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This document amalgamates the comments on the longitudinal estimates provided by each of the countries.

No comments are included for Poland, Czech Republic or Slovakia, as they formed the validation group.

Republic of Macedonia is not included in the longitudinal estimates as there is no data for the relevant period.

Neither Bulgaria nor Latvia provided written comments.

John Perry/ Hans Velt

Albania: 

General comments:

· no experience on demography analyses

· limited demography data available

· insufficient quality on economic cessation of enterprises.

Conclusion:

1.limited resources for checking the results

2.we do estimate the enterprise population, every year using the "traditional method" stock + births - dead.

Detailed comments:

Having in mind the general comments, the limited sources used for checking

the results are:

A. for checking the birth of enterprises

1994

1995

1996

Administrative register
16722
 
8144

7367

National register survey




no data

DOSME


5635

10142

6192

Looking at the data what concern me is the differences on the data for the year 1994 which is consider as the economic boom for the Albanian economy.

The only explanation I can think is that this period was also less experience for the tax system, so the motive was" let the enterprise operate then can be registered" now this not any more the case.

That's why is a different between the data of creation as a legal unit and the data of creation as an enterprise.

B. Regarding the death of enterprise is even more difficult to check the results, especially due to the missing of the date of economic death of enterprise.

Administrative register
legal death

yes (information exists)

                                

economic death
insufficient quality information

DOSME





yes

Other sources (BSS)
only the rate of cessation of enterprise, about 22%

As a conclusion I can say that your estimation looks better than what I expected, in terms of the cessation of enterprises.

I just received your explanation about the situation on our estimations. But in your paper was written " total creation on 1.01.1995" that's why I've misunderstood, finally I am happy  with comments. Regarding your requests please be informed as follows:

1. Business population on 1.01.1995,1996, it will be provided according to our administrative register. At that time no business surveys were conducted covering all economic sectors .To be clear there were conducted the following activities:

a. survey on trade statistics, 1996

b. limited services statistics( only bar-cafe- restaurants) , in 1996

c. survey on construction statistics( covering only NACE group  45.21)

At the beginning of the next week I will provide if you need data on enterprises on the above limited sectors.

2. from June 1998 INSTAT started the implementation of business structural survey( and myself is the project manager) covering the following NACE groups:

industry            NACE- group (05- 41)

construction      "                 45

trade                "                  50, 51, 52

transport          "                   60.2

services           "                   55, 70, 74.1 74.4 74.6 74.8,: 90: 93

Data published for this survey were corresponding only for active enterprises with more then 6 months of activity.

Our comment to the first comment was that the figure 5635 does not refer to 1994, but to the complete period before 1 January 1995.

Estonia:

Data validation

There are no objections concerning using the cessation dates.

Table 4.5 Estimation of stocks and flows of business population

There we found some small mistakes:

Dead enterprises 1-1-1995
Minus
11,744

11.745

Estimate 1-1-1995 of live (active and dormant) enterprises

39,711

39,710

Total firms definitely ceased in 1995
Minus
8,605

8603

Total creations in 1995
Plus
9,054

9053

Dead enterprises 1-1-1996

20,349

20348

Dead enterprises 1-1-1997

29,720

29719

I think these differences can explain with round figures, but it would be nice if the sums conform to other figures. 

Comments on the demography of estimates

In Table 4.7 live enterprises have been compared but active enterprises are not included in the table. As we lack information concerning dormant enterprises in the register, therefore, we calculate the creation rate on the basis of active enterprises.

In the table, comparative data has been given : longitudinal estimates(register creation rate.

Hereby, we would like to comment one point: In table 4.7 the comparison between live enterprises  has been calculated, as we understand it, as follows:

 401160-39711    (1,1%) ; 26345-27798   (-5,6%)

                                                                                     40160                             26345

Why the division has been made with the last year but not with the first year, i.e., the year we use for comparison. 

When we look at Table 1 in publication B3 then the creation rate has been calculated with the first year. Or are they different things?

We use the other variant for calculating the creation rate in our register and for calculating the active enterprises, although the creation rate is different, the tendency is the same.

