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1 . Output information

National Statistic: yes

Frequency: annual

How compiled: third party, internal data and economic indicators

Geographic coverage: UK including UK continental shelf

2 . About this Quality and Methodology Information report

This report is part of a rolling programme of quality reports produced by the Office for National Statistics (ONS) to 
accompany statistical outputs.  are overview notes that pull together Quality and Methodology Information reports
important qualitative information on the various dimensions of quality as well as providing a summary of methods 
used to compile the output.

The Profitability of UK companies statistical bulletin provides estimates of the gross and net rates of return, gross 
operating surplus and net operating surplus of UK private non-financial corporations (PNFCs). Data are available 
back to 1997 on a   basis since the implementation of the new Standard Industrial Classification 2007: SIC 2007
classification within the UK National Accounts in October 2011. Further details can be found in under 
Comparability and coherence in Section 5: Methods used to produce the profitability data.

The main data source is annual data from   (HMRC).HM Revenue and Customs

This report contains the following sections:

Quality summary

Quality characteristics of the profitability data

Methods used to produce the profitability data

Other information

3 . Quality summary

This report provides a range of information that describes the quality of the data and details any points that 
should be noted when using the output.

We have developed  ; these are based upon the five European Guidelines for Measuring Statistical Quality
Statistical System (ESS) Quality Dimensions. This report addresses the quality dimensions and important quality 
characteristics, which are:

https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/qualityinofficialstatistics/qualityandmethodologyinformation
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/profitabilityofukcompanies/previousReleases
https://www.ons.gov.uk/methodology/classificationsandstandards/ukstandardindustrialclassificationofeconomicactivities/uksic2007
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/profitabilityofukcompaniesqmi#methods-used-to-produce-the-profitability-data
http://www.hmrc.gov.uk/
https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/qualityinofficialstatistics/qualitydefined
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relevance

timeliness and punctuality

comparability and coherence

accuracy

output quality trade-offs

assessment of user needs and perceptions

accessibility and clarity

More information is provided about these quality dimensions in the following sections.

4 . Quality characteristics of the profitability data

Relevance

(The degree to which statistical outputs meet users' needs.)

The user feedback survey included in the   statistical bulletin showed Profitability of UK companies Quarter 1 2012
that users were broadly happy with the content and compilation of the bulletin and support from the team.

Respondents indicated that they used the bulletin for monitoring the economy, writing briefings and including in 
their own reports. We have regular contact with HM Revenue and Customs (HMRC) regarding the quality of 
trading profits data to ensure it is fit for these purposes.

A known gap in our ability to satisfy users' expectations is that we cannot provide sector detail below the level of 
manufacturing, services and UK continental shelf companies. Any further breakdowns using current data sources 
would not yield robust or reliable estimates on a quarterly basis.

Timeliness and punctuality

Timeliness refers to the lapse of time between publication and the period to which the data refer. Punctuality 
refers to the gap between planned and actual publication dates.

For more details on related releases, the   provides 12 months' advanced notice of GOV.UK release calendar
release dates. If there are any changes to the pre-announced release schedule, public attention will be drawn to 
the change and the reasons for the change will be explained fully at the same time, as set out in the Code of 

.Practice for Statistics

Estimates of gross operating surplus (GOS) of UK private non-financial corporations (PNFCs) are produced twice 
per quarter as part of the quarterly national accounts process. A provisional estimate is produced for the first 
quarterly estimate of GDP. This forms part of the estimate of “gross operating surplus of corporations” published 
in the .first quarterly estimate of GDP

A revised estimate of GOS of UK PNFCs is produced for the  . This second Quarterly national accounts (QNA)
estimate incorporates updated or revised data for a more complete picture in line with the National Accounts 

. Additional quality checks are made at this stage to ensure that the data are consistent Revisions Policy
with QNA and the  .UK Economic Accounts

This revised estimate forms the basis of the . See Profitability of UK companies statistical bulletin Section 5: 
 for further information on the content of Profitability of UK Methods used to produce the profitability data

companies.

http://www.ons.gov.uk/ons/rel/pnfc2/profitability-of-uk-companies/q2-2012/index.html
https://www.gov.uk/government/statistics/announcements
https://code.statisticsauthority.gov.uk/
https://code.statisticsauthority.gov.uk/
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpfirstquarterlyestimateuk/previousReleases
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/quarterlynationalaccounts/previousReleases
https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/revisions/revisionspoliciesforeconomicstatistics
https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/revisions/revisionspoliciesforeconomicstatistics
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/datasets/ukeconomicaccounts
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/profitabilityofukcompanies/previousReleases
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/profitabilityofukcompaniesqmi#methods-used-to-produce-the-profitability-data
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/profitabilityofukcompaniesqmi#methods-used-to-produce-the-profitability-data
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Concepts and definitions

(Concepts and definitions describe the legislation governing the output and a description of the classifications 
used in the output.)

