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1. Abstract
Multinational enterprise groups (MNEs) have significant impacts on the statistics of the Member States at national and European level. Recording MNEs complex structures and measuring their economic activities consistently to produce high quality business and macroeconomic statistics is the goal of the European Statistical System
.
This paper discusses the role of the European network of business registers to record MNEs information and offer coordinated registers populations for the production of consistent business and macroeconomic statistics. Other international initiative on global registers are recalled. Top MNEs deserve special attention as they can generate great consistency issues. Profiling the Top MNEs is considered the best way to ensure their data quality. European profiling, based on collaboration and data sharing across EU countries, gives the global top-down view on the MNEs in addition to the national one. 

Many statistical offices carry out cross domain consistency work to ensure the quality of their statistics using specialized units, called Large Case Units. Eurostat and other international organization support this approach and emphasize the importance of cross country collaboration and networking of LCUs. Recently the ESS engaged in a GNI pilot exercise and dealt with cross country consistency issues in macroeconomic statistics.

The ESS is currently reflecting on cross domain / country governance models, based on the concept of chain management, to better manage the consistency of MNEs and globalization related statistics. A first proof of concept could comprise business registers and FATS domains and be eventually enlarged to macroeconomic statistics in future.  

Finally the papers recall the coordination role of business registers on analytical work and micro data linking for globalization indicators.
2. The European network of statistical business registers
The European Framework Regulation Integrating Business Statistics (FRIBS) defines the network of statistical business registers as composed by the national statistical business registers, set up at national level by European Member States, and the EuroGroups Register of multinational enterprise groups, set up by the Commission (Eurostat). FRIBS strengthen the interconnecting aspect of the two components and the data exchanges.

2.1. National Statistical Business Registers
The national statistical business registers cover all enterprises carrying out economic activities contributing to the gross domestic product (GDP), their legal units, local units and Kind-of-Activity-Units. The national statistical business registers cover also enterprise groups and in particular the all-domestic enterprise groups and the truncated part of the multinational enterprise groups.

The national statistical business registers are the authoritative source for national register populations for the preparation and coordination of surveys, for the statistical analysis of the business population and its demography, for facilitating the use of administrative data, and for the identification and construction of statistical units.
2.2. EuroGroups Register (EGR)
The EuroGroups Register (EGR) is the European statistical register on multinational enterprise groups (MNEs) operating in the EU. The EGR uses input from the national statistical business registers of Member States and EFTA countries to cover units resident in their territories and commercial data for covering units outside the EU. The EGR consolidates the available information
, reconstruct the complete MNEs control structures
 and delivers coordinated frames to produce consistent European statistics on globalisation. All European statisticians can have access to the EGR and see the MNEs where there is at least one legal unit resident in their own country. EGR aggregated data are also disseminated to the general public in the form of experimental statistics
. 
The EuroGroups Register comprises information on all enterprises carrying out economic activities contributing to the gross domestic product (GDP) which form part of a multinational enterprise group, their legal units and the MNEs. 

The EuroGroups Register has the role of authoritative source
 for deriving high quality, consistent and coordinated register populations for the production of European statistics requiring the coordination of cross-border information related to MNEs. The most important statistical domains where information on foreign subsidiaries is beneficial are inward and outward affiliate statistics (FATS) and foreign direct investment (FDI) statistics. In addition, other statistical domains have been identified, for instance macroeconomic statistics for GNI purposes. To be recognized as authoritative source in its coordination function by its users, the EGR will need to fulfil their quality requirements and thus to be maintained in closer collaboration with them. This calls for collaborative governance on relevant decisions regarding cross domain and cross country quality issues on MNEs data at ESS level, as described in chapter5.
While the vast majority of European MNEs in the EGR are maintained via automated processes, the Top MNEs i.e. those with large and complex organization and with a significant impact on business and macroeconomic statistics at national and European level, deserve a special attention. Some Member States and EFTA countries carry out national profiling to improve the quality of MNEs in their business registers and for the delineation of national enterprises. Since national business registers are input for EGR, in principle the results of national profiling should be reflected into EGR, too. In practice the experience shows that in addition to national profiling, the quality of MNEs can be improved with collaborative European profiling. 

