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II.

IMPORTANCE QF SERVICES

Over the past 15 years or S50, the loosely defined term of
“Services" has captured the attention of the economists,
policy makers, and press alike, as this area has recome, and
continues to be, the fastest growing compeonent of the
nation’s eccnomy. The reasons for the increased importance
include: The changing demographics (mare two-wage earning
families, more single heads of households, and longer life
expectancy}, added emphasis on leisure activity, new
technology creating service industries that did net exist a
few years ago, the recent government deregqulation of some
segments of the economy, and businesses changing the ways in
which they,delivered'goods and services (secondary services
becoming sizable, and the trend toward contracting out fer

services previously provided in-house} .

DEFINITION OF SERVICES

There is no one correct definition of "Services", There are
different definitions of "Services™ depending on the needs
of the user/definer. For example, some data users define
gservices to include: Restaurants, satellite communications,
plumbing repair, and package delivery. Howaver, the
Standard Industrial Classification (SIC) System, and, hence
the Census Bureau, classifies the activities into ratail,

communications, constructicn, and transportation,
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respectively. The broad definition includes the entire
non-goods producing portion ¢f the economy (i.e., excludes
agriculture, manufacturing, mining, and constructicn). This
definition represents about 72 percent of the non-goods
production in the United States (75 percent of the
employment), and includes transpertation; communication;
electric, gas, and sanitary services; wholesale and rerail
trade; finance, insurance, and real estate (FIRE); services:
and government; and is commonly referred to as the services
gector. In contrast, the more narrowly defined services
industrieg of the SIC system--Division I--(which represents
about 18 percent of the total GNP and 23 percent of the
employment), include personal and business services, such
as hotels, repair, amusement, health, legal, educational,
and social services. Unless otherwise noted, thisg paper

deals with the broader "non-gocds producing® definiticn.

CENSUS v. SURVEY

In a census each unit of the universe is represented by
itself; whereas in a survey, selected units are counted
(sampled) and weighted to represent the entire universe. At
the Census Bureau, the goals of the Ecaonomic Censuses are to
define the universe by assigning kind-¢f-business,
geographic location (to zip code level in some cases),
measure of size, industry-specific output statistics, and

company affiliation to each establishment conducting



economic activity. This universe serves as a benchmark for
the recurring Ecconomic Surveys, which collect receipts and
selected industry-specific operating statistics. The
censuses provide much detailed data, but takes several Yyears
to collect, process, and publish; whereas the sSurveys
provide limited data on a more timely basis. Both programs
are needed to produce useful statistics on the level and

trend of the nation’s economy *-

Due to the sheer size of the mailout and the processing and
review time needed to publish SIC detail in 52 separate
reports (one for the U.S., D.C., and each of the 50 states
{with substate geographic detail)}, the economic¢ censuses
take 5 years to complete a cycle (results are published
between 15 and 36 months after the census refersnce year.
The annual surveys, on the other hand, require a one year

cycle and are published within one year after the survey

reference year.

Although many of the topics contained in this paper are
applicable to both censuses and surveys, this paper is
written from the census perspective; another parer Is being

presented from the survey perspective.
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IMPRCGVEMENTS IN SERVICES SECTOR DATA COLLECTICN

There are four areas where efforts are being made to improve
data collection on services in the quinguennial censuses.
These include: (1) additional industries included in the
Census; (2) exported services data collected for additional
industries; {(3) secondary services collected for additional
industries; (4) and a revised SIC system to provide more

detajiled service classifications.
A. ADDITIONAL INDUSTRY COVERAGE
History:

In order to appreciate the additional industry coverage
of the censuses, one must remember that coverage cf
varicus segments and industries did not cceur all at

once. Rather, they have evolved over time.

America’s fledgling industrial output was first measured
in the 1810 Decennial Census, when questions on
manufacturing were included with those for population.
Beginning with the 1B40 Decennial Census, a separate

census enumerated manufactures and mineral industries.



Retail and wholesale trade data were first collected in
1930; and in 1933 information on selected servica
industries was added to the data=-callection cperation.
Information on construction industries was first
obtained in 1920, although data for the full spectrum of
construction industries were not gathered until 1868,
The first transportation data collection (consisting of

several surveys) was taken for 1463.