Table 4.7 Demography of estimated Estonian enterprises by type unit

Indicator
creation rate

REGISTER data
Natural Persons
Legal Persons
All

Closures before 1-1-1995 as share of units in register

25.7%
25.5%
25.5%

Creations before 1-1-1995 as share of units in register

49.0%
1.9%
11.8%

Live enterprises 1-1-1995 as share of units in register

123.2%
76.5%
86.3%

Active enterprises as share of estimated live enterprises (1-1-1995)

84.0%
78.5%
80.1%

Closures 1995 as share of estimated live enterprises (1-1-1995)

24.6%
20.4%
21.7%

Creations 1995 as share of estimated live enterprises (1-1-1995)

40.8%
15.1%
22.8%

Live enterprises 1-1-1996 compared to 1-1-1995

13.9%

16,0%
-5.6%

-5,2%
1.1%

1,1%

ACTIVE enterprises 1-1-1996 compared to 1-1-1995
25,1%
31,9%
16,1%
21,1%

Active enterprises as share of estimated live enterprises (1-1-1996)

95.2%
96.3%
95.9%

Closures 1996 as share of estimated live enterprises (1-1-1996)

26.6%
21.6%
23.3%

Creations 1996 as share of estimated live enterprises (1-1-1996)

12.6%
15.8%
14.7%

Live enterprises 1-1-1997 compared to 1-1-1996

-16.3%

-13,9%
-6.1%

-5,8%
-9.4%

-8,6%

ACTIVE enterprises 1-1-1997 compared to 1-1-1996
-5,5%
-13,6%
-7,1%
-9,3%

Active enterprises as share of estimated live enterprises (1-1-1997)

95.6%
95.0%
95.2%

ACTIVE enterprises 1-1-1998 compared to 1-1-1997
1,6%




In conclusion:

We think that estimates are quite good. For example if we compare number of active legal persons from DOSME questionnaire for 01.01.1999: 23 551 with number of active legal persons we calculated using Social Security Fund and Custom Office data: 25 539 one can see that cap is relatively small. There is also a reasonable explanation for cap, namely number of active persons for 01.01.1997: 25 539 is derived using all available activity signs from Funds during 1996 (not equal to one reference date). So the dormant units are included to these figures.

Unfortunately, we are not able to compare dormant enterprises and closures separately as we have not made own analyses yet. We hope that if the active total is acceptable, so are the other results.


01.01.1995
01.01.1996
01.01.1997
01.01.1998
01.01.1999

Register (active legal entities)
24572
30822
29121
29596
30930

Register (active legal entities in the scope of the survey )
20585
26711
25539
26282
27540

Pop. estimates DOSME (active enterprises)
31825
38528
34942



Pop. estimates DOSME (legal persons) 
21831
25351
23551
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In 1990 the Government of Estonia established the Estonian Enterprise Register managed by the Statistical Office of Estonia. From 1994, the management of the register was entrusted to a new state institution called " the Centre for the Register of Estonian Enterprises, Institutions and Organisations " (Enterprises Register or ER). The ER is in charge of registering all enterprises, institutions, organisations, establishments and farms operating in the territory of Estonia. 

From 1 September 1995 the registration of companies (general partnership, trust company, partnership, joint-stock company, profit earning co-operative), branches of foreign companies and sole proprietors started in four registry departments of county and city courts according to the Commercial Law. All enterprises have to be re-registered from ER to the Central Commercial Register (CCR) and the Government appointed the ER to be the keeper of the Central Commercial Register in 1995. The deadline of the re-registration was set on 1 September 1997. Therefore, as a result of the re-registration process, the number of units in ER is constantly decreasing. 

As the main task of the ER was to carry out the legal registration of the bodies of the economy, the quality of the ER did not meet the statistical needs of the Statistical Office of Estonia (SOE), especially for the production of business statistics. In 1994, according to the order of the Director General of SOE, the group of statistical profile(SP) was organised. The goal of the group is to produce the database, as updated as possible and as comprehensive as possible, to be used for the sampling frame of business statistics. The statistical profile database features were based on the EU legislation, especially Council Regulation No 2186/93 of 22 July 1993. 

