2ND UNSO MEETING ON SERVICE STATISTICS : STOCKHOIM, NOVEMBER 1987

AGENDA ITEM 3 : STATISTICAL URITS FOR SERVICES INDUSTRIES

{Peper Prapared By Australian Bureau of Statistics)

k§ . IRTRODUCTION

1.1 The Australian Bureau of Statistice (ABS) has an ongoing
program of industrial censuses and surveys in order to
provide statistics on the structure, cperations, ocutput and
parformancae of major indugtry sectors of the Australian
econeny. It includes rasgular cansuses of agriculturae,
mining, manufacturing, and elactricity and gas utilitiaes,
and less frsquent censuses or sample aurveys of retailing
and salacted services industriaes, wholesaling, construction
and transport, MNonthly or quarterly collections are alsoc
wides bahsi by pavrids lLinluatuvis w8 uuwiewsubh avllvliy Li a
number of these industries or to assess broader econonic

aspeacts such as capital expanditure, stocks and cperating
surplus by industry.

This paper outlines the Australlian experienca in develeping
appropriate statistical units for surveying businesses
primarily engaged in the provision of certain personal,
proparty, business and technical services, This outline,
and the brief discuasion of soma of thae morae important
issues underlying ths delinsation of appropriate
etatistical units which follows, 1s preceded by a breoad
description of the ABS program of industrial statistics and
the statlstical infrastructure which supports the program.

2 ABES PROGRAM OF INDUSTRIAL STATISTICS

2.1 Largme scale statistical collections of agriculture and
manufacturing have besen conductaed in one form or another
since the last century. To a large axtent, annual gehsuses
of agriculture, manufacturing and mining, and pariedic
censuses of the retail industry, conducted up to the late
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13508, were conducted independant of sach ather. The lists
of businesses coverad by gach cansus were built up largely
independantly of one ancther, with no graeat attantion given
to the miitu:a of activitiea undertaken by businesses which
night straddle more than cone industry sector (s.g. a
business which angagad in both manufacturing and
setailing). Alsc, not all tha informaticn was collected on
a consistent definitional basis across the mectore
concarnad,

As a result, there ware considaerable limitationa on the
statistics preoducad - lack of relatability and
comparability and unnecessary duplicatien in collections,
To remedy thesze defects and te pave the way for wider
covarage of aconomic activity, in the mid-1560s the ABS set
aksuk dsvelaping a feamasyash wiehin whish imdussyy
statistics could be collected in a more intagratad way. &
major milestone was reached with the conduct of integrated
censuses of manufacturing, mining, gas and alectricity,
retailing and wholesaling in respect of 1968-65, From this
basis, the ABE has continuad te develep and extend a
Program of intagratad industrial censuses and SuUIVeyYs. AR

cutline of the program from 1577-78 is centained in
Appendix 1.

Integrated industry collections require a framework of
conceRrts as well as opsraticonal facilities for impliammnting
them. The anatomy of the componants of the sconomy ang
thelr interrelationships which ars inherant in the System
@f National Accounts provide the concaptual framework for
Lhe vollevhbivy wl stalislics wn lndustry., 2n order to
produce industry statistics within this concaptual
framework, it has baan necessary feor the ABS to develop:

. A atandard definition of business unite.

- A standard classification of industries to which

pusiness units can be classified in a wutually
exclusive way.
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. A registsr of business units, centaining not only namaes
and addresses but also the characteristica of thailr
hisrarchical structure, the organisation of their
activities and thelr related induatry clasaificatiocn,
so that the population to be coversd by a particular
industry collection can ba dalineatsd with reasonable
precision.

. Standard definitions of the itams of data to be
collected, so that the statistics collected ars
conaistant and comparable within and across industriaes.

2.4 Basad on thess units and induetry oclancifiocations tho ABC
has develcped a cantral registar of businesses centaining
names a2nd -addresses, the hisrarchical links bestwaen
statistical enterprises and their establishmenta (sea Part
3 balow) and their industry classification. Tha central
ragister of businesses enables tha ABS to identiry the
populatisn of bkusiness units from which information is
collected in respect of each particular industry census or
survey. It aliminatas overlaps or gaps between collacticns
in raspact of different industry sectors and ensures

condistant delineation of the business units for which data
ars collected.

