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| NTRODUCTI ON

1. The Seminar on Statistical Nomenclatures held on 28-29 April 1997 in
Ceneva was organi zed by the United Nati ons Econom ¢ Commi ssion for Europe
(UNECE) with the support of the Statistical Ofice of the Conm ssion of the
European Communities (Eurostat). It was attended by: Al bania, Austria, Bosnia
and Herzegovi na, Canada, Ooatia, Czech Republic, Dennark, Estonia, Finland,
France, Germany, Hungary, lIreland, Italy, Latvia, Malta, Netherlands, Pol and,
Portugal , Romani a, Russian Federation, S ovak Republic, Sl ovenia, Spain,
Sweden, Switzerland, The former Yugoslav Republic of Macedonia, Wkraine, and
Uni ted Kingdom The Conmi ssion of the European Communities was represented by
Eurostat. The United Nations Statistical Dvision, 1LO WO the CECD, and the
Interstate Statistical Commttee of the Commonweal th of | ndependent States
(AS) were also represented. Algeria and Australia attended under Article 11
of the terns of reference of the ECE and Pal estine attended as an observer.

2. The programme of the Seminar was carried out as outlined in the
Information Notice No.2 (CES/ SEM 36/ 2).

3. M. David Knight (United Kingdon) was el ected Chairman of the Sem nar.

4. The foll owi ng substantive topics were discussed in a plenary session and
four parallel working groups at the Sem nar:

(a) Registers and units;

(b) Met hodol ogi cal devel opnent ;

(c) International framework of cooperation and assi stance;
(d) Inpact of new classification systens.
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5. The topics were discussed on the basis of two keynote addresses by the
representative of Canada and representative of Eurostat, and 20 papers
prepared by A bania, Austria, Bulgaria, France, Germany, Italy, Milta

Net her| ands, Pol and, Rumani a, Sweden, the FYR of Macedonia, Wkraine, United
Ki ngdom and Eurostat. Additional witten material was submtted by Groatia,
Pal estine, Slovenia, United Kingdom ILO and t he UNSD.

6. In view of the conplex work in the field of classifications, the Sem nar
was regarded as a useful forumfor discussion on howto deal with practica
problems in the inplenmentation of various international classifications (1SIC
Rev.3, NACE Rev.1l, PRCDCOM etc.) and for providing guidance for possible
solutions relating to specific conceptual and practical problens. Methods for

i nprovi ng harnoni sati on of national nomenclatures with international standards
were al so di scussed

FUTURE WORK
7. The participants made a nunber of recommendations concerning future
wor k:

(a) I ssues to be brought to the attention of the Conference of the

Eur opean Stati stici ans

(i) general semnars are no | onger necessary; it would be nore
useful to focus on specific areas which

need attention such as:

exchange of experiences in inplenmentation of various

classifications and i nformati on on nethodol ogi cal questions

(including the | egal background);

(ii) the Joint ECH Eurostat neeting on business registers shoul d
consider a semnar and training courses (to be organized either
by the UV ECE or by Eurostat's Training of European Stati sticians
Programre)on the use of a business register as a coordinated
survey tool and definition and application of statistical units
Thi s recomrendati on shoul d be brought to the attention of the CES
nmeeti ng on business registers planned to be convened in February
1998 in the programre el enent 3.14 - Business registers and

adm ni strative records in support of economc statistics;

(iii) the Conference shoul d give consideration to the possibility
of renam ng programme el ement 2.4 of the Integrated presentation
toreflect its broader scope, for exanpl e, "Econonic, social and
environnental classifications”. The purpose woul d be to strengthen
the coordination of the work of the concerned internationa
organi sati ons;
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(b) I ssues to be brought to the attention of other international
organi sations :

(i) cl assification guidance, both general and specific, shoul d
be expanded by the rel evant international organisations. Specific
i ssues were borderline cases, stability rules and the use of val ue
added in determining nain activity;

(ii) discussion and exchange of information in peer groups
conprising national classifications
experts was encouraged; a progranme of
t echni cal assi stance shoul d be devel oped, focusing on specific
probl em areas and bei ng organi sed on a nainly, but not
exclusively, bilateral basis;

(iii) an intersecretariat working group for consideration of

met hodol ogi cal issues and recomrendati ons
be established and conposed of
representatives of international organisations (UNSD
Eurostat, CECD, ILQ |IM, WO etc.) and a few nost prom nent
nati onal experts;

