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1. Definition of service being collected

The IS1C {International Standard Industrial Classification of all economic activities) 15 used in many
countries. Within the European Union all countries work with the NACE classification (NACE =
Momenclature statistique des activités économiques dans la Communauté Européenne). NACE and
[5IC have the two first digits of the classification in common; the third and fourth digit may differ, but
for the computer service industry no major differences occur, as is shown in table 1.

The computer service industry (MACE 72) includes all kinds of computer services: hardware and

software consultancy, data processing, database actrvities, maintenance and repair of machinery and
the like.

Tahle 1. Computer services and related activities according to the current NACE and [SIC
classification

NACERev. 1.1 | Description ISICRev.31
72 Computer and related activities
711 Hardwrare consultancy 711
7210 Hardwrare consultancy 7210
7112 soffarare consultancy and supply 742
7110 Puhlishing of soffware 740
7222 Other software consultancy and supply 7228
713 Drata processing 743
72.30 Drata processing 7230
714 Dratabase activities 724
7240 Dratabase activities 7240
7135 Mlaintenance and repair of office, accounting and computing 715
machinery
7250 Ilaintenance and repair of office, accounting and computing 7250
mmachinery
716 COther computer related activities 729
7240 Other commputer related activities 7290

In the next few years, the NACE will be renewed. Services mdustries will be given far more attention,
and become visible in more detail in the statistics, because of their growing significance for the
national economies.

For the computer service industry, the new classification distinguishes in the first two digits between
information technology and information service activities: NACE 62 and NACE 63, Then a further
breakdown is made in the 3™ and 4™ digit (table 2).

Tahble 2. Computer services and related activities according to the future NACE and I[SIC
classification

NACE Rev.2 | Description ISICRev. 4
i) Information technology service activities i)
62.0 Information technology service activities 620
62.01 Computer programming activities 6201
62.02 Information technology consultancy activities 6202
62.03 Computer facilities management activities 6202
62.09 Other information technology service activities 6209
63 Information service activities B3
63.1 Drata processing, hosting and related activities, weh portals 31
63.11 Drata processing, hosting and related activities 6311
63.12 Weh portals 6312
63.2 COther information service activities 632
63.21 Mewrs agency activities 6321
63,20 Other information sevice activities n.e.c. 6320

Mfigke Berends-Ballast  Julp 2007 3



Statistics Metherlamds  Tumover and output measurement for the corputer services industry

Of course, the new classification will suit the mformation needs much hetter than the current one. But
the transition from the current to the future classification will be awloward for analysis over time, since
most categories will split up into two or more new ones, and will then be combined with parts of other
formmer categories, as 15 shown in table 3.

Tahle 3. Future NACE categories built up from current NACE categories

NACE Rev.2 | Description NACERev. 1.1 | Description

62.01 Computer progratmming Part of 72232 Other software consultancy and supply
activities

62.02 Information technology F0+ Hardwrare consultancy
consultancy activities Part of 72232 Other software consultancy and supply

62.03 Computer facilities Part of 7230 Drata processing
mmanagemnent activities

62.09 Other information 7260 + Other computer-related activities
technology service Part of 72232 Other software consultancy and supply
activities

63.11 Drata processing, hosting Part of 7230+ Drata processing
and related activities Part of 7240 Dratabase activities

63.12 Weh portals Part of 7240 Dratabase activities

63.21 Mewrs agency activities Part of 9240 Mewrs agency activities

63,20 Other information sevice | Part of 7457 Other business activities n.e.c.
activities n.e.c.

