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PREFACE

Structural Business Statistics survey in Bulgaria is included into National Program for Statistical Surveys and 5 years Strategies for Development of the National Statistical System of the Republic of Bulgaria. According to article 20 (1) of the Law on Statistics all units, carrying out economic activity are obligated to participate mandatory and to provide the required data to National Statistical Institute and the Bodies of Statistics. The Report presents all necessary information about the collection, compilation and transmission of the Structural Business Statistics for Common Module, Industry, Distributive trade and Construction (non-financial Annexes I to IV) of the Council Regulation (EC) No 58/97. This Quality report is made as a deliverable required by Commission Regulation (EC) No 1618/1999, concerning the criteria for the evaluation of quality of structural business statistics. The main objectives of the current document are:

· to provide information about the survey’s strategy, methods and procedures applied by the NSI of Bulgaria for the production of high quality SBS figures for the reference year 2006;
· to give an overall picture about the achieved level of compliance, the improvements made in 2006 SBS survey, the remaining deviations from the requirements of SBS Regulation and future planes for their overcoming;
· to describe the sources, the criterion used and the adopted approach for the determination of the principal activity of the observation units, as well as for the frequency of its updating.
The overall coefficient of variation, according to the survey design (the non-responses, misclassification errors and sampling errors) is not necessary to be calculated, because SBS data are compiled through annually comprehensive statistical survey. Data on unit non-response for the reference year 2006 are in agreement with regrouping as mentioned in section 9 of Annex 1 to the SBS Regulation. They are provided in a separate file as an attachment to this report. In accordance with the requirements of the Commission Regulation (EC) No 1618/1999, the current document contains two specific parts: 

PART I - REPORT ON SURVEY STRATEGY FOR THE COMPILATION OF 2006 SBS DATA.

PART II - REPORT ON DETERMINING AND UPDATING THE PRINCIPAL ACTIVITY OF THE OBSERVATION UNITS.

PART I: REPORT ON SURVEY STRATEGY FOR THE COMPILATION OF 2006 SBS DATA

1.1. Legal and institutional framework for SBS data production

The statistical activity of the country is regulated by the Law on Statistics and a number of EC Regulations in the field of Statistics. National Statistical Institute (NSI) is responsible for the preparation of methodological and technical bases, carrying out the survey, compiling, publishing and disseminating of SBS data to Eurostat and to all other users. It is managed by a President and three Deputy Presidents appointed with decision of the Council of Ministers for a period of 7 years. NSI has a status of a state agency with Head Office, located in Sofia and 28 Regional Statistical Offices located in the district centers. The legal framework, existing at the moment, creates prerequisites for political independence and impartiality in carrying out activity. Its primary methodological and coordinating role and obligations for the compilation of SBS data are stated in the National Program for Statistical Surveys that is annually endorsed by the Council of Ministers.

SBS data on 4 non-financial annexes of SBS Regulation (Common Module, Industry, Distributive trade and Construction) are compiled entirely on the basis of the results from a statistical survey, organized and carried out by the NSI. In the production of SBS data sets on financial annexes, other institutional bodies - National Bank and Financial Supervision Commission - are also involved.
1.2 Aim of SBS survey 

The main objectives of the SBS survey are:
· to establish a framework for the collection, compilation, transmission and evaluation of the statistical information;
· to elaborate indicators for more detailed and accurate coverage of new phenomena and processes, such as globalization;
· to create harmonized statistics, completely in line with the requirements of SBS Regulation (EC) No 58/97, allowing for relevant international comparisons;
· to guarantee consistent, comprehensive and up-to date information (at different levels of aggregation) required for the development of effective and successful economic strategy at European, national and regional level;
· to support government, business community, scientists and corporate decision-makers by providing comparable statistics for companies for all economic sectors;
· to ensure necessary data input for the compilation of Macroeconomic Statistics and especially of National Accounts, as well as partly of Short-term Surveys, PRODCOM Survey.
1.3 Sources for compilation of SBS data

1.3.1. Statistical survey

The only source for production of both preliminary and definitive 2006 SBS data series (Annexes 1 to 4 of SBS Regulation) is data collected in the framework of SBS survey through a set of accounting and statistical questionnaires. For non-financial annexes variables of all SBS data series are collected through two different questionnaires presented in details in point 1.4.6. SBS is an exhaustive survey, from which many statistical and other characteristics of the enterprises are annually updated - principle economic activity, type of ownership, source of funds, turnover, persons employed, employees, fixed assets, etc.