Member States and EFTA countries can participate to European profiling with the role of leader (MNEs headquarters) or partner (MNEs affiliates). The process often includes direct contact with MNEs by the leader country and data sharing in IPT with the partnering countries. European profilers validate the MNEs perimeter of control globally
 and fix the MNEs’ UCI. They analyze the economic activities of the MNEs in a global perspective, delineating global enterprises. MNEs do not see themselves in terms of legal units by country, but in terms of global business segments across countries. The global enterprises roughly corresponds to business segments. This horizontal representation of the economic activity of the MNEs can help national statisticians to better delineate their national enterprises and monitor the effects of MNEs restructurings on national figures (for instance NACE, employment, shifting of assets, liabilities, etc.). At the moment European profiling is a voluntarily activity, supported by the European Commission with funding and a secure platform to exchange confidential data, called Interactive Profiling Tool (IPT).
At the moment Member States and EFTA countries participate to European profiling voluntarily, facing obstacles to approach them with the result that some relevant Top MNEs are not covered
. The results of European profiling should be integrated into the EGR so that high quality information on Top MNEs is reflected in the survey frames populations used to produce globalization statistics. 
At the moment EGR and European profiling are annual processes and cannot follow Top MNEs dynamically when they restructure. However this need is highly relevant as they may change frequently and misreporting them can generate unexpected shifts in statistical values. To cover this need, the ESS has set up a European Early Warning System (EWS), i.e. a voluntary network of national correspondents that timely communicate about MNE restructuring cases. In the EWS the exchanged information is limited compared to the EGR, and focused to the purpose of discussing methodological aspects and take coordinated actions about statistical treatment. Confidential information is stored in a secure environment and only the concerned countries have access to it. Experience gathered so far shows that the EWS approach is valuable and that it should be further developed in future. 

The EGR covers MNEs with a relevant interest in the EU, which is a limitation with respect to the situation in the rest of the world. Some other projects aim to cover worldwide information on MNEs and further collaboration would be beneficial, while preserving the statistical confidentiality of the EGR data. 
3. Other international initiatives

3.1. The Global Legal Entity Identifier System (GLEIS)

The Global Legal Entity Identifier System (GLEIS)
  (www.gleif.org) is an initiative launched in 2011 by the Financial Stability Board (FSB), mandated by the Group of 20 (G-20). The purpose is to facilitate coordination amongst the regulatory community through the creation of a global Legal Entity Identifier (LEI) that uniquely identifies legally distinct entities engaged in financial transactions as well as their direct and ultimate parents. GLEIF covers financial and non-financial entities engaged in different types of financial transactions.
The main advantage of the GLEIS information is that all information from the GLEIS (LEI and relationships) is publicly available and potentially very interesting from the perspective of building a Global Group Register on the basis of public information.

3.2. UNSD Global Group Register (GGR)
In 2015 UN Statistical Commission requested
 the creation of a global enterprise group register (GGR), building on and taking into account lessons learned from the EGR. In 2016, a joint project was initiated and a first project report prepared, containing high level views on the outcomes, the impact, the success criteria, the assumptions, the constraint and the risks. 
Progress on the project are reported through the UN Expert Group on international trade and economic globalization statistics, which reports to the UN Statistical Commission every year. At its last June 2019 meeting, the UN Expert Group supported the Global Groups Register work to be taken forward.
The main objective of the GGR would be to provide information on the structures of MNEs and the worldwide links among their constituting enterprises to adequately describe their contributions to the global value chain using micro-level statistics. 

The first phase of the project focused on analysing various available public sources as potential input for the GGR. One of them was the Electronic Data Gathering, Analysis, and Retrieval EDGAR system (https://www.sec.gov/edgar/quickedgar.htm) for US based MNEs that collects data from the U.S. Securities and Exchange Commission (SEC). Another one was the European Business Register EBR https://www.ebr.lv/en/, providing online access to standardized data stored in European administrative business registers. To cover the rest of the world, information from the GLEIF initiative was considered as the most useful public available source, or in alternative private commercial data base.
3.3. OECD Analytical Database on Individual Multinationals and Affiliates (ADIMA)
OECD has opened in July 2019 the Analytical Database on Individual Multinationals and Affiliates (ADIMA) containing relevant information on MNEs for economic analysis on their participation in the global value chain. At the moment ADIMA covers the 100 largest worldwide MNEs, more than 26.000 affiliates and includes about 5.800 LEI numbers. 