2.5 Ragarding data items, standard dafinitions are used across
all industry collectlons for employment, wagas and
salaries, turnover, capital expandituras and stocks;
standard definitions for commodities, ie goods and
services, have been astablished through the Australian
Standard Commodity Claseification (which is compatible with
the Australian standard commedity classifications of
imports and exporta). The adoptiopn of thesse standard
definitions ansuras that the data collected on the same

itenn are consistent and comparable both within an industry
and acroas diffarent industries.
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3 STATISTICAL UNITS IN INTEGRATED ECONOMIC STATISTICS

3.1 The ¢onceptual framework for thae definition of statistical
units in the Australian systam of integrated ecoromice
statistics is vasaed on intsrnational standards recommended
by the Unitaed Nations Statistical Office in the documant
A System gf National Accounts UK, New York, 1968 (SNA).

The detailed documant dascribing the Australian framework

is Standards for Statimtical Units in Austraiian Integrated
. Economic Statistics (88U}, Copies of the S8U have haen

provided to all statistical agencies participating at this

mneating.

Diagrammatic Overviey

3.2 The different classes of'unita in australian intégrat¢d
scononlc statistics are linked in a hierarchic fashion.
The main hierarchic links ars shown in the diagram helaw.
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In the diagram, the links represented by unbroken lines
indicate the minizum necessary hierarchic links between tha
classes of units in an antarprise group. The link
reprasanted by the broken line, ie between the enterprise
and thae ancillary unit, means that an enterprise can, hut
nesad not have an anciliary unit(s), In addition, each
highar level unit in an enterprise group, eg sach
snterprise, can, but need not consist of mors than ons
lower level unit, eg establishments. Howaver, thare is cne
exception. This is that ancillary units usually consist
only of cna location sach. Othar tyres of relationships
batween different classas af units (eg betwean ancillary
units and the establishmants sarvaad by thenm) are not
detalled in this paper. A unita nodel based on msuch a
diagran provides the atandard framewsrk for the systematic
recoxrding on the central ragister of businasses,

As indicatmd in the above table the units in the diagram

are classed as fundamental units or standard units. These
are further described balow:

(1) Fundamental units comprise tha lesgal/cparating
units, namely legal antities and the locations at which, or
from which thay oparats. They form the components from
which standard or statistical units are formed,

{id) Standard or statistical units are the units within
the framework of integrated eccnomic statistics from and
about which seneistical infermatian is collactad. Theaa
units are divided inte two catagories: ‘'basic' standard
units (ie entarprise groups, sntarprises, sstablishments
and anoillary units) and units derivable from basic
standard units or hybrid units. Hybrid units are deriveq
from the basic atandard units, An exanple of a hybrid unit
is the enterprise/sState unit which covers all the
oparaticns of an entarprise conducted at or #from all eof its
locationa in a State or Territory. Definitions of the
fundamental and basic standard units follow.

e e e T ————— = = . o man R C e e R FEr T
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Legal Entity Unit

3.5 The concept of a legal entity employed in the Augtralian
system ls much broader than the strict legal intsrpretation
of this term and encompasses all the formg of organisation
such as companies, sole proprietorships, partnerships ang
trusts. Por statistical pPurpoies a laegal antity is defined
48 2 unit covering all the operations in Australia of an
entity posaesaing seme or all of the rights and obligations
of individual perscns or corporations or which behaves as
such, at lsast in respact of those matters of concern for
economic statistics. Statistical legul entities aye used
as the basic building blocks for defining the owning ang
financing bpasic standard units in the Australian systam.

Statistical Enterprisa

3.6 The narrowar owning and financing unit used in Australia,
tha atatistical entarprise, is defined, in general terms,
as a unit covering all the opexations in Australia of a
single cperating legal entity. However, provision is madae
to allow companies to be maerged with other companies to
which they are related in terms of the Companies Acts, to

" form an entarprise. <Companies which are 'non-eoperating' in
that thay do no business, or have no eplovees, may ba
mergad with a related ‘operating’' company to form a
statistical enterprise. Similarly, relatad companias for
which no separate accounts are maintained, other than the
minizmum required for taxation or company ragistratien
purpcsas, may be merged ke form an antearprisa. 8imilar
merging concepts apply alse to the types of entsrprises
which are spacific teo tha Public sector. Provision is alzso
made for splitting legal sntities to form mtatistical
anterprises in circumstances wherse institutional sector
homogeneity would otherwise be significantly affacted,
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Enterprise Group Unit

3.7

The broader owning and financing unit used in Australia,
the enterprisa group, is defined as & unit covering all the
operations in Australia of a group of conmpanies which. are
related in terms of the uniform Companies Acta.