1.3.2. Statistical Business Register

The frame population for SBS survey is derived from the Statistical Business Register, called “Register of Statistical Units”. The rules for access to this register are laid down in inner regulation, in which keeping the confidentiality policy is safeguarded. The Register contains all public and private units, classified in economic activities at the class level (4-digit) in accordance with NACE rev.1.1. It provides all data on enterprises’ characteristics necessary for SBS survey - identification 9-digit code, name and address of the enterprises, NACE principle activity code, status code, NUTS code, legal form, type of ownership, source of funds, employment, turnover etc. There is a link between the unique unified code of the legal unit (BULSTAT code) and the random generated unique code for the Statistical units (enterprise, local unit). In this way, it is easy to change the responsible unit for a particular enterprise or local unit and to keep track of the changing history. The overall quality of the Register of Statistical Units is good and possible imperfections have minor impact on the quality of SBS data. Measures are undertaken in order to solve the problem with non-active enterprises and the existence of some falsely active units. For this purpose the available additional administrative information for activity status of the enterprises (active or non-active) is used - from the Register of Social Security Institute, the Tax register, the Register of licensed touroperators, the Register of international transport firms, the Register of taxi operators and others.
The updating of the Register of Statistical Units is carried out on the basis of the information received from administrative Register “BULSTAT”. The newly born and dead units are monthly extracted and included/updated into the Register of Statistical Units. All legal units in Bulgaria are obliged to register in “BULSTAT” and the unique 9-digit identifier (called "BULSTAT Code”), which is assigned to them and has to be used in all other registers and information systems in the country. The enterprises included in Register of Statistical Units are identified mainly through this unique code. BULSTAT was established in 1996 with the aim to register all units carrying out economical or public activity in the country. Until 11 August 2005 the register had been maintained by the National Statistical Institute according to the Law on Statistics. Since 11 August 2005 the Registry agency at the Ministry of Justice has been responsible for maintaining the BULSTAT register (according to the Law on BULSTAT register). Since 1 January 2008 a new Trade register has been built and companies, one-man traders, co-operatives, branches of foreign legal units, branches of Bulgarian companies were excluded from coverage of BULSTAT register.
1.3.3. Administrative sources

According to article 20 (6) the state institutions, the Bulgarian National Bank and the bodies, maintaining registers and information systems stipulated by law shall provide to NSI the data collected by them, necessary for conducting statistical surveys. Administrative data are not directly used for the compilation of SBS variables. The Law on Statistics allows for the use of administrative sources, but up to now NSI has no access to the micro data contained in the Tax Register. The individual records received from the Register of Social Security Institute are used for identification of active enterprises and for the imputation of non-responses. Information obtained from other public administrative registers for example in transport sector (as register of licensed touroperators, register of road freight and road passenger enterprises with rights to perform international carriages, register of enterprises in telecommunication) is used only for the determination of the activity status of the enterprises (active or non-active). In the future study and identification of administrative sources for business statistics will be developed due to the Eurostat project of “The more effective way of collecting data”. The following new administrative sources for business statistics will be considered and investigated:
· trade register;
· tax declarations;
· VAT declarations;
· register of fiscal devices;
· general register of professional builders;
· register of bakers;
· other registers related to licensing, registration and permission.
According to the Tax-insurance Procedure Code, data that present tax or insurance information shall be provided only upon a written request to limited recipients. NSI was not among these institutions (until 13 November 2008) and the Tax-insurance Procedure Code appeared as the most restrictive act concerning, the access to an individual tax and insurance information. The National Statistical Institute has solved this problem due to article 20 (6) of Law on Statistics since 14 November 2008. We will try implementation of the Register of insured persons in the process of production of statistical data for employed, employees, wages and salaries in the small enterprises. Including additional data from other administrative sources will be very helpful for improving the coverage and quality of the SBS data and for reducing the response burden. 
1.4. SBS survey method

1.4.1. Nature of survey, legal and administrative basis

NSI applies a harmonized approach, based on a common methodology for the compilation of SBS data across all economic activities, covered by the Council Regulation (EC) No 58/97. SBS survey is an exhaustive, mandatory, annual survey. It is included in the National Program for Statistical Surveys, which is annually endorsed by the Council of Ministers. The legal basis for obtaining adequate reporting of SBS data from the respondents is the Law on statistics. It gives the NSI legal mandate to require obligatory participation of the enterprises in the statistical surveys, listed in the National Program. It also allows penalties to be imposed against refusals and offenders in case of non-compliance with the required provision of the data.
1.4.2. Statistical unit used