The statistical information on computer services published in the Netherlands consists of;

a) Structural husiness statistics

These are annial statistics on business demography, employment, turnover, costs and a breakdown of
turnover by kind of service. Currently, we have these statistics for the total of NACE 72, the two digit
category. In the future, we will switch to the new NACE and provide these statistics for NACE 62 and
63, broken down into the four-digit level

b’ Short-term statistics

These are quatrterly statistics on turnover, number of persons employed, vacancies and output prices.
For turnover and nutnber of persons emploved we compile these statistics for the total of NACE 72,
the two digit category. In the future we expect to publish NACE 62 and 63 separately. Since there are
European regulations on both Structural business statistics and Short-term statistics, comparahle
statistics are available in all countries of the European Union, and coordinated statistical information
ot the webzite and in the publications of Eurostat.

c) Business tendency survey

This 15 a survey in which entrepreneurs are asked to give their opinions on orders and economic
clitnate and indications on recent developments and expectations, with respect to orders, turnowver,
prices and personnel Currently, we publish statistics on a gquarterly basis, but we have moved to a
monthly survey, so monthly publications will become available in the future.

From analysis, we learned that these opinions and imndications can predict developments in turnover
very well.

d) Survey of the working population
In an annual survey, persons are asked to give information on personal characteristics, work

characteristics {and working ambitions if they are unemployed at the time) and educational level for
MACE 72,
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£) National Accounts

The MNational Accounts provide information on production, intermediate consumption and value added
for MACE 72 on an annual basis,

For the National Accounts many countries all over the world use the SMNA (System of National
Accounts, developed by EC, Eurostat, IMF, OECD and UM, under the auspices of the inter-secretariat
working group on Mational Accounts). In the European Union the ESA (European system of national
and regional accounts) 15 used. It i broadly consistent with SN&, but it incorporates some differences,
particularly in itz presentation

2. Unit of measure to be collected

Turnower 15 measured as net turnover: proceeds from sales, exclusive of VAT (value-added tax), after
deduction of discounts, premiums, deposits and freight charges. For MACE 72 we use direct data
collection, by means of electronic and {a decreasing amount of) paper questionnaires. In the near
future for small enterprises information from the tax administration will be used in stead of
gquestionnaires, we have positive experience with the use of tax data in other NACE categories since a
fewr years.

3. Market conditions and constraints

In 2006, a total number of 21 000 enterprizes were active in the computer services industry. From
these enterprizes 67% emploved only one person and 1% emploved more than 50 persons. However,
the enterprizes that employ more than 50 persons represent a generous 60% share of total turnover,
From the total population of 746 365 enterprises i the Netherlands 2 8% were in the computer
services industry in 2006, The number of enterprizes has rapidly increased since the beginning of
19907z (graph 1) and turnover per person employed increased as well In 2003 and 2004, the number
of persons employed declined, but increased again in 2005 (table 4).

Tahle 4. Computer services in the Netherlands, results from the structural business statistics,
1993 - 2005

Enterprises Turnover Persons emploved Costs of lahour Turnover per
per enployee person employed

(tomber) (nln eura) (*1000 (euto) ()

1993 2700 4120 528 BA T2 030

1994 0400 4258 549 & F7 550

1995 0 a00 4853 f2.3 M& FTERT

1994 T 620 50931 THE A 77237

1997 2065 T 659 BE6 MaA 26 445

1993 10120 0558 106.0 A Q0151

1550 11 835 11 165 1177 A 94 560

2000 14020 M& M& & M&

2001 16 770 14385 1392 43 610 103 341

2002 17 560 13252 1230 49 943 107 577

2003 17790 13074 116.1 53 450 112610

2004 18 495 13 551 1099 54927 123303

2005 17 630 15348 1338 55048 123974

MA: Mot arailable
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Graph 1. Number of enterprises
Computer services in the Netherlands, 1983 - 2006
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Whereas for the total of the Dutch economy the share of female employed persons 15 continuously
increasing, i the computer service industry the share of females 15 very modest and even decreasing
over time. Part-titne work 15 very popular in the Netherlands, especially for women, but within NACE

72 less than average, as shown in table 5. These statistics are based on the annual survey of the
working population.

