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The purpose of this note is to raise a number of issues regarding business statistics in Scotland. In particular it covers:

a)
What definition of enterprise is being used.

b)
What is the definition of a Scottish-owned enterprise: and is this definition fit for purpose.

c)
A number of assorted questions / observations.

The Scottish publications referred to are: (i) A website page: Businesses in Scotland – Methodology, (ii) Businesses in Scotland, (iii) Scottish Annual Business Statistics, and (iv) Government Economic Strategy Growth Sector Statistics.

a)
Definition of Enterprise
There are potentially three different definitions of enterprise.

(i) In the web page, the sole definition for enterprise is as follows: “ an enterprise is the term used to refer to a business. A business site (or local unit) refers to each individual shop, factory, restaurant etc that is part of an enterprise e.g. A large supermarket chain is considered to be one ‘enterprise’. Each individual store that forms part of this supermarket chain is known as a ‘business site’”.

There is no other definition given in the publication.

(ii) However, much of the data used in business publications in Scotland depends on the Inter-Departmental Business Register run by ONS. According to the IDBR “A group of legal units under common ownership is called an Enterprise Group. An Enterprise can be defined as the smallest combination of legal units (generally based on VAT and/or PAYE records) that is an organisational unit producing goods or services, which benefits from a certain degree of autonomy in decision-making, especially for the allocation of its current resources. An enterprise carries out one or more activities at one or more locations. An enterprise may be a sole legal unit.”

(iii) In the Scottish Annual Business Statistics, the following statement effectively defines what is meant by an enterprise: “The business unit to which ABS questionnaires are sent is called the reporting unit. For ABS, the reporting unit represents an enterprise, which may consist of one or more sub-units (called local units). For example, an enterprise might be the head office for a group of shops. An enterprise may therefore have local units at different locations, and may carry out more than one type of economic activity.” ONS, Glossary of Terms.

What are the relations between these different definitions?. To give a hypothetical example, is a large UK supermarket chain operating in Scotland, with more than one hub registered in Scotland VAT or PAYE, treated as part of a single UK enterprise, (as the definition on the website might suggest): or as several Scottish enterprises, (as the IDBR definition would suggest): and how does this relate to the ABS treatment? 

b)
Scottish-owned business

In this case there appear to be two possible definitions. 

(i) Businesses in Scotland uses the following wording, “As at March 2014, registered private sector enterprises with ultimate ownership outside Scotland (RUK or Abroad owned) represented 3.0% of enterprises, accounting for 34.4% of employment and 57.1% of turnover. Within large firms (250+ employees) they represented 81.5% of enterprises, accounting for 62.5% of employment and 77.0% of turnover.”

Since 3% of businesses have ultimate ownership outside Scotland, this implies that 97% have ultimate ownership inside Scotland. 

(ii) Table 1.13 in Growth Sector Statistics gives information on the proportion of employment in what are described as “Scottish owned registered enterprises”. According to the table, in 2014, 65.6% of employment in growth sector businesses is in Scottish owned registered enterprises, with 68.2% of employment in financial and business services in Scottish owned registered businesses. The data is from the Inter Departmental Business Register. 

According to Scottish Government statisticians, (email),  “For Table 1.13, an enterprise is classified as Scottish “owned” if the enterprise’s registered office address is in Scotland – and so, under this classification, Royal Bank of Scotland (for example) would be considered as Scottish owned as the company is registered in Scotland.” 

This raises a number of questions.

1. Are the two definitions the same?

2. In definition (ii), what concept of registration is being used: registration for PAYE/VAT or registration at Companies House?

3. Is the user getting what he/she thinks they are getting? If companies like RBS and HBOS are classified as being Scottish owned in terms of the above, how useful is this, and might it be potentially very misleading for policy purposes. 

4. Is it conceptually or practically possible to arrive at a feasible definition of what is meant by a Scottish owned business? And are different definitions perhaps required for different purposes?

c)
Assorted Issues
(i) Table C in Businesses in Scotland gives information on the number of enterprises by sector and by size band. Does this size band refer to the size band the enterprise is in at the UK level? If so it would be helpful if this was stated in the footnotes to the table.

(ii) For Scottish Annual Business Statistics, there is an issue of timing. The tables are released in August each year and cover the period up to 20 months before release. Scotland depends on the UK survey, and ONS results are only out in June/July. Revised 2012 data will only be available in August 2015.

Northern Ireland has carried out its own survey for many years and has its results out within 11 months. 

(iii) Again in SABS, there is an issue of coverage: the publication does not cover one of the important growth sectors, namely the financial sector, as well as “parts of agriculture and the public sector”. First, it is unclear whether the words “parts of” covers the public sector, or whether the whole of the public sector is excluded. It would be useful to at least fill the gap for the financial sector. 

(iv) In most business publications, there is an issue about the choice of size band when data is presented by size of registered enterprise. The groupings used reflect EU data bands: (up to 49 employees, 50 to 249, and over 250). These bandings are unhelpful in a Scottish decision making context where over 97% of registered enterprises have less than 50 employees.

It would be useful to have clarification on the above points and a discussion of associated issues. The context of this discussion should be how far the statistics meet their stated aim:  “to provide insight into the characteristics of Scotland’s business stock, and how Scotland’s business stock has changed over time.  The data are used to inform decision making and performance monitoring – both inside and outside government.” (Scottish Government website page on Businesses in Scotland methodology).

Note

The home of this document is the Cuthbert website www.jamcuthbert.co.uk  
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