ADIMA uses open big data sources and the information is publicly available at http://www.oecd.org/sdd/its/statistical-insights-the-adima-database-on-multinational-enterprises.htm.

ADIMA includes a physical register, providing register-type information of the largest MNEs and their subsidiaries and a digital registers with the list of all website addresses of the covered MNEs. A third component of ADIMA is a set of economic indicators built up using MNEs consolidated accounting data. Finally ADIMA provides information about large MNEs restructurings events that could potentially affect trade, GDP and FDI estimates. 
4. Statistical activities and consistency work on MNEs

MNEs activities have impact on several business and macroeconomic statistics and their consistency are analyzed by national statistical offices. To carry out consistency work the statistical offices gather together all national available data from different domains and sources (including administrative ones) and cross checks them at micro and macro level. When inconsistencies are detected, experts from different areas collaborate and contribute to solve them. Often direct contact with the concerned MNEs is necessary. To discuss with MNEs, the statistical offices need to involve experts with different competencies and skills, able to communicate effectively the statistical needs to the MNEs using their accounting language. In many countries consistency work is run by specialized units called Large Case Units, whose members have a mix of competencies, including business registers, profiling, business and national accounts statisticians. 
The organization of LCUs or similar structures vary across countries. In some cases consistency work is done mainly in business or macroeconomic statistics departments and national business registers might not reflect the applied corrections as they usually do not produce revised versions of past statistical frames. In other statistical offices LCUs are closer to profiling and business registers units and transmit (or directly contribute to update) them with the necessary corrections. In this organizational set up, the business registers play a central coordination role because input provided by the LCUs can be incorporated in the business registers and then used by all other statistical processes. In this way inconsistencies can be corrected at the earliest stage of the statistical production chain
. The LCUs activity can be strictly linked to the EWS activity and MNE restructuring cases with potential sizeable effects can be treated by LCUs and communicated to statistical compilers.  Eurostat and other international organizations very much support the consistency work and the creation of LCUs in statistical offices
. 
In 2018-2019, the ESS engaged in the GNI pilot exercise
 on some selected MNEs aimed at verifying the reliability of the recording of globalization in European GNI data. The activity included checking the complete structure of the MNEs (legal units and branches
), the allocation of economic versus legal ownership of products and assets, their consistent cross-country treatment and their impact on value added
. The GNI pilot required intensive cross country collaboration and exchange of micro and macro data, to bilaterally verify their correctness and consistency for GNI purposes in the Member States. The participated statistical authorities in some cases also engaged in direct contacts with MNEs. In several statistical offices GNI statisticians worked in close collaboration with LCUs experts and benefitted from the information on MNEs available in the EGR and European profiling. 

In addition to the national LCUs, Eurostat and international organizations support the idea of establishing a network of LCUs to address consistency issues across countries. In the ESS, the LCUs network, facilitated by the legal framework on EGR, could concretely use it to retrieve global information on MNEs and validate it collaboratively. Also the European profiling network could be re-used beneficially. However for consistency activities, statisticians need to share additional economic data with respect to what is available from EGR and European Profiling. In general, improving data sharing on MNEs to better understand and measure their global activities in economic statistics is a topic discussed in many international fora
. Being able to analyze cross-country inconsistencies in a LCUs network would allow to significantly increase harmonization and comparability of economic statistics at international level. 
5. Governance on MNEs related statistics
To better record MNEs statistical information consistently across domains and countries the ESS is considering governance models that could improve collaboration, communication and data sharing across European countries, while respecting the principles of subsidiarity and confidentiality. Establishing collaborative governance is by itself a way to improve consistency. This paragraph describes a collaborative governance model and a proposal on how it could be operating in the ESS, staring with a reduced-in scope application to business registers and FATS statistics. 
5.1. The chain management model

The chain management model was developed by CBS Netherlands in 2008 as a way of working together across different domains in a non-hierarchical way to improve consistency between short term, business and macroeconomic statistics at national level. 
The chain management model is based on the idea of connecting different individual processes that have impact on a certain statistical output, as part of an organizational chain. The managers of the individual processes and their hierarchy do not lose autonomy in this model on their specific statistical process, however they agree on a common goal for the chain, for instance the quality of certain statistical output, and work together to ensure that inconsistencies among the different processes are detected/avoided in advance and solutions are worked out in a collaborative manner to preserve the quality of the common goal. 