Tahle 5. Emploved persons; share of females and part-timers i the computer service industry
compared to averages, results from the survey of the working population, 1996 - 2006

NACE 72

NACE 72 NACE 72 | Average Average Average
share of share of share of share of share of ghare of
females parttirnerst females females parttimers females

working working

part-titne part-titne
Yo Yo Yo Yo Yo Yo
1996 22 g 21 37 28 58
2000 15 10 22 40 32 fi2
2006 17 15 46 43 37 &7

! Parttimers: worldng less than 35 hours a week

Mieke Devends-Beallast
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Graph 2. Number of persons employed
in the computer service industry in the Netherlands, 1996 - 2006
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4. Standard classification structure and product details/1evels

In the annual structural business statistics, turnover is broken down into 12 service categories, as
shown in table 6. Secondment of personnel, management & explottation of systems, development of
information systems and maintenance & repair turn out to represent the largest shares of turnover. The
share of data processing 15 relatively and surprisingly low. Education and traming shows by far the
lowest figure; that 15 less surprising since that does not belong to the core business of the computer

services industry.

Tahble 6. Turnover broken down by kind of service provided, computer services in the Netherlands,
results from the structural business statistics 2002 - 2005

2002 2003 2004 2005

TOTAL TURMNOVEE. 13 231 13074 13 551 15 347
Advizement and auditing 1515 1 304 745 874
secondment of personnel 2334 1 943 2441 2642
Development of information systems 1 857 1 954 2357 2346
Education and training 209 209 137 154
System integration 74 745 754 743
Aszsistance in developing information systems 731 547 397 733
Aszsistance in implementing infortmation

systerns 436 654 41 568
Ilanagement and exploitation of systems 1 679 1 864 2081 2541
Dratabase activities 300 374 741 711
Drata processing 364 3a0 376 392
Fepair and maintenance 951 1 000 1097 1 505
Dther activities 2022 2116 1775 2138
Mfigke Berends-Ballast  Julp 2007 7
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The short-term statistics reveal development figures of turnover on a quarterly basis (table 7). The goal
of these figures 15 to give a quick insight i the direction in which a business branch iz moving, and
aitns also at estitnating the right size order of the move. Short-term statistics deliver essential basic
information for the compilation of the first flash figures on economic growth, The structural business
statistics give imnformation not only on turnover developmernts, but also on turnover levels and
specifications and details of turnover and costs. Since these are annual statistics, this information
hecomes available for publication at a much later stage.

Tahle 7. Development of turnover of the computer services industry, results from the short-term
statistics 1995 - 2007

Year Index of turnover Development of
turnover
2000 =100 Yo

1995 39

1994 43 43,9
1097 3 315
1993 78 24,8
1998 a0 15,7
2000 100 11,2
2001 110 9.9
2002 106 -3,1
2003 103 2.0
2004 106 3,0
2005 Q1 108 4,7
2005 Q2 111 7.2
2005 03 108 8,8
2005 4 128 8,3
2008 01 123 12,4
2006 Q2 124 11,2
2006 03 120 10,8
2006 04 145 12,5
2007 Q1 137 12,7

Esren more up-to-date information on turnover 15 derived from the busmess tendency survey. In this
survey, we ask entrepreneurs to evaluate the amount of orders they receive, to evaluate the economic
clitnate, to indicate whether orders, personnel and turnover are increasing, stable or decreasing, and to
give their expectations for the coming few months.

It iz very clear from the outcomes of this survey that the computer branch suffered a relatively hard
time i1 the years 2003 — 2005 i the evaluation scores. Especially the evaluation of the economic
clitnate has shown a large number of negative responses. From 2006 onwards, we see a recovery
(tahle &).

This 1z more or less i line with the results of the structural business statistics and the short-term
statistics presented earlier: they show a decline i turnover 1n 2002 and 2003, and subsequently, when
turnover recovers from 2004 onwards, there 15 still a decrease i the number of persons employed 1n
2004, The recovery of orders starts m 2005, producers’ opinions are also recovering at the time, but it
takes until 2006 before optimists outhumber pessimists regarding the economic climate.

