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Secondary Services

The purpose of this paper is to define the various categories
of secondary activities and discuss some of the problems
associated with identifying and measuring these activitiaes.
Further, this paper will discuss possible ways of Improving and
expanding information on secondary services., Finally, 11 wili

pose guestions for further discussion.

In recent years there has beer considerable atiention given to
the growth of the service sector (all nongoods preducing
industries), in 1686 1t accounted for over 70 percent of GNP,
There also has been concern that the information avallable to
measure the service secter is not sufficlent. Because data
collection effarts traditionally have been directed toward
measuring the manufacturing sector, the ability toc expand data
collection 1n the service sector has not kept pace with the
growth in service activity. Further, significant amounts of
service sector data were lost when deragul ation caused
discontinuation of or reductfons 1n assoeiated data collectien
pregrams. Therefore, & number of statistical agencies ara
striving to f111 the data gaps. This paper will address one

aspect of service activity that often 15 viewed as a data gap,

secondary services.
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Broadlys, secondary activities are those activities performed by
an establishment that are not the primary activity of the
establ ishment, such as the trucking activities of a retail
store or computer scftware development activities of a computer
manufacturer, Secondary services are the service subset of
secondary activities. Some data users have expressed an
interest fn being able to measure the total activity of a given
Tndustry. Idealiy, one would Tike to have the ability to
aggregate data for an industry as a primary activity, plus data
for that same industry wherever the activity takes place,
ylelding a true 1ndustry total. \Using the trucking example,
this would mean having the ability to add data from SIC 421
(Truck- ing, Local and Long Distance) to information collected
from other sectors such as Retall Trade or Construction that
are known to have substantial trucking operations., The way
data are collected currently does not make this easy. 1In
addition, changes taking place in the way business 1s conducted

could make {1t even more difficult.

In some sectors of the economy there is a bundling of
activities taking place. For example, banks are offering
stocks, bonds and financial planning; overnight delivery
service companfes offer a combination of motor and air freight
services; and doctors now offer to f111 prescriptions in their
offices. Yet in other =zectors there appears to be a move
toward contracting out activities that were traditionally done

Tn-house, such as captive legal. accounting, janitorial, or



c¢lerical activities. Im fact, some analysts believe that
emplcyment growth in the service sector simply raflects the
shifting of these existing support activities (and their
classffication) from one user industry to another providing
industry. However, a recent BLS study, "Producer Services
Industries:; Why are They Growing?"™, says that analysfis of the
data shows this to be an unlikely explanatfon for the growth of
producer services industries. Having the ability to measure
the volume of secondary activities would help analysts track

these types of shifts in the way business is conducted,

Let us examine a 11ttle more closely what secondary activities
are.
o Secondary activities can be directly related to the
primary activity of the establiishment such as a
automobile manufacturer also providing service and

maintenance as a part of the automobile purchase.

o Secondary activities can serve a supporting role such

as a data processing or health unit in a manufacturing

ostabl1shmant.

o Secondary activities can be income generating such as
restaurants fn hotels that are owned and operated by

the hotel; and autoc repalr done at a nev car dealer or

a gasoline statien.



Secondary activities can be nonincome generating such
as health units within an establishment, trucking for
affiliates only, and accounting or data processing for

affiiiates only.

Secondary activities could be both 1ncome and
nonfncoeme generating. For example: I{n-house
communications where excess capacity 1s sold: schoel
buses belng rented for nonschool functions; and

trucking where excess capacity 1s sold.

Secondary activities can take place efther in an eperating

establ ishment or at an auxfliary establishment., An auxiliary

establ ishment 1s an establishment primarily engaged in

performing management cor suppert services for cother

establ 1shments of the same enterprise. Gaylord Worden

suggested the following matrix to 11lustrate the various

combinrations:

] }

Income | [ !

| | HNo | Yes |
[Locatio [ !
1 { | 1
! f ! !
10psrating! 11 2 |
[ } ! !
JAuxiliary!| 3] a4 !

Possible names for these cells would be:

l.
zZ.
3.
4.

Cperating Support
Operating support and secondary,
Auxiliary support.
Auxfliary support and secondary.