The reporting and observation unit in the SBS survey is the enterprise. It is defined in line with the requirements of the Council Regulation No 696/93 as an independent unit carrying out one or more activities at one or more locations and producing goods or services for third parties. In Bulgarian statistical practice, only one legal unit is responsible for a given enterprise i.e. legal unit coincides with the enterprise. There is not evidence that in this way the number of enterprises is overestimated.

Local units are identified in the Register of Statistical Units. The variable Number of local units was included for the first time in the definitive data series of Annual regional Statistics for the reference year 2006. Currently data on SBS variables for these statistical units are not collected. From Regional SBS data series was compiled only the variable Number of Local units, but all other were based on statistics for enterprises. Measures will be taken in order to be produced all necessary data belonging to local unit.
Kind-of-activity units have not been established in the Register of Statistical Units yet.
1.4.3. Coverage of the data

The SBS population includes all enterprises, irrespective of their legal form and size, which are carrying out market activities classified in sections C to K and M to O of NACE rev1.1. The coverage of the SBS survey is going in accordance with requirement of Regulation (EC) No 58/97. The major part of enterprises recorded in financial intermediation - section J are subject of different surveys considering their specific book-keeping obligations. There are no size class thresholds in terms of number of employees or turnover for inclusion/exclusion of the enterprises in the SBS survey. The coverage of the SBS data remains constant over time. As the SBS survey is exhaustive, the number of reporting units is huge - more than 241 thousand enterprises, located in 6 regions at NUTS 2 level on the territory of the country.
1.4.4. Reference period

The period covered by SBS survey is a calendar year. The financial year is equal to a calendar year, called - reference period. The annual SBS questionnaires of the enterprises have to contain information about the period from 1 January to 31 December.

1.4.5. Classification used

National Classification of Economic Activities (NACE.BG-2003) is used for the compilation of 2006 Structural Business Statistics data broken down by economic activities. SBS data were compiled for the first time according to NACE.BG-2003 for the reference year 2002. The lowest level of NACE.BG-2003 is class (4-digit) and the applied 4-digit coding system is coinciding with economic activities’ codes of NACE rev.1.1.

The National Classification of the Territorial Units for statistical purposes is used for the compilation of SBS regional data series. The most detailed breakdown is the NUTS 2 level, as required by SBS Regulation. The links between national level and European NUTS classification are as follows:

· NUTS 0 - country (Bulgaria);
· NUTS 1 - North Bulgaria and South Bulgaria;
· NUTS 2 - planning regions;
· NUTS 3 - districts;
In the country, there are 6 planning regions (NUTS 2) and 28 districts (NUTS 3). For national purposes, two more classification levels exist - 263 municipalities (LAU 1) and 534 settlements (LAU 2).
The National Product Classification by activity (CPA.BG-2003) is used for purposes of SBS data compilation. It is a direct application of European CPA. Details regarding the product breakdowns can be found only in Multi yearly data series in Distributive trades according to Section G of CPA. The applied classifications for the production of SBS data are consistent with the European standards.
1.4.6. Questionnaires for conducting the SBS survey

SBS data collection is carried out through two types of questionnaires with different complexity (number of surveyed variables), depending on the size of the enterprises and their type of book-keeping system:

· “Annual Report of non-financial enterprises” - detailed questionnaire provided to the NSI by the enterprises with annual turnover of more than 50 thousand Euro and with double entry book keeping system (mostly large and medium sized). The report is composed by a set of accounting and statistical questionnaires:

· balance sheet;
· questionnaire on entreprise revenues and expenditures;
· questionnaire on employed, wages and salaries;
· questionnaire on expenditure on acquisition of tangible fixed assets;
· questionnaire on turnover from trading activities of purchase and resale and intermediary activities;
· questionnaire on Research and Development activity.
· “Annual Report of the enterprises that do not compile balance sheet”- simplified questionnaire which is provided mostly by the enterprises with single entry book-keeping. It contains accounting information for revenues and expenditures, as well as additional statistical data on employment, wages and salaries, fixed assets etc. Around 2/3 of the reporting units in the framework of SBS survey are filling in this small questionnaire.