Location Unit

3.8

A lccation is a single, unbroken physical area, eccupied by
an snterprise, at which, or from which, the enterprise is
engaged In productive activity on a relatively permanent
basis, or at which the enterprise is undertaking capital
sxpenditure with the intention of commencing productiva
activity on a relatively permanent basis at scme timae in
the future. The location unit ia the basmic unit frem which
statistical establighments and ancillary units are formed.

Statistical Establishment

3.9

Three 'location-based' statistical aestablishment unit
definitions are used in the Australian aystan of integrated
econonic statistics. Thesa are unita covering:

(a) all the operations of an enterprise conducted at or
from a sinqle lecation (singls location unit),

{(b) all the operations of an snterprise conducted at or
from all of its locations in a 3tate/Territory"
predoninantly engaged in activities prinmary to a givan
industry (enterprisa/State/industry unit), and

{<) all the cperations of an sntarprise conducted at or
from all of it= locations in. Austpralia predominantly
sngaged in activities primary to a given industry
(antarprise/industry unit),

L M ol e o
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3.190

An ‘industry'! 1s composed of satatistical establishment and
ancillary units mainly engaged in a specified range of
agtivities. In general, in the Australian system cne of
the abova three definitions is the desicnated establishment
dsfinition for asach induatry so daefinad.

Anclllary Unit (including Administrative Offices)

3.11

An anclllary unit is defined, in general, as a unit
cevering all the coperations of an enterpriss conducted at
or from a single location where those operations are mainly
the provision of servicas to othar locations of tha same
enterprise. Follewing SNA gquidelines such units are
clasalified to the industry of thae astablishment(s) served
rather than te the industry to which the activity carriaed

ocut is primary (when carried out for sale in the open
rarket).

RESDONLENT LOAD

tne of tha major objactives of tha ABS is to maintain an
appropriate kalanca betwaan nesting tha statiatical needs
of government, business and other smectors of +he community
and keeping within reascnable limits the reporting load
inmposed on those bhusinesses which supply the basic data,

Soma of the main methoda used in industrial surveys ara:

. Using sampling tachniques rather than complete
anumsration wherever possible.

' Using size cut-offs, or other coverage restrictions,
in order to axclude from collections those businesses which
in total do not make a significant contributien to the main
statistical items produced hy the collections.
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. Using abbreviated Zorms to aveld asking smaller

businessaes to provide all the detall needed from larger
businessas.

TUaing forms tailored specifically to the known
activities of each individual busineea, thu= reducing the

Gize of forws by eliminating items not relevant to that
businase.

il COTITrAST TO #OmME (MOST, DTRAr Countriaes, tha acs program
of indumtrial statistics makes no diract use of statistical
data from administrative records of other government
agencies in ordar to reduce collection costs and respendenz
load. Information provided by businessss to the Australlan
Taxation Offica is, howgver, used axtensively to maintain
tha ABS's cantral ragister of businesses,and in the
compilation of "incowa~basad" aestimatss of GDP and industry
groma product at currsnt pricas.

-

ABS SERVICES INDUSTRIES SURVEYS

Integrated censuses of retail and a limited range of
parscnal services industries have bean conducted for
1368-65, 1873-74 and 1579-80. An integrated census of
retail industries was conducted in respect of 1985-86,

A significant extension to the Australian program of
industries surveys is the surveying of varicus businaess,
technical and perscnal services industriss, The surveys
are in two parts - the first with the referenca year
1986-87, the second, 1987-88. This initiative wa= in
responge to the growing importance of these sectors and
conraguential damande for statistics on them by government
and other usars. The ABS has consulted with users on their
reguirements with the aim of identifying tha sarvices
industries and thelr characteristics for which the highast
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prierity nseds exist. The services industries to ba
coversd in the twe ysars wars determined in the light of
these consultations,

The sarvicas industrias invelvad in the gurveys are listed
in Appendix 2 of thia document.

