Central Statistics Office

IRELAND

e O

i e

[ ) R

Fy 1 B

‘www.csoie




Central Statistics Office
An Phriomh-Qifig Staidrimh
O 9
CJ\\l
\l

Business in Ireland
2011

Published by the Stationery Office, Dublin, Ireland.
To be purchased from the:

Central Statistics Office, Information Section, Skehard Road, Cork.

Price €5 November 2013



© Government of Ireland 2013

Material compiled and presented by the
Central Statistics Office.

Reproduction is authorised, except for commercial
purposes, provided the source is acknowledged.

Print ISSN  2009-4493
Online ISSN 2009-6895
ISBN 978-1-4064-2738-7



Click on chapter title to go directly to that chapter
Table of contents

Chapter 1 Introduction and key findings 5
Chapter 2 An overview of the business economy in Ireland 9
Chapter 3 Small and medium enterprises (SMEs) 15
Chapter 4 Enterprise births, survivals and deaths 23
Chapter 5 Business performance in Ireland 29
Chapter 6 Business costs in Ireland 35
Chapter 7 Detailed business sectors 41
Chapter 8 Multinationals: an Irish perspective 47
Chapter 9 Financial sector 53
Chapter 10 International comparisons 57
Special Article 1 International Sourcing Survey 2009 to 2011 - a case study

for systematic micro data linking 67
Special Article 2 The Distribution sector in Ireland 77
Appendix 1 Data sources 91
Appendix 2 Definitions 93
Appendix 3 Classifications 97
Appendix 4 StatBank - CSO main data dissemination service 99

Business in Ireland 2011 web version

www.cso.ie/shorturl.aspx/203







Chapter 1

Introduction and key findings

This is the third year of the consolidated annual report on Business in Ireland. It was initiated to provide an

overview of the Structural Business Statistics currently produced by the Central Statistics Office (CSO).

The report this year again focuses on the activities and performance of small and medium enterprises (SMEs).
Chapter 3, which is dedicated to the analysis of SMEs, has been expanded to include a categorisation of SMEs
into Irish-owned or foreign-owned enterprises which were either engaged or not in international trade. Chapter 5
looks more specifically at the performance of SMEs compared to large enterprises while Chapter 6 looks at the

breakdown of the business costs faced by SMEs.

There is one new chapter which expands the scope of the report. Chapter 6 — Business costs in Ireland — looks at
personnel costs and its constituent parts of wages & salaries and employers’ social security costs. Total purchas-

es of goods and services by enterprises are also analysed in terms of broad sector and size class.

There are two special articles in the report this year. The first special article, which is authored by Mr. Barra Casey
(CSO0), outlines some of the key results from the International Sourcing Survey 2009 — 2011. As this survey was
coordinated from the European level, it is possible to compare the Irish data with results from other countries in
the EU. A methodological note is also included about an ongoing project with Eurostat that aims to link the micro
data from the International Sourcing Survey 2009 - 2011 to other statistical domains. The benefits of micro data
linking include the production of new statistical outputs at minimal extra cost to the CSO and no extra burden on
respondents. The European project will be outlined and initial outputs from the micro data linking exercise will be

presented.

The second, which is authored by Mr. Don Forde (CSO), analyses the Distribution sector in Ireland over the period
2000 to 2011. A number of different data sources are used in the analysis (e.g. National Accounts, Annual Ser-
vices Inquiry, Business Demography statistics and the Retail Sales Index) in order to build a narrative around the

structure and performance of the Distribution sector over time.

Appreciation is extended to all firms that co-operate with the structural business surveys carried out by the CSO.
The information they provide is treated as strictly confidential. Direct or indirect disclosure of information relating to
individual respondents is avoided in the publication of results by combining categories containing small numbers

of enterprises.

Irish data presented in this report are available on StatBank, the main data dissemination service on the
CSO website. See Appendix 4. The data presented in this report are only a small fraction of the Structural Busi-

ness Statistics available online.

The international comparisons data in Chapters 6 and 10 and in the special article on the Distribution sector are

sourced from the Eurostat website.



http://www.cso.ie/en/databases/
http://epp.eurostat.ec.europa.eu/portal/page/portal/eurostat/home/

Six Key Findings from Business in Ireland 2011

1. Key statistics on small and medium
enterprises (SMEs)

In 2011, SMEs (employing less than 250 persons)
accounted for 99.8% of active enterprises, 68.6% of
persons engaged, 50.1% of turnover and 46.0% of
gross value added (GVA). GVAis the gross income
from operating activities and is the balance avail-
able to enterprises to pay employees and realise
a return on investment. It is noticeable that while
SMEs employed almost seven in every ten persons
in the business economy, they accounted for less
than half of GVA. See Figure 1.1 and Chapter 3.

Figure 1.1 SME percentage share of key
variables, 2011
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2. Categorising SMEs by type of
enterprise

In 2011, SMEs generated €41.1 billion in GVA.
Irish-owned SMEs that were solely engaged with
the domestic economy (no exports or imports) ac-
counted for 39.7% of GVA while they accounted for
62.0% of the employment in all SMEs.

Irish-owned SMEs that engaged in international
trade (either exported or imported goods/services)
in 2011 accounted for a further 27.6% of GVA while
their SME employment share was 27.3%.

Foreign-owned SMEs that engaged in international
trade accounted for just less than a quarter of GVA
while foreign-owned SMEs solely engaged with the
domestic economy accounted for the remaining
10.0% of GVA. While foreign-owned SMEs ac-
counted for almost a third of GVA in all SMEs, they
only accounted for 10.7% of total SME employ-
ment. See Figure 1.2, Table 1.1 and Chapter 3.

Figure 1.2 Gross value added in SMEs by type
of enterprise, 2011
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Table 1.1 GVA and persons engaged in SMEs by
type of enterprise, 2011

Persons e

GVA d' person

engage engaged

Irish trader 11,360 229,255 49,552
Irish non-trader 16,322 520,162 31,379
Foreign trader 9,350 56,138 166,554
Foreign non-trader 4,093 33,425 122,453
All SMEs 41,124 838,980 49,018

Source: CSO structural business surveys

"The pesons engaged in this table were taken from the CSO business
surveys rather than the CSO Business Demography statistics.



3. Signs of improvement in the
business environment for enterprises

The number of enterprise births (new enterprises
created) has fallen over the period 2006 to 2011.
In 2006 there were almost 16,700 enterprises born
but by 2011 this figure had fallen to over 11,800
births. However, there were signs of improvement
as the 2011 births increased by about 600 enter-
prises compared to the 2010 figure.

The number of enterprise deaths (enterprises that
ceased trading) rose steadily between the years
2006 to 2009 as the economy underwent a major
contraction. There was evidence of an improve-
ment in the business environment in 2010 as there
was a significant fall in the number of enterprise
deaths compared to 2009. In 2009, the number
of enterprise deaths was 24,500 while in 2010 this
figure had fallen to 18,300. See Figure 1.3 and
Chapter 4.

Figure 1.3 Number of births and deaths of
enterprises, 2006 to 2011
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4. Business productivity in Ireland
(GVA per person engaged)

GVA per person engaged was over €76,000 for all
enterprises and over €43,000 for indigenous lIrish-
owned enterprises.

GVA per person engaged for all micro enterprises
(<10 persons engaged) was almost €38,000 while
for all large enterprises (250+ persons engaged)
the figure was almost €145,000.

When the foreign multinationals were excluded, the
productivity measure for each of the size classes
was reduced considerably. This was particular-
ly evident for large indigenous enterprises where
GVA per person engaged at almost €72,000 was
approximately half the figure for all large enterpris-
es. See Figure 1.4 and Chapter 5.

Figure 1.4 GVA per person engaged by
size class, 2011
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5. Business costs facing enterprises

In the total business economy in 2011, over €38.6
billion was paid in personnel costs. Almost €5.2 bil-
lion or 13.4% of this was in the form of employers’
social security payments e.g. employer’s contribu-
tions to the PRSI scheme, superannuation funds,
PRSA’'s and other pension schemes. The per-
centage was higher for large enterprises at 15.3%
compared to SMEs at 12.0%.

Enterprises in Ireland paid a low rate of employ-
ers’ social security payments when compared to
the European average rate of 21.5% in 2010. The
countries that paid the highest rates of employers’
social security costs included Sweden at 30.7%,
France at 29.9% and Italy at 28.4%. See Figure
1.5 and Chapter 6.

Figure 1.5 Breakdown of personnel costs for
the business economy, 2011
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6. Irish multinationals abroad and
foreign multinationals in Ireland

In 2011, Irish multinationals (MNEs) employed over
246,000 persons in foreign affiliates. These affil-
iates generated turnover of almost €73.0 billion.
By contrast, foreign multinationals employed over
250,000 persons in affiliates in Ireland. These af-
filiates generated turnover of almost €176.9 billion.
See Figure 1.6 and Chapter 8.

Figure 1.6 Irish MNEs abroad and foreign
MNEs in Ireland, 2011
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€73.0bn turnover



Chapter 2
An overview of the business economy in Ireland

his chapter outlines the key statistics for the Irish business economy in 2011. Business Demography data
are used to analyse the number of enterprises and employment across the five key sectors of Industry, Con-
struction, Distribution, Services and Financial & Insurance. The structural business surveys are used to analyse
the related financial variables such as turnover, gross value added, gross operating surplus and personnel costs.

Business Demodraph Figure 2.2 Number of persons engaged
graphy by sector, 2011
Active enterprises and persons 77% 16.6%

engaged

In 2011 there were over 189,000 active enterprises
in the business economy, with over 1.2 million per-
sons engaged. See Table 2.1.

\ 7.0%

The Services sector was the largest sector in terms 42.1%
of active enterprises and persons engaged with
47.6% of total enterprises and 42.1% of persons b 26.7%
engaged. This sector includes a wide range of ser-
vices such as transportation, accommodation and
food, publishing, telecommunications, legal and .| Industry _| Services
accounting activities and scientific research.

. i Construction Fi ial &I
Construction accounted for 19.4% of all enterpris- L - inancial & Insurance

es but only 7.0% of total persons engaged. The
Distribution sector (retail and wholesale activity in-
cluding the sale of motor vehicles) accounted for
22.7% of total enterprises and 26.7% of persons

L4 Distribution

engaged. Industry accounted for 7.3% of all en- The Industry sector and Financial & Insurance ac-
terprises and 16.6% of total persons engaged. tivities sector had the highest number of persons
Financial & Insurance activities accounted for only engaged per enterprise at 14.7 and 17.3 respec-
2.9% of all enterprises and 7.7% of total persons tively. See Figure 2.3 and Table 2.1.

engaged. See Figures 2.1 and 2.2.

Figure 2.3 Number of persons engaged per

enterprise by sector, 2011
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Business Operations

Turnover

Turnover is the total invoiced by enterprises during
the reference period. See Appendix 2 for full defi-
nitions.

From a turnover perspective, Industry was the
largest sector accounting for 29.8% of the €376.7
billion in total turnover in the business economy.

The Distribution sector also accounted for a large
proportion of turnover at 27.3%. Services, the larg-
est sector in terms of number of enterprises and
number of persons engaged, accounted for 27.0%
of turnover. Financial & Insurance activities! ac-
counted for 13.4% of total turnover while the
Construction sector only accounted for 2.5%. See
Figure 2.4 and Table 2.1.

Figure 2.4 Total turnover in the business
economy by sector, 2011

13.4%

29.8%

27.0% |

27.3%

_| Industry | Services

L.l Construction [ Financial & Insurance

L4 Distribution

Gross value added (GVA)

GVA is the gross income from operating activities
and is the balance available to enterprises to pay
employees and realise a return on investment. See
Appendix 2 for full definitions.

Business sectors generated €100.6 billion GVA
in 2011. Industry and Services contributed the
most, accounting for 36.7% and 33.6% respective-
ly. Distribution contributed 15.1% of the total GVA
with Financial & Insurance activities accounting for
11.3% and Construction accounting for 3.3%. See
Figure 2.5 and Table 2.1.

Figure 2.5 Total GVA in the business economy
by sector, 2011
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How GVA is used in the business
economy

GVA is split between gross operating surplus and
personnel costs. Gross operating surplus is the
balance available to the enterprise which allows it
to provide a return to shareholders, to pay taxes
and to finance all or part of its investment. Person-
nel costs are defined as the total remuneration, in
cash or in kind, payable by an employer to an em-
ployee. See Appendix 2 for full definitions.

Gross operating surplus accounted for the larger
share of GVAin 2011 at €58.3 billion or 57.9%. Per-
sonnel costs accounted for €42.4 billion or 42.1% of
GVA. See Figure 2.6 and Table 2.1.

Figure 2.6 Breakdown of GVA in the
business economy, 2011
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1 The Business Operations data for Financial & Insurance activities was calculated using data from banks and insurance corporations only.

See Chapter 9.
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Distribution paid the highest proportion of GVA in
personnel costs at 59.6% with Construction only
marginally lower at 58.5%. Services recorded a
figure of 53.6% while Financial & Insurance ac-
tivities paid 33.0% and Industry paid the lowest
proportion at 25.6%. See Figure 2.7 and Table 2.1.

Figure 2.7 Personnel costs as a percentage
of GVA by sector, 2011

Distribution 59.6 |

Construction 58.5 |

Services 53.6 |
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Gross operating surplus and
personnel costs by broad sector

Industry accounted for almost half or 47.2% of the
total gross operating surplus in the business econ-
omy while Services contributed 26.9%. Financial
& Insurance activities accounted for 13.0% while
Distribution and Construction accounted for 10.5%
and 2.4% respectively. See Figure 2.8 and Table
2.1.

Figure 2.8 Gross operating surplus in the
business economy by sector, 2011
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Services accounted for the largest proportion of
personnel costs at 42.8%. Industry and Distribu-
tion both contributed just over a fifth each at 22.4%
and 21.3% respectively. Financial & Insurance ac-
tivities accounted for 8.8% of personnel costs while
Construction contributed 4.6%. See Figure 2.9 and
Table 2.1.

Figure 2.9 Personnel costs in the business
economy by sector, 2011
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Turnover per person engaged and GVA
per person engaged?

Turnover per person engaged and GVA per person
engaged are simple measures of labour productivi-
ty3. Note that the presence of foreign multinationals
in Ireland has a significant impact on these meas-
ures. In later chapters, labour productivity will be
presented with and without foreign multinationals.

Turnover per person engaged averaged over
€278,000 in 2011 across all sectors. There were
large differences across individual sectors with In-
dustry recording the highest figure at over €594,000
while Construction recorded the lowest figure at
over €103,000. See Figure 2.10 and Table 2.1.

2 These indicators were calculated using the number of persons engaged on the survey forms. Financial & Insurance activities were excluded
from this calculation as the number of persons engaged was not available from the survey forms.

3 Number of persons engaged is used as the measure for labour input rather than the number of full-time equivalents (FTES).

1



Figure 2.10 Turnover per person engaged by across all sectors in the business economy was
sector, 2011 15.5% of turnover.

Industry was the most profitable sector with an

Industry o2 operating surplus of 24.5% of turnover. Services,
Construction and Financial & Insurance activities
Distribution —_— I recorded similar profitability levels at about 15.0%.
: Distribution was the least profitable with an oper-
ating surplus of 5.9%. See Figure 2.12 and Table

Services 178.9 | 21

Figure 2.12 Gross operating surplus as a
percentage of turnover by sector,
2011
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GVA per person engaged averaged over €76,000
across all sectors. Each individual sector reported Financial & . .
a figure less than the average business economy, Insurance .AI
with the exception of Industry, which reported GVA
per person engaged of almost €196,000. This was Distribution 5.9
followed by Services at almost €60,000. The Con-
struction sector had the lowest GVA per person Total Business —
engaged at over €37,000. See Figure 2.11 and Economy
Table 2.1. %0 5 10 15 20 25

Figure 2.11 GVA per person engaged by
sector, 2011

Industry 195.5

Services 59.6 l
Distribution 46.5

Construction | 37.3

Total Business

Economy L
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Profitability

GVA as a percentage of turnover and gross op-
erating surplus as a percentage of turnover are
measures of enterprise profitability.

Specifically looking at gross operating surplus as a
percentage of turnover, the objective is to analyse
the proportion of sales that remains in the enterpris-
es after all expenses have been paid. Profitability

12
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Technical Notes:

1.

14

The data for Business Demography are based on the CSO Central Business Register. The Business
Register is a register of all enterprises that are active in the State and is based on enterprises that are
registered with the Revenue Commissioners. See Appendix 1.

In contrast to the Business Demography data, the Business Operations data are primarily sourced from the
main structural business surveys. See Appendix 1.

. The coverage of the structural business surveys is generally quite consistent with the Business Demography

data. However, there are some exceptions; for example, the Business Operations data for Services
includes market services from NACE Sections R and S (approximately 10,000 enterprises from R92, R93,
S95 and S96) while the Business Demography data excludes these sectors.

In the Financial & Insurance activities sector the Business Operations data covers banks and insurance
corporations whereas the Business Demography data includes all financial companies that are deemed
active on the CSO Central Business Register (with the exception of financial holding companies). The
main financial sectors not included in the Business Operations data are Other Financial Service Activities
(NACE K649) and Activities Auxiliary to Financial Services and Insurance Activities (K66). See Chapter 9.

The Financial & Insurance activities sector is unusual in the sense that the normal definitions of turnover,
production value etc do not apply to credit institutions and insurance companies. Therefore, European-
wide definitions have been devised in the Structural Business Statistics to estimate these variables in order
to compare the financial sector with the rest of the business economy. See Chapter 9 and Appendix 2.



Chapter 3
Small and medium enterprises (SMEs)

mall and medium enterprises (SMEs) have received much attention recently due to the large employment

in this sector and its potential to support a recovery in the Irish economy. This chapter outlines some of
the main CSO statistics available for SMEs. Chapter 5, which deals with business performance in Ireland, also
contains data on these enterprises.

SMEs are defined as enterprises with less than 250 persons engaged. In this chapter SMEs are further split into
micro enterprises with less than 10 persons engaged, other small enterprises with between 10 and 49 persons
engaged and medium sized enterprises with between 50 and 249 persons engaged. See Appendix 3. See
Tables 3.1, 3.2 and 3.3 in this chapter for more detail on the data used in graphs.

Key Statistics on SMEs Figure 3.2 Number of active enterprises by
size class for all sectors, 2011

SMEs accounted for 99.8% of active enterprises,
68.6% of persons engaged, 50.1% of turnover and
46.0% of gross value added (GVA). It is noticeable
that while SMEs employed almost seven in every
ten persons in the business economy, they ac-
counted for less than half of GVA. See Figure 3.1.

1.3%

Figure 3.1 SME percentage share of key
variables, 2011
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Turnover 50.1 |
Micro-enterprises employed 27.0% of persons en-
GVA : - gaged in the business economy while other small
o I ) ) enterprises accounted for a further 22.6%. Medium
sized enterprises accounted for 19.0% of total per-
0% 20% 40% 60% 80% 100% sons engaged.

Large enterprises accounted for only 0.2% of all
(] SMEs(<250) [ Large (250+) enterprises but employed 31.4% of total persons
engaged. See Figures 3.2 and 3.3.

Business Demography - Active
Enterprises and Persons Engaged

Looking at the CSO Business Demography data in
more detail, SMEs can be broken down into micro,
other small and medium sized enterprises.

The majority of enterprises in the business econ-
omy at 90.8% were micro-enterprises. A further
7.7% were other small enterprises while 1.3% were
classified as medium sized enterprises. Only 0.2%
of enterprises were large with greater than 250 per-
sons engaged. See Figure 3.2.

15



Figure 3.3 Number of persons engaged by size
class for all sectors, 2011
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Business Operations! - Turnover and
GVA

The structural business surveys were used to ana-
lyse the financial variables of turnover and GVA by
employment size class. Enterprises were classified
by employment size class based on the number of
persons engaged provided on the business survey
forms. This is in contrast to the Business Demog-
raphy data provided in Figures 3.1 to 3.3 where the
number of persons engaged was taken from ad-
ministrative sources.

As seen previously in Figure 3.1, SMEs accounted
for just over half of total turnover in the business
economy. This amounted to €163.5 billion for
SMEs compared to €162.7 billion for large enter-
prises. Micro enterprises accounted for 11.1% of
total turnover, other small enterprises accounted
for 18.5% and medium sized enterprises account-
ed for 20.6%. See Figure 3.4.

Figure 3.4 Turnover by size class for all
sectors, 2011
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SMEs accounted for €41.1 billion or 46.0% of total
GVA in the business economy in 2011. Micro en-
terprises accounted for 13.6% of total GVA, other
small enterprises accounted for 14.5% and medium
sized enterprises accounted for 18.0%. See Figure
3.5.