Mfigke Berends-Ballast  Julp 2007 8
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Tahble 8. Eesults from the business tendency survey, 2003 — 2007, for the computer services industry

i1 the Metherlands

Durnowver and output measuyerent for the cormputer seyvvices indusiry

Year and Fraluation of Development of Fxpectations for
guarter

Orders Fconomic | Orders Personnel Twmnover | Orders  Personnel  Turnower

climate

% of optirnistic

Entrepreners

rmiris %o of

pessitnistic % of entreprenenrs indicating | % of entreprenenurs indicating

entreprenenrs an increase an increase
2003 Q1 -3 -63 14 8 28 23 11 30
2003 Q2 -47 -74 7 5 ] 23 12 17
2003 Q3 -36 -5 10 4 10 21 o 17
2003 Q4 -37 -63 24 5 23 42 4 45
2004 Q1 -10 -43 fill ] 61l 48 7 51
2004 Q2 -9 -43 28 8 28 37 14 35
2004 Q3 -15 -44 33 8 19 32 28 33
2004 Q4 -9 -3d 3l 1a 26 Ay 35 &7
2005 Q1 2 -26 58 23 B 42 22 3l
2005 Q2 0 -20 38 27 32 48 >4 43
2005 Q3 0 -20 38 25 40 45 29 39
2005 Q4 i -11 44 21 3l f2 4 71
2008 Q1 13 5 56 25 a0 45 41 35
2006 Q2 7 fi 47 3l a0 50 39 54
2006 Q3 17 15 7 41 39 44 29 35
2006 Q4 13 19 4f 45 46 fi4 52 71
2007 Q1 -4 13 45 20 a0 50 34 52
2007 Q2 25 49 24 ] 20 58 fid 43

%. Evaluation of standard vs. definition and market conditions

In the Metherlands, over 80% of the enterprises i the computer services industry are engaged in the

software consultancy and supply: NACE 72.2. The other 3-digit categories of NACE represent limited
numbers of enterprizes, especially for the bigger companies (table 9.

Tahble 2. Mumber of enterprizes by 3-digit NACE and firm size, 2006

NACE | Description Number of persons employed
100
or
1 2-4 5-49 50-99 | more
721 Hardwrare consultancy 495 115 35 0 0
742 Softrare consultancy and supply 11 445 3815 2000 110 al
723 Drata processing 450 155 55 0 0
734 Dratabase activities 45 155 5 10 0
715 Mlaintenance and repair 505 05 35 0 5
i Other computer related actiities 515 145 70 5 5
Mfigke Berends-Ballast  Julp 2007 o
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6. National accounts concepts and measurement issues for computer services related to GDP
measurement

The MNational Accounts provide statistical information on production, imterme diate consumption and
value added for the computer services industry (table 10). A time series from 1987 onwards 15
currently available.

IMacro figures presented by the National Accounts are compiled from several source statistics. The
concepts used in these source statistics sometimes differ from concepts used by National Accounts. To
halance the National Accounts, some ttetns not covered by source statistics are estimated {e. g illegal
actiwities) and the data are adjusted so that everything fits.

Therefore, figures published based on source statistics are not always exactly the same as the National
Accounts figures. To enlighten the differences, process tables are made. These process tables give
step-hy-step msight into the construction of the National Accounts. An example of an extract of a
process table 13 given in table 11; the real process table 15 far too extensive to present here.