The content of all set of questionnaires for SBS survey is reviewed annually. Changes and improvements are made in order to fully implement the requirements of the SBS Regulation and its amendments.
1.4.7. Data collection method

All questionnaires, through which the SBS survey is accomplished (both detailed and simplified ones), are available for the respondents on paper and in electronic format as well. The electronic versions of the questionnaires are accessible on the web site of the NSI for downloading and filling in off-line by the enterprises. The filled questionnaires are received in the NSI electronically by e-mail. 
1.4.8. SBS data compilation procedure

The National Statistical Institute (NSI) has a statute of a stage agency. Every year the Council of Ministers adopts the National Program and the Report on the Statistical survey.  The NSI is a decentralized organization and the responsibilities for conducting SBS survey are shared between the Head Office and 28 Regional Statistical Offices (located in the centers of the districts, corresponding to NUTS 3 level). The SBS staff in the Head Office is responsible for designing the statistical questionnaires, elaboration of the methodology, and development of the programming product for data processing, compilation and validation the quality of the data, publication and dissemination of the results to the users. The obligations of the experts from the Regional Statistical Offices are to collect the filled questionnaires from the enterprises, to send the reminder letters to the non-respondents, to enter, check and correct the micro data.

In the Head Office there is no a separate division established for the compilation of SBS. Several branch divisions in Business Statistics Department (on industry, construction, trade, transport, communication and services) as well as one division from Macro Economic Statistics Directorate (on employment statistics) are responsible for production of relevant SBS data series, required by Annexes 1 to 4 of SBS Regulation. They work in co-operation with Business Register division and Information Technology division, which are also involved in SBS data production process. The person responsible for the SBS survey carries out co-ordination work among divisions inside the Head Office.
1.5. Quality checks of SBS data

Variables, collected from the enterprises through different questionnaires and used for the compilation of SBS survey, go through appropriate quality checks at regional and at national level. Micro data are subject to crosschecking control in order potential errors to be identified and corrected accurately. This is of high importance, because completeness and coherence of SBS survey results have to be secured. Aiming at production of elevated quality data the following types of formal and informal checks are applied at various stages of SBS data production process:
· routing, arithmetic and logical checks (automatically performed in the process of data entry), controlling completeness of enterprise’s data, permissible dimension of values, correctness of the codes used etc;
· relations checks, valid values checks and range checks running for enterprises, belonging to a particular size class band in a given NACE activity class (4- digits) or group (3-digits);
· detection of irrelevant ratio indicators, suspicious values outside defined bounds, incomparable data with regard to the previous years’ results and inconsistency of the SBS indicators;
· comparisons with data from other surveys conducted by NSI (Short-term Surveys, PRODCOM Survey and External Trade Survey).

The local staff at regional level contacts enterprises with identified errors by telephone call. The experts in charge make necessary corrections manually and further it is checked again whether the corrected data meet the quality control. In the Head Office more expanded logic control and verification of micro and macro data is carried out with regard to the previous years’ results. As the surveyed population of SBS is huge (more than 241 thousand enterprises) tracing and correcting data errors is a time-consuming operation where the priority is given to the detection and correction of important, influential errors of the larger enterprises. Efforts are also put to clean the errors of small ones in order to improve the accuracy of SBS figures for small and medium-sized enterprise (SME) groups.

The effect of processing and measurement errors is not estimated but due to various checks which are performed and efforts put for their minimization it is considered that these types of errors have negligible impact on the quality of SBS data.
1.6. Treatment of non-responses