Figure 3.5 GVA by size class for all
sectors, 2011

13.6%

54.0% | T |

\ 18.0%
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| Medium (50-249) |_| Large (250+)

Using the structural business surveys, it is possible
to categorise SMEs into foreign versus Irish-owned
enterprises and also those SMEs that engage in
international trade versus those that do not. If an
enterprise exported or imported goods/services it is
categorised as engaged in international trade.

In relation to the €41.1 billion in GVA generated by
SMEs in 2011, 39.7% was accounted for by Irish

1 In contrast to the Business Demography statistics, the Financial & Insurance Activities sector (NACE Rev. 2 Section K) was not included in

the Business Operations data due to the unavailability of persons engaged data on the relevant survey forms. The Services sectors of R92,
R93, S95 and S96 were included in the analysis.
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SMEs that were solely engaged with the domestic
economy. This type of SME accounted for 62.0%
of the employment in all SMEs. Irish SMEs that en-
gaged in international trade in 2011 accounted for
a further 27.6% of GVA while their SME employ-
ment share was 27.3%.

Foreign-owned SMEs that engaged in internation-
al trade accounted for just less than a quarter of
GVA, while foreign-owned SMEs solely engaged
with the domestic economy accounted for the
remaining 10.0% of GVA. While foreign-owned
SMEs accounted for almost a third of GVA in all
SMEs, they only accounted for 10.7% of total SME
employment. See Figure 3.6 and Table 3.1.

Figure 3.6 Gross value added in SMEs by type
of enterprise, 2011
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Foreign-owned SMEs generated significant
amounts of GVA given the number of persons
engaged in these enterprises. GVA per person
engaged in foreign-owned SMEs which were en-
gaged in international trade was almost €167,000.
The figure for foreign-owned SMEs that were
solely engaged in the domestic economy was over
€122,000. The equivalent figures for Irish-owned
SMEs were much lower compared to foreign-owned
SMEs at almost €50,000 (engaged in international
trade) and just over €31,000 (engaged solely with
the domestic economy). See Figure 3.7 and Table
3.1.

Figure 3.7 GVA per person engaged in SMEs

by type of enterprise, 2011
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Table 3.1 GVA and persons engaged in SMEs by
type of enterprise, 2011

Persons S EE

GVA d' person

engage engaged

Irish trader 11,360 229,255 49,552
Irish non-trader 16,322 520,162 31,379
Foreign trader 9,350 56,138 166,554
Foreign non-trader 4,093 33,425 122,453
All SMEs 41,124 838,980 49,018

Source: CSO structural business surveys

" The pesons engaged in this table were taken from the CSO business
surveys rather than the CSO Business Demography statistics.

Business Demography — SME shares
within sectors

There were large variations across sectors when
looking at the SME share of employment. In Con-
struction, 95.5% of persons engaged worked in
SMEs while the equivalent figures for Industry and
Financial & Insurance activities were 55.6% and
31.1% respectively. See Figure 3.8.
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Figure 3.8 SME percentage share of
persons engaged by sector, 2011
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Business Operations - SME shares
within sectors

The SME share of employment was significantly
higher than the SME share of turnover across the
broad sectors. This implies a lower turnover per
person engaged for SMEs compared to large en-
terprises. For example, in Industry the SME share
of employment was 55.6% while the SME share of
turnover was 30.9%. In Services, the SME share
of employment was 73.3% while the SME share
of turnover was 43.0%. The exception to this was
in Distribution where SMEs had a slightly higher
share of turnover when compared to employment.
See Figures 3.8 and 3.9.

Figure 3.9 SME percentage share of turnover
by sector, 2011
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The SME share of GVA within the broad sectors
shows a similar picture to turnover. See Figure
3.10.
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Figure 3.10 SME percentage share of GVA by
sector, 2011
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Business Demography — Sectoral
breakdown of SME totals

The sectoral breakdown of SMEs shows that almost
half or 47.7% of active enterprises were in Servic-
es. This was followed by 22.7% in Distribution and
19.5% in Construction. The remaining SMEs were
either in Industry with 7.3% or Financial & Insur-
ance activities with 2.9%. See Figure 3.11.

Figure 3.11 Sectoral breakdown of SMEs,
number of enterprises, 2011
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The sectoral profile of employment in SMEs shows
some differences compared to the sectoral profile
of active enterprises. For example, Construction
only accounted for 9.7% of SME employment while
it accounted for double that percentage in active
enterprises. Industry accounted for 13.4% of SME
employment while it only accounted for about half
that percentage in active enterprises. See Figures
3.11 and 3.12.

Figure 3.12 Sectoral breakdown of SMEs,
persons engaged, 2011

L 13.5%

45.0%

28.4%

9.7%

\ 13.4%

Persons engaged

_| Industry | Services

L.l Construction [ Financial & Insurance

L4 Distribution

Business Operations — Sectoral
breakdown of SME totals

The sector that made the largest contribution to
turnover in SMEs at 47.0% was Distribution. This
was followed by Services and Industry with 26.7%
and 21.2% respectively. Construction contributed
far less at 5.0%. See Figure 3.13.

Figure 3.13 Sectoral breakdown of SMEs,
turnover, 2011
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The sector that made the largest contribution to
SME gross value added at 42.7% was Services.
Distribution contributed the next largest share
at 26.5%. Industry, which is a high value added
sector, contributed 23.0% of total SME gross value
added, while Construction contributed 7.8%. See
Figure 3.14.

Figure 3.14 Sectoral breakdown of SMEs,
gross value added, 2011
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Impact of the downturn on SME
employment

Employment in SMEs for the total business econo-
my fell from 1,045,000 in 2006 to 839,000 in 2011
or to 80.3% of the 2006 level. The sector that was
impacted the most was Construction where SME
employment in 2011 was only 38.9% of the 2006
level with almost 128,000 job losses. Industry was
also impacted quite heavily with SME employment
in the sector falling to 78.2% of the 2006 level which
corresponds to over 31,000 job losses. The only
sector where SME employment increased over this
period was in Financial & Insurance activities. See
Figure 3.15.

Figure 3.15 Index of employment in SMEs by
sector, 2006 to 2011
(base year 2006 = 100)
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Data for large enterprises has also been included
for comparison purposes. Employment in large
enterprises was 384,000 in 2011 or 96.6% of the
2006 level for the total business economy. In
contrast to the SMEs, there was a recovery in the
numbers employed by large enterprises in 2011
rising marginally from 383,000 in 2010 to 384,000.
This rise was driven by the Industry and Services
sectors while employment in the sectors of Dis-
tribution, Construction and Financial & Insurance
activities continued to decline. See Figure 3.16.
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Figure 3.16 Index of employment in large
enterprises by sector, 2006 to 2011
(base year 2006 = 100)
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Chapter 4

Enterprise births, survivals and deaths

SO Business Demography data monitors the number of enterprise births (new enterprises created) and
deaths (enterprises that ceased trading) in the business economy. Births and deaths due to mergers, take-
overs, break-ups, change of activity or restructuring of a set of enterprises are all excluded from the data.

This chapter presents this information at a broad sectoral level as well as for the total business economy. It is
also possible to track new enterprise births in order to gain a better understanding of the types of business that

are more likely to survive the early years of their life cycle’.

Births and deaths — enterprise
numbers

The number of enterprise births has fallen over the
period 2006 to 2011. In 2006 there were nearly
16,700 enterprise births but by 2011 this figure had
fallen to just over 11,800. However in 2011 there
were signs of improvement as the births figure had
increased by almost 600 enterprises compared to
the previous year.

The number of enterprise deaths rose steadily be-
tween 2006 and 2009 as the economy underwent
a major contraction. There was evidence of an
improvement in the business environment in 2010
with a significant fall in the number of enterprise
deaths compared to 2009.

In 2006 enterprise births exceeded deaths by just
under 4,800. However by 2007 the situation had
reversed and by 2009 enterprise deaths exceeded
births by 10,700. In 2010, enterprise deaths con-
tinued to exceed births but the gap had reduced to
just over 7,100. See Figure 4.1.

Figure 4.1 Number of births and deaths of
enterprises, 2006 to 2011
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1 See Appendix 2 for full definitions of enterprise births and deaths.

Births and deaths - employment
effects

An important aspect of enterprise births and deaths
is the impact on employment in the business econ-
omy. The number of persons engaged by newly
birthed enterprises in 2006 was nearly 17,900 and
in line with the decline in the number of new enter-
prises, this figure had dropped to 10,700 by 2011.
The small improvement in the number of enterprise
births between 2010 and 2011 did not translate into
a large number of new jobs.

Employment losses as a result of enterprise deaths
increased dramatically from 2006 to 2009, rising
from almost 17,000 in 2006 to just over 34,700 in
2009. By 2010, there was a significant improve-
ment in this figure however, as the employment
losses associated with enterprise deaths fell to
almost 24,900. See Figure 4.2.

Figure 4.2 Number of persons engaged in
births and deaths of enterprises,
2006 to 2011
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Births by sector — enterprise numbers

Over the period 2006 to 2011, the Services? sector
had the highest number of enterprise births each
year. The proportion of new births accounted for
by Services also consistently increased over this
period from 43.0% of new births in 2006 to 54.4%
in 2011. This is evidence of the increased impor-
tance of Services enterprises in the overall stock of
enterprises in the business economy.

Construction largely drove the overall fall in enter-
prise births in the business economy as the number
of births in Construction fell sharply from just over
5,700 (34.2% of all births) in 2006 to almost 2,000
(16.7% of all births) in 2011. The drop of over
3,700 births in this sector represented around three
quarters of the overall fall in births in the business
economy.

The proportion of total new births from the Distribu-
tion sector increased from 15.3% in 2006 to 19.7%
in 2011.

The Industry and Financial & Insurance Activities
sectors combined, consistently had fewer than 10%
of new enterprise births during the period 2006 to
2011. See Figure 4.3.

Figure 4.3 Number of new births by sector,
2006 to 2011
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2 See Appendix 3 for full detail on the coverage of the Services sector.
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Births by sector — employment effects

The number of persons engaged in newly born en-
terprises largely reflects the trends already seen in
Figure 4.3.

Although the Services sector has seen a decline
in the absolute number of new jobs in enterprise
births over the period 2006 to 2011, the proportion
of total new jobs accounted for by newly birthed
Services enterprises has risen steadily from 44.7%
in 2006 to 55.5% in 2011.

The Construction sector created nearly 6,000 new
jobs in enterprise births in 2006 but this number
had dropped by 69.0% to almost 1,800 in 2011.
Although all sectors between 2006 and 2011 saw
employment in new enterprise births fall, they were
not as dramatic as the decrease in Construction.
See Figure 4.4.

Figure 4.4 Number of persons engaged in new
births by sector, 2006 to 2011
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Deaths by sector — enterprise numbers

All sectors saw a reduction in enterprise deaths
between 2009 and 2010 which is indicative of an
improvement in the business environment in Ire-
land at that time.

The Construction and Services sectors reported
the highest numbers of enterprise deaths in each
year between 2006 and 2010. These two sectors
combined accounted for 76.2% of all enterprise
deaths over the period.



By contrast the Distribution sector accounted for
16.5% of all enterprise deaths over this five year
period while Industry accounted for 5.2% and Fi-
nancial & Insurance Activities accounted for only
2.1%. See Figure 4.5.

Figure 4.5 Number of enterprise deaths by
sector, 2006 to 2010

9,000
7,500
6,000
4,500
3,000

1,500

0

2006 2007 2008 2009 2010

| Industry | Services

.| Construction | Financial & Insurance

L4 Distribution

Deaths by sector — employment
effects

For Services and Construction, there were signif-
icant falls in the employment losses associated
with enterprise deaths between 2009 and 2010.
In the Services sector, the associated employment
loss fell from just under 15,100 in 2009 to almost
11,100 in 2010. In the Construction sector, the as-
sociated employment loss fell from just over 9,700
in 2009 to almost 6,200 in 2010.

The Services sector recorded the most job losses
in enterprises that ceased activity over the five
year period up to 2010 at nearly 53,700. This
was followed by the Construction sector with over
45,600 job losses. Note that these figures do not
include job losses from enterprises that were still
active in the business economy over this period.
See Figure 4.6.
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Figure 4.6 Number of persons engaged in
enterprise deaths by sector,
2006 to 2010
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Survivals?® — enterprise numbers

A particularly useful feature of the Business De-
mography data is the ability to track new enterprise
births from year to year to monitor their survival
rates.

There were almost 16,700 new enterprises birthed
in 2006. Of these, nearly 15,000 enterprises
(89.8%) survived one year in business; over 13,500
(81.0%) survived two years in business; almost
12,200 (72.8%) survived three years in business;
just under 10,100 (60.5%) survived four years in
business and around 8,600 (51.5%) survived at
least five years in business.

Over this period, the survival rates have declined
somewhat. For example, the one-year survival
rate declined from 89.8% in 2007 (for 2006 births)
to 83.5% in 2011 (for 2010 births). The two-year
survival rate declined from 81.0% in 2008 (for 2006
births) to 71.0% in 2011 (for 2009 births). See
Figure 4.7.

3 The survivals data for reference year 2010 (e.g. four year survivals for 2006 births or three year survivals for 2007 births) were revised fol-

lowing their initial publication in 2012.
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Figure 4.7 Number of surviving enterprises by
birth year, 2006 to 2011
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Survivals — employment effects

The survival data provides an overview of how the
employment created by newly birthed enterprises
evolved over a number of years following the year
of birth.

Enterprises that were birthed in 2006 and survived
to 2011 initially created almost 17,900 jobs in 2006.
By 2011, these enterprises employed just under
21,600 persons.

Enterprises that were birthed in 2007 and survived
to 2011 initially created just over 14,900 jobs. By
2011, these enterprises employed almost 18,100.

Enterprises that were birthed in 2010 initially creat-
ed fewer jobs than in previous years at just under
10,500. However, by 2011, the number of jobs in
these enterprises had increased to almost 22,200.

Between 2006 and 2009 the rate of growth in em-
ployment in enterprises that survived the first year
slowed significantly. Enterprises born in 2006
showed an increase in employment of 81.4% in the
first year whereas enterprises born in 2008 experi-
enced an employment growth rate of 40.7%.

However, this situation has reversed in more recent
years with enterprises born in 2009 and 2010
showing employment growth of 63.7% and 111.5%
respectively over the first year. It should be noted
however that the initial employment in new births
was much lower in 2010 compared to 2006. See
Figure 4.8.
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Figure 4.8 Persons engaged in surviving
enterprises by birth year,
2006 to 2011
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Table 4.1 Number of enterprise births and associated persons engaged by sector, 2006 to 2011

Enterprise births

Persons engaged in enterprise births

2006 2007 2008 2009 2010 2011 Total 2006 2007 2008 2009 2010 2011 Total
Industry 861 672 648 815 691 725 4,412 800 636 645 559 504 584 3,728
Construction 5717 3,824 2,489 2278 1,818 1976 18,102 5788 4,060 2,674 2,013 1,527 1,793 17,855
Distribution 2,553 2,202 2,298 3,012 2413 2335 14,813 2,923 2465 2781 2577 2266 2,104 15,116
Services 7174 6275 6,193 7,256 5944 6439 39,281 7,983 7481 7,227 7,020 5958 5939 41,608
A & 390 487 325 449 370 372 2,393 357 280 267 228 220 280 1,632
Insurance

Total

Business 16,696 13461 11,954 13,810 11,237 11,847 79,005 17,851 14,922 13,594 12,397 10,475 10,700 79,939
Economy

Source: CSO Business Demography

Table 4.2 Number of enterprise deaths and associated persons engaged by sector, 2006 to 2010

Enterprise deaths

Persons engaged in enterprise deaths

2006 2007 2008 2009 2010  Total 2006 2007 2008 2009 2010  Total
Industry 565 829 1,021 1,339 1,085 4,839 990 1,637 2072 2418 1316 8,433
Construction 4,076 6,477 8923 7,956 5162 32,504 5525 10,965 13,215 9,730 6,207 45,642
Distribution 2,038 2714 2,948 4217 3,382 15299 3,098 4319 5596 6971 5050 25,034
Services 5058 6,864 7,326 10,450 8,290 37,988 7,196 9,541 10,808 15,078 11,059 53,682
e &3 202 379 383 549 389 1,902 164 234 452 537 1,259 2,646
Insurance

Total

Business 11,939 17,263 20,601 24,511 18,308 92,622 16,973 26,695 32,143 34,733 24,891 135,435
Economy

Source: CSO Business Demography

Table 4.3 Number of enterprise survivals and associated persons engaged, 2006 to 2011

Enterprise survivals

Persons engaged in enterprise survivals

Survived Survived

Year of birth 1year 2years 3years 4years 5 years Year of birth 1year 2years 3years 4years 5 years
2006 16,696 14,993 13524 12,152 10,093 8596 2006 17,851 32,384 32,006 26,774 22,991 21,583
2007 13,461 11,579 10,186 8,529 7,124 2007 14,922 22,321 19,456 17,617 18,060
2008 11,954 10,252 9,133 7,295 2008 13,594 19,133 18,378 20,668
2009 13,810 11,336 9,799 2009 12,397 20,295 21,217
2010 11,237 9,387 2010 10,475 22,153
2011 11,847 2011 10,700

Source: CSO Business Demography
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Chapter 5
Business performance in Ireland

The performance of business in Ireland in 2011 was examined using a number of performance indicators.
The structural business surveys' were used to compile the data.

Labour productivity, personnel costs as a percentage of GVA and enterprise profitability were analysed. The
contribution of the 50 largest enterprises, in terms of GVA, was also examined.

Business productivity in Ireland

Turnover per person engaged and GVA per person
engaged are simple measures of labour productivi-
ty2. These indicators are presented for each of the
employment size classes® as well as for all enter-
prises combined.

In 2011, turnover per person engaged for all en-
terprises in Ireland was over €278,000 while the
equivalent figure for indigenous Irish-owned en-
terprises (i.e. excludes foreign multinationals) was
over €160,000. When these indicators were ex-
amined by employment size class, there was a
strong upward trend from the small enterprises to
the medium and large enterprises. See Figure 5.1.

Figure 5.1 Turnover per person engaged by
size class, 2011
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GVA per person engaged was over €76,000 for all
enterprises and over €43,000 for indigenous Irish-
owned enterprises.

GVA per person engaged for all micro enterprises
was almost €38,000 while for all large enterprises
the figure was almost €145,000. When the for-
eign multinationals were excluded, the productivity
measure for each of the size classes was reduced
considerably. This was particularly evident for large
indigenous enterprises where GVA per person en-
gaged at almost €72,000 was approximately half
the figure for all large enterprises. See Figure 5.2.

Figure 5.2 GVA per person engaged by
size class, 2011
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In 2011, each broad sector had a higher turnover
per person engaged in large enterprises than small
and medium enterprises (SMEs), with the excep-
tion of the Distribution sector. This trend was most
evident in Industry where large enterprises had
a turnover per person engaged of over €881,000
compared to over €343,000 for SMEs. Although

1 The surveys used were Census of Industrial Production (CIP), Building and Construction Inquiry (BCI) and Annual Services Inquiry (ASI).
Financial & Insurance activities were excluded from this analysis.

2 These measures are not adjusted for full-time equivalents.
3 See Appendix 3 for size class definitions.
29



the gap between the two size classes was less in
the other broad sectors, there was still a sizeable
difference for both Services and Construction.

Turnover per person engaged across both size
classes was most similar in the Distribution sector
where SMEs reported a value of over €319,000
while the corresponding figure for large enterprises
was just under €307,000. See Figure 5.3.

Figure 5.3 Turnover per person engaged by
sector and size class, 2011
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In relation to GVA per person engaged, Industry
again had the largest gap between the two size
classes, where large enterprises had a GVA per
person engaged of over €312,000 while the corre-
sponding figure for SMEs was just under €94,000.
See Figure 5.4.

Figure 5.4 GVA per person engaged by
sector and size class, 2011
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4 See Appendix 2 for variable definitions.

Apportioning GVA between personnel
costs and gross operating surplus

Personnel costs include wages and taxes as well
as both employee and employer social security
contributions. When combined with gross operat-
ing surplus, it is possible to calculate gross value
added*. The proportion of GVA that is paid by en-
terprises in the form of personnel costs is presented
here. For enterprises, the lower the percentage
paid in personnel costs, the more they are able to
extract in the form of gross operating surplus or
profit.

In 2011, 43.2% of GVA was paid in personnel costs
across all enterprises®. Indigenous Irish-owned
enterprises (i.e. excludes foreign multinationals)
paid 64.5% of GVA in personnel costs.

Small enterprises with between 10 and 49 persons
engaged showed particularly high proportions of
GVA paid in personnel costs. Within this category,
all enterprises paid 67.1% in personnel costs while
indigenous enterprises paid 75.9%.

Foreign multinationals had a significant effect on
the shares reported by large enterprises. All large
enterprises paid 32.1% of GVA in personnel costs
while large indigenous enterprises paid 61.8%.
See Figure 5.5.

