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LCU Scope

» Large multinationals have huge impact on CSO data
» Consistent data essential for National Accounts

» Single unit set up responsible for all data for these
companies

» Service and production companies only (financials

excluded)
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LCU Companies

» Multinational sectors
Pharmaceuticals
Chemicals
Food and Drink
Medical Devices
Software

» Numbers
~ 70 Local Units
~ 50 Enterprises
~ 40 company groups
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LCU Data by Value
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LCU ODbjectives

» Build good relationships with companies
» Reduce burden on respondents

» Improve data quality and consistency

» Streamline data processing and analysis
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LCU Operations

» Staff : 4 full time, 2 part time

2 Statisticians
2.5 Clerical
0.5 Accountant

» ~ 1,500 surveys p.a.

» Data collection, editing and transmission
» Consistency analysis

» Company visits

» IT Development
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LCU Survey Areas

» Monthly
Monthly production inquiry
Monthly services inquiry
Wholesale price inquiry
(Merchandise trade)

b Quarterly
Balance of payments
Quarterly account inquiry
(Earnings hours and employment costs)

» Annual
Census of industrial production
Annual services inquiry
PRODCOM
SERVCOM

» Other

Business enterprise R&D
Community innovation survey
(Business energy use)
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Combined Forms

» 1 Monthly, 1 Quarterly, 1 Annual

» Data review of all forms
|dentify duplication
|dentify alternative data sources

» Design of individual forms
Data requirements
Technical aspects
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ldentification of Production abroad

AN FONomn-virnyg saiarimn

zi? Central Statistics Office

LCU Monthly Inquiry

Bafore you begin, you will need...

Your CS0O reference number and company type @

Please note all values must be reported in thousands

Enter your CS0 reference number:

Company Type @

Company Name

Manth to which figuras relate
Period Covered

Please specify cumency used in this refurn

Tumover {excluding VAT) in this period @

Central Statistics Office, Ireland
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About this Survey

& Data Confidentiality

Y} CSO Contact Details

Production O Sarvices O

Company Mame
Select Month '| [ vear '|

From DJI MJIY J
To DJ{MJ{YJ

Currency _vI

000's

LCU M

I_ 1

Merchanting

memhaﬂﬁng Sales @

000's

wemhaﬂﬁng Costs @ 000

Production

/ - .
Value of Goods Produced in Ireland k
Value of Goods Produced Abroad @ y

Please explain any significant differences between data for the current month and previous months

How many minutes did it take to collect the data for this return

Declaration
Return completed by :

Name :




ldentification of Production abroad

LCU Q

PROFIT & LOSS

Section A PROFIT & LOSS DATA OF THE IRISH UNIT

1. Income - sale of goods

t purchasers)

Processing |adjustments
Merchanting [ services =
. ther income
Royalties
2. Expenditifge ale ~ = 0tz i

3. Net Interest recej
4, Profit of the Irish

6. Profit after tax o Opening Value Transactions  Revaluations Closing Value

1. Assets 0 0 0 0 Check

A-Equity Investments - - = -
A-Stocks & Fixed Assets - - = -

A-Trade Receivables - - = -
A-Other Assets - - = -

Total Assets| - - - -

2. Liabilities

L-Trade Payables - - -
L-Other Liabilities
L-Shareholder Funds
Total Liabilities = =

ALRISERSIARTH g Staidrimh
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Check : Total Assets - Total Liabilities" 0 0 0
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ldentification of Production abroad