1.6.1. Response rate

The overall unit non-response rate of the 2006 SBS survey is low: 4.0% in terms of number of enterprises and 0.2% in terms of turnover. In comparison with the previous year there is a tendency of slight decrease of non-response in some of the NACE rev.1.1 activities. As a whole, unit non-response rate has no major effect on the quality of SBS results, but it varies significantly, depending on the principle activity and size of the enterprises. In Industry it is 0.42%, in Construction is 2, 15% but in Trade it is 3.97% and in Business services 5.86%. The non-response rate appears lower for the NACE groups or divisions where large enterprises prevail. Non-respondents are usually small enterprises that constitute a share in the total number of the units, but very small share in total turnover. Almost all large and medium size enterprises are responding (with few exceptions). In sum, non-response has no significant effect on the overall quality of SBS results at branch level. But in terms of series broken down by 4-digit class level or by size classes non-responses affect in small groups. Imputations were done at the level of individual enterprise. For example in Industry (Section C to E) non-response rate is: 0.4 % in terms of number of enterprises and 0.04% in terms of turnover. If we look at size classes the situation is as follows: the share of the non-response (to the total non-response) for the size class 1-9 persons employed is 84% in the terms of number of non-responding enterprises and 44% weighted with turnover. While for the size classed 20-49 and 50-249 persons employed the non-response is 0.13% in terms of the number of non-responding enterprises and 0.54% weighted with turnover. This is due to non-response of 9 companies from group 20-49 and 7 medium sized enterprises (group 50-249). Special attention was paid at the imputation of missing values in these groups.
1.6.2. Estimates of non-response

Necessary measures are undertaken by the regional staff of NSI in order to reduce initial non-response rate. Enterprises that do not return the filled in SBS questionnaires within the defined deadlines are reminded by letters about their legal obligations to provide the data. After a certain time, still non-responding enterprises are further reminded by telephone calls. When these reminders do not have the desired effect, regional staff of NSI visit the important large and medium sized non-responding enterprises. In order to handle final non-responding enterprises in the Head Office of NSI several imputation methods are applied depending on the type of the non-responses (NACE activity, size class group, availability of information from secondary sources):

· imputation based on other survey sources (Short-Term Statistics, PRODCOM);
· imputation based on the previous year's results of the non-response enterprise (in case that such data exist and the enterprise is not newly established or “permanently” non-response);
· class mean imputation (the most widely used method especially for small enterprises);
· donor imputation (rarely used method), where all imputed values are ‘flagged’ in order to distinguish them from the actually observed ones.
1.7. Confidentiality disclosure control

It is important to use the correct confidentiality flag in order to ensure that data referring to individual respondents can be disclosed. Confidentiality of the enterprise is defined under the Law on statistics and its use is limited only for statistical purposes. Admissions to the SBS micro data have only the staff that needs this information to carry out their duties. Disclosure of confidential data is legally prevented and penalized. All aggregated SBS data produced are screened for data traceable to individuals. According to the Law on statistics (national confidentiality rules) primary confidential data are identified by the application of two criteria of which statistic cannot be made public or released when: 

· criterion A - total of the information is received by less than three statistical units;
· criterion B - the one enterprise dominates the data more than 85% of the total volume of aggregated data.

All SBS figures are treated in the Head Office, identified through the computer program as primary confidential are flagged with A or B flags and provided to Eurostat. Secondary confidentiality treatment of SBS data series is carried out by Eurostat and validated by NSI in order an accidental disclosure to be prevented. There are plans for the future secondary confidentiality of SBS data series to be treated in the Head Office of the NSI. For this purpose adaptation of the software product τ-ARGUS has been started.
1.8. Level of compliance and deviations from requirements, plans for future improvements

1.8.1. Development and improvement of SBS data

For the reference year 2006 efforts of NSI’s staff were aimed development and improvement of the Bulgarian SBS survey system. The overall quality of the results at lower level of aggregation of SBS data was improved as well. The accomplishments were made by a more precise (at class level) estimation of non-responses, more detailed cross-checking of the data at micro level in order to ensure completeness and coherence between SBS data provided through different questionnaires as well as detailed control of data coherence.
The quality of the data series concerning Annual Regional Statistics was ameliorated. The information for the variable 11 210 Number of local units was prepared (for all annexes of SBS Regulation) for the reference year 2006 as a result of the work done in the framework of the project of PHARE 2004 Program “Business register improvements”. During the work on methodology and preparing the sample, the project team decided to provide representative estimates of all active enterprises with more than one economic activity carried out in more than one location. For this purpose a special questionnaire was developed and the data entry program respectively. In order to receive other missing variables regarding the Local units and used for producing of Annual Regional data series a systematical approach was adopted. In the near future a specific statistical questionnaire about their compilation will be prepared and then experts will analyze the quality of the received data. If the results after the final treatment are good, all necessary data belonging to local units will be established for the reference year 2007.
1.8.2. Deviations and plans for their overcoming
The all needed indicators according to data series in Annex 1 are provided. Only a few parts of SBS legal requirements are not yet fully implemented in Bulgarian practice concerning mainly lack of data for some SBS variables in Industry and Construction (Annexes 2 and 4 of Regulation ( ЕС) 58/97), namely:
· 11 120 - Number of births of enterprises;