Figure 5.5 Personnel costs as a percentage
of GVA by size class, 2011
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When the sectoral breakdown is examined, it can
be seen that industrial enterprises paid the lowest
proportions of GVA in personnel costs across all
sectors. This is the case for both SMEs and large
enterprises. In particular, large industrial enterpris-
es only paid about one fifth of GVA in personnel

5 This percentage was marginally higher than the percentage quoted in Table 2.1 as Financial & Insurance activities was excluded from

Figure 5.5.
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costs with the remainder being recorded as gross
operating surplus.

It should be noted that there are very few large
construction enterprises. Therefore, the GVA and
personnel costs recorded by this category can be
somewhat volatile. A figure of greater than 100%
in this case implies personnel costs were greater
than GVA which means that gross operating sur-
plus or profit was negative for this category. See
Figure 5.6.

Figure 5.6 Personnel costs as a percentage
of GVA by sector and size class,
2011
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Business profitability in Ireland

Gross operating surplus is the balance available to
an enterprise which allows it to provide a return to
shareholders, to pay taxes and to finance all or part
of its investment. Gross operating surplus as a per-
centage of turnover is a measure of profitability for
an enterprise and is presented here for each of the
detailed size classes. The higher the percentage
the more turnover or sales an enterprise is able to
translate into gross operating surplus or profit.

For all enterprises in the business economy, 15.5%
of turnover was reported as operating surplus. This
figure was reduced significantly to 9.6% when the
foreign multinationals were removed from the anal-
ysis.

All large enterprises recorded 20.1% of turnover as
gross operating surplus while large indigenous en-
terprises recorded a percentage of almost half that
figure at 11.2%. See Figure 5.7.

Figure 5.7 Gross operating surplus as a
percentage of turnover by size

class, 2011 %
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The Distribution sector recorded the lowest levels
of gross operating surplus as a percentage of turn-
over. This profitability measure was 5.7% for SMEs
compared to 6.6% for large enterprises. In the
Services sector, gross operating surplus as a per-
centage of turnover for SMEs and large enterprises
were very similar at about 15.5%.

However, in industry, large enterprises recorded a
profitability figure of 28.4% while SMEs reported a
figure of 15.6%. Therefore, the gap in the profitabil-
ity measure for SMEs and large enterprises evident
in the total business economy was driven by indus-
trial enterprises. See Figure 5.8.

Figure 5.8 Gross operating surplus as a
percentage of turnover by sector
and size class, 2011
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Contribution of 50 largest enterprises

The fifty largest enterprises in Figure 5.9 were
chosen firstly based on the size of GVA generated
and secondly based on employment size.

The fifty largest enterprises in the business econo-
my by GVA accounted for 35.3% of total turnover,
41.4% of total GVA and 60.7% of total gross oper-
ating surplus.

In contrast, the fifty largest enterprises in the
business economy by employment accounted for
18.4% of total turnover, 19.2% of total GVA and
20.3% of total gross operating surplus. See Figure
5.9 and Table 5.1.

Industry stands out in terms of its reliance on a
small number of high value added enterprises. The
50 largest enterprises in Industry by GVA account-
ed for the majority of all three main indicators within
Industry at 61.0% of total turnover, 70.6% of total
GVA and 83.2% of total gross operating surplus.
See Table 5.1.

Figure 5.9 Contribution of 50 largest
enterprises by GVA and
employment, total business
economy, 2011

Gross 20.3
operating [
surplus 60.7
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Table 5.1 Contribution of 50 largest enterprises1 by sector, 2011

€m
Total
Industry Construction Distribution Services 2 Business
Economy 2
Business Economy

Turnover 112,300 9,316 102,965 101,547 326,128
Gross value added 36,957 3,363 15,157 33,833 89,310
Gross operating surplus 27,489 1,394 6,123 15,686 50,691
%

Contribution of Top 50 Enterprises
Turnover 61.0% 21.1% 30.7% 53.1% 35.3%
Gross value added 70.6% 32.5% 38.3% 45.7% 41.4%
Gross operating surplus 83.2% 53.6% 61.3% 66.7% 60.7%

Source: CSO structural business surveys
" Based on GVA within sector.

2 Excludes Financial & Insurance activities.

33



34



Eurostat'

EEEE

(=]

Chapter 6

Business costs in Ireland

his chapter outlines some of the key statistics from the structural business surveys around the business
costs faced by enterprises in Ireland. Personnel costs have been analysed already in other chapters2, how-
ever, this chapter takes a closer look at the elements that make up personnel costs namely wages & salaries
and employers’ social security costs. The chapter also examines total purchases in the business economy and

how purchases are broken down by sector and size class.

Personnel costs

Personnel costs are defined as the total remunera-
tion, in cash or in kind, payable by an employer to
an employee. Personnel costs include taxes and
employees’ social security contributions retained
by the unit as well as the employer’'s compulsory
and voluntary social contributions.

Personnel costs are made up of:

¢ wages & salaries
¢+ employers’ social security costs

Social security costs for the employer include
employer’s contributions to the PRSI scheme, su-
perannuation funds, PRSA's and other pension
schemes. Also included are insurance premiums,
employer’s liability insurance and private health
premiums paid on behalf of employees3.

In the total business economy in 2011, over €38.6
billion was paid in personnel costs. Almost €5.2
billion or 13.4% of this was in the form of employ-
ers’ social security payments. The percentage was
higher for large enterprises at 15.3% compared to
small and medium enterprises (SMEs) at 12.0%.
See Figure 6.1 and Table 6.1.

Figure 6.1 Breakdown of personnel costs for
the business economy, 2011
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Personnel costs can also be analysed by broad
sector and size class. Industry paid the highest
percentage of personnel costs in the form of em-
ployers’ social security payments at 17.5%. Large
industrial enterprises paid over €5.4 billion in per-
sonnel costs in 2011 and almost €1.1 billion or
19.9% of this was employers’ social security pay-
ments. Compared to large enterprises, SMEs in
Industry paid a lower percentage at 14.3%. See
Figure 6.2 and Table 6.1.

Enterprises in the Construction sector paid the
lowest proportion of personnel costs in the form of
employers’ social security at 10.6%.

Figure 6.2 Social security costs as a
percentage of personnel costs
by sector and size class, 2011 o,
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It is possible to compare the breakdown of per-
sonnel costs across the EU27 using data from
Eurostat!. The reference year used is 2010, as
data for 2011 is incomplete for some large coun-
tries. Ireland paid a relatively low rate of employers’
social security costs at 14.6% of personnel costs
in 2010 compared to the average rate among all

EU27 countries of 21.5%. Only four countries, in-
cluding the UK at 12.9%, paid a rate lower than

.| Wages and salaries | | Social security costs

1 www.cso.ie/shorturl.aspx/198
2 Chapter 2 and Chapter 5.
3 See Appendix 2 for full definition.
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Ireland. The countries that paid the highest rates of
employers’ social security costs included Sweden
at 30.7%, France at 29.9% and Italy at 28.4%. See
Figure 6.3 and Table 6.2.

Figure 6.3 Social security costs as a
percentage of personnel costs in
the business economy,

EU27 countries, 2010
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Wages & salaries

There was €33.5 billion paid in wages & salaries
in the total business economy in Ireland in 2011.
Almost half of this figure, at 47.4%, was paid in
the Services sector while Industry and Distribution
each accounted for just under a quarter. The Con-
struction sector accounted for 5.3% of wages &
salaries in the total business economy. See Figure
6.4 and Table 6.1.

Figure 6.4 Wages & salaries in the total
business economy by sector, 2011
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It is possible to compare the average wages per
employee by sector and size class®. In the total
business economy, the average wages paid to
employees was just over €32,900. There was a
significant difference between the average wages
paid in SMEs at almost €29,800 compared to large
enterprises at over €39,400. See Figure 6.5 and
Table 6.1.

Industry had the highest average wages in the
business economy at over €42,000. Employees
in SMEs were paid almost €35,600 on average
while employees in large enterprises were paid
over €49,000. The lowest average wages in the
business economy were in the Distribution sector
at €27,500, with employees in SMEs and large en-
terprises paid similar amounts.

4 The number of employees in this calculation was sourced from the business surveys whereas the data for the number of employees in Table
2.1 were taken from Business Demography statistics which come from administrative sources.
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Figure 6.5 Wages per employee by

sector and size class, 2011 €000
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Purchases of goods and services

Purchases of goods and services include the value
of all goods and services purchased during the ac-
counting period for resale or consumption in the
production process (excluding capital goods). The
goods and services may be resold with or without
further transformation, completely used up in the
production process or be stocked or retained as
stock.

Services purchases during the reference period
are included regardless of whether they are indus-
trial or non-industrial services. Industrial services
are, for example, repairs and maintenance, instal-
lation work and technical studies. Non-industrial
services are, for example, legal and accountancy
fees, patents and license fees, insurance premi-
ums, transport services for goods and personnel
and advertising costs®.

Total purchases in the business economy in 2011
were €234.3 billion. Distribution was the sector
with the largest share of purchases at 37.4%,
closely followed by Industry and Services with 32%
and 29.3% per cent respectively. Construction
accounted for only 1.3% of total purchases. See
Figure 6.6 and Table 6.3.

5 See Appendix 2 for full definition.

Figure 6.6 Total purchases by enterprises in
the business economy by sector,
2011
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Purchases of goods or services that were resold
in the same condition that they were received
amounted to €100.3 billion in 2011 or 42.8% of
total purchases in the business economy. These
types of purchases were more prevalent in SMEs
at 58.8% compared to large enterprises at 26.0%.

The sector with the highest proportion of purchas-
es for resale was the Distribution sector at 83.5%
of total purchases. This proportion was similar for
both SMEs and large enterprises in the Distribution
sector.

The proportion of purchases for resale in the Ser-
vices sector was 28.7% of total purchases. There
was a significant difference in the percentage for
SMEs at 49.1% compared to large enterprises at
15.9%. See Figure 6.7 and Table 6.3.

Figure 6.7 Purchases for resale as a
percentage of total purchases by
sector and size class, 2011 %
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Table 6.1 Breakdown of personnel costs in the total business economy1 by sector and size class, 2011

Personnel Wages & Social Social Wages &
costs salaries security costs security costs salaries
as a % of per employee

personnel costs

€m €m €m % €uro

Industry 9,468 7,812 1,656 17.5 42,025
SMEs (<250) 4,056 3,477 580 14.3 35,560
Large (250+) 5,412 4,336 1,077 19.9 49,211
Construction 1,969 1,760 209 10.6 31,049
SMEs (<250) 1,723 1,534 189 11.0 29,590
Large (250+) 246 227 20 8.1 46,862
Distribution 9,034 8,023 1,011 11.2 27,502
SMEs (<250) 6,480 5,754 727 11.2 27,826
Large (250+) 2,554 2,270 284 11.1 26,723
Services 18,147 15,865 2,282 12.6 32,925
SMEs (<250) 10,873 9,585 1,289 11.9 29,302
Large (250+) 7,273 6,280 993 13.7 40,586
Total Business Economy 38,619 33,461 5,158 13.4 32,929
SMEs (<250) 23,133 20,349 2,784 12.0 29,771
Large (250+) 15,486 13,112 2,374 15.3 39,418

Source: CSO structural business surveys

" The total business economy includes NACE Rev. 2 Sections B to N (excluding K) and R92, R93, S95 and S96.
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Table 6.2 Breakdown of personnel costs in the total business economy1, EU27 countries, 2010

Personnel Wages & Social Social
costs salaries security costs security costs
as a % of
personnel costs
€m €m €m %
European Union (27 countries) 3,515,291 2,753,223 756,658 21.5
Belgium 102,145 75,034 27,111 26.5
Bulgaria 7,694 6,487 1,207 15.7
Czech Republic 41,609 30,774 10,834 26.0
Denmark 69,249 63,127 6,122 8.8
Germany 794,395 652,050 142,345 17.9
Estonia 4,074 3,032 1,043 25.6
Ireland 37,455 31,983 5,472 14.6
Greece
Spain 293,269 231,064 62,241 21.2
France 626,909 439,426 187,484 29.9
Italy 361,270 258,568 102,702 28.4
Cyprus 5,244 4,568 676 12.9
Latvia 3,644 2,935 709 19.5
Lithuania 5,404 4,160 1,244 23.0
Luxembourg
Hungary 23,355 18,496 4,860 20.8
Malta
Netherlands 166,312 136,149 30,163 18.1
Austria 91,598 71,158 20,440 22.3
Poland 73,606 60,983 12,623 17.1
Portugal 45,339 35,079 10,259 22.6
Romania 21,330 16,696 4,634 21.7
Slovenia 11,086 9,599 1,487 134
Slovakia 14,552 11,091 3,460 23.8
Finland 53,099 42,817 10,282 19.4
Sweden 117,736 81,541 36,195 30.7
United Kingdom 488,290 425,103 63,187 12.9

Source: Eurostat/CSO structural business surveys

" The total business economy covers NACE Rev. 2 Sections B to N (excluding K). Note that R92, R93, S95 and S96 are excluding from the sectoral
defintion of the business economy here as these sectors are not available from Eurostat.
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Table 6.3 Purchases in the total business economy1 by sector and size class, 2011

Total purchases

Purchases for resale

Purchases for resale as a

% of total purchases

Industry
SMEs (<250)
Large (250+)
Construction
SMEs (<250)
Large (250+)
Distribution
SMEs (<250)
Large (250+)
Services
SMEs (<250)
Large (250+)

Total Business Economy
SMEs (<250)
Large (250+)

€m

75,008
24,779
50,229
3,020
2,714
306
87,689
66,067
21,622
68,605
26,419
42,185

234,322
119,979
114,343

€m

7,300
2,604
4,696
38

38

1
73,254
54,927
18,327
19,691
12,970
6,720

100,283
70,539
29,743

%

9.7
10.5
9.3
1.3
1.4
0.3
83.5
83.1
84.8
28.7
491
15.9

42.8
58.8
26.0

Source: CSO structural business surveys

"The total business economy includes NACE Rev. 2 Sections B to N (excluding K) and R92, R93, S95 and S96.

40



Chapter 7

Detailed business sectors

he broad business sectors that were presented in previous chapters have been broken into fifteen detailed

sectors, based on the NACE Rev. 2 sectoral classification. See Appendix 3.

Business Demography

Number of active enterprises

There were over 189,000 active enterprises in
2011. Of the fifteen sectors, the largest sector was
Construction with almost 37,000 enterprises. Con-
struction is a sector that is characterised by many
small enterprises. This was followed by the Pro-
fessional, Scientific and Technical sector with over
30,000 enterprises.

The sectors with the smallest number of active
enterprises were Electricity, Gas, Steam and Air
Conditioning Supply with 325 enterprises, Mining
and Quarrying with 354 enterprises and Water
supply, Sewerage, Waste Management and Reme-
diation Activities with 853 enterprises.

The Distribution sector (Section G), which had just
under 43,000 enterprises has been split into three
sub sectors, namely Motor (G45), Wholesale (G46)
and Retail (G47). The Retail Trade sector with
almost 24,000 enterprises was nearly double the
size of the Wholesale Trade sector which had over
12,000 enterprises, while the Motor Trade sector
was the smallest part of this group with approxi-
mately 7,000 enterprises. See Figure 7.1.

Figure 7.1 Number of enterprises by detailed
sector, 2011
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See Table 7.1 for full description of detailed sectors
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Number of persons engaged

The total number of persons engaged across all
business sectors was over 1.2 million. The larg-
est employer was the Retail Trade sector with over
209,000 persons engaged. This was followed
by Manufacturing with over 181,000 persons en-
gaged, Accommodation and Food Service Activities
with over 146,000 and Professional, Scientific and
Technical Activities with nearly 103,000.

The Industry sector which employs almost 203,000
encompasses:

¢ Mining and Quarrying

¢ Manufacturing

¢ Electricity, Gas, Steam and Air Conditioning
Supply

¢ Water supply: Sewerage, Waste Management
and Remediation Activities.

Industry is dominated by Manufacturing which em-
ploys 90% of the persons engaged in that sector.
See Figure 7.2.

Figure 7.2 Number of persons engaged by
detailed sector, 2011
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See Table 7.1 for full description of detailed sectors



Business Operations

Structural business surveys are used to analyse
the financial data for the detailed sectors. Turnover
and GVA are presented in absolute terms. GVA per
person engaged gives an indication of the produc-
tivity of the detailed sectors while the profitability of
the sectors is also analysed using gross operating
surplus as a percentage of turnover.

The Financial and Insurance sector is excluded
from this section while the Other Services Activities
sector (NACE Rev. 2 - R92, R93, S95 and S96) is
included.

Turnover in the detailed sectors

The Manufacturing sector dominated turnover
within the business economy with €102.4 billion in
sales in 2011 accounting for 31.4% of total turn-
over. This was followed by Wholesale Trade at
€60.8 billion. The Information and Communication
sector, which includes publishing activities (e.g.
software publishing), broadcasting, telecommuni-
cations, computer programming and consultancy
and information service activities had a turnover of
€52.3 billion while the turnover for Retail Trade was
€33.6 billion. These four sectors account for three
quarters of all sales in the Irish business economy.
See Figure 7.3.

Figure 7.3 Turnover by detailed sector, 2011
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See Table 7.1 for full description of detailed sectors
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GVA in the detailed sectors

Manufacturing again led the way in terms of GVA
with €32.8 billion or 36.8% of total GVA in the Irish
business economy. This was followed by Infor-
mation and Communication with just under €12.6
billion while Wholesale Trade recorded GVA worth
€7.9 billion. The Retail Trade and Professional,
Scientific and Technical Activities sectors reported
value added of €6.2 billion and €6.1 billion respec-
tively. See Figure 7.4.

Figure 7.4 GVA by detailed sector, 2011

Mining & quarrying
Manufacturing 32.8
Electricity, gas etc
Water supply etc
Construction
Motor trade
Wholesale trade
Retail trade

Transportation & storage

Accommodation & food

Information &
communication

Real estate

Professional, scientific etc

Administrative & support

Other services

€bn 0 10 20 30 40

Source: CSO Business Demography

See Table 7.1 for full description of detailed sectors
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Productivity in the detailed sectors

Gross value added (GVA) per person engaged is
a simple measure of labour productivity. Electricity,
Gas, Steam and Air Conditioning Supply gener-
ated the most GVA per person engaged at over
€336,000. The next largest figure was recorded by
Manufacturing at almost €196,000.

The sector that generated the least GVA per person
engaged was Accommodation and Food Service
Activities at almost €21,000. Retail Trade and Other
Services both recorded a figure of approximately
€30,000. Construction and Motor Trade also had
low GVA per person engaged at over €37,000 and
over €35,000 respectively. See Figure 7.5.

Figure 7.5 GVA per persons engaged by
detailed sector, 2011
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See Table 7.1 for full description of detailed sectors



Profitability in the detailed sectors

Gross operating surplus is the balance available to
the enterprise which allows it to provide a return
to shareholders, to pay taxes and to finance all or
part of its investment. Gross operating surplus as a
percentage of turnover is a measure of profitability.

Real Estate Activities was the sector that recorded
the highest gross operating surplus as a percent-
age of turnover at 37.1%. This was followed by
Electricity, Gas, Steam and Air Conditioning Supply
with 31.6% and Manufacturing with 24.2%.

Motor Trade was the sector that recorded the
lowest gross operating surplus as a percentage of
turnover at 2.8%. Other sectors that recorded low
percentages were Wholesale Trade, Retail Trade
and Accommodation and Food Service Activities
which recorded gross operating surplus of between
5.0% and 7.0% of turnover. Other sectors recorded
percentages around the average for the total busi-
ness economy which was 15.5%. See Figure 7.6.

Figure 7.6 Gross operating surplus as a
percentage of turnover by detailed
sector, 2011
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Table 7.1 NACE Rev. 2 detailed sector descriptions

B Mining and quarrying
Manufacturing

D Electricity, gas, steam and air conditioning supply

E Water supply; sewerage, waste management and remediation activities

F Construction

G45 Wholesale and retail trade and repair of motor vehicles and
motorcycles

G46 Wholesale trade, except of motor vehicles and motorcycles

G47 Retail trade, except of motor vehicles and motorcycles

H Transportation and storage

| Accommodation and food service activities

J Information and communication

K excl. 642 Flnancgl and insurance activities excluding financial holding
companies

L Real estate activities

M Professional, scientific and technical activities

N Administrative and support service activities

R92, R93, ) -

S95. 596 Other service activities
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Chapter 8
Multinationals: an Irish perspective

ultinationals (MNESs) play an important role in the economies of many developed and developing countries.
Increasingly, multinationals create a physical presence in several countries around the world in order to
maximise their global earnings.