LCU A

Turnover

Turnover from sale of produced goods ,000 State subsidies received ,000
Turnover from sale of services ,000 EU subsidies received ,000
Goods resold without further processing ,000 Total Subsidi 0| ,000
Other income ,000
Total ,000
Expenditure dire e
Purchase of materials ,000 Excise duty paid on goods produced ,000
: % of which purchased from dffiliates % Other indirect taxes paid ,000
Purchase of goods resold without further processing ,000 Total I
A A -
Royalties ,000 ud U D Ldpitc
Fuel and power purchased ,000 Land (not built on) ,000
N ital dit! i tal protecti ,000 .. _—
e Purchase of existing buildings or structures ,000
| S
Construction or alteration of buildings 000
Water charges ,000 f g !
Refuse charges ,000 Profit before cor Tr ansport equipment ,000
Hire and operational leasing of machinery ,000 Computer and office equipment ,000
[avcslandbaloges JELD =k Radio, TV and communication equipment ,000
Payments to employment agencies ,000 (Turnover + Subsidies - Expenditure - . .
) Plant and equipment for pollution control ,000
Freight charges ,000
i S 000 Plant and equipment for clean technologies ,000
Total ,000 Other tangible assets ,000
Capitalised Research and Development (R&D) ,000
Computer software ,000
Copyright, patents and licenses for Intellectual Property ,000
Other intangible assets ,000
Total Additions o| ,000
: of which manufactured by enterprise by its own workforce ,000
Disposals of Capital Assets
Total Receipts from Disposals|:| ,000
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Consistency Checking — identification

of Issues — production abroad
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Sum of LCUQ_MerchTransimportAdjust 200

Sum of Trade Export

Sum of LCUQ_MerchTransExportAdjust
QUM of NetTrade Export

Sum of LCU_M_Turnover 1,180
Sum of LCU_M_RepProd 1,124
Sum of LCUQ_GoodsSold 1,115
Sum of LCUQ_PriceAdjust 0
Sum of LCUQ_IncomeGoods 1,115
Sum of LCUQ_ServiceSold 140
Sum of LCUQ_Otherlncome 0
Siaame Sl @iy =

Sum of LCUQ_COGS 358
Sum of LCUQ_ServicePurchased 378
Sum of LCUQ_LabourCost 17
Sum of LCUQ_Deprec 20
Sum of LCUQ_OtherCosts 0
sum of LCUQ_CostsTot 772
Sumo JQ _Interes 0
Sum of LCUQ_Tax 58
Sum of LCUQ_ProfitIEPostTax 425
Sum of LCUQ_ConsolProfit 425

Sum of LCUQ RovyaltyCosts 144



Contract Manufacturing
Implications for providers of data

= Led to reexamination of cases of merchanting with providers
m Greater clarity following the new standards

» What is contract manufacturing

» What is merchanting
m Surveys are completed in line with our instructions

= Companies do not really understand what data we are looking for
or why we are looking it — need for outreach
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Contract Manufacturing

Implications for Users of our data

® Frameworks or models used to understand our
macroeconomic data can be significantly

Impacted
» Ratios of Output to value added
» Ratios of Exports to GDP

= Implied results can be misleading — focus on
monthly trade or monthly production as leading
Indicators

m Substantial re evaluation required’
At
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Misunderstanding/Understanding
e Department of Finance has

"The GDP numbers, this very strong growth that is ; 1
projected for this year of 4.7pc, has to be taken with pTO] ected gI'OWFh this ye.ar of
more than the usual pinch of salt in terms of 4 7pC, but the Flscal AdVlSOI'y
indicating as to where the economy is going," said . . .
Council chairman John McHale. Council has said gross domestic
The Fiscal Advisory Council said it wasn't known : :
which companies are doing this because data pI'OdllCt 1n the flI'St half Of the
provoided to the Central Statistics Ofﬁce is year was inflated by so-called
confidential. It also speculated that it was "one or a .
few" and that it was most likely in the high-tech contract maHUfaCturlng
sector. involving possibly just a handful
Net exports expanded by of companies.