The   release is compliant with the   and legislation Profitability of UK companies Code of Practice for Statistics
relating to the release is contained within the  .Statistics and Registration Service Act 2007

The international standard for estimates used in national accounts is the European System of Accounts 2010: 
 (PDF, 6.56MB), published in close co-operation with Eurostat, the Organisation for Economic Co-ESA 2010

operation and Development (OECD), the United Nations and the World Bank. The Standard Industrial 
 is used for classifications in the Profitability of UK companies release.Classification: SIC 2007

5 . Methods used to produce the profitability data

The  provides estimates of the gross and net rates of return, gross Profitability of UK companies statistical bulletin
operating surplus and net operating surplus of private non-financial corporations (PNFCs).

Gross trading profits (GTP) include only that part of a company's income arising from trading activities in the UK. 
It does not include income from investments or other means, such as earnings, from abroad. GTP are calculated 
before payments of dividends, interest and tax.

Data sources for GTP

HM Revenue and Customs (HMRC) collects annual information on company profits as part of the tax collection 
process. It collects in excess of 98% of all industrial and commercial businesses' data via their statutory tax 
returns. These data provide us with an annual benchmark for company profits, after which we apply a growth 
figure to estimate subsequent quarters.

We receive HMRC trading profits data with a lag of approximately two years because of to the time given to 
companies to report profits and for returns to be processed. This is administrative data and not directly collected 
for the calculation of profitability. As a result, we apply various adjustments to bring it in line with national 
accounts concepts.

Calculating quarterly profits estimates

For the Office for National Statistics (ONS) to produce more timely quarterly profits estimates, it looks at 
contextual data from other gross domestic product (GDP) sources as well as data from wider industry to inform a 
growth figure and balancing process. These include:

the  and Index of Services Index of Production

anecdotal information taken from Bank of England's Agent summary of business conditions

Profit warnings reported issued by corporations.

the Purchasing Managers' Index

company accounts data

Use of other government departments and National Grid data in compiling UK 
continental shelf (UKCS) estimates

Data for UKCS businesses are supplemented by oil and gas output, sales and prices data obtained from 
 and the  . The data obtained are used to determine Department for Energy Security and Net Zero National Grid

total income (total sales multiplied by price) and total expenses. Estimates of UKCS operating surplus are then 
calculated by deduction of total expenses from total income.

http://www.ons.gov.uk/ons/rel/pnfc2/profitability-of-uk-companies/index.html
https://code.statisticsauthority.gov.uk/
https://www.legislation.gov.uk/ukpga/2007/18/contents
https://ec.europa.eu/eurostat/documents/3859598/5925693/KS-02-13-269-EN.PDF/44cd9d01-bc64-40e5-bd40-d17df0c69334
https://ec.europa.eu/eurostat/documents/3859598/5925693/KS-02-13-269-EN.PDF/44cd9d01-bc64-40e5-bd40-d17df0c69334
https://www.ons.gov.uk/methodology/classificationsandstandards/ukstandardindustrialclassificationofeconomicactivities/uksic2007
https://www.ons.gov.uk/methodology/classificationsandstandards/ukstandardindustrialclassificationofeconomicactivities/uksic2007
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/profitabilityofukcompanies/previousReleases
https://www.ons.gov.uk/economy/economicoutputandproductivity/output/bulletins/indexofservices/previousReleases
https://www.ons.gov.uk/economy/economicoutputandproductivity/output/bulletins/indexofproduction/previousReleases
https://www.bankofengland.co.uk/agents-summary/2023/2023-q2
https://www.ey.com/en_uk/news/2023/01/profit-warnings-from-uk-listed-companies-increased-50-in-2022-as-rising-costs-prompted-record-levels-of-warnings#:~:text=In%20Q4%202022%2C%2083%20profit,due%20to%20weaker%20consumer%20confidence
https://tradingeconomics.com/united-kingdom/manufacturing-pmi
https://www.gov.uk/government/organisations/department-for-energy-security-and-net-zero
http://www.nationalgrid.com/uk/
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Other data sourced from the ONS

