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AN EXAMPLE OF THE USE OF ANNUAL SURVEYS ON ENTERPRISES

FOR NATIONAL ACCOUNTS ;
THE TRANSFER "SECTOR TO BRANCH" ON TURNOVER.
(APPLICATION TO THE COMPUTER SERVICE BRANCH)

While for making short term indicators there is generally a coincidence between
the definition of the observation unit and of the most adequate economical unit (the
branch for manufacture sectors, the enterprise for service sectors), the same does
not apply when French National Accounts, on the base year 1980, have to be
prepared.

1. What is the problem ?

According to the rules of French National Accounts, whatever the kind of
activity may be, the economical unit on which the Input-Output table (1/0T) is based is
the Homogensous Production Unit (HPU). All the HPUs which correspond to the
same kind of activity are aggregated into a branch. This definition is of economical
type ; its main interest is that a branch is rather very homogeneous and, thus, is very
close to a product (without being exactly simitar) and to its demand.

While, from a conceptual standpoint, the concept of branch may be seducing,
in reality, it is not generally a unit whose all accounting characteristics can be
observed. The French statistical system has therefore been organized around the
concept of enterprise, a jurisdical, Tiscal and accounting entity, the characteristics of
which can be easily observed.

Each statistical unit (enterprise) is classified according o its principai activity.
The latier is determined in consideration of the activity which requires the highest
number of salarees as to manufacturing activities, or which provides the greatest part
of the turnover as to service activities.

If one refers to the classification of activities, it is thus possible to re-group the
enterprises with the same principal activity. But, entreprises with the same principal
activity may have different secondary activities. For example, enterprises classified in
the sector of computer manufacturing produce computers as their principal activity,
but some of them produce, as secondary activities, computer services. This is the
outcome of a classification of enterprises as a whole, without dividing them into
homogeneous praoduction units.

it should be pointed out that ancillary activities, i.e. activities achieved not for
themselves, but because the services which are produced are necessary to achieve
the principal and the secondary activities (management, accounting, ¢leaning, ...
activities achieved by the enterprise for itself) are not, in general, accountad for in the
enterprises turnover.

The reconciliation, between the statistical approach in term of enterprise and
the economical approach in term of branch, is the outcome of a large co-ordinated
organization of annual surveys on enterprises, which cover the quasi totality of market
activities. The quasi complete coverage has been completed only at the beginning of

the eighties with the launching of the survey on service enterprise, the last barn of the
great annual surveys on enterprises.



Il. The method

All enterprises with 20 or more wage earners receive a questionnaire each
year, as well as a sample {variable according to the kind of activity and to the size) of
enterprises with less than 20 wage earners. But, as a general rule, for the transfers
"sector 10 branch", only data provided by enterprises with 20 or more wage earners
are used. Each enterprise, classified as to its principal activity in the 600 headings of
the present 4-digit French activity classification, is required to provide a breakdown of
its sales according to a branch nomenclature which is rather similar to the activity
classification (see annex 3). The tabulation of the complete set of data for all
enterprises provides a repartition of sales into the 600 branches for the 600 kinds of
activities (sectors). This repartition is used as a structure ; it is applied to sales by
enterprises classified by kind of (principal) activity obtained using a more
comprehensive source than the annual surveys (1). One obtains, in so doing, a
(B00XB0Q) transfer "sector to branch" matrix which permits 1o "read” directly on each
row the amount of sales by each branch {see annexes 2 and 3).

Asto enterﬁrises classified in sectors of activity which are not surveyed, and as
to enterprises with less than 20 wage earners, except in some cases, it Is assumed
that they do not carry out a secondary activity. The total sales of one of such
enterprises are thus assumed to be mads for the branch corresponding to the
principal activity code of the enterprise (a diagonal transfer sector to branch).

The process of reconciliation between the enterprise and the branch
approaches can be achieved only if all activities are covered in the annual surveys on
enterprises. |f this is not the case, there is an over-estimate of the sales of branches
which correspond te non surveyed sectors (the secondary activities of the enterprises
of a given sector are kept with the corresponding branch, instead of being attributed
to other branches) ; there is consequently an under-estimate of the sales of branches
corresponding to surveyed sectors and this under-estimate is higher when the
number of non surveyed sectors is mare important {the level of sales of a given
branch does not include either the secondary activities of the corresponding sector
achieved in other branches, which is normal, or the secondary activities of the non
surveyed sectors achieved in the given branch).

lil. Application to the branch "computer services"

Computer services correspond to two headings in the French 4 - digit

classification of activities and products :
- Heading 7703 : computer and management studies
- heading 7704 : computer services made to order
For each of these two headings, the following data are available :

- As to kind of (enterprise) activities (sectors), the total sales of enterprises whose
principal activity is to make studies on computer and management (annex 1.1) oris to
provide complter services made to order (annex 1.2) along with the breakdown of
these sales into the various branches. These results have been obtained from a
processing of the framework "breakdown of turnover® in the gquestionnaire of the
annual survey on service enterprises (see annex 3) for enterprises with 20 or more
wage earners.

1 This source is quasi exhaustive. It is obtained as the result of a synthesis between
the annual survey files and the tax report files of all taxable enterprises.