This chapter presents statistics on the activities of the affiliates of Irish multinationals abroad and the contribution
made by the affiliates of foreign multinationals in Ireland. Please note that a special article called “Compiling
foreign affiliates statistics (FATS)” was published in “Business in Ireland 2010"” which goes into more detail on
the methodology behind these statistics. See Tables 8.1 and 8.2 at the end of this chapter for more detail on the
data in the graphs.

Key statistics

In 2011, Irish multinationals employed over 246,000
persons in foreign affiliates. These affiliates gener-
ated turnover of almost €73.0 billion. By contrast,
foreign multinationals employed over 250,000
persons in affiliates in Ireland?. These affiliates
generated turnover of almost €176.9 billion. See
Figure 8.1.

Figure 8.1 Irish MNEs abroad and foreign
MNEs in Ireland, 2011
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Irish multinationals abroad

In terms of employment, Distribution was the dom-
inant sector for Irish affiliates abroad with 42.3% of
total persons engaged. This was followed by Man-
ufacturing with 32.4% and Services with 23.1%.
Employment in Other Industrial and Construction
affiliates only accounted for 2.3% of the total em-
ployment. See Figure 8.2.

Figure 8.2 Persons engaged in Irish-owned
foreign affiliates by sector, 2011
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In terms of turnover, Distribution was the most im-
portant sector for Irish affiliates abroad accounting
for 38.4%. This was followed by Services with
about one third of total turnover and Manufacturing
with just over a quarter. See Figure 8.3.

1 For “Business in Ireland 2010” see link http://www.cso.ie/shorturl.aspx/133

2 The numbers of persons engaged for foreign multinationals in Ireland are derived from the Structural Business Surveys while the persons
engaged in the rest of this publication are taken from CSO Business Demography statistics i.e. administrative sources. The two sources will
produce marginally different results.
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Figure 8.3 Turnover in Irish-owned foreign
affiliates by sector, 2011

Figure 8.5 Number of persons engaged in
Irish-owned foreign affiliates by
location, 2011
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In Irish affiliates abroad, the Services sector re-
corded the highest turnover per person engaged
at over €421,000. The least productive sector was
Manufacturing which recorded a figure of just under
€241,000. The average turnover across all sectors
was over €296,000. See Figure 8.4.

Figure 8.4 Turnover per person engaged in
Irish-owned foreign affiliates by
sector, 2011
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It is possible to analyse Irish-owned foreign affil-
iates by location. As might be expected, the UK
was the most important location for Irish affiliates
in 2011 with employment of over 74,000 and turn-
over of €26.3 billion. This was followed by the US
with employment of almost 63,000 and turnover
of €16.3 billion. The UK and the US combined ac-
counted for 55.6% of total employment and 58.4%
of total turnover in Irish affiliates abroad. Other lo-
cations for Irish affiliates with high employment and
turnover were Germany, Netherlands and France.
See Figures 8.5 and 8.6.
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Figure 8.6 Turnover in Irish-owned foreign
affiliates by location, 2011
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Employment outside the EU by EU
multinationals

The number of persons engaged in Irish-owned af-
filiates outside the EU was almost 99,000 in 2010
(compared to almost 155,000 in foreign affiliates
within the EU). In order to put this figure into con-
text, it represents 0.7% of the 13.2 million persons
engaged in European-owned affiliates outside the
EU. The largest contributors to this employment
were British-owned affiliates at 29.0%, French-
owned affiliates at 21.5% and German-owned
affiliates at 18.5%. Note that 2010 data are used
for these European comparisons as 2011 data are
not yet available from Eurostat. See Figure 8.7.

Figure 8.7 Employment outside the EU by
EU multinationals by nationality of
ownership, 2010
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Source: Eurostat

In terms of the sectoral breakdown of employment
in European-owned affiliates outside the EU, 53.9%
of employment was in Services in 2010. By con-
trast, 70.5% of employment in Irish-owned affiliates
outside the EU was in Services. See Figure 8.8.

Figure 8.8 Employment outside the EU
by EU mulinationals,
percentage in services sector
by nationality of ownership, 2010
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Foreign multinationals in Ireland?®

It is estimated from the Structural Business

Surveys that over 3,300 or 2.1% of the 155,600 en-
terprises in the business economy in Ireland were
foreign-owned in 2011.

Despite the small number of foreign-owned en-
terprises, they were very significant in terms of
employment, turnover and GVA.

Foreign-owned enterprises employed over 250,000
or 21.8% of the 1,151,000 persons engaged in the
business economy.

Foreign-owned enterprises generated almost
€176.9 billion or 55.9% of the €316.2 billion in total
turnover.

Foreign-owned enterprises generated over €48.9
billion or 57.4% of the €85.2 billion in total GVA.

There were only small changes between 2010
and 2011 in the percentage contribution of for-
eign-owned enterprises to the key variables such
as employment, turnover and GVA. See Figure
8.9.

3 In this section, the data for the number of enterprises and persons engaged are derived from the Structural Business Surveys while in the
rest of this publication these variables are taken from CSO Business Demography statistics i.e. administrative sources. The two sources

will produce marginally different results.
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Figure 8.9 All Sectors - Percentage
contribution of foreign-owned
enterprises to key variables,

2010 - 2011
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Manufacturing, in particular, was dominated by
foreign-owned enterprises in 2011 with 426 en-
terprises (9.4%) accounting for 80,400 (47.9%)
persons engaged and €27.4 billion (83.4%) in GVA.
See Figure 8.10.

Figure 8.10 Maufacturing - Percentage
contribution of foreign-owned
enterprises to key variables,
2010 - 2011
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Construction is not a sector that is overly char-
acterised by foreign-owned enterprises. It was
estimated that 0.2% of enterprises in Construction
were foreign-owned in 2011, which accounted for
2.7% of persons engaged and 2.5% of GVA.

Distribution and Services showed a similar profile
in terms of the importance of foreign multinationals.

In Distribution, over 1,200 (3.2%) foreign-owned
enterprises accounted for almost 74,000 (22.7%)
persons engaged and €6.9 billion (45.5%) GVA.

In Services, over 1,600 (1.9%) foreign-owned en-
terprises accounted for nearly 94,000 (16.5%)
persons engaged and €14.5 billion (42.9%) GVA.
See Figures 8.11 and 8.12.

Figure 8.11 Distribution - Percentage
contribution of foreign-owned
enterprises to key variables,

2010 - 2011
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Figure 8.12 Services - Percentage contribution
of foreign-owned enterprises to
key variables, 2010 - 2011
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Nationality of foreign multinationals in
Ireland

Of the €80.2 billion in turnover accounted for by
foreign-owned enterprises in Manufacturing, €69.7
billion or 87.0% was generated from enterprises
that were owned by multinationals outside the EU.
The equivalent values for Distribution and Services
were 60.2% and 73.8% respectively.

Of the €27.4 billion in GVA accounted for by for-
eign-owned enterprises in Manufacturing, €24.3
billion or 88.8% was generated from enterprises
that were owned by entities outside the EU. The
corresponding figures for Distribution and Servic-
es were 54.7% and 72.0% respectively. See Table
8.2.

Sectoral breakdown of Irish-owned
enterprises versus foreign-owned
enterprises

Irish-owned enterprises (operating in Ireland) were
more active in the sectors of Distribution and Servic-
es sectors compared to foreign-owned enterprises.
Of the €139.3 billion in total turnover generated by
Irish-owned enterprises, about three quarters was
generated in the Distribution and Services sectors,
while the equivalent figure for foreign-owned enter-
prises was 54.4%. See Table 8.2.
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Table 8.1 Irish-owned foreign affiliate statistics, persons engaged and turnover, 2011

Persons engaged Turnover
Affiliates Affiliates Total Affiliates Affiliates Total
inside the EU  outside the EU inside the EU  outside the EU

Manufacturing 51,558 28,249 79,807 11,811 7,410 19,221
Other industrial (c) (c) 3,106 (c) (c) 1,065
Construction (c) (c) 2,368 (c) (c) 709
Services (incl. Distribution) 88,774 72,195 160,969 32,052 19,905 51,957
Distribution (c) (c) 104,056 (c) (c) 27,988
Services (incl. Fin)' (c) (c) 56,913 (c) (c) 23,969

All sectors 144,185 102,065 246,250 45177 27,774 72,952

Source: CSO Outward Foreign Affiliates Survey

" Services covers NACE Rev. 2 H to S excluding O.

Table 8.2 Structural business statistics by sector and nationality of ownership, 2011

Irish-owned Foreign-owned affiliates All enterprises
Owned by EU Owned by non-EU
L L Total
multinationals multinationals
Number of enterpises1
Manufacturing 4,090 195 231 426 4,516
Construction 28,028 n/a n/a 52 28,080
Distribution 36,520 757 462 1,219 37,739
Services (excl. Fin)? 83,646 933 699 1,632 85,278
All sectors 152,284 3,329 155,613
Number of persons engaged
Manufacturing 87,281 20,283 60,116 80,399 167,680
Construction 87,640 n/a n/a 2,469 90,109
Distribution 251,889 54,456 19,331 73,787 325,675
Services (excl. Fin)2 473,888 44,922 48,814 93,736 567,624
All sectors 900,698 250,391 1,151,089
Turnover (€millions)
Manufacturing 22,222 10,449 69,706 80,155 102,377
Construction 8,833 n/a n/a 483 9,316
Distribution 64,216 15,427 23,322 38,749 102,965
Services (excl. Fin)2 44,064 15,037 42,447 57,484 101,547
All sectors 139,335 176,871 316,205
GVA (€millions)
Manufacturing 5,437 3,067 24,341 27,408 32,845
Construction 3,280 n/a n/a 83 3,363
Distribution 8,260 3,122 3,776 6,898 15,157
Services (excl. Fin)2 19,305 4,062 10,466 14,528 33,833
All sectors 36,282 48,917 85,198

Source: CSO structural business surveys

"The number of enterprises and persons engaged published in this table are derived from the Structural Business Surveys while the number of
enterprises and persons engaged in the rest of this publication are taken from CSO Business Demography statistics ie administrative sources.

2 Services covers NACE Rev. 2 H to N (excluding K) and R92, R93, S95, S96.
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Chapter 9

Financial sector

Structural Business Statistics for the financial sector are used to complete the coverage of the business econo-
my in Ireland and to allow meaningful comparisons with other business sectors such as Industry and Services.

Financial and insurance activities

The Financial and Insurance Activities sector,
NACE Section K, has traditionally been excluded
from the Structural Business Statistics arising from
difficulties in generating definitions for production
value, gross value added and gross operating
surplus. However, these definitions have been de-
veloped over the last number of years at European
level which now facilitates comparisons across
sectors.

The Financial sector is described by NACE Section
K. Itincludes:

¢ K64 — Financial Service Activities except Insur-
ance and Pension Funding.

¢ K65 — Insurance, Reinsurance and Pension
Funding.

¢+ K66 — Activities Auxiliary to Financial Services
and Insurance Activities.

K64 is dominated by credit institutions which in Ire-
land are banks and credit unions. However, it also
includes activities of holding companies, invest-
ment funds and other financial service activities.

K65 includes life insurance companies, non-life in-
surance companies and reinsurance companies as
well as pension funds.

K66 is the most diverse category and includes all
financial auxiliaries including brokerage firms, in-
surance agents and fund management activities.

The business operations data presented for the
Financial sector in Chapter 2 of this report covers
banks, life insurance, non-life insurance and re-
insurance. The detailed calculations of the main
indicators for these enterprises are presented
here. The calculations are based on an accounting
framework where the income and expenses for the
reference year 2011 are analysed in detail. See
Tables 9.1 and 9.2.

Please note that 2009 and 2010 data in Tables 9.1
to 9.3 below have been revised subsequent to their
initial publication in 2012. These revisions took
place while compiling 2011 data during October
2013.

Banks

In 2011, interest receivable for all resident banks
in Ireland! was €20.6 billion, a reduction of €2.3
billion from 2010. The 2011 figure comprised of
€15.0 billion in interest from loans and deposits
and €5.5 billion in interest from securities held as
assets. See Figure 9.1 and Table 9.1.

Figure 9.1 Breakdown of interest receivable
by banks, 2009 to 2011
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When commissions and other operating income
are included, total income for banks in 2011 was
€27.1 billion. Total income in 2009 and 2010 was
€34.5 billion and €27.8 billion respectively.

Interest payable in 2011 from resident banks was
€15.4 billion which comprised €11.3 billion in inter-
est paid for loans and deposits and €4.0 billion in
interest paid to holders of issued securities. Inter-
est payable in 2010 was €16.7 billion while in 2009
it was €23.7 billion. See Figure 9.2 and Table 9.1.

1'In 2011, there were 77 resident banks in Ireland (39 licensed banks and 38 branches of foreign banks).
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Figure 9.2 Breakdown of interest payable
by banks, 2009 to 2011
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Please note that a definition of turnover does not
exist for banks at European level, therefore for
the purposes of this report, turnover is equal to
production value. Also, the concept of Financial In-
termediation Services Indirectly Measured (FISIM)2
is not used in Structural Business Statistics.

Gross value added (GVA) for banks was €8.8 bil-
lion in 2011. This was an increase of €1.6 billion
from 2010 despite falling interest receivable. The
rise in GVA resulted mainly from a significant rise in
other operating income and a reduction in interest
payable and commissions payable. See Table 9.1.

Gross operating surplus, which is GVA minus per-
sonnel costs, was €5.8 billion in 2011 rising from
€4.6 billion in 2010. This was the amount of money
that was earned by banks through their normal
operations which was used to fund the operation
of the business, meet tax obligations, pay out div-
idends, or to meet the cost of write-downs on the
value of loans advanced to customers.

Table 9.1 Production account and generation of
income for all banks, 2009 - 2011

2009 2010 2011
€m €m €m
All interest receivable 30,270 22,881 20,552
Interest receivable from
securities 8,960 6,487 5,530
Interest receivable from
loans and deposits 21,310 16,396 15,023
Commissions receivable 1,683 2,122 1,916
Other operating income 2,555 2,785 4,618
All Income 34,508 27,788 27,087
?r:Ial:;t:;est payable and similar 23,729 16,739 15,355
Interest payable linked to
securities 5,498 4,925 4,020
Interest payable linked to
loans and deposits 18,232 11,814 11,334
Production value' excluding
value adjustments and profits 10,779 11,050 11,733
from affiliates
Interest Margin® 6,541 6,143 5,198
Commissions payable 914 1,067 450
pevruiimer e
Other operating charges 2,063 1,942 1,864
Gross value added at
factor cost’ 7,316 7,217 8,793
Personnel costs 2,354 2,617 2,989
Gross operating surplus4 4,963 4,601 5,804

Source: CSO/Central Bank survey of credit institutions

" All income less all interest payable and similar charges.

2 All interest received less all interest payable and similar charges.

3 Production value less commissions payable, other administrative expenses

(other than labour costs) and other operating expenses.

* Gross value added less personnel costs.

Insurance

Gross premiums earned, which is defined as turn-
over in Structural Business Statistics, amounted to
€38.9 billion in 2011 for all insurance companies in
Ireland3. This is a fall of approximately €300 million
on the 2010 figure.

Besides gross premiums, other sources of income
for insurance companies in 2011 included portfolio
investment income of €4.1 billion and income from
the provision of other services of €1.7 billion. Both
of these sources of income fell in 2011 compared
to 2010.

Gross claims incurred by insurance companies in
2011 were €40.1 billion, which was a large increase

2 In the System of National Accounts, FISIM is used to estimate the value of the services provided by financial intermediaries such as banks.
3 In 2011, there were 63 life insurance companies, 141 non-life insurance companies and 120 reinsurance companies.

54



of €10.1 billion from 2010. This large increase was
caused by a small number of large transactions in
2011. The outcome of this was that gross claims
incurred were greater than gross premiums earned
in the most recent year of 2011. See Figure 9.3
and Table 9.2.

Figure 9.3 Gross premiums earned and gross
claims incurred by insurance
companies, 2009 to 2011
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In order to offset the large rise in gross claims,
there was a similar magnitude change in the life
insurance provision at €10.4 billion. Note that a fall
in the technical provisions on the balance sheet of
an insurance company often leads to a gain being
recorded on the profit and loss account. This is
what occurred with the positive changes in life in-
surance provisions.

Production value amounted to €10.9 billion for all
insurance companies in 2011, a fall of almost €1.0
billion compared to 2010. The offsetting change
in the life insurance provision was not enough to
compensate for falling income (in particular portfo-
lio investment income), inflated gross claims and
investment losses of €4.0 billion.

GVA for insurance companies was €2.5 billion in
2011, a decrease of almost €1.3 billion compared
to 2010. Increases in both reinsurance services re-
ceived and other intermediate consumption (e.g.
commissions, brokerage, fronting fees etc.) partly
drove the fall in GVA.

Gross operating surplus or profit for insurance
companies was €1.8 billion in 2011 dropping from
just over €3.0 billion in 2010. See Table 9.2.

Summary

By amalgamating the data on banks and insurance,
it is possible to produce key indicators which can
then be used to compare the Financial sector with
the other business sectors in the economy. See
Table 9.3.

Table 9.2 Production account and generation of

income for all insurance companies,

2009-2011
2009 2010 2011
€m €m €m
Gross premiums earned 37,655 39,144 38,870
Portfolio investment income 4,664 4,717 4,122
Investment income (Technical a/c) 3,760 4,131 3,623
Investment income (Non-
Technical a/c) 903 586 500
Other services produced 1,876 2,045 1,673
Fees receivable (commissions etc) 879 1,114 1,262
Other income - Technical a/c 998 932 411
Gross claims incurred 27,280 29,949 40,078
Gross claims payments 27,593 30,175 40,308
Gross change in the provision for
outstanding claims -314 -227 -230
Capital gains and provisions -5,377 -4,030 6,349
Capital gains/losses realised and
unrealised 11,834 8,682 -4,004
Gross change in life insurance
provision -17,211 12,711 10,352
Production value' 11,539 11,928 10,936
Gross value of reinsurance
services received 1,622 1,358 1,501
Other intermediate consumption 6,644 6,772 6,901
Gross value added at factor
cost’ 3,273 3,799 2,533
Personnel Costs 765 762 749
Gross operating surplus3 2,508 3,037 1,785

Source: CSO Balance of Payments surveys of insurance corporations

TIncludes gross premium earned, portfolio investment income, other services
produced, capital gains and provisions less gross claims incurred.

2 Production value less gross value of reinsurance services received and other

intermediate consumption.

3 Gross value added at factor cost less personnel costs.

Table 9.3 Summary of main indicators for
banks and insurance, 2011

€m

Banks Insurance Total

Turnover 11,773 38,870 50,603

Production value 11,773 10,936 22,669

Gross value added 8,793 2,533 11,326
of which

Gross operating surplus 5,804 1,785 7,589

Personnel costs 2,989 749 3,738

Source: CSO/Central Bank survey of credit institutions and CSO Balance of

Payments surveys of insurance corporations
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Eurostat' Chapter 10
DEweD
G International comparisons

ome international comparisons of the key characteristics of the business economy are presented here.
These comparisons are possible as Structural Business Statistics are collected across most of the 27 coun-
tries of the European Union (EU27). The reference year used is 2010, as data for 2011 is incomplete for some
large countries. All data is available on the Eurostat website.

Business Demography

Business Demography data are used to com-
pile international comparisons for the number

Figure 10.1 Percentage share of active

enterprises by sector, 2010
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1 http://www.cso.ie/shorturl.aspx/198
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Number of persons engaged

Industry accounted for 16.4% of the total
number of persons engaged in Ireland. There
were only four countries (Luxembourg, United
Kingdom, Netherlands and Cyprus) with a
lower percentage than Ireland. Romania,
Czech Republic and Slovakia had more than
35% of total employment in Industry. See
Figure 10.2 and Table 10.2.

Construction accounted for 8.0% of the total
number of persons engaged in both Ireland
and Germany, which was the lowest propor-
tion across the EU27 countries. In the case of
Ireland, this proportion has fallen from 15.5%
in 2006. Spain had the highest proportion in
2010 in the EU27 at 14.5%.

Distribution accounted for 26.7% of the total
number of persons engaged in Ireland. Only
Latvia and Lithuania had higher proportions
working in Distribution.

Services accounted for 41.3% of the total
number of persons engaged in Ireland. The
United Kingdom recorded the largest percent-
age at 46.0%.

Financial and Insurance activities account-
ed for 7.6% of the total number of persons
engaged in Ireland. This was the second larg-
est percentage across the EU27 but was still
much lower than the percentage recorded in
Luxembourg at 13.5%.
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Figure 10.2 Percentage share of persons
employed by sector, 2010
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Business Operations

The structural business surveys are used to com-
pile international comparisons for turnover, gross
value added (GVA), productivity and profitability.
See Tables 10.3 to 10.5.

The sectoral breakdown is somewhat different in
these tables compared to the Business Demog-
raphy data presented in Tables 10.1 and 10.2.
Industry has been replaced by Manufacturing for
confidentiality reasons and it was not possible to in-
clude the Financial and Insurance Activities sector.