According to the chain management model, data quality issues are better identified and solved upstream in the statistical production chain, rather than at the end of the chain, when inconsistencies become visible in the output. The model puts emphasis on improving early and structured communication across statistical producers, harmonizing their methods and sources, encouraging cooperation between process managers to resolve major cases as soon as possible, rather than spending time and resources to correct inconsistencies on final data, even though this cannot be probably totally avoided. 
The chain management model is useful especially in case of relevant changes in the processes or in the data. Each manager, informed about the changes in her/his own process, is aware of the repercussions that they may cause also on the other processes and on the quality of the output. He/she regularly communicates discuss them with the respective process managers partners so that they can adapt or find a common way of introducing and managing the changes preserving or improving the quality of the output. The application of this chain management model can increase the consistency of the statistical output and reduce the costs of validation and ex-post data reconciliation. 
At national level the chain management model can be used to support consistency work across different statistical domains. For instance LCUs or similar organization de-facto operate in a chain management style when they involve experts from different domains and collaborate to solve the detected inconsistencies. Also business registers can be part of the chain and by updating the statistical unit register population with the LCUs-received information can deliver correct and coordinated statistical frames to be delivered to all the statistical users. 

5.2. A two-levels chain management model 
The chain management model could suit well to manage not only cross domain consistency but also cross country. 

Each statistical process dealing with globalization statistics (in business as well as in macroeconomic statistics) has its own rationality, goals and interests and each domain manager has the responsibility to produce a certain quality output managing each individual process independently. However MNEs act globally and their activities are reflected in different output, thus the individual processes are in fact interdependent and each process manager cannot oversee on its own the entire system of dependencies or control the overall final quality. 
In general Top MNEs quality issues affect different statistics at national level and in different countries. Not managing the quality of the different statistical processes together might lead to inconsistent, sub-optimal and non-transparent output for the users.
Figure 1 shows cross domain and cross country consistency in relation to MNEs. National LCUs and similar organization work on consistency issues across statistical domains at national level, with respect to the economic relevance of the statistical units and in particular on the largest and complex MNEs (vertical and horizontal axes). A kind-of LCU network organization could add the third dimension (countries) and add to the national organization the possibility also to communicate cross country when Top MNEs measurements issues can affect statistics in different Member States and generate significant discrepancies at European level. 
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The chain management model applied at national level (for instance by CBS), is based on intense and frequent communication, meetings, etc. of the process managers responsible of the different statistical activities and working together in the chain. When looked at international level, the application of such a model is not easily replicable. Scaling it up to different countries greatly increase its complexity and makes it impossible to encompass in a chain all process manages dealing with globalization statistics nationally and in different countries.
However the concept is valid and some simplified versions, restricted to some well-defined and concrete processes, can be analyzed, tested and implemented. This is the case of the simplified governance model between the business registers, national and European, European profiling, and the FATS domain
 discussed in the ESS. 
The ESS chain management between EGR, European profiling and FATS is a concrete example of how interdependent processes can be part of an organizational cross domain and cross country chain whose common goal is to have a good quality EGR frame to be used as a qualitative authoritative source for FATS statistics. 

The test considers roles and responsibilities divided in two layers, like in Figure 1: the national layer, responsible to ensure consistency cross domain and the European layer, responsible to ensure consistency cross country. The national and European layers are connected by the national chain managers/coordinators that form the EU chain management group. The roles and responsibilities of the two layers are described in the table below.
National layer:

	Role
	Responsibilities

	National chain manager
	The national chain manager is not (necessarily) the manager of a national process, but someone with a high level view on them, good negotiation and communication skills.