The Statistical Profile is updated with the help of special annual survey and the data from the Central Business Register every year. The Group of SP receives from the Central Register data about new and closed units and data changes once a month. Other data resources, like the data from the Social Security Fund (unfortunately, since 1998, the data of Social Security Fund are not available), National Customs Board, statistical surveys, annual bookkeeping accounts, newspapers, etc., are also used. In autumn the overall updating of Statistical Profile is carried out. SOE conducts a special complementary survey for correcting the information on units and tries to identify all actually active units. Every unit which was not contacted during the year by statistical surveys receive a special questionnaire. The new SP is completed in December to be the frame of samples for the production of structural statistics of the same year and short-term statistics of the next year. In general no changes are made in the SP during the year; exceptional corrections are made only if large changes occur. The contact data are corrected continuously.

The following figures describe the share of registered enterprise (in SP we used enterprise  as a legal unit) in the Business Register which are included in the Statistical profile:


Registered enterprises
Statistical Profile (active enterprises)
the share of registered enterpreneurs which are included in the Statistical profile

01.01.95
53 652
28 242
53%

01.01.96
64 172
30 527
48%

01.01.97
69 863
31 637
45%

01.01.98
80 811
40 012
49%

01.01.99
69 997
35 252
50%

The Business Register and the Statistical Profile differ in the following aspects:

· The statistical profile is the database of economically active entrepreneurs and non-profit and general government institutions at reference period. That mean the statistical profile should include all units active during at least part of the reference period.

·  The ER is the database of legally  registered bodies of the economy
The change in time-series of the number of units of SP in 1997 is caused by the re-registration process. Therefore some duplication exists in both ER and CCR. As the database of SP is based on the same registers the same duplication was carried over to the SP database. 

Number of entrepreneurs in administrative and statistical databases
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In general the SP included only those natural persons who are registered in CCR and behave as enterprises. The other natural persons whose income in minority is from business activity are treated on the level of macroeconomics as households. And the data of these on the aggregated level are received from Tax Board.

It is quite complicated to compare the results of the estimations of DOSME survey because

the database which was used for DOSME differ a lot from ours.


01.01.95
01.01.96
01.01.97

Register (active legal entities)
24572
30822
29121

Register (active legal entities in the scope of the survey)
20585
26711
25539

Pop.estimates DOSME (active enterprises)
31825
38528
34942

Pop.estimates DOSME (legal persons)
21831
25351
23551

Statistical profile (active enterprises)
28252
30527
31637

Statistical profile (active enterprises in the scope of the survey)
24258
27571
28691
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The section of Financial Statistics of Enterprises makes an estimation of statistical profile using information about returned financial annual reports (who from the enterprises had activity in reference period, who had no activity etc.). We expand received data on all

 frame and in result approximately 80% enterprises were active in same year and 20% enterprises were dormant or started their activity in next year.

 our comments to the first comment:

1.    we are aware of the "small mistakes" and added a footnotes to all tables.

2.    we calculate creation rate on the basis of live enterprises, because our estimate of creations include dormant;

3.    we are interested in annual changes, that is why we did not compare creations to the 1995 stock.

Hungary:

Acceptation:

We looked through the figures and comparing your figures with ours (which were created by an other method) the rates were similar, so they were acceptable for us.

Except in table 5.8 created in 1995, the figure of the longitudinal estimates version II (126,680) compare with the publication B1, B2, B3 is much higher, almost the double of them so it is a little bit hardly acceptable.

Comment of the creations, closures and dormant units:

The creation of the enterprises was getting higher after 1994 due to the changing of the economic system. It meant that many state-owned companies were closed and many employees joint to the unemployed and this high number of unemployed had to set up enterprises or be sole proprietors by necessity. But many of them stopped their activity at once or soon. Others stayed dormant once. The number of dormant units was originated in laws and costs. On the one hand it was cheaper to keep an enterprise dormant or definitely not ceased, on the other hand the fear of the Tax Office’s control kept many entrepreneurs off stopping their activity formally. So it depended on the consideration of the entrepreneur.

Our comment: it could be the case that 126,680 figure is due to a transfer of units from 1994 to 1995.