Tahle 10. Production, mterme diate consumption and value added, results from the National Accounts,

1987 — 2006

Production Intermediate Gross value added | Gross value added

consumption (tnarket prices) (hasic prices 2000%

raln euro raln euro raln euro raln euro
1987 1 936 B56 1 080 1114
1988 2191 QE0 1211 1271
1959 2458 1073 1 385 1510
1990 2 E52 1194 1 A58 1 805
1991 3133 1341 1792 1923
1992 3 287 1402 1 885 2109
1993 3524 15209 1 995 2 226
1994 3 7a0 1 A53 2137 2403
1995 4 316 1 828 2 488 2843
1994 5 42 2 387 3255 362l
1997 7 644 3279 4 365 4 812
1908 Rl 4174 5302 5 ThA
1999 11478 4 932 i 546 6 705
2000 13 130 5772 7 358 7 358
2001 14 745 fi 532 8213 7910
2002 13 908 f 134 74 7 37T
2003 13 593 5815 TR 7285
2004 14 110 f 043 & 062 7460
2005* 15114 6527 8 5a7 T
2006% 16 941 7189 0752 & 476

Tahle 11. Example of an extract of a process table for part of the services industry
(NACE 70 — 743, 2001

Primary Extrapolations Corrections Final estimate
data and model and for MNational
collection estimates adjustments Accounts
raln euro raln euro raln euro raln euro
Production 9% 400 41 883 3442 143 725
Intermediate
cotsutnption 40 542 13 935 -4 543 58 055
Value added 48 837 27 948 7 086 a4 770

Mfigke Berends-Ballast  Julp 2007 1a



Statistics Metherlamds  Tumover and output measurement for the corputer services industry

In the Metherlands, we have had some problems lately with different outcomes on turnover
development, especially from short-term statistics and structural business statistics. For the national
accountants who have to come up with a flash estimation for economic growth, this is reason for
concertt In June 2007 in a meeting of the 5TS Working group (STS=short-term statistics) Eurostat
presented the results of their own analysis of the services turnover data at the national level for the
period 2000 - 2004, Discrepancies between structural business statistics and short-term statistics
appeared for more countries. It was then concluded that the member states will review their services
turnover data, so that after September Eurostat can start with formal publication.

Table 12 gives a comparison of the differences hetween the outcomes of the statistics for the period
2001 — 2005, The sign of the developments 1s the same, but the magnitude 15 not. Especially the results
from the structural business statistics are dewviating, because these results mclude population shifts. In
2005 for example a hig Swedish company was added to the population of enterprizes — it should have
heen there for years, but by mistake it was not — which gave the turnover development figure a real
upswing. Short term statistics as well as National Accounts do not take these non-real population shifts
into account.

Tahle 12. Comparizon of turnover development from different source statistics for the computer
services industry, 2002 - 2005

Short term statistics Structural business National Accounts”
statistics
2002 -3% -8% -6%
2003 -3% - 1% -2%
2004 + 3% +4 % +4 %
2005 + 7% +13% + 7%
2006 + 1 2% A + 1 2%

7. Turnover/output data method{s) and criteria for choosing various output methods

For the computer services industry, only turnover i3 measured in the Netherlands, there 15 no direct or
independent measurement of output. As far as price mdices are available, it 15 possible to calculate the
output volume i an indirect way, by deflation. Currently, only a price index for NACE 72.2 15
calculated from the second quarter of 2005 onwards (table 13).

2 Refers to development of Production value from the National Acoounts

Mfigke Berends-Ballast  Julp 2007 11
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Table 13. Prce mdex software consultancy, 2005 - 2007

Year and quarter Price index (2005 ()2 =100}
2005 Q2 100
2005 Q3 100
2005 04 101
2006 Q1 102
2006 Q2 103
2006 Q3 103
2006 Q4 104
2007 Q1 105

Tao conclude, turnover i3 measured:

a) Very fast in the quarterly short-term statistics; this results in a first development figure of turnover,
an immproved figure 15 published together with the first figure of the next quarter,

by More accurate (hut later) in the annual structural business statistics, this results in a turnover Jeve/
figure and an improved development igure, completed with details on turnover and costs;

c) Extra mformation on developments and expectations related to turnover can be obtamned from the
husiness tendency survey, this information 15 qualitative rather than quantitative, even faster than the
short term statistics;

d) In the National Accounts the contribution of the computer servrices industry to the national economy
compared with other (service) mdustries 15 presented, in terms of production and value added.