For the 1977 censuses, the coverage of the sarvice
industries was broadened from "selected services" to
"services" by the addition of Health, Education, Social
services, and Membership organizations. The coverage of

the 1982 censuses was basically identical to that of

1977, 1/

In what amounts to the largest single expansion in
industry coverage of the Econemic Censuses since 1930,
when the Retail and Wholesale industries were first
included, the Bureau has designed a two-tiered expansion

that began in 1987 and continues on for 1992.

Due to budgetary and other constraints, the 1982 censuses
dropped coverage of hospitals, elementary and secondary

school, college and universities, labor uniecns, and political

organizations.



Phase II:

For the 1992 Censuses, the Census Bureau plans are to
further expand coverage to include the remaining 17
Transportation industries plus the 74 Communication,

Utilities, Finance, Insurance, and Real estate (FIRE)

industries.

This phase of the expansion adds over 570,000
establishments with paid employees, with over 9.6
million employees, and payroll of over $230 billion 4/.
This expansion increases the eccnomic censuses’ coverage
from 88 to 98 percent of the nation’s employees.

NOTE: The missing component is comprised of elementary
and secondary schools, c¢olleges and universities, labor
unions, political organizations, and religious

institutions.

transportation SIC’s have been collected by several
different divisions of the Bureau as part of the economic
censuses. The responsibility for collecting and publishing
rhese data has been switched back and forth within the
Bureau, and has resulted in increased user burden and some

inconsistency. Combining entire SIC groups within one census

group will increase efficiency.

1986 County Business Patterns,



By expanding to include these missing industries,
the non-goods producing industries sector achieves
coverage (although not content) parity with the

goods producing sector.

1. Deregulatioen

Why has it taken so long for the Census Bureau
to cover the transportation, utilities, comumica-
tions, and FIFE segments? The Economic Censuses are
- conducted under provisions of Title 13, U.8. Code,
which precludes the Census Bureau from collecting
data from transportation industries where data are
coarpiled and published by a regulatory body.  Sec-
oncly, in its mandare to keep respondent burden to a
minimam, the Office of Management and Budget (MB)
takes measures to assure that data collecticn
efforts are not duplicated by goverrment agerncies,
During the era of regulaticn, byproduct statistical
data were produced by the regulatory authority.
Withtherecermcb:egulationifthathasocmned,
the amount of available statistics (both regulatory

and general-purpese) have heen limited or sharply
reduced.

§/ Examples—The Motor Carrier Act of 1980 has removed most
trucking firms from Interstate Comerce Commission



(Continued)

2. Support

With the rapid growth in services 1in the economy,
and changes in the way services were delivered, the
available statistics on services were actually
decreasing due to deregulation. Private industry’s
and tradé associatlong’ attempts to collect data on
a voluntary basis for‘ghese missing segments has
fallen short due to statistically unrepresentative
memberships. Association membership lists are
usually incomplete; and sometimes include members
whose primary concern does not coincide with the
association. Also, response can be poor since there
is a built-in reluctance for a company to provide
operating data to a group whose staff may well work

for a competitor in the future.

In an effort to improve statistics on services,
several private and governmental organizations have

been formed and have lobbied, supported, and funded

attempts in these areas,

requlaticn. The court-ordered breakup of AT&T (the

telephone monecpoly) has created about 500 independent

telephone companies.
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The Ccalition of Service Industries was formed in
early 1982 to represent the interests of the
services sector of the U.S. economy. Their
objective is to "heighten awareness on the part of
the general public, legislators, palicy makers, and
foreign governments" about the role of the services
sector in the U.S. economy, and its importance to

other countries’ econcmies,

Varicus government agencies, trade associations,
companies, and academia requested additional efforts
be expended for service industries data collection.
These groups include: Office of Technology Assesg-
ment (U.S5. Congress); Waticnal Oceanic and Acmo-
spheric Administration, Bureau of Economic Analysis,
and International Trade Administration--(all of the
Department of Commerce); Bureau of Labor Statistics
(Department of Labor); U.S. Trade Representative;
Federal Reserve Board; Securities and Exchange Com-
mission; Comptroller of the Currency; Department af
Transportatien; Energy Information Administration;

and the University of Chicago, Department of Statis-

ties.
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Improving statistics on the service sector of the
economy is one ¢f the new administration’s chief
concerns. This effort is also one of the Secretary
of Commerce’s "Departmental Goals," as well as one
of the elements of the Bureau of Census’ strategic

plans to further improve data.