Given that we have these descriptions of secondary activities,
why 1s §t that more data are not available for thesse

activities? One possible reason 1s the way the data are

collected and classified,

Mast economic data are collected using the Standard Industrial
Classification {(SIC) system. The SIC 1s the statistical
classification standard underlying all establishment-based
Federal economic statistics classified by industry. The SIC 1s
used to promote the comparabiliity of establishment data
describing various facets of the U.S5. economy. Using this
system, each establishment is classified only once, by the
primary activity of the establishment, Actfvities of an
auxiliary establishment are classified according to the primary
actfvity of the establishment(s) it serves, Thus secondary
activities generally are recorded only as part of the primary
activity and are not always distinguishable as a separate
activity. For example, retail grocery chailns often owr and
opaerate thelr own trucking fleets, but when data are collected
from the establishment 1n a 5 year Census, all activities are
tabulated according te the primary activity, in this case
grocery stores. 350 Tn most cases data on the trucking activity
1s not requested separately 1n such a way to permit data feor
all components of the trucking industry to be easily

dggregated.



During economic census years {years anding Tn 2 and 7) the
Cansus Bureau collects some Tnformation at a Tevel more
detalled than the 4=digit SIC. Manufacturing industries are
covered 1n the greatest detall with information collected for
7-digit product codss from establ fshments. 1In addition, some
manufacturing forms collect Tnformation about relatsd
nonmanufacturing activities, 1ike computer software development
by computer manufacturers. Nonmanufacturing {ndustries ars not
covered fn quite as much detall. For example, during Economic
Census Years the establ ishment reports detailed activities that
are used to assign a principle kind of business (KB). This KB
code 15 frequentty the same as a 4-dfgit SIC code 11ke, 5541
Gasolfne Service Statigns. But in some cases the KB code 1s
more detatlTed Tike 55412 Truck Stops, 2 subset of gasoline
statfons. In addition, there {s a section on the forms to
report detalled sales information such as Merchandise Lines.
This section generally includes at least one nonmerchandise
recetpt 1ine, sometimes more. - Expanding and improving inquires
such as these could enhance oyr knowledge of secondary

activities,

How much activity 1s not ident{fiad separately? It 1s
difficult to tell 1n most cases. But 1n other cases we have
Timited data that allow us to make rough estimates. One sych
example 1s the auto repair tndustry. Using data from the 1982
Econemic Censuses, receipts for Automotive Repair (SIC 753)

vere $17.9 billifon. This figure only includes receipts from



7
those establishments whose primary activity ts auto repair, It
does not include auto repair done by automobile dealers or
gasoline stat{ons. In 1982, nonmerchandise receipts for
Automebile Dealers (SIC 55, except 554) ware $18.3 billion.
Industry analysts {ndicate that we can assume about 950% (%516.5
B111fon) of this total was for auto repair. For gasoline
service stations {(3IC 554) labor charges and parts instazlled
amounted to recefipts of $2.8B billfon. We can assume that most
of this was for auto repair. Combined recefpts from those twao
groups equals a total of over $19.3 hillion, $1.Z2 biTlion more
than was reported for Automotive Repair (753)1 One can see
that Tooking only at receipts from establishments whose primary
activity is Automotive Repalr (SIC 753) can cause a major under

estimation of the total auto repalr 1ndustry.

If a data user 1s not famiiiar with the way tha S5IC is
structured and the way data are collected, they could be
misled, For example, if a data user heard that productivity of
auto repair was declining, they would probably assume-that atl
auto repalr regardless of wherse performed was considered in the
evaluation. But that fs not the case. The Bureau of Labor
Statistics's (BLS) productivity measures for auto repalr are
calculated using only data from reporting units who's major
activity is SIC 753. According te the February 1988 BLS
publication, Productjviiy Measures for Solected Industries and
Government Services. output per hour of all persons in

automotive repalir shops (753) decreased at an average aanual



ratio of 1.2 percent between 1972 and 1986. To an
unsophisticated usor this may be hard to bhelieve when aute
repair shops located in automobiie dealerships have become
computerized and quite saphisticated and therefcore, more
efficlient, BLS states that factors contributing ta this
deciine in automotive repair shops (753} include; the small
size of industry firms. the large Influx of new establishments
and woerkers, the intreduction of more complicated cars and
trucks, the shortage of adegquately tralned mechanics, and the

impact of several recessions.

The measurement of secondary activity 1s somewhat less of a
problem 1n the manufacturing sector because data are available
on secongary activities. As with the other sectors, general
statistics (employment, payroll, inventory, total value of
shipments, etc.} shown for an industry in the Census of
Manufactures encompass not only the primary activities af the
estapl1shments in that industry but also thefr secondary
activities, However, the product statistics of the {ndustry
reports assemble the teotal output of specific products whether
they are produced by establishments classified 1n the same
Industry as the products or not. This means that all engines
produced regardless of the type of planrt manufacturing them,
are aggregated and published as a total., Ancther table
provides a matrix where the columns breakdown {industry
shipments into primary and secondary products and miscellaneous
receipts. So, for manufactured products, thers is some

fnformation avaflable for secondary activities.