It can be seen, for exampls, that enterprises whose principal activity is to make
"studlies on computer and management” make 91,7 % of their sales in the
corresponding branch : the sector is therefore quite homogeneous. However, these
enterprises draw 3,6 % of their turnover from commercial activities and 2,6 % from
computer services made to order.

On the opposite, the enterprises whose principal activity is to provide
"computer services made to order" have a less homogeneous activity since only 80,4
% of their sales are made in the corresponding branch and 19,6 % in other branches,
out of which 12,5 % in the neighbour branch "computer and management studies”.

- As to branch, the total sales in the branches "computer and management studies"
(annex 2.1) and "computer services made to order" (annex 2.2), and the breakdown
of these sales according to the praviding sector.

It can be seen that 19,7 % of the sales in the branch "computer and
management services' are made by enterprises whose principal activity does not
correspond to the branch. In particular, the sector of computer manufacturers
{(heading 2701) has an important secondary activity in computer services, which
contribute to 10,7 % of the sales in the studied branch. One can also point out the
computer and management studies achieved by entarprises in the computer service
made to order industry (5,1 % of the sales in the studied branch).

As to the branch "computer services made to order”, 13,8 % of the sales are
made by enterprises whose principal activity does not correspond to the branch. The
number of sectors of enterprises which provide the corresponding services as a
secondary activity is high, which is not surprising. Indeed, many major enterprises in
the manutacturing or service sectors have their own data entering units and can, thus,
provide and invoice corresponding services to other enterprises.

Conclusion

While the compileted coverage of the market sectors by the annual surveys on
service enterprises in the eighties has made it feasible by National Accountants to
make an integrated transfer from the enterprises approach to the branch approach,
the method established for that purpose require a phase of file manipulation and of
controls which is rather burdensome. In particular, branches with low sales are
extremely sensitive to variations, even small, in the structure of sales according to
branches of major enterprises. So, the branch approach appears to be often too

dependant on the quality of raw data collected at a previous stage and outside of the
approach.

With the use of the local unit, the orientations taken in France for the future
base of National Accounts and for the revision of annual surveys may allow to achieve
a compromise (are compromises always satisfying ?) between the definition of the
economical unit adequate for National Accounts and the econamical unit actually

pbserved via surveys. So National Accounts data would appear less theoritical and
closer to the observed reality.



ANNEX 3

8. BREAK DOWN OF TURNOVER, REVENUES, "IMMOBILIZED" PRODUCTION,
OR COMMISSIONS (INCLUDING EXPORT)
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TECHNICAL STUDIES (excluding delivery and installation of materials)
. Technical studies for building, infrastructure, manufacture (give precisions)

ORGANIZATION

. Studies in organization, advices for direction and management

. Advises in formation, specific formation

. Adult and continuous formation (activity requiring autorization and entry in the file of a formation center)
Advice in personnel recruitement, in personnel selection

STUDIES AND OPERATIONS MADE TO ORDER {excluding defivery and instaliation of material)
. System engineery (excluding delivery and installation of material)

. Studies and advices in computer

. Sale or renting of standard software created by the enterprise

. Computer formation

. Creation of non standard softwares, technical assistance

. Provision of personnel within the framework of a computer service contract
. "Third part* maintenance of basic software

. Data entry and preparation

. Computer services made to order, other than data entry and preparation

. Provision of computer material and network (including servers, sxcluding maierial rental)
. Facility management services

. Computer center management and assitance

. Maintenance and repair of computers and computer equipment

. Sale of documents and appliances

. Immobilized production of computer services, expenditures en R&D

DELIVERY AND INSTALLATION OF MATERIALS

{Only in the framework of a turnkey operation, excluding invoices for studies)
. Delivery and installation of material (buildings, infrastructures, manufactures)
. Delivery and installation of material (computer, organization, ...)

WHOLESALE AND RETAIL SALES

. Wholesales of computers (main frame) and equipment, micro computers, standard
softwares

. Retail sales of micro computers, standard computer softwares, other computer
material

. Commissicon on sales of computer material

ECONOMICAL AND SOCIOLOGICAL STUDIES
. economical, sociological ar financial, market studias, opinion surveys {precisions?)

OTHER ACTIVITIES

. Management and dissemination of data banks

. Advices and research in documentation

. Rental of personnal, provision of personnel

. Expertise, provide precisions on the major domain
. Other activities, please name

TOTAL {must be equal to the total turnover entered in framework 4).

i



ANNEX 1.1

Print out in 600 seclors and 800 bianches

Sector 7703 : Entreprises making studies on computer and managemenl

ENTERPRISES WTH 20 TO 100 WAGE EARMERS
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ANNEX 1.2

Sectar 7704 - Enterprises custom made computer Services
COLTION EM 600 SECTEURS ET 60D BRAHCHES scc1udn : 770%
CHERCPRISLS b MODIHS T VINGT SALARIES
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ANNEX 2.1

Print out in 600 branches and 600 sectors

Branch 7703 : Studies on computer and management

FRIREPRLSGLS DE VINGT A CENY SALARIES
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LNIPEPRTISES NE MOIHS DE VIMGT
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ANNEX 2.2

Branch 77404 . Custom made computer servides
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