104% Over the Same penOd, A key factor making the measurement of economic welfare more

complicated is globalisation. As shown in the graph, imports have

although th|S f|gure |S I|ke|y risen as a share of final demand in EU economies such as the

Netherlands and Germany, as well as in Ireland. Increasingly

overstated by the practices Of i o o o remien. makna aceotning for e
mu Itl n atl on al com pan IES Over the last few yearsbaezﬁl;lncl;zrrlii g;\fvhgglne?;)?rllir?gff:\lte-
SU I’I‘OU nd | ng CO ntl‘aCt made Irish economic statistics less easy to interpret
central statistcs ofiice, reasilNUfacturin g. 16
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Contract Manufacturing

Thee Kational Accounts and Balance of Payments present data on exparts and Imparts of goods and services.
Thess seres Include adusimants to the primany data sowrced from the Intemational Trade monihly series of
Imparis and exports of goods. The reasons for these adjustments wsually relate o the recognition of a change
In economic ownership taking piace far the following reasons

Coniract manufacturing (also called goods for procasging) - where a change In ownership ccewrs 3 a
different point in time companed to the iming of a cross border movement of gooss.

Marchaniing - bo mclude ihe transackions related o merchanting' because they are not already Incuded In the
Intemational trade |.e. thesa fransactions do nod cross the border of the insh merchant.

Concaptual adjustments — are related to valualion of goods. In some cases exporis are undervalued. In
5Uch cages siatistical Interventions are required fo balance the Impact of these transacdions across all prmary
Blatistics.

The purpase of this note | bo Sddress e lssue of eonfract marufaciuring and ihe Impact It Is currently having
on the Natianal Accounts results. There has been considerabia comment and analysls In the print medla and
‘elsewhare atiribuiing undus significance to condract manufacturing In explaining the Improved economic rsuls
reported for the Irish economy In the quarters of 2014,

Contract manufachuring accurs where 3 company In ireland engages a company abroad io manufacture products
on s behal (and vice versa). These products could be efher new products or products formeny produced by
the Irish enfly. Crnuclally the Inputs used In this pracess reman In the canership of the Irish entity
and a change of ecoromic ownership ks not deemed to ooour during this subcontracting process. Instead the
Tareign confract manufachurer supplles 3 manuTacturing service to the Insh entty and never takes ownership of
the product being produced.

O the produciian cyde ks complebed for this product, It is then sald to 3 customer abroad and 3 change of
economic ownership 1akes place between Ireland and the couniry of the buyer. The expaort of this goosd Is then
recorded in the Insh Malional Accounts and Balance of Payments. The value added that accrues to ireland firom
this production and ulimate saie of @ product Is the sale price of the good produced less ihe Tolkoaing costs
associated with production:

+  Import of manutachring senvices

+  Supply of matedal inputs used In producdon
+  import of royalties far uge of the patents
+  imporis of other services IncL transport

! S 2T Mlarris] of Chiangas bbwisen E304 7005 asd ES4 3000 htp Hesa idshanurl asgeriad

Figure 1 below llusirates the significance of the key elements In this production process and the ulimate Gross

alue Afided (GWA) generated In Ireiand by companies inat are engaged in boih condract manutacuning and
al50 manutacturing (R Is not possibie to disinguish between the data for these fwn activiies) camiad out on thelr
own account In irstand.

Figura 1 Contract Manufacturing and Own Account Manufaciuring Actieities G2 — Q4 2014

In the case of he agdiional products Made under coniract Manufaciuring amangements for irish companiss In
2014 the related adiion to value adted over and above wages and salanies pald s not particulanty significant In
‘explaining e recent growtn In Iisn GOP (+4.8% In 2014). inst=ad the observed growsh |5 mare broadly based
ani refiects Improved domestic demand and amangst athar fings the pick up In acikity for insh companies nat
linked i Mulll National Groups.
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Overall assessment

= Old models or assumptions may no longer
apply - export led growth

= Gross presentations - production, exports,
turnovers may not give a reliable picture of
GVA or GDP trends

= Consequences of not identifying production
abroad

= Asymmetric recording of inputs and outputs

= Merchanting, Processing and FGP challenges
In distinguishing between the three
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National Accounts
Large Cases Unit

12-13 November 2014

Thank You
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