· 11 130 - Number of deaths of enterprises;

· 11 310 - Number of kind-of-activity units;

· 13 131 - Payments for agency workers;

· 15 310 - Value of tangible goods acquired through financial leasing;

· 15 420 - Gross investment in concessions, patents, licenses, trade marks and other similar rights;

· 15 441 - Investment in purchased software;
· 18 110 - Turnover from the principle activity;
· 20 110 - Purchases of energy products.
On Annex 3 Distributive trade only one variable is missing - 15 310 Value of tangible goods acquired through financial leasing.
Missing variables 15 310; 11 120; 11 130 are planned to be dropped with forthcoming recast SBS Regulation and data on them are not foreseen to be compiled.
Kind-of-Activity Units are not identified up to now for producing the necessary variable 11 310 in accordance with requirement of data series called Annual KAU statistics for industry and construction. In order to receive them there will be a need of preparing a very detailed statistical questionnaire. This will lead to increase the response burden and hence to lower quality of the feedback information. Not all characteristics belonging to KAU series are element of the accounting system and enterprises have to estimate them. Very often this is methodologically difficult. No additional data by Administrative sources could be used to solve this problem so that estimation methods have to be ensured. The preliminary prognoses indicated that the estimated variables will not be of good quality. The picture concerning the work done represents a major increase in burden and also brings some particularly complex areas into scope with regard to identification.
Variable 13 131 Payments for agency workers and Variable 20 110 Purchases of energy products will be included in statistical questionnaire for the first time in the reference year 2008.
Due to the significant difficulties that enterprises face in compiling data on the environmental Variable 21 120 Investment in equipment and plant linked to cleaner technology (integrated technology) NSI of Bulgaria has been granted derogations for that characteristic until the end of transitional period (2008).
1.9. Timeliness, modes of dissemination and key users

1.9.1. Timeliness and punctuality

SBS preliminary and definitive data for the reference year 2006 are compiled within the following time schedule:

· the set of accounting and statistical questionnaires, through which SBS survey is carried out are sent out to the enterprises at the end of the reference year; 
· the filled questionnaires by the enterprises are received back in the Regional Statistical Offices until 31 March after the reference year (T + 3 months).

· micro data processing at Regional Statistical Offices is finished in T + 8 months; 

· preliminary results of 2006 SBS survey are compiled in T + 10 months, as required by SBS Regulation (EC) No 58/97;
· definitive results of 2006 SBS survey are compiled in T+17 i.e. more than a month earlier than the deadline required by SBS Regulation (EC) No 58/97.

Time lag between Actual deadline and Regulatory required deadline for 2006 SBS preliminary data series (in days) = -2.

Time lag between Actual deadline and Regulatory required deadline for 2006 SBS definitive data series (in days) = - 39.

SBS data series for the reference year 2006 are transmitted to Eurostat via STADIUM in required technical format. No revisions, neither of preliminary, nor of definitive SBS data series were made after their provision to Eurostat. 
1.9.2. Accessibility and clarity

The SBS data are made available to all interested users at the same time in accordance with the deadlines set in the Release Calendar of statistical surveys, which is published on NSI website. A specialized publication on SBS variables is not prepared. Summary tables with the key SBS survey results, accomplished with relevant explanatory notes, are published annually in the Statistical Yearbook. Results on some principal indicators are presented in the Statistical Reference Book. All the other detailed statistical information from SBS survey is available in electronic form and is distributed upon request. For quick satisfaction of different user requirements, a big database, containing both micro and aggregated SBS data, is maintained and annually updated by authorized SBS experts in the Structural Business Department of NSI.
1.9.3. Key users of SBS data

Some variables are provided to the various international organizations. The main users of SBS data are:

· institutions at European level - Eurostat and other Directorates General of the European Commission;
· institutions at national level – the Ministry of economy and other governmental bodies; the National Bank and other financial institutions;
· scientific institutes, universities, researchers and students;
· private Non-profit Organisations, Agencies, business companies, Media;
· other divisions in NSI - National accounts.
1.10. Quality indicators, accuracy of SBS data
1.10.1. Coefficient of variation