(iv) Eurostat's manual on nai ntenance and creati on of business
regi sters shoul d be nade generally

avai | abl e and when further

devel opi ng the manual , Eurostat should take into account the

issues raised in this semnar;

(v) i nternational organisations should collaborate to produce a
newsl etter on internati ona

classifications simlar to the one for the SNA; Moreover

i nternati onal organisations should identify and make

known the weaknesses in current classification systens,
i ndi cating what plans exist, if any, to correct themeither in
future versions or before;

(vi) consideration should be given to extendi ng PRCDCOMto

I ncl ude ot her areas such as agriculture
and services (while noting current Eurostat plans in
relation to services);

(vii) an inventory of avail abl e conversion keys/correl ation tables
shoul d be drawn up and future work on such tabl es should be
coordinated to avoid duplication; Furthernore, Italian nodels
showi ng t he correspondence between various classification systens
shoul d be evaluated with a view to establishing whether it could
usefully be further devel oped and work shoul d be undertaken to
link land use and forestry classificati on systens.
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OTHER CONCLUSI ONS REACHED BY THE SEM NAR I N | TS DI SCUSSI ON OF THE SUBSTANTI VE
AGENDA | TEMS

8. The main concl usi ons reached by the Seminar in its discussion of the
substantive agenda itens are presented in summary formin the Annex to this
not e.
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Annex

Summary of the main conclusions reached by the participants during discussion
on the substantive agenda itens

l. Regi sters and units - Wrking Goup 1

1. The participants revi ewed busi ness registers in the European Union,

whi ch has a wel | -advanced system based on EU regul ati ons. The busi ness
registers regulation is supported by a nmanual ; the first 10 chapters of which
have been published, the rest is under devel opnent. The manual covers all the
key el ements of the creation and nai ntenance of a business register. The
manual has devel oped consistent rules to deal with units while acknow edgi ng
the differences in national practice. Wiile the manual tends to be theoretica
it deals with coverage of specific sectors of the econony, access to data and
data quality.

2. An electronic questionnaire relating to the devel opment of business

regi sters was presented. It collects infornation fromEU nenber states on the
| egal basis of the business register, and the units and variables. It was felt
that this questionnaire could have a wi der application for other countri es,
either to use in the devel opnent of their own registers or as a nore fornal
co-ordination tool to collect information.

3. Busi ness registers are now created and nai ntained in nost instances from
adm ni strative data sources and therefore, specific issues on quality,

coverage and the presence of non-active units need to be dealt with by
statistical offices. The participants noted that it is inportant if using

adm ni strative data to mnimse the nunber of sources and establish priorities
and consistent rules for dealing with these sources. It is also inportant to
know t he coverage of the business register, possibly using | abour force survey
data, and to be aware that admnistrative data can introduce changes in the
coverage of the register.

4. Limted resources available to almost all offices mean that they mnust
concentrate on profiling of |arger businesses, but rely on admnistrative data
to update the smaller units on the register. In this respect it is inportant
to consider how best to classify all units consistently.

5. A further consideration is the need to exchange information
particularly on classifications, with the admnistrative systens. In addition
this area highlights one of the aspects of dealing with confidential business
dat a.

6. The discussion on statistical units conpared I SICrev.3 and NACE rev. 1
definitions. These are simlar, but |SIC establishnments are not as tightly
defined as the NACE Local Kind of Activity Units.
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7. The mi ni mum requi renents for business registers are Enterprise, Lega
and Local Units. However, the Kind of Activity Unit (KAU may be needed for
statistical data collection. The work that statistical office does on
profiling |arge businesses can define the KAU where required. The Local Unit
is needed to allow for the production of regional accounts, but will not
usual ly be the level at which the data are collected. Wile nost Enterprises
are defined in terns of a single Legal Unit, and one or nore Local Units,
there are nore conplex Enterprise Units which can be difficult to define. O
particular interest are those involving staffing conpani es and hol di ng
conpani es. Except for sone specific cases no solutions are available, but the
probl ens of defining statistical units for such businesses are wi despread. The
countries were |looking for sinple solutions that could be applied at | ow cost,
and that recognise the different requirenents for small and | arge busi nesses.