Lithuania: 

1. Are the estimates acceptable for us?

Naturally, we do not doubt the accuracy of the data provided, since they were prepared on the basis of our preliminary data.  However, we have some doubts regarding correctness of activity cessation date given by businessmen.  Especially this concerns personal enterprises.  We have noticed that often the businessmen indicate that they have temporary ceased their activity exactly at the time of conduction of the survey.  Mistrust of governmental institutions and a severe tax system could be an explanation to that.  This is why even structural surveys they see as one of the ways to examine the status of the business and increase taxes.  Dates of cease of activity of the dead enterprises are more reliable.  Another problem, which requires an explanation, why sometimes the lag between actual start of activity and registration of the enterprise, is so big.  It is because some businessmen, most probably, misunderstood the questionnaire and indicated start of activity in general i.e. irrespective of the registration of the enterprise.  For instance some owners of personal enterprises indicated the date of start of their activity, notwithstanding that they had not yet registered their enterprise and have been working as patentees.  Whereas, owners of some joint stock companies indicated start of activity despite the fact that their enterprise had other legal status (state enterprise after privatisation has become a joint stock company).  I tend to think that this can be easily corrected, all we have to do is to adjust the date of start of activity according to the date of registering the enterprise.

2. Now about the difference between cessation date

This question is particularly important since we would also like to see the reasons that predetermined bigger or smaller number of inactive enterprises during certain periods of time.  Having analysed the Register of Enterprises we have noticed that the biggest number of dead enterprises was observed in 1996.  (The number of newly registered enterprises was 14926 and dead enterprises - 10325) and in 1997 the figures were (newly registered – 15,105, dead – 7856).  In 1998 and 1999 those proportions have been decreasing.

What could have predetermined bigger or smaller number of inactive enterprises?

It is difficult to answer this question because of constantly changing political and economic conditions.  Besides, we have to keep in mind the fact that our country has passed on to the market economy having no experience in organisation and implementation of private business ie experience that Poland, Hungary and Romania had.  All of the reasons can be split into two groups:

1) External

2) Internal

External reasons are the changes that are taking place in the eastern market.  Our enterprises are mostly connected to and dependent on the raw material base and realisation market of Russia, Belarus and Ukraine.  Many enterprises had ceased their activities since September 1997, when Russian crisis began.  The process continued in 1999 as well.

Internal reasons.  This group of reasons comprises:

1) Legal basis regulating business activities.  The major laws, which had influenced cessation of activities of enterprises, were the Law on Bankruptcy adopted in 1997 and the Law on Declaration of Property.  A harsh taxation system increasing taxes on businesses has the major influence on closure of enterprises

2) Lack of support for small and medium enterprises.  The Government adopted a support programme for small and medium enterprises, which is not functioning or functioning in a non-sufficient way.

3) Lack of experience in business administration.

4) Kind of activity of enterprises.  The major part of small and medium enterprises is enterprises engaged in trade.  Most of them are personal enterprises engaged in trade activities in markets.  Activity of such enterprises does not require huge capital investment this is why these enterprises can start their activity as soon as the owners register the enterprise.  However, existence of such enterprises is the shortest, since these companies are very sensitive to instability of the market.

5) Administration of the Register of Enterprises

Local Governments/municipalities, perform registration and liquidation of enterprises.  Therefore, timely data flow to the Central Register of Enterprises depends on timely data input by Local Governments.

Thus all the above reasons could have affected the number of inactive enterprises during separate periods of time.

Romania:

a. Answers

1. Regarding the estimation of active legal units for 1.1995 and 1 1997 (Table 9.6) the results are considered too small.

2. For the 1.1996 the data are very close of our data (table 9.6).

3. The creation in 1995  and 1996 correspond with BR data for legal units (table 9.6)

b. National estimates

The data sources for the active units is BR.

B.1 Local situation

The main source of data for the BR is Fiscal Register of all taxpayers and other administrative sources. 

B.11 Legal units

The start date of the economic activity is not declared. 

In the BR the start date of activity is considered based on the first VAT declaration or the start date of year for the first balance sheet. 

The balance sheet is declared for a fiscal year (an intermediate balance sheet for the first six months of the year).