The major statistical output requirements of the two
SUrvays are:

(1} Datailed‘bparationa data to give mome meamure of
profitability of businesses in services industries.

{i1) Size data which enable 4he "small business"
dimension to be analysed.

(1ii) Industry specific activity data.

(iv) Ragional (Stata) data for all of (1), (il) and (iii)
and whers possible, data for areas below State level,

1986-87 SERVICES INDUSTRIES SURVEY (SIS)

Within the conceptual framework deacribed in Part 3 abova,

three possibla collaction units were considered for the
l38€6-87 SIS.

(i) The Statistical Enterprise = all the cperations in
Australia of a single cperating legal entity,

(14 The Single Locatiocn establishment unis - all the

opurations of an enterprise conductad at er from a single
location.

(lii) The Enterprise/state/Industry establishment unit =
A1l rhe nperaricna af an FateTRTise AandAnnted At Aar frem

all of lts locations in a State/Territory, Predominantly

engaged in activitias primary te a given industry.
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When making the decision apout which unit to use, basic
data akout businesses within the selected industriss, held
on_the central ruqistnr'or businesses and, where availabla,
information ektained from pravisus sansusss ware ealianm ines
account. In fact, thers is very little difference betwesn
selecting the enterprise or either of the two establishment
units in terms of the homogenaity of indumtzy data. This
occurs bacause the overwhelming majority of in-scope

sarvices industrias enterprisss are aingle sstablishment
enterprises.

Savings anticipated by adepting "the antarprisa approach",
ie using the statistical enterprise as the reparting unit
(and the unit of observatisn) in the survey include reduced
respondent reporting load and processing costs, while most
of the user requirsments would be satimfied. As a result
the statistical enterpriss wams adopted as the unit about

which data will be collectgd for the two Sarvicas
Induestriss Surveys.

SPECIAL CASES ENCOUNTERED IN IMPLEMENTING STATTSTICAL UNITS
CONCEPTS IN ABS SERVICES INDUSTRIES SURVEYS

This part provides a brilef description of soma of the more
eignificant difficulties or special cases encountarsd with
the application of the statistical units moedel cutlined in

-Part 3 above and describes the solutions adopted (or

propased to bhe adOptedj by the ABS in its two Services
Industries Surveys, '

Cages directly related to the usa of tha atatistical
senterprise as the raporting unit

Exanination ef coverags and specialisation ratioc
informatien resultad in two potantial problem areas with
the enterprise approach, These cases concern travel agency
services (ASIC 5741) of financial snterxprises (FEs) and

local government caravan parks (ASIC $233).
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(a) Travel agancy services of Financial Enterprises

The general cbjectives for defining the enterprise unit
regqulre that enterprises ba units which are reasonably
homegeneous in terms of the institutional sectors defined
in the standard Institutional Sector Classification of
Australia (SISCA). It has thersfore been found necessary
in the past to apply units rules to permit the aplitting of

legal entitias to meeat this requirement in relatlon to sune
of tha inatitutional sectors.

For the 1986-87 $IS an additional splitting situation came
to notice, viz Plnancial Enterprises engaged in significant
Corporate Trading Entarprises (CTEs) activity (ie travel
agancy services activity (ASIC 5741)).

It was found to bs feasible to split the travel agsncy
operations from the Financial Enterprise operations in the
four significant casas.

(R) Local gavernment caravan parka

Local govermment caravan parks ars establishmsnts of local
government administration anterprises (ASIC 7113,
Although numercus, thay were not found to be a substantial -
component of ASIC class 9232 in total and so they were not
treated as a mpacial collsction caaa separate from the
standard enterprise survey. If data were to have baean
collected, a number of financial costas which relata to the
caravan park operations would net have bean able to be
split from the gensral finances of the local goevermuent

authority enterprise and any operating ratios that cenld ke
derived weuld be inconsistent,
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(v)
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purposes. Congequantly enterprises in three diffarent
institutional sectors may be invelvaed. Survey respondents
in the legal servicas industry have gsnerally indicated a
preference for raporting consclidataed data for the
opsxraticns of practices as a whola and net for each

component inscepe enterprise. Similarly, users have sought
consolidatad statistics.