The Coefficient of variation is equal to zero because SBS survey is exhaustive and its calculation of 2006 is not relevant. The three component errors (item non-response rate, misclassification errors, and sampling errors) that have to be taken into account in their calculation do not have any or have very negligible impact.
1.10.2. Item non-response rate

Item non-response rate is not estimated, because in the framework of SBS survey it is very difficult to distinguish between ‘0’ values and missing values in the questionnaires. It is established practice when item non-response is detected the relevant enterprise to be contacted mainly through telephone calls by the regional staff of NSI in order missing data to be obtained.
1.10.3. Misclassification error

Misclassification error is equal to zero. It does not exist because the principal activity of the enterprises at NACE 1.1 class level (4-digits) is observed and updated through the information collected by the SBS survey itself, which is an exhaustive type survey.
1.10.4. Unit non- response rate

For reference year 2006 unit non-response rate is calculated and provided to Eurostat at a 3-digit level of detail by NACE rev.1.1 for Industry and Construction, at groupings of activities level for Services (as it is required by Section 9 of Regulation (EC) No 58/97) and at 4-digit level for Distributive trade.

Unit non-response rate is estimated in two modes: unweighted (in terms of number of enterprises) and weighted (in terms of turnover). The value of weighted unit non-response rate is much smaller, because non-respondents are small enterprises with minor contribution to the turnover. 

Unweighted non-response rate is calculated as a ratio of the number of non-respondents to the total number of enterprises.
                                     Number of non-responding enterprises  

NR (unweighted) =     --------------------------------------------------------------------------------------   
               Number of responding enterprises + Number of non-responding enterprises     
Weighted non-response rate is calculated as a ratio of the estimated turnover of non-respondents to the total turnover (of respondents and estimated for non-respondents). 
                            Estimated turnover of non-responding enterprises

NR (weighted) = ----------------------------------------------------------------------------------------
                         Turnover of responding    +   Estimated turnover of non-responding         

                     enterprises                                              enterprises

Non-response errors have negligible impact on the overall quality of SBS data, because the total non-response rate for reference year 2006 is small: 4.0% in terms of number of enterprises and 0.2% in terms of turnover. Non-respondents are small units with single entry bookkeeping that have very small (negligible) share in terms of the turnover, production value etc. Large and the vast majority of medium sized enterprises are fully responded. 

The concrete figures on unit non-response rate (both unweighted and weighted) for the reference year 2006 are provided via STADIUM to Eurostat in a separate file in specific technical format as required by the Commission Regulation (EC) 2702/98.
PART II: REPORT ON DETERMINING AND UPDATING THE PRINCIPAL ACTIVITY OF THE OBSERVATION UNITS

2.1. Criterion applied

In theory, value added is recommended to be used for identification of the principal and secondary activities. The variable used for determination of these activities of the enterprises is the turnover, instead of value added. Many respondents do not provide direct information of value added. Identification of the principal activity is carried out based on the contribution of each activity performed by a given enterprise to the total turnover produced by this unit. When only one economic activity at NACE rev1.1 class level (4-digits) provides 50% or more of the total turnover, it determinates the principal activity and its 4-digit code is assigned to the enterprise. In all other cases when enterprise carries out activities of a mixed nature at NACE rev1.1 class level and a single predominant 50% activity does not exist the Top Down approach is applied.

2.2. Approach adopted

Top-down approach is applied following the hierarchical maxim for identification of the principal activity, starting from the most aggregated level of NACE Rev.1.1 classification and gradually determining more detailed levels. The algorithm used for the allocation of the enterprise to a particular NACE rev.1.1 heading starts with the identification of the most aggregated level of NACE classification (Section) and than continues with step by step determination of the remaining lower levels as follows: 
· identification of the largest (in terms of turnover) NACE Section (letter level);
· identification of the largest Subsection (two letter level) is chosen inside the Sections C and D;
· identification of the largest Division (2-digits level) is chosen inside the Section/ Subsection;
· identification of the largest Group (3-digits level) is chosen inside the Division;
· identification of the largest Class (4-digits level) is chosen inside the Group, which is the principal activity of the enterprise.
2.3. Sources of information

The primary source for determining the principal activity (4-digits code of NACE rev.1.1) of the newly born legal units is the administrative register “BULSTAT”, in which all economic entities are legally obliged to record in order to start their economic activity. It is determined on the basis of the information in the declarations provided by the legal units at the moment of their registration about activities (production of goods and/or services) that they intend to carry out and expected the largest share of turnover. The newly born units are extracted from register “BULSTAT” and included into the Register of Statistical Units each month. 