1 It is the "supervisor" of the chain's common goal and coordinates the national chain on those quality issues only.

2 It receives the communication from one national process managers about a relevant change in its process (for example in the NBR) and ensures that the other national process managers (for instance of EU Profiling and FATS) are informed and take action, by organizing meetings, etc. 

3 It makes sure that the change in implemented in the entire chain.  

4 It takes care that the respective Working Groups (BR and FATS) are informed about what happens in the chain when they report quality issues to Eurostat. 

5 It represents the national layer in the European layer by participating to the EU chain management group.

	National chain partners
	The national chain partners are in fact the national process managers of the various statistical domains. In the simplified example: national BR, EGR, Profilers, FATS statisticians. 

1 They Run their own national processes according to the goals and rationale and ensure the performance of their own process and output.

2 They inform the national chain manager when a change in their own process is relevant to other processes in the chain.

3 They participate actively in the national chain and communicate with the other national chain partners.

4 They stay informed about the other processes.


European layer:

	Role
	Responsibilities

	EU chain manag. group
	This body is composed by all national chain managers.

1 It meets periodically
 to inform and discuss important developments or changes happening in one process and relevant to the whole chain. 

2 It has an advisory role for handing only for cross border issues related to the agreed common goal. 

3 It can act faster than the institutional FATS and BR WGs, because it knows the chain and its functioning. 

4 It can report to the BSDG for strategic decisions, if needed. 

5 It could be coordinated by Eurostat. 

Also at Eurostat one chain manager could coordinate the interests of the various domain managers.

	Sub-groups

called
Expert Group(s).
	This body assists the EU chain management group on technical issues.

1 It discusses specific topics that the EU chain management group cannot solve in plenary (e.g. some technical process issues, treatment or classification of certain units, methodological issues, etc.).

2 It could be formed by a restricted number of national chain managers appointed according to their expertise on specific topics. 

3 It reports to the EU chain management group.


EGR and European profiling are for the purpose of this chain the relevant tool to be used to update and store the agreed-by the chain information. Not all MNEs and EGR quality issues can be discussed in the chain. At European level, only the most relevant cross country issues in relation to the Top MNEs can be considered. European profiling and EGR data are the main coordination tools to be used by the chain management to identify and solve quality issues on the Top MNEs.
6. Business registers and EGR for micro data linking
ESS statistical offices have national identification systems assigning unique numbers to their resident legal units. They are responsible for micro data linking different administrative and statistical sources to create multi-dimensional data cubes and produce analyses and useful statistical indicators
. The unique identifier assigned by the EGR system (EGR Identification System) adds the global dimension to the national cubes to derive new statistical information on globalization. 

Some statistical offices regularly publish structural business statistics enriched with information on enterprise groups, measuring the share of national enterprises belonging to enterprise groups (national or MNEs) on the total economy. This kind of analysis add value to the traditional information based on structural characteristics, performance and competitiveness because it places the national economy in the global picture. For instance small and medium-sized enterprises (SMEs) have to be considered not only in terms of structural size class (employment) but also in relation to their independency or dependency from MNEs. This global dimension add relevant information to policy makers and better serve them to target the objectives of economic policies.  

Also, linking micro data on trading enterprises with business registers and MNEs data allows to derive structural information on enterprises engaged in international trade in goods and services (TEC and STEC statistics
) as well as their dependency from larger organization and the type of control (foreign controlled /domestically controlled). Trading enterprises engaged in trade for processing can also be linked to MNEs structures to try isolating potential intra-group trades and provide a rough estimate of intra-group flows and transfer pricing. 
The analysis of Global Value Chains is another topic where micro data linking to EGR can add informative value. The statistical challenge is to ensure that MNEs activities in the global chain are consistently recorded in the national statistics of the respective countries
. Linking global value chain data at enterprise level to information on MNEs structures, could allow additional breakdowns on enterprises outsourcing their production or services, and distinguishing between national or international sourcing, within the same MNEs or not, etc.
Finally, technological innovation and R&D investment are a sector where MNEs play a leading role. Usually MNEs keep the R&D core unit in the country of origin and decentralize other R&D functions to their subsidiaries abroad. Statistical micro data on R&D expenditure obtained through national surveys linked to MNEs micro data could provide useful information on the allocation of R&D expenditures between mother companies and their subsidiaries for consistency work in macroeconomic statistics, like GNI pilot, to correctly allocate value added across countries. 
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� ESTAT – G1. The paper reflects the view of the author.