Ixrsatment of entsrprises which only provide services to one
ether enterprise

Relatad to the situation described in (iv) abova, is the
isasus sf €hs apprepriase eveabment of ontorpriasc which
only provide services te one other sntarprise. In relation
to the 1987-88 SIS, the situation arises mainly in
connection with ASIC €383 - Market and business consultancy
sarvices, which includes business managenent services of
tha typa referred to in 7.11. There is a substantial
number of snterprises of this type classified to ASIC 6383,
Thers is soms concern about the charactaristics of theme
units besing atypilcal of the industry and statistics being
swanped by them. oOna posaibla sclution is to give the
"ssrvice~providing" enterprise an industry classification
reflecting the industry of the "servica-using"” anterprise
as 18 dongé in thae case of establishments only engaged in

providing all tha awployment services for another
astablishmant.

CONCTUSION

Ovarall the statistical enterprise is considered to ha the
appropriate statistical unit for business to rapart in, at

+laagt, the first of the two ABS Services Tndustries

Surveys. It must, howlvcr; be stressed that the Australian
expsriencea to data is guite limited. It has been confined
to a restricted range of perscnal, business and technical
services industries, parts of which ara still baing
developad. The ABS is yet to consider thes inclusion of

o
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the quite possibly mora complex industries as far as the
daelineaticon ¢f appropriata statistical units is concernad,
such as Banking and insurance industries and Community
sarvices industzries. '

AUSTRALIAN BUREAU OF STATISTICS
CANBERRA, AUSTRALIA

OctobaYy, 1987
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APPENDIX 1
AUSTRALIAN PROGRAM OF INDUSTRY COLLECTIONS
Raferance Industry scopa
vear
1977-78 Mining, Manufacturing, Utilities (a)
1578-79 Nining, Manufacturing, Utilitlies, Constructien
1979=-80 Mining, Manufacturing, Utllities, Retall, Selected
Sezvices
1380-81 Mining, Marufacturing, Utilitias
1981 =82 ¥ining, Manufacturing, Utilities, Wholaesalae
1982-82 Mining, Manufacturing, Utilities
1983-84 Mining, Manufacturing, Utilities, Transport
1984-85 Mining, Manufacturing, Utilities, Constructicn
19B5-86 Mining, Raetall
1s86=87 Mining, Manufacturing, Utilities, Saxvices
Indusatries: Part 1l -
1987-88 Mining, Services Industries: Part 2
1988=95 Mining, Marmufacturing, Utilities, Transport (b)
1985-30 Mining, Manufacturing, Utilities, Conatruction (b)
{a} Gas and Electricity

(b) Tantative

R e [P ———
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APEENDIX 3

SERVICES INDUSTRIES SELECTED FOR COVERACE IN 1986-88

The industries to be surveyed in raspect of 1986-87 area:

ASICH TITLE

CLASS

5711 . Motor Vehicle Hire

5741 Travel Agencies

9133 Motion Pioture Theatres

93231 - Cafes and Rastaurants

9232 Hotals (mainly drinking places)
8233 Accommedation

$341 Licansed Bowling Cluba

9242 Licensed Golf Clubs

9243 Licensed Clubs n.s.c.

2340 Laundries and Dry Cleansrs
9351 Men's Hairdressars

9352 Woman's Halrdressers and Beauty Salans
918] Photography Sarvices n.s.c.

The Industries te be surveyed in raspect of 1987-88 are:

ASIC TITLE

CLASS

6310 Real Estate Agents

€334 Architectural Services

€335 Burveying Ssrvices

6336 Tachnical Servicas n.e.c.

6371 Lagal Sarvicas

6372 Accounting Ssrvices

6381 Data Processing Services

6382 Advertising Sarvicss

6382 Market and Business Consultancy Sarvices
6384 Typing, Copying and Mailing Sarvices
£385 Collecting and Credit Reporting Sarvices
5386 Peat Control Servicas

€387 Claaning Sarvicaes

§388 Contract Packing Serviceas n.e.c.

€389 Buminess 3Jervices n.e.eo.

* Australian Standard Industrial Classification
n.a.c. = not elsgwhere classified