8. The group noted that international standards could not be applied
directly to the national situation; it was nevertheless inportant to linmt the
additional detail used for the national system Introducing a new
classification requires co-ordination with the survey users and with the

nati onal accounts. Wiere the register used admnistrative data it was

i nportant to consider the inpact of the classification change on that source.

9. Rules for the timng of classification updates and the priority of
sources were needed, adapted to the national situations. D fferent treatment
was needed when errors were found in the classification of individual units,
but real changes shoul d be nade only once a year and be co-ordinated with the
statistical surveys. Units would nornally be classified on the basis of
descriptions provided by businesses. It was inmportant to establish nethods
whi ch ensured consistent classification of units, both between sources and
over tine. In addition, the group discussed specific issues relating to
defining and classifying units. These included charities and vertically

i ntegrated busi nesses such as bakeri es.

10. It was noted that international guidelines for defining enterprises for
central governnment were not avail able, and there was sone di scussion about the
correct way to classify public sector units, the position of foreign public
bodi es operating wi thin another country, and the nmore general issue of gl oba
enterprise groups. In practice few business registers hold enterprise group
links. This limts the ability for countries to devel op standards. It was
noted that services and the financial sector statistical inquiries were often
not conducted fromthe business register. It was inportant to devel op the

regi ster, however, as a central frane for all surveys.

1. Met hodol ogi cal devel opment - Working G oup 2

11. Val ue added is considered as the best theoretical criterion when
defining the main activity of a statistical unit. It is recomrended by ISIC
Rev.3 and NACE Rev.1 for all econonic activities even if the way of neasuring
it my be different (e.g. market versus non-narket production). However,
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practical inplenentation of the val ue added concept proved to be difficult.
Instead of the data on val ue added, which is often not avail able, other

i ndi cators such as turnover, renunerati on data and enpl oynent have to be used.
The G oup recomrended that these indicators should only be used as proxies in
cases when data on val ue added is not available. It was noted that the use of
different proxies may lead to different results.

12. Wien classifying a single unit, participants noted, one can nake a

t horough anal ysis of each particul ar case. However, when entire popul ation of
units is re-coded/re-classified it is necessary to apply rules which may not
take into account the specific circunstances of a single unit. The problem of
classifying new - energing units was al so discussed. The information about new
unit is often limted or non existent making therefore precise coding very
difficult. In such cases, it was suggested, coding of the unit could only be
provi sional and has to be verified once the data becone avail abl e.

13. A nunber of exanples of borderline cases were nentioned, such as

hori zontal and vertical integration. CGeneral rules concerning horizontal and
vertical integration existed and should be foll owed. However, there are cases
were the internationally reconmended rules deviate fromthe general rules. 1In
view of a nunber of practical difficulties in applying classification rules,
the group suggested that a nore specific rules be developed in addition to the
general ones. It was further suggested that the weaknesses of econonic
classifications as identified in practical inplementation be recorded and
reported at international level in order to inprove classification devices
(expl anatory notes, guidelines, etc.).

14, The Group noted that both transition and other countries have
difficulties in following the stability rules. Switching between different
activities during a year is a conmon occurrence in service activities sectors
inall countries. In transition countries, additional difficulties are created
because of energence of a | arge nunber of new and usually snall units who are
not able to make a correct registration. It was recomrended that the coding of
these units could be done only after a | ong enough period of tine.

15. The distinction was nade fromcases where the main activity of a unit
changes gradually fromone to another. In this case stability rules have to be
considered with respect to the anal ytical use of statistical data. The genera
agreenment was reached that changing the activity code of a unit should only be
done when it has been confirnmed that the main activity has really changed.

16. The expl anatory notes to ISICrev.3 and NACE Rev.1 are considered as

i nsufficient when the Goup | ooked at the rel ationshi p between the product and
activity classifications. It was recommended that CPC and CPA shoul d al so be
consi der ed.

17. The types of classification problens that coul d be regarded as case | aw
wer e di scussed. The possibility of establishing procedures for discussion and
decision at international |evel was raised. It was generally felt that there
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are many probl ens involved in defining, specifying and transmtting case | aw
problens to international fora. It was reconmended that, perhaps, a case | aw
approach is not advisable.

18. Finally, the need for a "hel p desk” was recogni sed. The hope was
expressed that the newy installed UNSD "d assification Hotline" will serve
t hat pur pose.