Turnover

Total turnover in the EU27 in 2010 was €22,043
billion with Distribution accounting for two fifths of
this figure. Manufacturing accounted for 29.1% of
total turnover while Services accounted for 23.7%.
The Construction sector only accounted for 7.0%
of total turnover. See Figure 10.3 and Table 10.3.

Figure 10.3 EU27 share of turnover
by sector, 2010
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Total turnover in Ireland in 2010 was €293 billion
with both Distribution and Manufacturing account-
ing for about one third each. Services accounted
for a marginally lower proportion at 29.1% while
Construction only accounted for 3.2%. See Figure
10.4 and Table 10.3.

Figure 10.4 Ireland share of turnover
by sector, 2010
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Gross value added (GVA)

In Ireland, Manufacturing accounted for 38.2% of
total GVA. Germany recorded a percentage only
marginally lower at 37.3%. In the UK, Manufactur-
ing accounted for a much lower percentage of GVA
at 19.7%. See Figure 10.5 and Table 10.4.

Compared to the large EU countries, the Con-
struction sector in Ireland accounted for a very low
percentage of GVA at 4.0%. Spain had one of the
highest percentages at 14.0%.

The Distribution sector in Ireland accounted for
about one fifth of GVA which was a similar percent-
age to the large countries across the EU.

Services accounted for 37.9% of GVA in Ireland
while the highest percentage of 51.1% was record-
ed in the United Kingdom.

Figure 10.5 Selected EU countries share of
GVA by sector, 2010
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Comparing productivity across
countries

Across all sectors, Ireland recorded the highest
figure in the EU27 for GVA per person engaged at
€70,900. When foreign-owned enterprises were
excluded from the Irish data, GVA per person
engaged fell to €39,500. The foreign-owned en-
terprises were removed from the analysis here to
show the impact that they have on the Irish figures.
As a similar exercise has not been completed for
the other countries, comparing indigenous lIrish en-
terprises to all enterprises in other countries is not
a like for like comparison.

GVA per person engaged in the UK and Germany
was about €50,000 while the lowest figures record-
ed in the EU27 were in the countries of Bulgaria,
Romania, Lithuania and Latvia. See Figure 10.6
and Table 10.5.

Figure 10.6 GVA per person engaged in
all sectors by country, 2010
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Comparing profitability across
countries

Across all sectors, Ireland recorded gross operat-
ing surplus as a percentage of turnover of 14.2%,
which was the highest profitability rate in the EU.
When foreign owned enterprises were exclud-
ed from the Irish data the figure almost halved to
7.3%. Only two countries, France and Lithuania,
had a lower profitability rate than Irish indigenous
enterprises. See Figure 10.7 and Table 10.6.

Figure 10.7 Gross operating surplus as a
percentage of turnover in all
sectors by country, 2010
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Table 10.1 Share of active enterprises across broad sectors in selected EU countries, 2010

Total active Industry  Construction Distribution Services Financial & All sectors
enterprises Insurance
000's % % % % % %
European Union (EU27) : : : : : : :
Belgium 535 7.4 16.2 27.5 46.6 22 100.0
Bulgaria 324 10.4 6.8 44.3 371 1.3 100.0
Czech Republic 970 17.0 16.8 25.7 38.6 1.9 100.0
Denmark :
Germany 2,959 10.6 12.9 23.4 50.9 2.2 100.0
Estonia 70 11.2 12.5 24.9 49.8 1.5 100.0
Ireland 195 7.3 20.7 22.5 46.8 2.7 100.0
Greece : : : :
Spain 3,102 7.7 18.0 27.9 43.9 24 100.0
France 2,948 8.8 17.5 26.7 44.7 23 100.0
Italy 3,985 11.2 15.6 30.0 41.1 22 100.0
Cyprus 51 11.8 18.9 32.9 32.9 35 100.0
Latvia 83 10.6 8.5 30.4 48.3 21 100.0
Lithuania 121 11.5 11.4 42.8 33.3 0.9 100.0
Luxembourg 28 35 1.3 254 54.9 4.8 100.0
Hungary 563 9.7 1.7 248 49.0 4.8 100.0
Malta
Netherlands 787 6.7 16.0 245 50.2 2.6 100.0
Austria 337 9.7 10.2 24.6 53.4 21 100.0
Poland 1,957 12.8 15.5 34.4 33.6 3.7 100.0
Portugal 877 8.8 12.2 29.2 47.4 24 100.0
Romania 450 11.9 11.0 40.4 35.3 1.4 100.0
Slovenia 123 15.2 18.0 20.5 44.6 1.7 100.0
Slovakia 374 16.0 19.2 31.1 32.5 1.1 100.0
Finland 287 11.0 16.7 21.4 48.8 2.1 100.0
Sweden 667 8.9 13.7 20.1 56.0 1.3 100.0
United Kingdom 2,013 7.5 15.9 20.3 54.5 1.7 100.0

Source: Eurostat - Business Demography Data
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Table 10.2 Share of persons engaged across broad sectors in selected EU countries, 2010

Total Industry  Construction Distribution Services Financial & All
persons Insurance sectors
engaged

000's % % % % % %

European Union (EU27)

Belgium 2,680 21.7 10.6 22.7 404 47 100.0
Bulgaria 2,013 314 9.2 26.5 29.9 3.1 100.0
Czech Republic 3,987 35.6 10.4 19.8 31.6 25 100.0
Denmark

Germany 23,335 317 8.0 20.3 8515 45 100.0
Estonia

Ireland 1,237 16.4 8.0 26.7 413 7.6 100.0
Greece

Spain 12,509 18.0 14.5 248 39.1 3.7 100.0
France 16,999 20.7 12.1 23.4 38.9 5.0 100.0
Italy 16,011 27.0 11.5 221 35.6 3.7 100.0
Cyprus 259 16.0 14.4 26.2 36.1 7.3 100.0
Latvia 566 22.9 9.5 271 36.7 3.8 100.0
Lithuania 905 25.6 11.3 29.0 31.9 21 100.0
Luxembourg 290 13.3 14.4 16.7 42.1 13.5 100.0
Hungary 2,534 29.3 8.3 22.0 36.5 3.9 100.0
Malta :
Netherlands 5,753 15.5 8.5 254 45.6 5.0 100.0
Austria 2,801 23.2 10.2 231 39.0 4.4 100.0
Poland 9,533 324 11.1 26.2 26.4 3.9 100.0
Portugal 3,357 22.2 13.4 245 36.7 3.2 100.0
Romania 3,809 35.6 10.6 23.3 27.7 2.8 100.0
Slovenia 634 34.7 13.0 18.7 30.0 3.7 100.0
Slovakia 1,319 36.2 10.6 20.5 30.0 2.7 100.0
Finland 1,419 27.3 11.5 20.1 37.7 34 100.0
Sweden 2,944 22.6 11.3 20.5 425 3.0 100.0
United Kingdom 18,732 15.3 8.1 25.0 46.0 5.6 100.0

Source: Eurostat - Business Demography Data
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Table 10.3 Share of turnover across broad sectors in EU27 countries, 2010

Total Turnover Manufacturing  Construction Distribution Services All sectors
(ex. Fin) '
€ billions % % % % %
European Union (EU27) 22,042.8 29.1 7.0 40.2 23.7 100.0
Belgium 842.8 28.1 6.7 44.6 20.6 100.0
Bulgaria 84.4 26.1 8.3 48.8 16.7 100.0
Czech Republic 363.3 36.5 8.7 35.5 19.3 100.0
Denmark 396.4 21.5 5.7 43.7 29.0 100.0
Germany 4,543.3 38.5 3.8 36.8 20.9 100.0
Estonia 34.1 231 7.1 447 251 100.0
Ireland 293.0 33.0 3.2 34.7 29.1 100.0
Greece
Spain 1,702.7 26.2 11.8 38.7 23.3 100.0
France 3,265.8 26.0 7.9 39.6 26.6 100.0
Italy 2,588.9 33.6 8.0 36.8 215 100.0
Cyprus 25.4 14.5 11.9 47.9 25.8 100.0
Latvia 35.1 16.5 7.7 51.0 247 100.0
Lithuania 48.1 29.7 5.9 43.8 20.6 100.0
Luxembourg
Hungary 222.8 39.2 5.7 33.7 21.5 100.0
Malta : : :
Netherlands 1,174.9 23.0 7.3 45.7 241 100.0
Austria 537.8 28.7 7.5 40.3 23.5 100.0
Poland 714.6 33.0 8.5 42.0 16.5 100.0
Portugal 314.2 24.4 11.2 42.3 221 100.0
Romania 190.3 28.9 9.1 44.5 17.5 100.0
Slovenia 71.0 323 8.5 38.5 20.8 100.0
Slovakia 132.7 40.6 6.8 35.8 16.9 100.0
Finland 333.2 37.0 7.2 34.8 20.9 100.0
Sweden 625.5 28.6 7.8 35.3 28.2 100.0
United Kingdom 3,097.7 18.2 6.9 45.9 29.0 100.0

Source: Eurostat - Business Survey Data

" Services covers NACE sections H, I, J, L, Mand N (excludes K, R and S).
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Table 10.4 Share of value added across broad sectors in EU27 countries, 2010

Gross value Manufacturing Construction Distribution  Services All
added (ex. Fin) '  sectors
€billions % % % % %
European Union (EU27)
Belgium 166.6 28.8 8.6 23.2 39.5 100.0
Bulgaria 14.3 28.9 94 23.6 38.1 100.0
Czech Republic 734 39.8 9.2 17.9 33.1 100.0
Denmark 103.7 25.3 7.8 21.7 45.2 100.0
Germany 1,221.8 37.3 515 19.6 37.5 100.0
Estonia 6.5 29.2 7.7 19.8 43.3 100.0
Ireland 77.6 38.2 4.0 19.9 37.9 100.0
Greece
Spain 450.0 23.6 14.0 22.0 40.4 100.0
France 834.1 23.3 10.3 20.2 46.3 100.0
Italy 628.0 32.7 9.6 19.3 38.4 100.0
Cyprus 8.3 14.0 18.5 23.8 43.8 100.0
Latvia 6.9 223 7.3 25.3 451 100.0
Lithuania 8.5 29.6 7.8 24.4 38.2 100.0
Luxembourg
Hungary 42.4 41.2 5.6 16.8 36.3 100.0
Malta
Netherlands 277.7 20.7 9.5 24.3 454 100.0
Austria 143.4 31.5 9.7 20.0 38.8 100.0
Poland 143.0 34.6 94 24.2 31.8 100.0
Portugal 72.0 24.9 11.9 23.6 39.6 100.0
Romania 39.3 325 12.0 22.2 33.3 100.0
Slovenia 16.4 37.7 8.4 20.6 33.3 100.0
Slovakia 28.2 344 8.8 24.8 32.1 100.0
Finland 79.3 334 10.2 18.0 38.3 100.0
Sweden 172.2 29.5 9.4 19.7 41.5 100.0
United Kingdom 851.8 19.7 9.3 20.0 51.1 100.0

Source: Eurostat - Business Survey Data

" Services covers NACE sections H, I, J, L, M and N (excludes K, R and S).
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Table 10.5 Gross value added per person engaged across broad sectors in EU27 countries, 2010

Manufacturing Construction Distribution Services All sectors
(ex. Fin) '
€000's €000's €000's €000's €000's

European Union (EU27) 37.0 44.3
Belgium 89.3 47.0 60.7 58.7 64.2
Bulgaria 7.7 7.3 6.4 9.3 7.8
Czech Republic 244 16.6 19.0
Denmark 89.0 55.1 54.0 75.8 70.2
Germany 65.8 411 40.3 46.3 50.0
Estonia 19.9 13.1 15.7 21.0 18.6
Ireland 179.0 34.1 46.9 57.8 70.9
Greece : : : :
Spain 52.7 38.0 31.9 36.6 38.3
France 62.5 47.7 49.7 58.8 56.1
Italy 51.4 33.2 34.6 42.7 42.0
Cyprus 33.0 42.6 29.7 35.8 34.7
Latvia 14.2 9.5 11.5 15.2 13.3
Lithuania 14.0 8.2 8.9 12.9 11.4
Luxembourg 70.7 50.0 84.0
Hungary 26.7 11.2 12.7 16.7 18.0
Malta
Netherlands 82.6 54.1 46.5 48.5 53.0
Austria 75.5 50.7 46.5 55.0 57.3
Poland 20.6 14.9 15.2 19.8 18.1
Portugal 25.8 19.1 20.7 23.2 22.5
Romania 11.3 1.7 9.8 12.4 11.3
Slovenia 31.3 17.7 28.8 29.0 28.2
Slovakia 215 14.0 18.8 217 19.9
Finland 71.5 46.9 48.7 55.5 57.2
Sweden 77.4 48.9 54.0 58.5 60.8
United Kingdom 66.1 57.1 36.3 49.7 49.1

Source: Eurostat - Business Survey Data

" Services covers NACE sections H, I, J, L, Mand N (excludes K, R and S).
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Table 10.6 Gross operating surplus as a percentage turnover, EU27 countries, 2010

Manufacturing Construction Distribution Services All sectors
(ex. Fin) !
% % % % %
European Union (EU27) 9.0 10.7 5.0 18.7 9.8
Belgium 8.2 9.4 4.1 16.1 8.1
Bulgaria 9.3 9.0 4.3 20.5 8.7
Czech Republic 10.0 9.4 4.6 17.0 9.4
Denmark 10.7 6.7 3.8 16.3 9.1
Germany 7.6 10.0 5.1 225 9.9
Estonia 9.9 3.2 29 16.0 7.8
Ireland 223 9.9 6.0 15.2 14.2
Greece
Spain 8.4 10.4 53 18.0 9.7
France 5.5 6.5 3.6 13.5 7.0
Italy 8.7 125 6.0 21.9 10.8
Cyprus 111 21.2 5.2 21.6 12.2
Latvia 13.6 7.0 4.7 19.1 9.9
Lithuania 8.0 4.8 3.4 14.6 7.1
Luxembourg 5.2 9.1 2.7
Hungary 11.2 7.6 3.4 14.9 9.1
Malta : : : : :
Netherlands 9.2 10.0 5.4 18.7 9.8
Austria 11.0 9.8 4.5 19.2 10.2
Poland 10.9 11.2 6.6 21.8 10.9
Portugal 9.0 7.6 4.5 17.7 8.9
Romania 1.4 16.0 5.6 20.2 10.8
Slovenia 9.8 4.8 4.5 14.5 8.3
Slovakia 8.9 16.5 8.4 21.6 11.4
Finland 8.0 9.4 4.0 15.5 8.3
Sweden 10.4 7.8 5.0 13.8 9.2
United Kingdom 14.3 17.5 5.1 21.0 12.3

Source: Eurostat - Business Survey Data

" Services covers NACE sections H, I, J, L, Mand N (excludes K, R and S).
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Special Article 1

International Sourcing Survey 2009 to 2011 -
a case study for systematic micro data linking
Barra Casey, CSO'

Executive Summary

The results of the International Sourcing Survey 2009-2011 were presented recently by the CSO2. This survey
focused on the extent to which businesses in Ireland moved business functions abroad between 2009 and 2011.
A similar survey was carried out by fifteen of the twenty-seven Member States of the EU. This article will present
the key results in Ireland and across the EU.

The CSO subsequently carried out a micro data linking exercise using the International Sourcing Survey in order
to enrich the data already collected. This was a coordinated project with our European partners to test and
implement a centrally developed methodology for micro data linking. The benefits of micro data linking include
the production of new statistical outputs at minimal extra cost to the CSO and no extra burden on respondents.
The European project will be outlined and initial outputs from the micro data linking exercise will be presented.

What is Economic Globalisation?

Eurostat recently commissioned Timothy J. Stur-
geon of Massachusetts Institute of Technology
(MIT) to outline the theoretical background to eco-
nomic globalisation and make recommendations
on how statistical offices can better measure it.

Sturgeon (2013) tells us that economic globalisa-
tion is made up of three types of trade:

¢ traditional arm’s length trade

¢ intra-enterprise trade related to foreign direct
investment (FDI)

¢ external international sourcing

Traditional arm’s length trade is simply the sales
and purchases of goods and services between
unrelated enterprises in different countries. The
transactions are straightforward in the sense that
the buyer offers a good or service for sale and the
purchaser takes the offer with little or no control
over how the good or service was produced.

Intra-enterprise trade related to FDI is trade be-
tween enterprises within the same group. An
example of this is the global group head of a multi-
national enterprise in the UK purchasing a good or
service from an affiliate in Ireland. As multination-
als have expanded their operations globally, this
form of trade has grown in popularity.

The third form of trade, external international
sourcing, seems very similar to arm’s length trade
in that this trade occurs between two unrelated
enterprises. However, external international sourc-
ing requires high levels of explicit coordination
that differentiate it from arm’s length trade. In the

words of Sturgeon, “external international sourcing
arrangements imbue inter-enterprise trade with
characteristics similar to intra-group trade: better
control from the centre, higher levels of bi-later-
al information flow... and a harmonisation and
immediate integration of business processes...”.
External international sourcing can be used by do-
mestic enterprises to replace a business function
that was previously carried out internally.

CSO Statistics on Economic
Globalisation

The CSO has various sources for the measurement
of globalisation in relation to public and private en-
terprises in Ireland. Some of these statistics are
as follows:

¢ Quarterly Balance of International Payments

¢ Quarterly International Investment Position and
External Debt

¢ Annual Foreign Direct Investment

¢ Annual Resident Holdings of Foreign Portfolio
Securities

¢ Monthly Goods Exports and Imports
¢ Annual International Trade in Services
¢ Inward and Outward Foreign Affiliates Statistics

A more recent addition to this list is the Interna-
tional Sourcing Survey which has been conducted
twice by the CSO on an ad hoc basis. The first it-
eration of the survey was for the reference period
2001-2006 while the second iteration was for the
reference period 2009-2011. The purpose of the
International Sourcing Survey was to establish data
on the movement of Irish business activity abroad

1 Barra Casey (Barra.Casey@cso.ie) works in the Structural Business Statistics (SBS) Division of the CSO.
2 Irish results for the International Sourcing Survey 2009-2011: http://www.cso.ie/shorturl.aspx/190
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during the reference period 2009-2011. It provided
information on the level and pattern of international
sourcing in the Irish business economy. Interna-
tional sourcing involves the movement of one or
more business functions abroad to an enterprise
within or outside the enterprise group.

Eurostat (European Commission Statistical Office)
has established a number of working groups to
look at new ways to measure the increased in-
ternationalisation of business. The International
Sourcing Survey was developed within this Eu-
ropean framework. The survey is not currently a
legal requirement in the EU.

Business functions — opening the
black box of the enterprise

The International Sourcing Survey is different from
other business surveys in that it uses the “business
function” as a way of examining more closely the
activities of enterprises. Typically, the business
function that is used for producing the main output
of the enterprise determines how the enterprise is
classified statistically. For example, an enterprise
that produces chemical products would be classi-
fied to NACE Rev. 2 sector C20 “Manufacture of
chemicals and chemical products”. However, the
enterprise that produces chemicals may also be
supported by various other business functions such
as marketing and sales, logistics and distribution,
ICT and R&D services. Therefore, by using busi-
ness functions, the International Sourcing Survey
is able to reveal more information about how enter-
prises operate internally.

In the International Sourcing Survey, seven busi-
ness functions were identified®. This consisted
of one core business function which is the prima-
ry activity of the enterprise and will in most cases
equate with the NACE code of the enterprise. The
core business function includes the production of
final goods or services intended for the market or
other third parties.

There were a further six support business func-
tions included in the International Sourcing Survey.
These are carried out in order to permit or facilitate
production of goods or services. The outputs of
the support business functions are not themselves
intended directly for the market or for third parties.

The seven business functions used in the survey
are as follows:

¢ Production of goods and/or services for the
market

¢ Distribution and logistics
¢+ Marketing, sales and after sales services

¢ CT services

¢ Administrative and management functions

¢ RA&D, engineering and related technical
services

¢ Other support functions

Target Population for the survey

The International Sourcing Survey 2009-2011 was
a census of all enterprises in Ireland with 100 or
more employees in the Irish business economy
(NACE Rev. 2 sectors B to N excluding K). En-
terprises were identified using the CSO Central
Business Register. The survey was issued to 1259
enterprises and the overall response rate was 44.3
per cent?.

Definition of international sourcing in
the context of the survey

Sourcing refers to the movement of business func-
tions from an enterprise to another enterprise within
or outside the group. The movement of business
functions within Ireland is referred to as domestic
sourcing. The movement of business functions
outside Ireland (including previously domestically
sourced functions) is referred to as international
sourcing.