The declaration of the activity cessation date is very rare. Based on these declaration we consider the unit as dormant. There is possibility either the activity to be restarted or not.  

 The de-registration from the Trade register is costly for the legal unit and so, very rare; based on these declaration we consider the unit as dead. 

Periodically, the missing of the balance sheet and VAT declaration is checked and the unit is marked as dormant. 

B.12 Physical persons

All physical persons registered in the BR are considered active starting from the registration date until they declare the cessation date. Yearly, the centralised financial results of the physical persons are received from the Ministry of Finances, including the total number of units. Comparatively with these data the number of active physical persons in BR is ‘less than’. But there is a big question mark on the correctness of our data because we have not the unit’s declaration file (only centralised results).  

In the frame of NCS there is no statistical survey on physical persons.

Based on our sources of data the situation in the BR is:

TABLE 1


Year 1994
Year 1995
Year 1996
Year 1997



SME’s- legal units- active in the period
273600
291781
300450
305003

        From which:

         New created


           108152
        90771
          34265
         25806

SME’s –physical persons - active


173904
226407
255030
263940

Total of active SME’s
447504
518188
555480
568940

 We do not present the situation on 1.01 of the year, only the situation on the period.

Based on BR we do not know the portion of dormant units and the portion of the definitely ceased units (as they declared in the questionnaire). We consider as dormant the difference between the registered units and the active units. 

Comparatively with population estimates from the document 53 – there are some important differences.  

Regarding the physical persons there is a lack of information in our administrative data sources resulting an overestimation of the active units in the BR.

Regarding the legal units I could explain the differences in data for active units resulting from PANEL surveys against of BR situation by the existence of a big proportion of changes in the state of the activity from active to dormant (TABLE 1). 

Important note: in 1995 a big number of owners created a new legal unit because of the tax facilities for the enterprises younger than 5 years.  From the point of the enterprise it was the same, but as a legal unit it was a new one. This situation could create problems for the surveys- the aspects of the continuity were not considered.

Structural surveys

The sample base for the structural surveys covers only the enterprises considered active in the year and which are not dormant or dead at the end of the year (31.12).

Based on the structural surveys we couldn’t make estimates for a completely demography of SME. 

Our comments to the first comment are included in Mariana's answer on 13 April.

We accept the PECO PANEL(DOSME) surveys estimation.

Some supplementary checks we made considering the VAT files. I have not yet  the results.

 Referring to the other surveys - no estimation of the enterprises  population is made.

 I have communicated your question to my colleagues from SBS and STBS (short- term).

The answer is: no other estimation we have; just BR data. I reconfirm my previous answer.

 About the methodology of SBS we could discuss anytime.

Slovenia

Slovenian national population estimates after the exclusion of some legal units:


Natural
%
Legal
%
Total



31. 12. 1994
59.914
68
28.203
32
88.117

31. 12. 1995
57.802
66.2
29.554
33.8
87.356

31. 12. 1996
62.203
66.8
30.899
33.2
93.102

Creations

1995
10.208
91
1.013
9
11.221

1996
5.133
79.1
1.354
20.9
6.487

We made some exclusion of units that are not in the scope for DOSME because of our incomparable data in the Statistical Yearbooks. I have to point out that those exclusions were made only for legal persons on the base on external financial data. Now the data for legal units refer to those that had in the current year transactions on their giro accounts and presented their final accounts to the Agency of Payments. In this way we included only actually active legal persons (only those legal forms that are according to the DOSME requirements included in the sampling base for each year - excluding non profit units). 

The data for legal units differ quite a lot from the data presented in the Yearbooks. This is quite reasonable, according to the presented coverage of units in those publications. Nevertheless, we assume that some kind of differences could be presented also for natural persons. We are sure, that all registered natural persons in the yearbook are not active from the statistical point of view, but unfortunately we don't have relevant data to do the same exclusions as for legal units. 

In general when we compare our new data with your estimates, we could see, that the differences are smaller then the differences based on the data from the Yearbooks. It is hard to say whether your estimates are good or not, because we don't have comparable data for natural persons. Simply we have to believe you and accept the results as they are.
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