I1l. International framework of cooperation and assistance - Wrking Goup 3

19. The group noted that a stage has been reached where there is a good
basi ¢ understandi ng of the new system of econom c classifications (activities
and products) and the weak points have been identified. The participants
identified specific areas which need attention (i) exchange of experience;
(ii) exchange of information on inplenmentation nethodol ogy (including the

| egal background), i.e. how to decide on what the principal activity is in
cases where val ue added is not avail abl e.

20. The techni cal assi stance shoul d be approached in an integrated manner.
In particular, the group felt that the follow ng shoul d be consi dered
together: classifications, units, registers, enploynent, |egal issues.

21. Irrespective of the different nethods of technical assistance, a nunber
of criteria should be observed: a)the work should be coordinated in terns of
timng and content; b) the content should be focused and clearly delimted,;

c) the work shoul d have specific goals.

22. The UNSD an the CES integrated presentation were identified as rel evant
present infrastructure that provides an efficient framework for coordination

of technical assistance. The Expert group which reports through the UNSD was

also identified as an inportant focal point, for the dissem nation of

information and raising the profile of classification issues. A close |ook

shoul d be taken at the ways and neans by which the International Association

of Oficial Statisticians and the International O assification Society can

assist. Finally, the group recomrended that a means be found to collect and
collate information on bilateral national arrangenments for technica

assistance to mnimse duplication of effort.

23. The participants identified a further issue, the needs of nationa
classification experts to increase the awareness of classification activities
parallel to their owm. There is a strong need to establish contacts points

wi thin and between countries. There was concern about the historical walls
that were present between different groups of countries and organi sations
(e.g. walls created by geographi cal groups, PHARE/ TAC S countries, ...). It
was noted that different regi onal groups were naking rulings and
recomrendations within their own regions. The working groups reconmrended that
the UN, through the Expert Goup on International and Social O assifications,
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di scuss the ways and neans for the convergence of the recommendati ons nade by
these different regional groups.

24, The group further suggested that regions and national institutes follow
the exanple of UNSD in setting up a site on Wrld Wde Wb for the easy

di ssem nation of the |atest versions and updates of the classifications. This
woul d al so rectify the present difficulty in nmaintaining and updating
information and ancillary infornmation for the users. This should be done in a
coordi nated and |inked way.

25. The need for nore information was w dely recognised, and it was agreed
that the way forward was the establishnent of an infornmal network. It was
stressed that such a network: (i) would conplenent the efforts of the
internati onal bodies; (ii) should not be too anbitious, and shoul d remain
informal; (iii) would need to communicate in at |east two to three | anguages.
Specifically the network mght identify issues which mght be clarified and be
the object for later official publication. It was noted that there were sone

i nformal groups established in academ c contexts, but that these did not mneet
the needs of the practitioner.

26. The group recomrended the establishment of an informal newsletter,
directed to the classification practitioner. The information within the

newsl etter should include: (i) informal information on future events,
schedul es; (ii) informal information on current decisions; (iii) infornal
informati on on avail abl e publications, other sources; (iv) specific questions
inviting answers for publication in subsequent issues (as done in sone
newspapers); (v) other generally useful information. As for the nedium it was
stressed that a paper newsletter was the most common denom nator. In the
longer termthe bulletin board on Internet would becorme the nore inportant

medi um and indeed could be use in parallel with a paper publication. Possible
hel p in the physical production of a newsletter was offered by the Science
Research Institute for Statistics of Wkraine.

27. It was proposed that a small editorial teamof representatives from
Wkrai ne, France and Eurostat woul d produce a first issue of the infornmal

newsl etter, in English, French and Russian. The nain purpose of this first

i ssue would be to identify the community of national experts perhaps through a
smal | questionnaire, also to find out which classifications should be covered.
The informal newsletter would in the first instance be distributed on paper.

IV I npact of new classification systens - Wirking Goup 4

28. Radi cal soci o-econom ¢ changes taking place in transition econom es make
the introduction of new classification systens both difficult and urgent.
Difficult because of rapid structural changes in the econony acconpani ed by

t he appearance of a great nunber of new mainly small and medi um si zed
enterprises, and urgent because econom c agents and deci si on makers need
detail ed informati on about changes in various sectors and branches of the
econony.
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29. Wrk on the introduction of new classification systens cut across
several classifications at the sane tine, first and forenmost NACE (activity
classification), PRODOCOM (commodity classification) and CPA (the tool
providing a |ink between the two).