� The statistical implications of economic globalization Economic globalization are in the agenda of the 2019 Conference of the DGINS (Directeurs Generals des Institutes Nationales de Statistiques) of the European Statistical System that will be held on 9-10 October in Bratislava, Slovakia. 


� To produce the EGR, input from the national business registers need to be highly standardised and coherent and the data exchange process automatized. The European System of interoperable Business Registers (ESBRs) project delivered detailed descriptions of methods, processes, data structures and concepts, data exchanges to improve the interoperability aspects in the network. 


� Enterprise groups shall be identified through the links of control between their legal units in accordance with Regulation (EU) No 549/2013. 


� More information on on the EuroGroups Register are described in the papers of ESTAT Strengthening the EGR for better usage and usefulness” and “Opening data source for retrieving information on MNEs” presented under other sessions. 


� 'Authoritative source' means the sole provider of data records containing national statistical business register and EuroGroups register data in accordance with quality standards referred in Article 16 of FRIBS.


� For instance, the identification and treatment of special units such as SPEs, branches, etc. are relevant to GNI pilot.


� The Top MNEs operating in the EU should be put under a European profiling program� and regularly monitored.


� The GLEIF is an association under Swiss law, acting as the contracting and operational body of the system, supporting the application around the world of uniform operational standards and protocols and maintaining a “logically” centralised database of LEI identifiers and associated reference data.


� Decision 46/107 of 2015.


� See the chain management model in chapter 5.


� The UNECE organized a Seminar on Large Case Units during the meeting of the Group of Experts on National Accounts on Measuring Global Production in April 2019. Eurostat is supporting by mean of a Multi-Beneficiary Grant Agreement a consortium of European countries for coaching and sharing of experiences to support Large Case Unit activities in the ESS.


� An overall report summarizing the results of the GNI pilot exercise is under preparation. It contains also a set of recommendations for future actions.


� On branches data exchange bilateral across countries is particularly important to get a complete mapping of them from both sides and to understand to which country intangible assets have to be assigned. 


� A secure Commission environment was set up to securely store the necessary confidential information during the pilot exercise.


� The UNECE Group of Experts on National Accounts on Measuring Global Production discussed about “Data sharing to better measure multinational enterprise groups' activities” at its April 2019 meeting.


� CBS Key note speech at the Wiesbaden Group 2018: � HYPERLINK "http://www.wiesbaden2018.bfs.admin.ch/agenda-papers/" �http�� HYPERLINK "http://www.wiesbaden2018.bfs.admin.ch/agenda-papers/" �://www.wiesbaden2018.bfs.admin.ch/agenda-papers�� HYPERLINK "http://www.wiesbaden2018.bfs.admin.ch/agenda-papers/" �/�


� Other statistical activities where cross domain / cross country collaboration is necessary to improve the quality of the statistical output (e.g. GNI Pilot, consistency work of LCUs units, etc.) could be added in future.





� Not necessarily physically, e-meetings or IT tools can be the major communication instruments.


� Over the last years, the ESS has launched several projects, based on micro data linking from structural business statistics, foreign affiliate statistics, international trade, research and development (R & D) and global value chains/international sourcing, to develop new indicators on economic globalization. Currently some of them have evolved into regular statistical activities while others produce experimental statistics and will be further continued.


� In November 2017, the Compilers Guide for statistics on Services Trade by Enterprise Characteristics (STEC) (� HYPERLINK "https://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-007" �Eurostat & OECD, 2017�) was published. TEC are official statistics since 2010 and STEC are currently labelled as � HYPERLINK "https://ec.europa.eu/eurostat/web/experimental-statistics/stec" �experimental�  statistics.


� Global Value Chains survey is foreseen in FRIBS and a test run before 2023.
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