We publish estimates collected via the   and the Quarterly Acquisitions and Disposals of Capital Assets Survey
. Capital expenditure data are combined with public sector data for the Quarterly Stocks Survey Business 

 publication. Other source material includes:investment

appreciation of North Sea oil stocks

PNFCs inventory holding gains

work in progress within the services industries

gross fixed capital formation (GFCF) associated with computer software, mineral exploration, 
entertainment, literature and artistic originals, agricultural assets and UK continental shelf (UKCS) 
exploration expenditure

book values of PNFCs, UKCS, manufacturing and services industries

consumption of fixed capital

gross and net capital stock values for PNFCs, UKCS, manufacturing and services sectors

PNFCs self-employment income

PNFCs self-employed (quasi), manufacturing and services rental income

Compilation of estimates presented in Profitability of UK companies

The numerator for estimates of rates of return is gross operating surplus (GOS). The denominator for estimates is 
capital employed. This means that rates of return presented are ratios of operating surpluses compared with 
capital employed, expressed as percentages. These ratios measure the accounting rates of return achieved in a 
particular year from total capital employed.

The rates of return are on the basis of current replacement cost and relate to UK operations of PNFCs. The net 
rate of return uses capital estimates net of capital consumption, which is more widely used than the gross rate of 
return. Rates of return are published for quarters and for years.

Gross operating surplus of PNFCs are gross trading profits, plus income from rental of buildings less inventory 
holding gains, both of which are supplied by the ONS.

Capital employed and capital consumption data come from the   release.Capital stock and capital consumption

Estimates of company investment are added together for all assets that will still be in use (based on estimates of 
the asset's life length) to give "gross capital stock" or capital employed. Depreciation is calculated by assuming 
that the asset loses an equal amount of value each year and is worth zero at the end of its life. "Net capital stock" 
is calculated from gross capital stock by removing depreciation.

In the derived net rates of return, estimates of net operating surplus are net of consumption of fixed capital 
(depreciation). Consumption of fixed capital is derived from capital stock and covers the depreciation of fixed 
assets over their service lives. Estimates of net capital are net of accumulated capital consumption; that is, they 
are a measure of the written-down replacement costs of fixed assets.

https://www.ons.gov.uk/surveys/informationforbusinesses/businesssurveys/quarterlyacquisitionsanddisposalsofcapitalassetssurvey
https://www.ons.gov.uk/surveys/informationforbusinesses/businesssurveys/quarterlystockssurvey
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/businessinvestment/previousReleases
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/businessinvestment/previousReleases
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/capitalstocksconsumptionoffixedcapital/previousReleases
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Validation and quality assurance

Accuracy

(The degree of closeness between an estimate and the true value.)

Quality assurance procedures are in place to check, understand and explain movements in the data. This allows 
informed quality adjustments to be made and checks that the published series are being correctly calculated.

Quality checks are carried out throughout the process of producing the profitability rates of return. The final 
profitability estimates are independently reviewed by the Deputy Director responsible for sign off of the statistical 
bulletin and final dataset and approval is given for the estimates to be published.

Guidance is provided by in-house economists regarding economic performance in the relevant sectors. This 
forms an additional quality check and any inconsistencies are investigated with possible reasons provided to 
users in the statistical bulletin.

Estimates for the most recent quarters are provisional and subject to revision in the light of updated source 
information. Revisions are made in-line with the  . Revisions are consistent with National Accounts Revisions Policy
the most recent   and may result from new or late data being received. Further details Quarterly national accounts
on the   can be found in the following Comparability and coherence section.National Accounts Revisions Policy

Non-sampling error

Estimates for the most recent quarters are provisional and, as usual, are subject to revisions in the light of 
updated source information consistent with the National Accounts Revisions Policy. Recent quarters are 
estimated using various economic indicators rather than a survey, and as such may be subject to more significant 
revisions than prior estimates.

Comparability and coherence

(Comparability is the degree to which data can be compared over time and domain, for example, geographic 
level. Coherence is the degree to which data that are derived from different sources or methods, but refer to the 
same topic, are similar.)