30. The Group agreed that there was a need to extend the current version of
PRODCOM t o cover such areas as agricul ture, services, transport, energy and
construction. Having a common cl assification of products is inportant for

i nput/out put tables and other economc statistics. National work on

devel opi ng detai |l ed CPA-based product |ists should be coordinat ed
internationally by Eurostat or any other international body. It was suggested
that FAO be involved in the work on agricultural product list. The G oup was
informed that Eurostat is planning to devel op a PRODCOM | i st for services.
There is a need to link land use and forestry classifications.

31. It was noted that there is no |ink between CPA and CC (construction
classification of Eurostat). However it was thought that this did not
represent any particular problemfor conpiling economc statistics.

32. A clarification was asked about the existence of a conversion key

bet ween the | SI U Rev. 2-based commodity list, in which the United Nations
Statistical Division in New York collects industrial statistics, and PRODCOM
i n which many European countries keep their commbdity data. A coherent system
of classifications should normally allow |inking national and internationa
classifications. Attention was drawn to the existing two nost inportant
conversi on keys published by UNSOin Statistical papers, Series M No.77 and
by the European Union in Oficial Journal of the EU L 293.

33. Wile shifting to a new classification system priority in sone
transition countries is given to conpiling and publishing current statistics,
rather than reconstructing old data according to the new cl assification

Rebui lding old time series according to the new classification can normally be
done at a rather high |l evel of aggregation and may be linted to sel ected
sectors, like for exanple industry. The inplenentation of a new
classification proved to be a difficult exercise in nany traditional market
econom es. Since going back to all businesses in order to group them
according to the new cl assification was not feasible for cost reasons, only
big enterprises were covered in the first instance, and small and nedi um si zed
busi nesses were reclassified gradual |y afterwards.

34. G assification of snall enterprises (which may be dornant or exercising
several different activities) is a problemin all countries. A snall-scale
annual survey can be carried out for snall enterprises to find out if they are
still active and, if necessary, to introduce corrections with regard to their
classification by main activity. Businesses can be asked not only about the
activity they think they belong to, but also about products they produce.
Admi ni strative sources, particularly tax registers, can also be quite hel pful
where they exi st and can be accessed by statisticians.
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35. An introduction of a new classification systemis normally preceded by
an information canpaign (semnars, briefings, etc.) ained at famliarising
producers and users of statistics with the new system

36. Many national and international bodies are working on conversion
keys/tabl es between and integration of various classifications. The G oup
strongly recomrended that any future work on conversion tables, etc. be
coordi nated and results shared by countries and international organisations.

37. The G oup took note of the work carried out in Italy on devel oping a
correspondence framework ("Mega-file") for integrating all main international
activity and product classifications at the nost detailed | evel possible.
This framework was regarded as a useful tool for use, harnonisation and
further devel opment of various classifications. Countries were invited to
comment on the results of this work and possibly take it further

38. Cenerally, no special legislation is needed at national |evel for the
introduction of a new classification. National |aw on statistics woul d
normal ly inply that the introduction of a new classification is in the
conpetence of the Statistical Ofice. At the level of the European Union it
proved to be necessary to adopt special |egislation binding Menber States to
i npl ement new cl assifications in order to ensure cross-country conparability
of data.

39. Statistical classifications are primarily devel oped for statistics, but
they can al so be used to sone extent for adm nistrative purposes. It was
stressed that the two uses shoul d be kept separately fromeach other. The
adm ni strative use should in no way have any influence on statistics.

40. Atransition period is needed for nmoving to a new classification. It is
preferable to have a period of 1-3 years during which both the old and the new
classifications could be used. However, the length of transition period would
nornal |y depend on national circunstances, the existing statistical systemand
internati onal obligations. Sone parts of the national statistical systemcan
be converted to a new classification quicker than other. The experience of
many countries shows that a full conversion of the national statistical system
to a new classification systemmay take 3-6 years.

41. Val ue added was nentioned as the best theoretical criterion for
classifying enterprises by main activity. However, data on val ue added are
rarely avail able at the necessary |evel of detail. Substitutes, |ike turnover

or renuneration data can be used bearing in mnd the necessity of conplying
with certain rules.