8. Comparahility of turnover/output data with price index practices

Price indices are compiled only for MACE 72.2: software consultancy. Turnover data are available for
the total of HACE 72, which encompasses also hardware consultancy, data processing, database
activities, maintenance and repair.

This means that calculation of volume developments for the total of MACE 72 has to be done by using
the price index for MACE 72.2 as a proxy for NACE 72, which seems a reasonable enough assumption,
since over 50% of the enterprizes in the computer services industry are active just there, and they
represent also about 80% of total turnover,

The price indices are however only available from the second quarter of 2005 onwards.

Mfigke Berends-Ballast  Julp 2007 12
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0. Summary

Turnower of the computer services industry 15 measured in several ways in the Netherlands:
developments on a quarterly basis, levels and details on an annual basis. Expectations for the
development of turnover in the near future are measured 1n a business tendency survey on a monthly
hasis.”

In the recent past, the outcomes of short-term statistics and structural business statistics have shown
some divergence with respect to turnover development: a phenotmenon that occurs in more European
countries. Although part of the differences can be explained by used methods and concepts, this iz a
challenge to deal with. It will probably never be possible to reach fully equalized outcomes, so we
should focus on providing very clear explanations of concepts and methods used and on guiding users
to just mnterpretations of the presented data.

* Inthe annex the quarterly monitor of the comnputer branch for the first quarter of this year is quoted; this is an
electronic publication, published on Statistics Metherlands™website wwnw chanl | for the time being only in Dutch,
but in the fiture also available in English.
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Statistics Metherlamds  Tumover and output measurement for the corputer services industry

Annex

Monitor computer branch first quarter 2007
{publisked on the website of Statistics Netheriands in June 2007)

The computer service industry ended the first quarter with an increase in turnover of almost 13 percent. Despite

the increased activity, the demand far personnel showed a slight decrease compared to the first quarter of 2006
Providers of computer services are exceptionally positive, their expectations are very optimistic.

Again high increase of turnover

Turnover again showed a strong increase in the first quarter of 2007, As a result of economic growth, enterprises
are investing in new information technology and carrying out maintenance programs which were postponed in an
eatlier stage. Turnover increased by 12.7 percent, the highest increase since 2001, This means that the computer
services industry is doing better than business services as a whole.

Development of turnover compared to the corresponding period of the previous year
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iComputer branch mBusiness services

Demand for new personnel is stabilising

A number of 7 000 vacancies were recorded in the first quarter of 2007, This means that the demand for new
personnel was stable in the last few quarters. Compared to the first quarter of last year the demand is 2 000 down.
The number of vacant jobs has also decreased slightly compared to the last quarter of 2006, Mevertheless, the
computer branch had almost 9,000 vacant jobs at the end of the first quarter.
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Increase in orders received, slightly less positive evaluation

Results fram the Business tendency survey show that ertrepreneurs say they received maore arders inthe first
guarter of 2007 than in the fourth quarter of 2006, They evaluate the number of orders received as postive.
Prices for customers increased, as did the number of staff. Opinions on the economic climate have improved and
are highly positive.

Evaluation’ of orders received and economic climate

P
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04 0s 0g ar
Croders received Economic climate

11 evaluation: balance of positive and negative opinions of entrepreneurs

Higher prices and tumover expected

Entrepreneurs have positive expectations for the second quarter. They anticipate increasing orders and prices,
hence increasing turnover figures. A vast majority expect to hire moare staff, but 42 percent think that a shortage of
manpower will hamper production.

Expectations * for the second quarter of 2007

o

Fi
S0
25
0. , [
Orders received Selling prices Mumber of staff
) Computer branch @ Buzinesz setvices

21 percentage of entrepreneurs expecting an increase minus percentage expecting a decrease
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