Attached are tables showing where infermation that might be
used as seccndary activities Information was collected far the
nonmanufacturing sectors on the 19BZ economic censuses., Some
new data 1tems were added tc the 1987 economic census forms
that should provide marginal new information about secondary
activities, For example, more breakouts by type of employment
on the auxitiary forms and questions relating to construction
activities were added to some forms in both the Census of

Retall Trade and the Census of Manufactures,

Knowing the problems with the way data currently are collected
and some of the needs for secondary activity 1nformation, what
is the best way to improve Information about secondary
activities? Perhaps 1t would be best ta address the fssus to
stages., First create a user guide, as recommerded by the
Census Bureauy's American Marketing Association Advisory
Committee, showing where secondary activities information
currently are collected: explalining the differences--compara=
b111ty/noﬁcomparab11ity problems betweer data sets, and so
forth, This way users could become familfiar with what 1is
available s0 that they can be knowledgeable about the data they
are using and better able to make suggestions for improvement
and expansfon. At the same time, the Census Bureau might
improve the 1imited data that are collected. For example,
request data for specific activities 1ike auto repair or
trucking where all cther or miscellaneous recefpts are

collected, and improve the coding of these items to make cross
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tabulatiens easfer and less costly. In additicn, reaggregate
secondary activity with primary data from major Census files
where available. Then, where secondary activities are
significant, expand the amount of sacondary activity
Information that 1s collected, first on the Economic Censuses
and later if feasible on annual surveys. Employment data
probably would be the easiest data item to collects making 1t a
good place to start. It would be best to fdentify significant
secondary activities and concentrate on them rather than

attempting te cover all secondary activities at once,

We recognize that thers are potential problems with {dent{fyfing
and measuring secondary activities. For {nstance, should hoth
Income and nonincome generating activities be measured? It
appears to be much easier to collect comparable data for anly
the 1Tnceme generating secondary activities. For secondary
activities 11ke auto repatr, capturing the ifncome generating
portion of the fndustry would be extremely helpful, But fer
secondary activities 11ke trucking, large portions are
nenincome generating and would still not be recorded separately
by the firm, Further, what ftems should be collected --
recefpts, employment, payroll, expense ltems? If we attempted
te cellect Ynformation on nonincome genarating activities how
would one value the activity for the purpose of reporting
revences? If an establishment has a secondary activity that 1is

both income and nontfncomes generating, you could conceivably use

the same value for both, Byt beyond that
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1t {s much more difficult. If 1t does not appear tc be
feasifbie to collect information for norincome generating
activities, would infarmation on only the inceme gensrating
activities be helpful? Do companies keep records that would
permit them to report information on secondary activities? If
sos at what level (establishments company, division, EI cor

enterprise) of the compamy are data available on these

activities?

This paper has defined secondary activities, discussed tha
prub1ams assaciated with colltacting the data and suggestead some
ways of improving data on secondary activities. We recognize
that this paper poses as many questions as 1t ansWwers. It {s
intended to stimulate discussion and fnitfate action to improve

tnformation on secondary activities so that we might get one

step closer to measuring total Industries.
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Secondary Activities Collected on the Census of Retail Trade--cantinued

Items Collected
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Rental or Lease of
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Rental or Lease
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Secandary Activities Collected on the Census of Ketail Trade--continued

Retail
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Secondary Activities Collected on the Census of Retail Trade--continued

Retail
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Secondary Activities Collected on the Census of Retail Trade--continued

__Ttems Coliected

Retail " Rental of Rental or Printing ar “[Charges
Form Convalesent Lease of Engraving to| Fees from Eye|far Pet
___Titles Equipment Equipment Urder _Examinations |Insurance |Boarding
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Jptical Goods - X

Pets, Pet T -
Supplies




Secondary Activitius

Collected on the

Cansus of Construction Industries

[tens
Collected

Form Titles

T8uitding Construction
enaral Cantractars &
| Dperative Builders

Construction ather
than Building Const.
ConLractors

| Construction-

Special Trade
Contractors

Subdividers and
Develapers, except
Cometeries

Parcent of
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from:
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Cemetery Sub-
dividing and
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_Mapagers
Rental of
Construction
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_Equipment
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sdle of Land
Transportaticn

| 2| e

S| | D

wWnalesale
Trade




