organise their activities in different so called 
“profit centre” or “operating segments” . An operating segment is a component of an entity that has 
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discrete financial information available, and whose results are reviewed regularly by the entity's 
chief operating decision maker for purposes of performance assessment and resource allocation. An 
operating segment generally has a segment manager who is accountable to the chief operating 
decision maker for the results of the segment.”22. Each of these segments (later identified as EG 
Segment) can be considered, for statistical purposes, as autonomous business inside the EG. 

Operational rule 2.4 - If the EG Segments are observable (their existence are proved in the 
reporting system of the Group), they are the starting point to identify and delineate the enterprises.  

Operational rule 2.5 -  If one EG Segment inside a Group  represent a way on which the “group” 
itself performs a specific productive activity (it means that it contains all necessary means of 
production and accesses to all necessary controlling systems), it has sufficient managerial 
capabilities to be considered as a single autonomous enterprise and the previous rule 2.3 is 
applicable. 

Operational rule 2.6 - If inside an EG Segment there are single market oriented legal entities, 
owning all factors of production, carrying out activities not strictly linked with the disclosed 
segment and separately managed, they have to be considered as autonomous enterprises.     

Operational rule 2.7 - If one EG Segment performs ancillary activities (administration, IT, 
wholesale, transport…) for other EG Segments and the main part (more than 50%) of its 
transactions is with other EG Segments it has to be considered as a serving EG Segment. In this 
case it is not considered an autonomous enterprise. The outputs of the serving EG Segment have to 
be considered as intermediate consumption for the other EG Segments and its accounting data has 
to be consolidated to identify the autonomous enterprise.  

Operational rule 2.8 - If one EG Segment manages different factors of production (own land, 
buildings, equipment, or being nominal employer)  for other EG Segments it has to be considered as 
a serving EG Segment. In this case it is not considered an autonomous enterprise. The different 
factors of production have to be consolidated  to identify the autonomous enterprise.  

Operational rule 2.9 -  The vertically integrated activities (as well merged in a unique EG segment 
as considered in separate EG Segments inside the group or sub-group) have to be considered as one 
and a sole autonomous enterprise.  

Taking in consideration the NACE 23 manual, the following rule is valid: 

Operational rule 2.10 – The R&D activities, if separated business line inside the EG, have to be 
considered “autonomous” enterprise.   

 

  

                                                 

22 http://www.accountingtools.com/dictionary-operating-segment 
23 EUROSTAT, Nace introduction guidelines, § 53 
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5 THE GLOBAL /NATIONAL COHERENCE IN ENTERPRISE DEFINITION  

The proposed definition of enterprise and the identified operational rules can be applied both in the 
case of the Global and the purely National Group. The main problem that arises in the proposal is 
the relationship and the coherence, from a statistical point of view, between the Global structure of 
a MNE and its National parts.  

The ESSnet profiling of MNE well describes, in its reports, the relationship between the global and 
national economy and the need, also for national statistics, to take into account the global vision of 
a MNE for the delineation of the national statistical units. Furthermore the ESSnet profiling well 
defines the concepts of Global and Truncated (National) Group and Global and Truncated 
(National) Enterprise and identifies the relationships between these units. 

The methodology of international profiling developed by the ESSnet profiling proposes a totally 
renewed process through global profiling towards national profiling: it is based on a top down 
approach and needs a new conceptual model of statistical units.  

The theoretical model developed is showed by the following diagram24.  

 

 
The model suggests a strict coherence between the global vision of the enterprise and its National 
parts: there will be, per country, only one truncated enterprise (TEN) belonging to one global 
enterprise (GEN).  

From a conceptual point of view, and following as highlighted in point “cluster vision of the 
economic operators” of the previous § 3.3.2, only the Global Enterprise can be considered as an 
autonomous economic unit, because it organises itself globally and it has the ability to control and 
manage the whole productive means, even if they are located in different countries. In this way each 
“National part” – the TE – cannot be considered as an autonomous enterprise.    

                                                 

24 ESSnet on profiling on large and complex MNEs: Report on Work Package B: Statistical units, 2010  
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At the same time the proposed “global” approach has a heavy impact on the present production of 
Business Statistics data and NA estimates. The European statistics are produced on the basis of the 
concept of “residence” while the large and complex enterprises work globally.  

The main problems are connected both to the economic classification of the units and to the 
treatment of the cross-border flows between affiliates 

A simple example can explain these problems. 

A MNE is located in two countries with three Legal Units – one unit (LU1) in country A, that can 
be considered as the UCI, and two subsidiaries (LU2 and LU3) in country B. The global activity of 
the MNE is manufacturing of… The following picture25 presents the relationship between the three 
legal units, of an EG, in terms of economic flows.  

In terms of economic activity no contradiction exists between the Global and the National parts: 
because there are internal (national) intra flow between LU2 and LU3, the second can be considered 
as performing supporting activities for the manufacturing unit inside the country B. LU3 is not an 
autonomous unit both at global and national level. In this case it is valid to consider that for one 
Global Enterprise only one National Enterprise exists. 

The Value Added of the Global Enterprise correspond to the sum of the VAs of the TE1 and TE2. 
The main problem that arise is the different levels of VAs that are possible estimates for  TE1 and 
TE2 using different criteria in evaluation of the cross-border flows: if they are evaluted, as 
recommended by SNA26,  in terms of market prices (the consolidation is not taken into account at 
National level) we are in presence of a VA’ overestimation of the TE1 and, on the other hand, of a 
VA’ underestimation of the TE227.    

 

 

 

 

 

 

 

 

 

 

The next picture describes a different situation: flow does not exist between LU2 and LU3, but a 
cross-border flow exists between LU1 and LU3, the second sells, in country B, goods produced by 

                                                 

25 Norbert Rainer: presentation “Improved, new, operational, etc. definition of the main statistical units for European 
business statistics”, Riga WS, 2012.  

26 United Nations - System of National Accounts 2008, § 3.132 
27 Under the hypothesis that the “estimated” market price is higher than the actual (transfer) price.     
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another unit of the same Global Group in country A. This small change increases the problems. In 
addition to the problem of the evaluation of cross-border flows, for National micro and macro 
statistics (as they are defined in the present regulations) two different data collections are needed in 
country B: data from LU2 and data from LU3. These economic data have to be classified in  
different economic sectors (manufacturing and trade). 

 

 

 

 

 

 

 

 

 

The example shows that the production of European figures cannot be the results of the “pure” sum 
of the National (even if “consistent”) figures – as they are defined by the present regulations28. 

To find a solution of this Global vs. National incoherence is still under discussion, as also under 
discussion is the identification of the “better” relationship between the Global enterprise and its 
National parts and the criteria to delineate the Truncated enterprise starting from the Global one. 

Every possible solution has to guarantee: 

• The support of  the present “National” view in National data collection and dissemination 

• To start, in a short time, the construction of an (concrete, – not only theoretical) alternative 
statistical vision based on the concepts and methods that “exclude the boundaries“ of the EU 
countries in data collection. 

The proposed new definition, and rules, can improve the coherence in delineation of National 
enterprise to guarantee more comparable statistical information between EU countries. But they 
have to be applied in the same way (same rules) in the delineation of the Global enterprises: the 
definition does not change, the “territory” where it is applied changes (from the National to the 
European territory).  

 

                                                 

28 Some of the statistical outputs are invariant with respect to the elements related to globalization: this is the case of 
statistics related to the “physical production” – like PRODCOM and STS indicators on production -  or statistics 
related to the labour and entrepreneurial analysis. In case of other outputs, above all Structural and Trade statistics, 
the globalisation of economy has  a very big impact on the National statistics 
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