Main findings in an Irish context

Almost 12% of large Irish enterprises (100 or
more employees) engaged in international sourc-
ing during the period 2009 to 2011. Therefore for
these enterprises the responsibility for carrying
out a business function was moved from the Irish
resident enterprise to another enterprise abroad.
Enterprises that moved business functions prior to
2009 were not included in the definition of interna-
tional sourcing. Of those enterprises that engaged
in international sourcing between 2009 and 2011,
almost 86% were subsidiaries controlled by other
enterprises; just over 10% were enterprise group
heads; and just over 4% were standalone enter-
prises. See Figure 1 and Table 1.

Figure 1 International sourcing by enterprise
group structure, 2009-2011
4.1%

10.1%

85.8%

| Not in an enterprise group L.l Group head

| Subsidiary

3 These were based on generic business functions developed by Michael Porter of Harvard Business School.

4 More detail on response rates and other survey information can be found in the background notes to the survey:
http://www.cso.ie/shorturl.aspx/190

68



http://www.cso.ie/shorturl.aspx/190%20

Looking specifically at the subsidiaries who en-
gaged in international sourcing between 2009 and
2011, almost 86% were controlled by group heads
outside of Ireland. This consists of almost 45% with
a group head outside of the EU27 and almost 41%
with a group head inside the EU27. Therefore, of
the 148 enterprises that sourced business functions
abroad between 2009 and 2011, 109 enterprises
were part of multinational enterprise groups with a
foreign group head. See Figure 2 and Table 1.

Figure 2 Subsidiaries who sourced
internationally by location of group
head, 2009-2011
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| Group head outside EU27 || Irish Group head
|| Foreign group head inside EU27

Almost 78% of enterprises who engaged in in-
ternational sourcing in Ireland tended to source
business functions to enterprises within their en-
terprise group. This highlights that the nature of
international sourcing in Ireland between 2009 and
2011 was largely based around foreign multina-
tionals moving business functions abroad to other
enterprises within their own enterprise group. The

CSO statistical release International Sourcing Survey
2009-2011 has more information on the Irish results®.
See Figure 3.

Figure 3 International sourcing within the
enterprise group, 2009-2011
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Table 1 International sourcing by type of enterprise group structure, 2009-2011

Number of enterprises1

Engagedin  Not engaged in Al Percentage of

international international enterprises enterprises engaged in

sourcing sourcing international sourcing

In enterprise group 143 662 805 17.8
Enterprise group head 15 111 126 11.9
Subsidiary 127 552 679 18.7

- Subsidiary with global group head in Ireland 18 182 200 9.0

- Subsidiary with global group head within EU27 52 179 231 225

- Subsidiary with global group head outside EU27 57 191 248 23.0
Not in enterprise group 6 448 454 1.3
Total 148 1,111 1,259 11.8

Source: International Sourcing Survey, 2009 to 2011

' The number of enterprises in this table were grossed to the population of enterprises using sector and size class.

5 Irish results for the International Sourcing Survey 2009-2011:http://www.cso.ie/shorturl.aspx/190
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European Comparisons

As already mentioned, the International Sourcing
Survey 2009-2011 was a European initiative carried
out in fifteen of the twenty seven Member States.
The project was coordinated by Eurostat who pub-
lished the European comparisons in a “Statistics
Explained” article®.

The article showed that the highest share of
sourcing internationally was found in small, open
economies with high labour costs. Using these in-
ternational comparisons, it can be seen the Nordic
countries of Denmark and Finland had the highest
rates of international sourcing between 2009 and
2011 at over 25% and almost 21% respectively.
Bulgaria and Lithuania had the lowest rates of inter-
national sourcing at approximately 1%. At almost
12%, Ireland had a similar international sourcing
rate to both Norway and Slovakia. See Figure 4.

Figure 4 Enterprises sourcing internationally
by country, 2009-2011
(percentage of total enterprises)
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Enterprises in the Manufacturing sector had a
higher rate of international sourcing in almost every
country compared to enterprises in other sectors.
Denmark has the most frequent incidence of in-
ternational sourcing in Manufacturing (34% of all
manufacturing enterprises with 100 or more per-
sons employed), followed by Finland (29%) and
Belgium (22%). In Ireland, almost 16% of large
manufacturing enterprises engaged in international
sourcing during 2009 to 2011 while the equivalent
rate for enterprises in other sectors was just over
10%. See Figure 5.

Figure 5 Enterprises sourcing internationally
by sector and country, 2009-2011
(percentage of total enterprises)
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Enterprises were asked to divide their functions
into core and support functions (service functions
for internal use). International sourcing was origi-
nally a model used by Manufacturing enterprises to
move their production abroad, however, the sourc-
ing model has expanded to service functions and
Services enterprises too.

6 Eurostat “Statistics Explained” article is available from the following link: http://www.cso.ie/shorturl.aspx/189
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In general, businesses more frequently source sup-
port functions than core functions. Around 60% to
90% of businesses that engaged in internationally
sourcing said they had sourced support functions.
In every country (with the exception of France),
less than 60% of businesses who engaged in in-
ternational sourcing said they sourced the core
business function. Only in France was the core
business function sourced more frequently than
support business functions.

In Ireland, almost half of sourcing enterprises
sourced the core business function while almost
85% of sourcing enterprises sourced support busi-
ness functions. The importance of sourcing support
functions is interesting given that most sourcing
enterprises are in the Manufacturing sector. See
Figure 6.

Figure 6 Enterprises sourcing internationally
by type of business function and
country, 2009-2011
(percentage of sourcing enterprises)
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7 CSO Data Protocol: http://www.cso.ie/shorturl.aspx/193

The concept of micro data linking

Micro data linking is a technique used by research-
ers and statisticians whereby a common identifier
is used to join datasets from different statistical or
administrative sources. This allows values and
characteristics that were not asked in a particular
survey to be imported into the dataset of interest.
The International Sourcing Survey 2009-2011 was
designed with the knowledge that the survey would
be followed closely by a micro data linking exercise
that would enrich the information already collected
on the survey form. The benefits of micro data link-
ing are that new information can be derived from
surveys or administrative data without increasing
the burden on respondents.

The Sturgeon Report makes a number of recom-
mendations for statistical offices to follow in order
to promote the use of micro data linking. Some of
these are as follows:

¢ Archive and maintain key micro-data resources

¢ Develop a system to identify and link enterpris-
es across different datasets

+ Move to a consistent use of statistical units i.e.
the enterprise

¢ Coordinate sampling i.e. ensure a core group
of enterprises are contained in all datasets for
a particular time period

Another item could be added to this list also which
is the promotion of a common business identifier
across a wide range of public authorities. By using
a common business identifier micro data linking
could be more extensively used for the production
of statistics both within in the CSO and across the
public sector.

This article looks specifically at the second item
in the list above which is the development of a
system to identify and link enterprises across dif-
ferent datasets. The International Sourcing Survey
2009-2011 was used as a test case in order to try
to meet this goal.

The CSO have a Data Protocol for how the CSO
manages the combining of CSO and non-CSO
data. The Protocol covers any work undertaken
within the CSO to match the individual records con-
tained in two or more data holdings, at least one
of which originates outside the Office. For more
information on the CSO Data Protocol, please see
the CSO website”.
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Coordinated micro data linking project
across European countries

The micro data linking project for the International
Sourcing Survey is being coordinated by Eurostat,
Statistics Denmark and CBS Netherlands. Ten of
the fifteen countries that carried out the Interna-
tional Sourcing Survey are involved with the micro
data linking exercise. One of the key aspects of
the project is the testing of the centrally developed
methodology for linking datasets and producing
standardised outputs across a number of countries.

A second objective of the project is to produce new
information on those enterprises that responded to
the International Sourcing Survey 2009-2011. The
output results from the micro data linking will be
able to answer such research questions such as:

¢ What are the international trading patterns of
those enterprises that engaged in international
sourcing during the period 2009 to 2011?

¢ What is the impact of international sourcing
on domestic employment, value added, labour
productivity and international trade in goods?

The core dataset being used in the project are the
respondents to the International Sourcing Survey
2009-2011. In the case of Ireland, there were 558
enterprises that completed the survey?®. The
CSO enterprise number (common identifier) was
used to link these enterprises to the CSO Business
Register (which is populated using administrative
data mainly from the Revenue Commissioners),
the CSO structural business surveys (Annual
Services Inquiry, Census of Industrial Production
and the Building & Construction Inquiry), External
Trade data and Inward/Outward Foreign Affiliates
Statistics®. Longitudinal linked files were created
covering the years 2008 to 2011.

Organising the project

The project was split into three phases. The first
phase involved the construction of the linked micro
data files. Standardised guidelines were produced
by the project coordinators outlining in detail how
the linked datasets in each country were to be
structured. The micro data files were stored local-
ly at the CSO throughout the project and were not
shared with third parties. The Business Register is
a key tool for linking datasets as this is the location
where the CSO enterprise number is maintained,
multinational group information is stored, samples
for surveys are compiled and key characteristic
data (such as NACE Rev. 2 activity) are kept con-
sistent.

The second phase of the project involved carrying
out validity controls on the linked files. Although
each dataset being used in the project has already

undergone rigorous editing, there is still a need
for further checks to ensure, for example, that the
matched enterprises represent the same statistical
units across different datasets. It is possible that
the reporting unit used for a manufacturing enter-
prise on the Census of Industrial Production is not
the same as the reporting unit it was matched to on
the External Trade file. The validity controls were
devised by the project coordinators and imple-
mented locally by the CSO and the other statistical
offices. More detail is provided on the validity con-
trols in the section below.

The third phase of the project involves the produc-
tion of standardised output across each country.
The output tables include:

a) descriptive analysis of sourcing enterprises
compared to non-sourcing enterprises

b) longitudinal analysis of sourcing enterprises
compared to various control groups

c) impact or regression analysis due to internation-
al sourcing e.g. impact on domestic employment
due to international sourcing controlling for other
factors.

Standardised SAS code was written by the project
coordinators to ensure identical tables were pro-
duced in each country. Confidentiality checking
was completed on the aggregated data locally in
each statistical office.

Problems encountered with micro data
linking and corrective actions

The External Trade data, which is sourced from a
combination of the Revenue Commissioners and
Customs, does not use the enterprise number
which is the common identifier for businesses used
by the CSO. The External Trade data makes use
of VAT numbers in order to record transactions for
reporting units. Therefore, in order to link reporting
units on the External Trade data to CSO busi-
ness surveys, it was required to link the enterprise
number to VAT numbers. Once the initial matching
was complete, the validity controls compared the
exports on the External Trade dataset with turn-
over on CSO structural business surveys for the
matched enterprises. If exports were greater than
turnover, then this may be an enterprise which was
not matched correctly.

Generally, the matching exercise between the Ex-
ternal Trade data and the CSO business surveys
was successful. However, there were a small
number of enterprises who are part of large multi-
nationals where exports were greater than turnover
indicating different reporting units on each dataset.
These were examined on a case-by-case basis. In

8 These respondents were used to gross to the results shown in Table 1.

9 A special article was published in “Business in Ireland 2010” on the methodology for the compilation of Inward and Outward Foreign Affiliates
Statistics. See the following link http://www.cso.ie/shorturl.aspx/133
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some examples, it was possible to consolidate data
at the group level in order to ensure that that the
matched cases were comparable. The downside
to this solution, however, is that the “enterprise” is
the statistical unit that is under review and not the
“multinational group”. Therefore, this was only a
partial solution. In other examples, this solution
was not enough to ensure comparable matches
across datasets. In these cases, it was only possi-
ble to document the differences and ensure that the
statistical outputs of the project were not affected.

Matching rates across the various
datasets

There were high matching rates between the In-
ternational Sourcing Survey and the structural
business surveys. For reference year 2011, 89%
of enterprises who responded to the International
Sourcing Survey were matched with enterprises on
one of the three structural business surveys. The
matching rate in 2011 was 86% for enterprises that
sourced business functions abroad between 2009
and 2011 and 90% for those that did not. As we
move back through the reference years, the match-
ing rates fall away. For the year 2000, the matching
rates fell to 54% for sourcing enterprises and 49%
for non-sourcing enterprises. The matching rates
in the Manufacturing sector were generally higher
than in the Services sector. See Figure 7.

The matching rates between the Internation-
al Sourcing Survey and the External Trade data
were also high. For reference year 2010, 88% of
sourcing enterprises and 76% of non-sourcing en-
terprises were matched to reporting units on the
External Trade dataset. The matching rates were
particularly high for enterprises in the Manufactur-
ing sector at 100% for sourcing enterprises and
98% for non-sourcing enterprises. If no match is
found for an enterprise on the External Trade data,
it is presumed that this enterprise did not engage
in international trade and is entirely focused on the
domestic market.

It should be noted that there was an attempt to
match the enterprises on the International Sourcing
Survey to the Outward Foreign Affiliates Survey.
The matching rates were very low as the Outward
Foreign Affiliates Survey focuses on Irish-owned
multinationals with affiliates abroad. Very often,
the reporting units for this survey are group heads
or holding companies that do not necessarily meet
the criteria for entry onto the Business Register
sampling frame. The International Sourcing Survey
used the Business Register sampling frame as the
source of its sample of enterprises.

Figure 7 Matching rates of respondents to International Sourcing
Survey versus SBS Surveys, 2000 to 2011
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Some initial results from the micro
data linking project

We have already learned from the results of the
International Sourcing Survey 2009-2011 that the
nature of international sourcing in Ireland was
largely based around foreign multinationals moving
business functions abroad to other enterprises
within their own enterprise group. By linking the
micro data to other statistical domains we can
extend our knowledge about international sourcing
in Ireland.

Table 2 presents a descriptive analysis of the enter-
prises that responded to the International Sourcing
Survey 2009-2011 using the systematic approach
to micro-data linking outlined above. The informa-
tion on international sourcing has been combined
with exports and imports from the External Trade
dataset and turnover, GVA, wages and employ-
ment from the structural business surveys. The
enterprises have been categorised using the Ex-
ternal Trade dataset into “two-way trader” (exporter
and importer), “exporter only”, “importer only” and
“non-trader” (no exports or imports).

Of the enterprises that responded to the Inter-
national Sourcing Survey, 47.5% were “two-way
traders”, while 27.2% of enterprises only imported
and 2.9% of enterprises only exported. Just less
than a quarter of enterprises at 22.4% neither ex-
ported nor imported’0. See Figure 8.

Figure 8 Enterprises that responded to the
International Sourcing Survey by type
of trader, 2011
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As would be expected, “two-way traders” were
more likely to source business functions from
abroad compared to the other categories. Of the
69 observations on the International Sourcing
Survey that indicated that sourcing was carried out
between 2009 and 2011, two-thirds were engaged
in both importing and exporting. See Table 2.

It is interesting to look at some comparisons be-
tween sourcing and non-sourcing enterprises.
Across all enterprises, the export intensity of turn-
over was similar in both groups with non-sourcing
enterprises exporting 48% of turnover in 2011
while sourcing enterprises exported 53% of turno-
ver. Differences emerge between the groups when
wages per employee and GVA per employee are
analysed. Wages per employee for non-sourcing
enterprises were over €36,000 while for sourcing
enterprises they were almost €50,000. GVA per
employee (labour productivity) for non-sourcing en-
terprises was almost €75,000 while the figure was
over double that amount for sourcing enterprises at
over €163,000. See Table 2.

This is an indication that there are potential labour
productivity gains to be exploited from engaging
in international sourcing or, alternatively, more
productive firms may decide to source internation-
ally. However, in order to test the significance of
the correlation between international sourcing and
productivity, a full regression analysis would need
to be carried out to control for other factors in this
relationship. Murphy and Siedschlag (2013) ana-
lysed the previous survey on International Sourcing
carried out by the CSO, which covered the period
2001 to 2006, and found that the likelihood of off-
shoring (or international sourcing) was positively
associated with the size and labour productivity of
the enterprise. This result tells us that there is a
positive statistical correlation between international
sourcing and productivity between 2001 and 2006
but does not tell us about the causal relationship
involved.

Unusually, there were nine enterprises that sourced
business functions internationally that were catego-
rised to the “non-trader” category. If an enterprise
sourced a business function from abroad, then it
may be expected that these enterprises would sub-
sequently import the good or service produced.
There are a number of reasons why this may have
happened; incorrectly linked datasets (i.e. false
negative match), incorrectly completed interna-
tional sourcing survey (indicated sourcing when
that wasn’t the case), output of the international
sourced business function had not yet been import-
ed (i.e. timing issue) or the core business function
was sourced abroad and the resulting goods/ser-
vices were never repatriated back to the original
enterprise. This is an example of how micro data
linking can be used to quality check data by high-
lighting potential errors that otherwise would not
have been found. See Table 2.

10 If an enterprise on the International Sourcing Survey was not matched to an enterprise on the External Trade dataset, they were assigned

to the “non-trader” category.

74



Table 2 Key financial variables for enterprises that responded to the International Sourcing

survey by type of trader, 2011

Type of trader Number of  Exports Imports Turnover GVA Wages per GVA per
enterprises’ employee employee

Two-way trader 265 27,702 11,106 46,583 11,209 43,486 112,054
No int. sourcing 219 21,169 8,210 34,991 8,025 41,761 96,778

Int. Sourcing 46 6,533 2,896 11,592 3,185 51,840 186,044
Exporter 16 170 775 105 33,055 53,391
No int. sourcing 16 170 775 105 33,055 53,391

Int. Sourcing 0 0 0 0 0 0
Importer 152 0 1,344 7,721 2,761 30,515 53,537
No int. sourcing 138 0 1,212 7,195 2,598 29,921 53,419

Int. Sourcing 14 0 132 526 163 40,349 55,499
Non-trader 125 1,924 910 29,544 46,772
No int. sourcing 116 1,660 725 28,189 40,500

Int. Sourcing 9 264 185 45,045 118,524
Total 558 27,873 12,451 57,003 14,985 37,933 86,605
No int. sourcing 489 21,339 9,422 44,621 11,452 36,241 75,636

Int. Sourcing 69 6,533 3,028 12,382 31583 49,787 163,424

Source: Micro data linking between International Sourcing Survey 2009-2011, External Trade data and Structural Business Surveys

" In contrast to Table 1, the number of enterprises in this table are the ungrossed responses to the International Sourcing Survey 2009-2011

Conclusions and the road ahead

This article has outlined the key results from the In-
ternational Sourcing Survey 2009-2011. Data from
the Eurostat Statistics Explained article was present-
ed in order to provide a context for the Irish results.
In the participating European countries, international
sourcing between 2009 and 2011 was generally most
prevalent in Manufacturing enterprises. It was also
found that sourcing of support business functions was
more popular than sourcing of core business func-
tion. In the Irish context, international sourcing was
largely based around foreign multinationals moving
business functions abroad to other enterprises within
their own enterprise group.

Secondly, the article detailed the structure and organ-
isation of a coordinated micro data linking exercise
that is currently ongoing between the CSO and its Eu-
ropean partners. One of the main aims of the project
is to test and implement a centrally developed micro
data linking methodology. The lessons learned from
the project will be fed back to the coordinators who
will amend and refine the guidelines for micro data
linking.

The benefits of micro data linking are that new infor-
mation can be derived from surveys or administrative

data without increasing the burden on respondents.
Some initial descriptive statistics from the micro data
linking exercise in Ireland were presented. These de-
scriptive statistics provided evidence that wages per
employee and GVA per employee (labour productivi-
ty) in 2011 was far higher for enterprises that sourced
business functions internationally between 2009 and
2011 compared to those that did not. This initial find-
ing will be further explored in the future through the
use of regression analysis which will control for other
factors that may be influencing this relationship.

The micro data linking exercise for international sourc-
ing will continue until the end of 2013. The project will
produce further output in the form of descriptive sta-
tistics, longitudinal analysis and regression results.
These will be presented as part of the coordinated
output with our European partners.

Micro data linking within business statistics will be
further developed in 2014 by extending the match-
ing across statistical and administrative datasets to
all enterprises in the business economy. The lessons
learned through the work on the current project for
international sourcing will inform the work going for-
ward.
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Special Article 2

The Distribution sector in Ireland

Executive Summary

Don Forde, CSO!

Business in Ireland 2011 has taken a thematic approach to examining data on the total business economy. This
article will focus on the Distribution or Distributive Trade sector, which encompasses the wholesale trade, retail
trade and motor trades sub-sectors. A variety of CSO survey data will be exploited to take a detailed look at
the structure and performance of the Distribution sector. In contrast to the rest of the report this article will use
longitudinal data from the Annual Services Inquiry to highlight trends over time. National Accounts data is used
to indicate the Distribution sector’s contribution to Gross Domestic Product (GDP) and Gross National Product
(GNP). Short-term business statistics data are used to give a more up-to-date view of developments in the
sector. Furthermore, data from Eurostat are utilised to examine the Distribution sector in the international context.