Data revisions are made in accordance with the National Accounts Revisions Policy and any methodological or 
conceptual changes are made to back data in accordance with this policy to ensure data comparability over time. 
Estimates are produced in accordance with guidelines set out in the European System of Accounts 2010: ESA 

 (PDF, 6.56MB).2010 manual

Comparable time series data for this release are available back to 1997 on the new Standard Industrial 
 industrial classification basis. However, the seasonally adjusted current price annual Classification (SIC) 2007

series for   (PDF, 2.45MB) (national accounts series identifier CAER) is available gross operating surplus of PNFCs
back to 1948 on a comparable basis as part of the QNA dataset.

Gross operating surplus for PNFCs becomes coherent with other sectors of the economy, and with the output and 
expenditure approaches to GDP in the long-term through the use of a  framework. This enables Supply and Use
differences between the estimates of supply and use of specific products to be investigated and the accounts 
adjusted to ensure a balance. These alignment adjustments are made to the quarterly series and sum to zero 
annually. The gross operating surplus used in the Profitability of UK companies excludes the quarterly alignment 
adjustments (national accounts series identifier DMUQ) applied to non-UK continental shelf businesses' gross 
trading profits, as published in the QNA.

6 . Other information

https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/revisions/revisionspoliciesforeconomicstatistics
http://www.ons.gov.uk/ons/publications/all-releases.html?definition=tcm:77-23645
https://www.ons.gov.uk/methodology/methodologytopicsandstatisticalconcepts/revisions/revisionspoliciesforeconomicstatistics
https://ec.europa.eu/eurostat/documents/3859598/5925693/KS-02-13-269-EN.PDF/44cd9d01-bc64-40e5-bd40-d17df0c69334
https://ec.europa.eu/eurostat/documents/3859598/5925693/KS-02-13-269-EN.PDF/44cd9d01-bc64-40e5-bd40-d17df0c69334
https://www.ons.gov.uk/methodology/classificationsandstandards/ukstandardindustrialclassificationofeconomicactivities/uksic2007
https://www.ons.gov.uk/methodology/classificationsandstandards/ukstandardindustrialclassificationofeconomicactivities/uksic2007
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CONSLEG:1996R2223:20030807:EN:PDF
https://www.ons.gov.uk/economy/nationalaccounts/supplyandusetables
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Assessment of user needs and perceptions

(The processes for finding out about users and uses, and their views on the statistical products.)

User engagement was carried out several years ago. There are plans to conduct another round of user 
engagement ahead of the next publication in 2024. Users of Profitability of UK Companies data with questions or 
feedback are also encouraged to .email the profitability inbox

Accessibility and clarity

(Accessibility is the ease with which users are able to access the data, also reflecting the format in which the data 
are available and the availability of supporting information. Clarity refers to the quality and sufficiency of the 
release details, illustrations and accompanying advice.) Our recommended format for accessible content is a 
combination of HTML webpages for narrative, charts and graphs, with data being provided in usable formats such 
as CSV and Excel. In some instances other software may be used, or may be available on request. Available 
formats for content published on our website but not produced by us, or referenced on our website but stored 
elsewhere, may vary. For further information please refer to the contact details at the beginning of this report.

For information regarding conditions of access to data, please refer to the following links:

terms and conditions (for data on the website)

copyright and reuse of published data

pre-release access (ended from 1 July 2017)

accessibility

access to microdata via the Virtual Microdata Laboratory

In addition to this Quality and Methodology Information, basic quality information relevant to each release is 
available in the Measuring the data section of the  .Profitability of UK companies statistical bulletin

7 . Cite this methodology

Office for National Statistics (ONS), released 3 November 2023, ONS website, methodology, Profitability of 
UK companies Quality and Methodology Information

mailto:profitability@ons.gov.uk
https://www.ons.gov.uk/help/termsandconditions
http://www.nationalarchives.gov.uk/doc/open-government-licence/version/3/
https://www.statisticsauthority.gov.uk/about-the-authority/uk-statistical-system/legislation/pre-release-access/
https://www.statisticsauthority.gov.uk/correspondence/pre-release-access-to-ons-statistics/
https://www.ons.gov.uk/help/accessibility
https://www.ons.gov.uk/aboutus/whatwedo/paidservices/virtualmicrodatalaboratoryvml
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/profitabilityofukcompanies/previousReleases
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/profitabilityofukcompaniesqmi
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/profitabilityofukcompaniesqmi
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