The major source for updating the enterprises’ principal activity is the SBS survey, which is a census type survey. In the SBS questionnaire a special section has been included that requires description of the nature of the economic activities and the percentage distribution of the net receipts from sales for each kind of activity conducted by the enterprises. Based on this information the principal activity of recently created enterprises is ascertained and changes of the principal activity of existing enterprises are detected. For industrial enterprises data from PRODCOM survey are also used for precision of unit's NACE-related principal activity code. 

2.4. Frequency of updating, stability rule

The principle activity of enterprises is updated once a year on the base of the annual SBS survey. During the year the principle activity can be changed (on the basis of information from STS survey) only in some exceptional cases when:
· the activity change is very significant, irreversible and the wrong activity assignment of the enterprise would cause a bias in SBS data breakdown by economic activity;
· the survey proves that the initially assigned principle activity of the newly born enterprise is wrong.

In order to prevent the casual changes in the demography of the surveyed population and to avoid discrepancies between STS (monthly and quarterly) and annual SBS data series broken down by economic activities the stability rule is applied. In case that during the reference year a given enterprise has performed non-typical activity, in terms of use of the fixed assets, its principal activity is kept unchanged. This rule is followed for two years even if the turnover from the non-typical activity for the reference year is higher than the turnover from the recorded principal activity. After two years if it is proved that the change of production structure is a permanent tendency the original principal activity of this enterprise is changed.
2.5. Implementation of new classification NACE Rev. 2
Regulation (EC) No 1893/2006 of 20 December 2006 establishes the statistical classification of economic activities (NACE Rev.2) and states that statistics referring to economic activities which are being preformed since 1 January 2008 should be produced according to NACE Rev.2 with the exception of some identified statistical domains. Smooth and coordinated switch from NACE Rev 1.1 to NACE Rev.2 is imperative, otherwise comparability of data would be violated and the ESS credibility would be undermined. For the first time in the reference year 2006 all enterprises were coded in NACE Rev.2. For this reason a special section in the SBS questionnaire was added. It was required a description of the nature of the economic activities and the percentage distribution of the net receipts from sales for different kind of activity conducted by the enterprises. The stability rule was applied in order to prevent the casual changes in the demography of the surveyed population and to avoid discrepancies between STS (monthly and quarterly) and annual SBS data series broken down by economic activities. Two versions of the questionnaire were developed. The respondents had the possibility to choose between a paper and an electronic questionnaire (published on NSI web page). In the case of the electronic version the transition table with the building blocks was implemented with menus that the respondent could choose and define the activity according to NACE Rev 1.1. After that the application listed only the reference acceptable NACE Rev. 2 in a textual form and the respondent could determine the enterprise’s activity code. Those of them which didn’t receive their activity codes according to NACE Rev.2 in SBS survey (mostly in a paper version) and were associated with 1-to-1 and N-to-1 correspondence were automatically re-coded. For the others which had the “complex” relation 1 to N (class is split into two or more classes in NACE Rev. 2) different methods, depending on the importance, were applied. Subject mater division experts created a sample from the non-surveyed units and some with suspicious behavior (about 9300 units). From the sample were excluded some enterprises which had been classified in the branch industry. There was information available from PRODCOM survey for 2006 about 250 units and they were coded on the base of this data. The enterprises with turnover less then 2000 BG levs – about 1900 units were excluded too. The overall turnover of these units constituted to no more than 0.5% of the overall turnover of all non-financial enterprises. Units that were not statistically important new codes were assigned on a group basis by the proportion calculated on the base of the survey units. The extra questionnaire was developed and the survey was carried out with direct contact to the manager of the enterprise. The interviewers, supported by the printed materials, assisted the respondents to choose the appropriate activity codes. As a result of this work at the end of the 2007 all active enterprises from non-financial sector were coded according to NACE Rev. 1.1 and NACE Rev. 2.
For the reference year 2006 Bulgarian practice, in the scope of Structural Business Statistics, is very closely compliant to EU legal and methodological standards and the achieved level of harmonisation up to this year is evaluated as very good. This is a result of the systematic work accomplished by NSI’s staff for full implementation of the requirements of SBS regulatory framework in this statistical area. 
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