Distribution — Business Demography

There were almost 43,000 active enterprises engaged
in the Distribution sector in 2011, employing over
326,000 people. The largest sub-sector was Retail
Trade (NACE 47) with over 55% of active enterpris-
es and over 64% of persons engaged. Wholesale
Trade (NACE 46) accounted for 29% of active enter-
prises and 27% of persons engaged while 15.9% of
active enterprises were in the Motor Trades (NACE 45)
sub-sector which accounted for just under 9% of per-
sons engaged. See Figure 1.

Figure 1 Share of active enterprises and
persons engaged in Distribution,

2011
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Source: CSO Business Demography

Distribution — National Accounts context

Gross Domestic Product (GDP)2 and Gross National
Product (GNP) are widely recognised and closely re-
lated measures of economic performance. GDP is
calculated here as the aggregate of Gross Value Added
(GVA)3 at basic prices plus product taxes less prod-
uct subsidies. It is not possible to give a breakdown
of these product taxes and subsidies in terms of sec-
toral contribution but it is likely that the sectoral share
of these taxes and subsidies is broadly similar to the
sectoral share of national GVA.

GDP increased from €117.5 billion in 2001 to €189.7
billion in 2007 before declining to €163.9 billion in 2012.
Over the same period GVA grew from €105.9 billion in
2001 to €166.9 billion in 2007 and fell to €148.8 billion
in 2012. In line with the rest of the economy, GVA in
Distribution grew from €10.2 billion in 2001 to a peak of
€17.7 billion in 2007 before dropping to €14.4 billion by
2012. See Figure 2.

! Don Forde (Don.Forde@cso.ie) works in the Structural Business Statistics (SBS) Division of the CSO.

2 Gross Domestic Product at current basic prices.
3 Gross Value Added at current basic prices.
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Figure 2 Gross Domestic Product, Gross National Product and
sectoral contribution to GVA at current market basic prices
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Looking at the sectoral contribution to GVA (at current 2005 and 2006 and contributing a 9.8% share in 2012.
market prices), it is noticeable that the Distribution The consistency of Distribution’s share of GVA is in
sector share of total GVA in the national economy has marked contrast to the Construction sector which saw
been relatively stable over the past decade. The Dis- its share of GVA increase from 7.6% in 2001 to 11.1%
tribution sector share of total GVA was at its lowest at in 2006 before collapsing to just a 1.6% share in 2012.
9.5% in 2001 and 2011, peaking at an 11% share in See Figure 3.

Figure 3 Percentage share of total GVA at current market basic
prices by broad sector %
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78



International Comparisons

Most distributive trades (Section G) enterprises serve
a local market and consequently this sector is charac-
terised by a large number of enterprises. European
comparisons published by Eurostat show that 6.2 mil-
lion enterprises were classified to Distribution in the
EU27 in 20104, making it the largest enterprise pop-
ulation among any of the NACE sections within the
non-financial business economy?®. The total number of
distributive trades enterprises in the EU27 amounted to
more than a quarter (28.6 %) of all non-financial busi-
ness economy enterprises.

In Ireland, Distribution comprised a larger share of the
non-financial business economy in terms of persons
employed than in the EU27% as a whole in 2010. The
employment share held by Distribution ranged from
19.5 % in Slovenia to 37.6 % in The Netherlands. Dis-
tribution contributed a 30.5% share of employment
in Ireland which was the second highest share in the
EU. In terms of GVA, Distribution had the largest share
of the non-financial business economy in The Neth-
erlands and Latvia where it held a 22.7% and 22.6%
share respectively. Distribution’s share of GVA in Ire-
land at 19.0% was very close to the EU27 figure of
19.3%. See Figure 4.

4 http://www.cso.ie/shorturl.aspx/200
5 NACE sections B to J and L to N and division 95.
6 Data for Greece and Malta are not available.

Figure 4 Percentage share of total GVA and
employment in the non-financial
business economy held by
Distribution, 2010
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Distribution — Structural Business
Statistics

In examining developments in the Distribution sector
over time, caution must be exercised with regard to
changes in NACE classification from NACE Rev.1.1
to NACE Rev.2 which occurred in 2008. The Distribu-
tion sector was not as greatly affected as some other
sectors by the NACE reclassification so the following
charts combine NACE Rev.1.1 and NACE Rev.2 data’.

Turnover in Distribution grew from €56.7 billion in 2000
to a peak of €123.6 billion in 2007 and had fallen back
to almost€103.0 billion in 2011. Wholesale Trade had a
48% share of turnover in 2000, followed by Retail with a

29% share and Motor Trade accounted for almost 23%
of turnover. In 2011, the largest sub-sector was Whole-
sale Trade which held a 59% share of turnover at €60.8
billion. Retail Trade held a 33% share with turnover of
€33.6 billion, with Motor Trade dropping to just over an
8% share with turnover of €8.6 billion. See Figure 5.

A broadly similar pattern is evident in Gross Value
Added (GVA) where Wholesale Trade contributed the
largest share for most years. In 2011 Wholesale Trade
contributed a 52.3% share of GVA at just under €8 bil-
lion followed by Retail Trade with a 41.0% share at €6.2
billion and Motor Trade with a 6.6% share at €1.0 bil-
lion. See Figure 6.

Figure 5 Turnover in Distribution by broad sub-sector
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Figure 6 Gross Value Added in Distribution by broad sub-sector
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Looking at the pattern of growth in turnover between
2000 and 2011, the Wholesale Trade sector grew more
rapidly than the other sectors, with growth particularly
strong between 2003 and 2007. The decline in turnover
in Motor Trade from 2007 was much more pronounced
than in either Retail Trade or Wholesale Trade. Unlike
the other sectors, the Retail Trade sector continued to
grow into 2008 and suffered a less severe decline in
turnover. See Figure 7.

While the performance of all sectors of Distribution was
adversely impacted by the economic downturn over
recent years, Motor Trade appears to have suffered
most. GVA in Motor Trade was halved from its peak
of almost €2.0 billion in 2007 to €1.0 billion in 2011.
Wholesale Trade also saw a decline in GVA of 19.7%
from its peak of €9.9 billion in 2007 to €7.9 billion in
2011. GVA in Retail Trade was at its highest in 2008
at €7.2 billion and subsequently fell by 14.1% to €6.2
billion in 2011. See Figures 6 and 8.

Figure 7 Index of growth in Turnover (base year 2000=100)
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Figure 8 Index of growth in Gross Value Added (base year 2000=100)
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Distribution — detailed sector

The Annual Services Inquiry allows a detailed sectoral
analysis of the Distribution sector (for detailed descrip-
tions of NACE 3-digit codes, see Table 3 in technical
notes).

Data for 2011 showed that Retail sale in non-special-
ised stores (G471) and Wholesale of food, beverages
and tobacco (G463) were the largest sectors in terms
of turnover, both sectors accounting for turnover of
just under €15.5 billion. Other specialised wholesale
(G467) and Wholesale of household goods (G464)
were the next largest 3-digit NACE divisions with turno-
ver of almost €13.9 billion and €13.7 billion respectively.
These four sectors together accounted for 56.8% of
total turnover in Distribution. Retail sale via stalls and
markets (G478) with turnover of €12.0 million and Sale,
maintenance and repair of motorcycles, parts and ac-
cessories (G454) with turnover of €19.5 million were
the smallest sectors in terms of turnover. See Figure 9.
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Productivity

As seen in Chapter 2 of Business in Ireland 2011, GVA
per person engaged can be used as a simple measure
of labour productivity.

Using this measure, Wholesale of information and
communication equipment (G465) was by far the most
productive Distribution sector in 2011 with GVA per
person engaged of €225,797. The next most produc-
tive sector was Wholesale of household goods (G464)
with GVA per person engaged of €108,797, followed by
Wholesale of food, beverages and tobacco (G463) with
GVA of €88,756 per person engaged.

In examining productivity in Distribution, the relative
size of the Wholesale and Retail sectors should be
taken into consideration. In 2011, Retail Trade con-
tributed the largest share of the Distribution sector
workforce (64.2%). Wholesale Trade accounted for the
highest share of GVA (52.3%) while accounting for just
27% of persons engaged. The relatively low levels of
apparent labour productivity recorded for Retail Trade
may, to some extent, be explained by a high incidence
of part-time employment. See Figure 10.

Figure 10 Gross value added per person
engaged by detailed sector, 2011
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B 29,736
I 60,749
| 11,627

| 32,947

J 23,565

| 23,857
| 40,566

! 21,280

I 19,856

| 30,642

B 50,016
| 39,546
! 60,571
! 67,712
| 225,797
! 108,797

| 88,756

| 64,380

| 43,466

B 35,046
! 21,089

| 35,221
} 22,507

| 44121

B 46541

0 120,000

240,000

Source: CSO Annual Services Inquiry

See Table 3 for full description of detailed sectors
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Profitability

Gross operating surplus is the balance available to an
enterprise which allows it to provide a return to share-
holders, to pay taxes and to finance all or part of its
investment. Gross operating surplus as a percentage
of turnover can be used as a measure of profitability.

As noted in Chapter 2 of this report the Distribution
sector recorded the lowest percentage among the
broad sectors in the total business economy. Gross
operating surplus in Distribution in 2011 was equal
to 5.9% of turnover. The average percentage in the
business economy was 15.5% of turnover in 2011.
Gross operating surplus as a percentage of turnover
for Wholesale Trade was 6.8% in 2011 while the figure
was 5.2% for Retail Trade and 2.8% for Motor Trade.

Looking at gross operating surplus as a percentage
of turnover for the detailed sectors within Distribution,
the sectors which had the highest productivity also re-
ported high profitability. Wholesale of information and
communication equipment (G465) had the highest
productivity in 2011 and also the highest profitability.
Wholesale of household goods (G464) had the second
highest productivity and also had above average profit-
ability for the sector. Some sectors such as Retail sale
via stalls and markets (G478) and Sale and repair of
motorcycles (G454) had high levels of profitability but
had negligible impact on the overall sector because of
their small size. See Figure 11.
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Figure 11 Gross operating surplus as a
percentage of turnover by detailed
sector, 2011

Retail trade _ 5.2
Retail not in stores | } 108
Stalls and markets ) 122
Other goods J% 8.7
Cultural and recreation goods Jﬁ 4.0
Other household equipment i 0.3
ICT equipment 4.0
Automotive fuel J_l 1.6
Food, beverages and tobacco J_l 3.8
Sale in non-specialised stores J_l 5.3
Wholesale trade | |INGGGG_zG_G_ s
Non-specialised _g g “
wholesale
Other specialised wholesale .I_I 22
Other machinery I ) 9.6
ICT equipment ) 12.6
Household goods J—l 8.0
Food, beverages and tobacco J—| 6.5
Agricultural raw materials JI_| 47
Fee or contract basis J11.2
Motor trades L 238
Motorcycle sales and repair l 103
Motor vehicle parts J_l 4.1
Motor vehicle maintenance J_| 53
Motor vehicles J_l 23
Distribution 5.9
% -1 6 13

Source: CSO Annual Services Inquiry

See Table 3 for full description of detailed sectors



Size class breakdown of enterprises in
Distribution

In 2011, small and medium enterprises® (SMEs) ac-
counted for 99.8% of the 43,000 active Distribution
enterprises. While large enterprises accounted for
just 0.2% of active enterprises in Distribution, they em-
ployed 27.0% of total persons engaged. Examining
SMEs in more detail reveals that micro enterprises,
with less than 10 persons engaged also accounted for
27.0% of employment. Small enterprises had a 29.3%
share of employment and medium enterprises had a
16.7% share giving SMEs a 73% share of persons en-
gaged®. See Figure 12.

Micro enterprises, which accounted for over 86% of all
active Distribution enterprises in 2011, accounted for
just 14.3% of total turnover. In contrast, large enter-
prises made up just 0.2% of all active enterprises but
had a 25.3% share of total turnover. See Figure 12.

Short-term indicators of business activity
in Distribution

The data that have been examined so far have been
sourced from Business Demography, National Accounts
and the annual structural business surveys. For a more
up-to-date indication of trends in the Distribution sector
itis possible to use data taken from a short-term survey.
The Retail Sales Index (RSI) is the official short-term
indicator of changes in the level of consumer spending
on retail goods, measuring the trend in the level of av-
erage weekly sales for each month. Wholesale Trade
is not covered by the RSI.

Retail Sales for Motor Trades (seasonally adjusted) in-
creased by almost 24% between 2005 and July 2007.
The value of sales then declined steadily, falling by over
61% by April 2009. The value of sales in Motor Trades
subsequently increased, slowly rising more than 12%

Figure 12 Percentage share of key
variables by size class, 2011

0.2 100%
1.4
2.0
27.0 25.3 80%
i 60%
R 27.2
40%
29.3
33.2 20%
s
Active Persons Turnover
Enterprises Engaged

Bl Micro (<10) | Medium (50-249)

L.l Small (10-49) || Large (250+)

Source: CSO Business Demography/Annual Services Inquiry

by June 2013. The sharp increase seen in July 2013
may be attributable to increased sales in that month
due to the introduction of the split year licencing ar-
rangements.

The value of sales for Retail Trade, excluding motor
trades and bars, was broadly higher in 2008 than in
2007, decreasing through 2009 and 2010 before sub-
sequently stabilising. The trends in the RSI for Retail
Trade and Motor Trade reiterate the patterns that were
observed in the Annual Services Inquiry turnover data
which was examined earlier in Figure 5. The indica-
tion from the RSI data is that little improvement can be
expected in the Annual Services turnover for these sec-
tors through 2012 and 2013. See Figure 13.

Figure 13 Retail Sales Value Index Seasonally Adjusted (Base 2005=100)
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Source: CSO Retail Sales Index
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2012 2012 2013 2013
Jan Jul Jan Jul

|_| Motor trades

8 SMEs: enterprises with less than 250 persons engaged; Large: enterprises with 250 or more persons engaged.

9 See technical notes for detailed size class.
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Enterprise births, survivals and deaths in
Distribution

The number of enterprise births in Distribution between
2006 and 2011 has remained relatively static but the
number of enterprise deaths in this period increased
steadily up to 2009 with a drop in the number of en-
terprise deaths in 2010. In 2006 enterprise births in
Distribution exceeded deaths by 515 but by 2010 the
situation had reversed and enterprise deaths exceeded
births by 969. See Figure 14.

Figure 14 Number of births and deaths of
enterprises in Distribution by year,
2006 to 2011
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Source: CSO Business Demography

The number of persons engaged in newly birthed Dis-
tribution enterprises was 2,923 in 2006. By 2011 the
number of persons engaged in newly birthed enterpris-
es had fallen slightly to 2,104. Over the same period,
employment losses as a result of enterprise deaths
rose from 3,098 in 2006 to 5,050 in 2010. See Figure
15.

Figure 15 Number of persons engaged in
enterprise births and enterprise
deaths in Distribution by year,

2006 to 2011
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L1 Births bd Deaths

Source: CSO Business Demography
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There were 2,553 new Distribution enterprises birthed
in 2006. Of these 90.2% survived one year in business;
83.2% survived 2 years in business; 76.8% survived 3
years in business; 65.4% survived 4 years in business
while 55.5%, or 1,418 of the original 2,553 had sur-
vived after 5 years in business. See Figure 16.

Figure 16 Number of enterprise survivals in
Distribution by year, 2006 to 2010
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2010 births

Source: CSO Business Demography

Conclusion

This article has shown how data from a wide range of
CSO surveys can be used to examine the size, struc-
ture and business operations of the Distribution sector
in Ireland. The article has shown the size, produc-
tivity and profitability of the Distribution sector and its
component parts and has shown how the sector has
performed over a number of years. While this article
has focused on the Distribution sector, a similar anal-
ysis could be applied to any other sector of the Irish
business economy.



Technical Notes

Coverage

Distributive trades are organised into three NACE di-
visions:

¢ Division 45 covers wholesaling and retailing of
motor vehicles and motorcycles, as well as their
repair;

¢ Division 46 covers all wholesale trade other than
wholesaling of motor vehicles and motorcycles;

+ Division 47 covers all retail trade other than retail-
ing of motor vehicles and motorcycles.

Wholesale trade is the resale of new and used goods
to retailers, to industrial, commercial, institutional or
professional users, or to other wholesalers. Equally, it
includes acting as an agent or broker in buying mer-
chandise for, or selling merchandise to, such persons
or enterprises.

Retailing is the resale of new and used goods mainly to
the general public for personal or household consump-
tion or use.

Gross Domestic Product (GDP) and Gross
National Product (GNP)

GDP measures the total output of the economy in a
period i.e. the value of work done by employees,
companies and self-employed persons. This work
generates income but not all of the income earned in
the economy remains the property of residents (and
residents may earn some income abroad). The total
income remaining with Irish residents is GNP and it dif-
fers from GDP by the net amount of income sent to or
received from abroad.

Employment size class

The main size classes used in this article for presenting
the results are:

¢ small and medium-sized enterprises (SMEs): with
1 to 249 persons engaged, further divided into;

micro enterprises: with less than 10 persons
engaged;

° small enterprises: with 10 to 49 persons
engaged;

medium-sized enterprises: with 50 to 249 per-
sons engaged,;

¢ large enterprises: with 250 or more persons
engaged.

NACE classification

In looking at detailed breakdowns of the Distribution
sector over time, a number of difficulties are encoun-
tered. First, the change in classification between NACE
Rev.1.1 and NACE Rev.2 means that it is not feasible
to produce a time series at the most detailed 4-digit
NACE level. Second, breakdowns at detailed 4-digit
NACE level are often unavailable because of confi-
dentiality or reliability issues. For these reasons 3-digit
NACE is the lowest level of NACE classification that
this article examined, with a particular focus on 2011.
The classification used for years 2008-2011 was NACE
Rev.2. Prior to 2008 NACE Rev.1.1 was the classifica-
tion used.

Table 1 NACE codes and descriptions for broad sectors

NACE REV.2 section NACE REV.2 division

Description

A 01-03
B-E 05-39
F 41-43
G 45-47
K 64-66
H-J,L.-M,R-S 49-63,68-82,90-96

O,P,Q,T,U 84-88,97-99

Agriculture, forestry and fishing
Industry

Construction

Distribution

Financial & Insurance
Services

Other sectors
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Table 2 NACE codes and descriptions for NACE sectors

NACE REV.2 section

NACE REV.2 division

Description

WV OTUV O ZZIrX«—~IT @ M mMm OoOwW>

—

01-03 Agriculture, forestry and fishing
05-09 Mining and quarrying
10-33 Manufacturing
35 Electricity, gas, steam and air-conditioning supply
Water Supply; sewerage, waste management and
36-39 - "
remediation activities
41-43 Construction
Wholesale and retail trade, repair of motor vehicles
45-47
and motorcycles
49-53 Transportation and storage
55-56 Accommodation and food services activities
58-63 Information and Communications
64-66 Financial and insurance activities
68 Real estate activities
69-75 Professional, scientific and technical activities
77-82 Administrative and support service activities
84 Public administration and defence; compulsory social
security
85 Education
86 Human health and social work activities
90-93 Arts, entertainment and recreation
94-96 Other service activities
Activities of households as employers; undifferentiated
97-98 goods and services production of private households
for own use
99 Activities of extra-territorial organisations and bodies

Table 3 NACE Rev.2 codes and descriptors

NACE Rev.2 Description

G45 Motor trades

G451 Sale of motor vehicles

G452 Maintenance and repair of motor vehicles

G453 Sale of motor vehicle parts and accessories

G454 Sale, maintenance and repair of motorcycles, parts and accessories
G46 Wholesale trade

G461 Wholesale on a fee or contract basis

G462 Wholesale of agricultural raw materials and live animals

G463 Wholesale of food, beverages and tobacco

G464 Wholesale of household goods

G465 Wholesale of information and communication equipment

G466 Wholesale of other machinery, equipment and supplies

G467 Other specialised wholesale

G469 Non-specialised wholesale trade

G47 Retail trade

G471 Retail sale in non-specialised stores

G472 Retail sale of food, beverages and tobacco in specialised stores
G473 Retail sale of automotive fuel in specialised stores

G474 Retail sale of information and communication equipment in specialised stores
G475 Retail sale of other household equipment in specialised stores
G476 Retail sale of cultural and recreation goods in specialised stores
G477 Retail sale of other goods in specialised stores

G478 Retail sale via stalls and markets

G479

Retail trade not in stores, stalls or markets
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Table A1.1 Data sources for Table 2.1

Appendix 1

Data sources

Industry Construction Distribution Services (ex. Fin) ALElE Sl L
Insurance Activities
Business_ CSO Central CSO Central CSO Central CSO Central CSO Central
Demography Business Register Business Register Business Register Business Register Business Register
Business Census of Building and Annual Services  Annual Services CSO/Central Bank
Operations Industrial Construction Inquiry (ASI) Inquiry (ASI) survey of credit
Production (CIP)  Inquiry (BCI) institutions (CRS1)

CSO Balance of
Payments surveys
of insurance
corporations
(BOP42/43)

Business Demography

The data for Business Demography are based on the
CSO Central Business Register. The Business Reg-
ister is a register of all enterprises that are active in
the State. There is no lower size limit, but for practi-
cal reasons, Business Demography data are based on
enterprises that are registered with the Revenue Com-
missioners. New businesses are identified by VAT,
Employer, Corporation Tax or Income Tax registrations.

Business Demography figures are based purely on ad-
ministrative data. This results in some differences with
survey-based Structural Business Statistics releases,
like the Census of Industrial Production (CIP), Building
& Construction Inquiry (BCI), and Annual Services In-

quiry (ASI).

a) Administrative data sources allow better coverage
of small enterprises.

b) Administrative data counts active Revenue reg-
istrations as active enterprises. This generally
corresponds with the definition of an enterprise in
survey areas, but there can be some differences,
especially in enterprise groups.

c) Business Demography compiles employment
data based on P35 employer returns, while other
Structural Business Statistics releases measure
employment based on survey returns. This is par-
ticularly significant for enterprise groups, where
the whole group may make one P35 return, which
results in all its employees being counted against
the overall enterprise group NACE code. Survey
based releases may divide this employment across

different enterprises, and therefore different NACE
codes.

Census of Industrial Production (CIP)

Census of Industrial Production (CIP)

The Census of Industrial Production (CIP) covers all
enterprises which have three or more persons engaged
and which are wholly or principally involved in industri-
al production. This survey is carried out on an annual
basis. Administrative data are used for some micro
enterprises which are not surveyed as well as non-re-
spondents across all case sizes.

The scope of the Census extends to NACE Rev. 2
sections B, C, D and E, namely:

Section B:  Mining & Quarrying

Section C: Manufacturing

Section D: Electricity, Gas, Steam & Air
Conditioning Supply

Section E:  Water Supply; Sewerage, Waste

Management & Remediation Activities

Building & Construction Inquiry (BCl)

The Building & Construction Inquiry (BCI) was intro-
duced in 2009 for reference year 2008 onwards and
replaced the Census of Building and Construction
(CBC). The CBC covered all private firms with 20 or
more persons engaged whose main activity was build-
ing, construction or civil engineering (ie Section F of
NACE Rev.2). The BCI extended this coverage to also
include a sample of private firms with less than 20 per-
sons engaged.
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The Business Register is used as the sampling frame
for the BCI from which grossed estimates are produced.

Annual Services Inquiry (ASI)

The Annual Services Inquiry has been conducted as an
annual survey of both distributive and non-distributive
services since 1991. All enterprises with one or more
persons engaged are included. Units with one person
engaged are not surveyed; the data for those are im-
puted directly from administrative sources.

The survey covers all enterprises in the Retail, Whole-
sale, Transport & Storage, Accommodation & Food,
Information & Communication, Real Estate, Profes-
sional, Scientific & Technical Activities, Administrative
& Support Activities and Other Selected Services sec-
tors (NACE Rev.2 sectors G, H, |, J, L, M, N, R and
S). Enterprises that traded for at least 6 months in the
reference year are included in the survey.

Since 1995 the CSO’s Central Business Register
provides the sampling frame, from which the Annual
Services Inquiry sample is selected each year. The ASI
is designed to provide grossed estimates of the princi-
pal trading aggregates for all enterprises in the relevant
sectors.

Surveys of Credit Institutions and
Insurance Corporations

Accounting data on credit institutions was taken from
the joint CSO/Central Bank survey of credit institutions
(CRS1). Accounting data on insurance corporations
was taken from CSO Balance of Payments (BOP) sur-
veys of insurance corporations (BOP42 and BOP43).
These are quarterly surveys that form part of the wider
data collection in the area of BOP. The credit institutions
data are collected by the Central Bank and supplied to
the CSO for statistical compilation purposes. The in-
surance data are collected by the CSO directly.

There are differences in the coverage of the Business
Operations data (credit institutions and insurance
companies) and the Business Demography data (all
financial companies on the CSO Business Register
excluding financial holding companies) in Table 2.1
for the Financial & Insurance Activities sector — NACE
Section K (excluding K642). The main Financial sec-
tors excluded from the Business Operations analysis
are Other Financial Service Activities except Insurance
& Pension Funding (K649) and Activities Auxiliary to
Financial Services & Insurance Activities (K66).
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Active enterprises

The population of active enterprises contains all en-
terprises that were active at some point during the
reference year. Enterprises are counted as active if
they satisfy at least one of the conditions below:

Pay VAT
Have employees

¢
.
¢ File a Corporation Tax return
.

File an Income Tax return with turnover of over
€50,000

Enterprise Births

An enterprise birth amounts to the creation of a combi-
nation of production factors with the restriction that no
other enterprises are involved in the event. Births do
not include entries into the population due to mergers,
break-ups, split-off or restructuring of a set of enterpris-
es. It does not include entries into a sub-population
resulting only from a change of activity.

A birth occurs when an enterprise starts up and begins
trading. An enterprise creation can be considered an
enterprise birth if new production factors, in particular
new jobs, are created. If a dormant unit is reactivated
within two years, this event is not considered a birth.

The population of enterprise births in 2011 contains all
enterprises that started at some stage during the year
2011.

Enterprise Deaths

An enterprise death amounts to the dissolution of a
combination of production factors with the restriction
that no other enterprises are involved in the event.
Deaths do not include exits from the population due to
mergers, takeovers, break-ups or restructuring of a set
of enterprises. It does not include exits from a sub-pop-
ulation resulting only from a change of activity.

Preliminary enterprise deaths are those enterprises
that are active during the reference year but not in the
following year. Final enterprise deaths are those enter-
prises that are active during the reference year but not
in either of the next two subsequent years.

The population of enterprise deaths in 2010 contains all
enterprises that ceased at some point during the year
2010.

Persons engaged

Persons engaged include employees, proprietors and
family members.

Appendix 2

Definitions

Employees are persons who are paid a fixed wage or
salary. Persons at work or temporarily absent because
of illness, holidays, strike etc are included. Persons
working on a labour-only subcontract basis are exclud-
ed with the exception of Irish Construction data.

Proprietors and family members; included here are
those proprietors, partners etc and members of their
families who work regularly in the firm and are not paid
a definite wage or salary.

Turnover

Turnover comprises the totals invoiced by the enter-
prise during the reference period and this corresponds
to market sales of goods or services supplied to third
parties. The sale of goods includes the goods pro-
duced by the enterprise as well as the merchandise
purchased by a retailer or land and other property held
for resale (if land and other property were initially pur-
chased for investment purposes they should not be
included in turnover). The rendering of services typ-
ically involves the performance by the enterprise of
a contractually agreed task over an agreed period of
time. The revenue of long-term contracts (eg building
contracts) should be recognised by reference to the
stage of completion of the contract and not the finished
contract method. Goods produced for own consump-
tion or investment should be excluded from turnover.

Turnover includes all duties and taxes on the goods
or services invoiced by the unit with the exception of
the value added type taxes (VAT). VAT are collected
in stages by the enterprise and fully borne by the final
purchaser.

Turnover also includes all other charges (transport,
packaging, etc) passed on to the customer, even if
these charges are listed separately in the invoice. Re-
duction in prices, rebates and discounts as well as the
value of returned packaging must be deducted.

Income classified as other operating income, finan-
cial income and extra-ordinary income in company
accounts according to the 4th Accounting Directive
(78/660/ EEC) and revenue from the use by others of
enterprise assets yielding interest, royalties and div-
idends and other income according to IAS/IFRS! is
excluded from turnover. Operating subsidies received
from public authorities or the institutions of the Europe-
an Union are also excluded.

For the statistics on activities of insurance companies,
turnover is taken to equal ‘Gross premiums written’.

7lnternationalAccounting Standard (IAS) and International Financial Reporting Standard (IFRS).
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Production Value

Production value measures the amount actually pro-
duced by the unit, based on sales, including changes in
stocks and the resale of goods and services.

Production value is defined as turnover or revenue
from sales of goods and rendering of services, plus
or minus the changes in stocks of finished products,
work in progress and goods and services purchased
for resale, minus the purchases of goods and services
for resale (only for the goods and services sold during
the reporting period and excluding the costs of storage
and transport of the goods purchased for resale), plus
capitalised production, plus other (operating and ex-
tra-ordinary) income (excluding subsidies). Income and
expenditure classified as financial or as revenue in the
form of interests and dividends in company accounts is
excluded from production value. Included in purchases
of goods and services for resale are the purchases of
services purchased in order to be rendered to third par-
ties in the same condition.

Capitalised production includes the own-account pro-
duction of all goods that are retained by their producers
as investment. The latter includes the production of
fixed tangible assets (buildings, etc) as well as intangi-
ble assets (development of software, etc). Capitalised
production is unsold production and is valued at pro-
duction cost. Note that these capital goods are also to
be included in investment.

Other (operating and extra-ordinary) income is a com-
pany accounting heading. The contents of this heading
may vary between sectors and over time and as such
cannot be defined precisely for statistical purposes.

For the statistics on activities of insurance companies,
production value is defined as gross premiums earned,
plus total portfolio investment income, plus other ser-
vices produced, minus gross claims incurred, excluding
claims management expenses, plus capital gains and
provisions.

For the statistics on credit institutions, production value
is defined as interest receivable and similar income,
less interest payable and similar charges, plus commis-
sions’ receivable, plus income from shares and other
variable-yield securities, plus net profit or net loss on
financial operations, plus other operating income.
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Table A2.1 Calculating production value using
2011 data for Industry

€m

Variable

1 Total Turnover 112,300

2 Purchases - Goods for resale without further 7300
processing ’

3 Capital assets manufactured by enterprise for own 856
use

4 Stock changes during year - Finished goods and 108
work in progress

5 Stock changes during year - Goods for resale 14
without further processing .
Production value =(1-2+3 + 4 + 5) 105,950

Total purchases of goods and services

Purchases of goods and services include the value of
all goods and services purchased during the account-
ing period for resale or consumption in the production
process, excluding capital goods, the consumption of
which is registered as consumption of fixed capital. The
goods and services concerned may be either resold
with or without further transformation, completely used
up in the production process or retained as stock.

Included in these purchases are the materials that
enter directly into the goods produced (raw materials,
intermediary products, components), plus non-capital-
ised small tools and equipment. Also included are the
value of ancillary materials (lubricants, water, packag-
ing, maintenance and repair materials, office materials)
as well as energy products. Included in this variable
are the purchases of materials made for the production
of capital goods by the unit.

Services paid for during the reference period are also
included regardless of whether they are industrial or
non-industrial. In this figure are payments for all work
carried out by third parties on behalf of the unit includ-
ing current repairs and maintenance, installation work
and technical studies. Amounts paid for the installation
of capital goods and the value of capitalised goods are
excluded.

Also included are payments made for non-industrial
services such as legal and accountancy fees, patents
and licence fees (where they are not capitalised), in-
surance premiums, costs of meetings of shareholders
and governing bodies, contributions to business and
professional associations, postal, telephone, electronic
communication, telegraph and fax charges, transport
services for goods and personnel, advertising costs,
commissions (where they are not included in wages
and salaries), rents, bank charges (excluding interest
payments) and all other business services provid-
ed by third parties. Included are services which are
transformed and capitalised by the unit as capitalised
production.



Expenditure classified as financial expenditure or as
revenue in the form or interests and dividends is ex-
cluded from the total purchases of goods and services.

Purchases of goods and services are valued at the pur-
chase price, i.e. the price the purchaser actually pays
for the products, including any taxes less subsidies on
the products bought excluding however value added
type taxes

All other taxes and duties on the products are therefore
not deducted from the valuation of the purchases of
goods and services. The treatment of taxes on produc-
tion is not relevant in the valuation of these purchases.

Purchases of goods and services
purchased for resale in the same
condition as received

Purchases for resale are purchases of goods for resale
to third parties without further processing. It also in-
cludes purchases of services by “invoicing” service
companies, i.e. those whose turnover is composed
not only of agency fees charged on a service trans-
action (as in the case of estate agents) but also the
actual amount involved in the service transaction, e.g.
transport purchases by travel agents. The value of
goods and services which are sold to third parties on
a commission basis are excluded since these goods
are neither bought nor sold by the agent receiving the
commission.

When services for resale are referred to here, the ser-
vices concerned are the output from service activities,
rights to use predetermined services, or physical sup-
ports for services. Purchases of goods and services
purchased for resale in the same condition as received
are valued at the purchase price excluding deductible
VAT and other deductible taxes linked directly to turn-
over. All other taxes and duties on the products are
therefore not deducted from the valuation of the pur-
chases of goods and services.

The treatment of taxes on production is not relevant in
the valuation of these purchases.

Gross value added (GVA) at factor cost

GVA at factor cost is the gross income from operating
activities after adjusting for operating subsidies and in-
direct taxes.

It can be calculated from turnover, plus capitalised
production, plus other operating income (including op-
erating subsidies), plus or minus the changes in stocks,
minus the purchases of goods and services, minus
other taxes on products which are linked to turnover
but not deductible, minus the duties and taxes linked
to production. The duties and taxes linked to produc-
tion are compulsory, unrequited payments, in cash or
in kind which are levied by general government, or by
the Institutions of the European Union, in respect of the
production and importation of goods and services, the
employment of labour, the ownership or use of land,
buildings or other assets used in production irrespec-

tive of the quantity or the value of goods and services
produced or sold. Alternatively it can be calculated from
gross operating surplus by adding personnel costs.

Income and expenditure classified as financial in
company accounts according to the 4th Accounting Di-
rective (78/660/ EEC) is excluded from value added.
Income and expenditure classified as interest income,
dividend income, foreign exchange gain from foreign
currency borrowings related to interest costs, gains on
redemption and extinguishment of debt or finance costs
according to Commission Regulation (EC) 1725/2003
are excluded from value added.

Value added at factor cost is calculated ‘gross’ as value
adjustments (such as depreciation and impairment
losses) are not subtracted.

For the statistics on insurance companies, value added
at factor cost is defined as production value, minus
gross value of reinsurance services received, minus
commissions, minus other external expenditure on
goods and services.

For the statistics on credit institutions, value added at
factor cost is defined as production value less total pur-
chases of goods and services.

Table A2.2 Calculating value added at factor
cost using 2011 data for Industry

€m
Variable
1 Total Turnover 112,300
2 Total Purchases 75,008
3 Capital assets manufactured by enterprise for own
856
use
4 Total Stock changes during year 94
5 Indirect taxes (excluding VAT) - Excise duty and 1319
other indirect taxes ’
6 Operating subsidies 34
Value added at factor cost =
36,957

(1-2+3+4-5+6)

Personnel costs

Personnel costs are defined as the total remunera-
tion, in cash or in kind, payable by an employer to an
employee (regular and temporary employees as well
as home workers) in return for work done by the latter
during the reference period.

Personnel costs also include taxes and employees’
social security contributions retained by the unit as well
as the employer’s compulsory and voluntary social con-
tributions.

Personnel costs are made up of:

¢ wages and salaries
¢ employers’ social security costs
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All remuneration paid during the reference period is in-
cluded, regardless of whether it is paid on the basis
of working time, output or piecework, and whether it is
paid regularly or not. Included are all gratuities, work-
place and performance bonuses, ex gratia payments,
thirteenth month pay (and similar fixed bonuses), as
well as taxes, social security contributions and other
amounts owed by the employees and retained at
source by the employers.

Also included are the social security costs for the
employer. These include employer’s social security
contributions to schemes for retirement pensions, sick-
ness, maternity, disability, unemployment, occupational
accidents and diseases, family allowances as well as
other schemes. These costs are included regardless
of whether they are statutory, collectively agreed, con-
tractual or voluntary in nature.

Table A2.3 Calculating personnel costs using
2011 data for Industry

€m

Variable
1 Personnel Costs - Wages and salaries 7,812
2 Personnel Costs - Other labour costs 1,656
Total personnel costs = (1 + 2) 9,468

Gross operating surplus (GOS)

Gross operating surplus is the surplus generated by op-
erating activities after the labour factor input has been
recompensed.

It can be calculated from the value added at factor cost
less the personnel costs. It is the balance available to
the unit which allows it to recompense the providers
of own funds and debt, to pay taxes and eventually to
finance all or a part of its investment.

Table A2.4 Calculating gross operating surplus
using 2011 data for Industry

€m

Variable
1 Value added at factor cost (from above) 36,957
2 Total personnel costs (from above) 9,468
Gross operating surplus = (1 - 2) 27,489
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Appendix 3

Classifications

NACE Rev. 2 Classification

NACE Rev. 2 is the statistical classification of economic activities. NACE is an acronym for ‘Nomenclature
Généraile des Activités Economiques dans les Communautés Européenes’ (General Industrial Classification of
Economic Activities within the European Communities).

Broad Structure of NACE Rev. 2

Section A Agriculture, forestry and fishing

Section B Mining and quarrying

Section C Manufacturing

Section D Electricity, gas, steam and air conditioning supply

Section E  Water supply; sewerage, waste management and remediation activities
Section F  Construction

Section G Wholesale and retail trade; repair of motor vehicles and motorcycles

G45 Wholesale and retail trade and repair of motor vehicles and motorcycles
G46 Wholesale trade, except of motor vehicles and motorcycles
G47 Retail trade, except of motor vehicles and motorcycles

Section H Transportation and storage
Section | Accommodation and food service activities
Section J Information and communication

Section K Financial and insurance activities

K64 Financial service activities except insurance and pension funding
K65 Insurance, reinsurance and pension funding
K66 Activities auxiliary to financial services and insurance activity

Section L Real estate activities

Section M Professional, scientific and technical activities

Section N Administrative and support service activities

Section O Public administration and defence; compulsory social security
Section P Education

Section Q Human health and social work activities

Section R Arts, entertainment and recreation

Section S Other service activities

Section T Activities of households as employers; undifferentiated goods and services-producing activities of
households for own use

Section U Activities of extraterritorial organisations and bodies
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Appendix 3

The information presented in this report covers the industry, construction, distributive trade, services and financial
& insurance services sectors. The following highlights the composition of these sectors in this report:

Industry

Construction

Distributive Trade

Services

Section B - Mining and quarrying
Section C - Manufacturing
Section D - Electricity, gas, steam and air conditioning supply

Section E - Water supply; sewerage, waste management and remediation
activities

Section F - Construction

Section G - Wholesale and retail trade; repair of motor vehicles and
motorcycles

Section H - Transportation and storage

Section | - Accommodation and food service activities
Section J - Information and communication

Section L - Real estate activities

Section M - Professional, scientific and technical activities
Section N - Administrative and support service activities
Section R - Arts, entertainment and recreation®

Section S - Other service activities”

Financial and insurance activities Section K - Financial and insurance activities**

* The Business Operations data includes the productive sectors of NACE Sections R and S (R92, R93, S95 and
S96). These are excluded from the Business Demography tables.

** The Business Operations data covers credit institutions and insurance corporations. The Business Demography
data includes all of NACE Section K except K6420 (financial holding companies).
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Table A3.1 Employment size classification

Employment Size Class Description

Small and medium

enterprises (SMEs) Less than 250 persons engaged

Micro Less than 10 persons engaged

Small Between 10 and 49 persons engaged
Medium Between 50 and 249 persons engaged
Large Greater than 249 persons engaged




Appendix 4

StatBank - CSO main data dissemination service

Data in this publication can be accessed by opening the “Databases” tab on the Homepage of the CSO website
(www.cso.ie) and selecting StatBank (CSO Main Data Dissemination Service).

1. Business Demography

Business Sectors/Multisectoral/Business Demography

byt U | Mewd | Lmks | Condact Un| Gaailga

= - T

Homa | Statmbcl | Datsboses | Redeases and Publications | Census | Suréeys and Methodology | Slodents Cormas
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Download .px fila
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< sty Archived Tables

2.Census of Industrial Production (CIP)

Business Sectors/Industry/Census of Industrial Production/ Enterprises - Industrial

About Uy | Mews | Links | Contact Us| Gaalige
s —

Home Statieicy | Databases | Reloasss snd Publications | Coensus = Surveys and Mathodology | Shudents Comer

You @e hare o Home [ ST reflgn | Enderpnaes indusinal
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-Loﬂl Limits - ALA1S Industrial !ntrrprlu-:- by Persons Engaged, Year and STatestic /(sorr pa07) - Madies TR AR L ]
raussnal Download g file
-La-c —_ ALA1E Industrial Enterprises by Year, Statatic and Tumover per Enterpriss 150
m Download px file ut
AlALZ Industrial Ertwpr-m by Yeor, Statistic and [ndustry Sector (s 2000 - sehief (N
- w5 - Download .px file (das 4
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3.Building and Construction Inquiry (BCl)

Business Sectors/Construction/Enterprise Statistics on Construction
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4. Annual Services Inquiry (ASI)

Business Sectors/Services/Enterprise Statistics on Distribution and Services
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5. Financial sector

Business Sectors/Services/Enterprise Statistics on Financial Sector.
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