Conceptual Issues

As with any large undertaking, there exist many
conceptual issues which need te be identified,
investigated, and satisfactorily resolvad. With
sufficient lead time, planning, and staff; hopefully
most issues can be adequately resolved using
existing terminolegy and methodology, while -some
will require modifications to census methodology

and/or definiticns. These conceptual issues include:

a. Company reporting level--Regarding definition of
a plant (or site), the economic censuses follow
the guidelines of the SIC Manual, which is arn
establishment-based system. That is, an ecoe-
nomic entity (establishment) is defined and
classified according to the primary economic

activity performed at that operating logaticn.
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For most industries (e.g., hotel, manufacturing
plant, restaurant), data are available and mean-
ingful at the individual operating location,
Hewever, the structure of some of these to-be-
added industries do not lend themselves very
well to traditional census methodology.

NOTE: This issue is unique to the 5 year
establishment-based census--and does not apply
o the current surveys, which are typically

company/enterprise based. Some examples follow:

Railrcads and trucking companies have terminal
vards, industrial sidings, and other sites that
are used to service trains, tracks, trucks, and
cargoe. An unknown number of these locations
have not been identified to the Census Bureau
for astablishment reporting, and even if they
were, there is likely no identifiable ravenue
or other activity for these locations. Those
locations which are so identified will probably

be classified as auxiliary establishments.

For the airline industry, if a number of
distinet airlines sell tickets, board

passengers, etc., at an airport, normal
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establishment-based reporting would classify
each airline once, thereby resulting in
mualtiple establishments coded to SIC 4512 (Air
Transportation, Scheduled), plus one
establishment coded to SIC 4581 (the airport
itself). There will be no attempt to set up
separate establishments for each ticket counter
(baggage handling site, etc.} at an airport for
the same airline. Also, depending on an
airline’s ability to report separate data for
its activity at each azirport within the same
metreopolitan area, the airline may report

consolidated data for the metropclitan area;

and this wounld constitute an establishment.,

The bkanking industry is increasing its reliance
on standalone autocmatic teller machine {ATM)
locations, However, since ATM’s do not have
payroll or employment, these locations will not
be counted as a separate establishment,
Further, any revenues generated frem
transactions through a standalcne ATM will be

included with the branch lcecation that services

the ATM.
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Insurance carriers provide ancther example where
the concept of an establishment is not
straightforward. For example, an insurer can
occupy an entire multi-story office building
with its various activities (i.e., life
insurance (SIC 6311}, property/casualty
insurance (SIC 6331), pension funds (SIC 6371},
etc.). Although many functions and activities
are taking place in the one lgcation, there is
ne one single industry classification which
covers all these activities. Because of the
regulations governing this industry,'separate
data are required and reportable for each iype
of insurance activity. In this instance, the
Bureau is investigating whether to create
multiple establishments at a single physical

location,

Ancther issue is c¢lassification of "establish-
ments" located in retail stores. Far example, a
leased tire, battery, and accessory department
in a discount store is counted as a separate
tire, battery, and accessory store (SIC 5531).
Using the same logic, a real estate sales office

leased department located in a department store
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will be counted as a separate real estate gffice
(SIC 6531), Likewise, an independent insurance
leased department will be counted as a separate

insurance agency (SIC 5411).

Geographic detail--(The issue of geographic
detail is related’%h the éstablishment reparting
concept.) NOTE: This issue is unique to the &
year establishment-based census and does not

apply to the current surveys, which are mostly

UJ.5, based.

The economic censuses historically have
collected data for each physical location
{establishment, plant, site). For most of the
censuses, the basic data are published at the
U.5., state, MSA, county and place levels, For
Some censuses (Retail and Service), some basic
data are published at the very detailed zip code
level; whereas for other censuses the most

detailed geographic level published is the stats

level.
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If, for certain industries, it is determined
that the establishment level is meaningless,
(e.g. utility company substations), there is no
need to collect data at the gecographic detail.
Conversely, if the firms cannot provide
meaningful geographic detail,it is futile to
attempt to publish establishment-based data.
Employment and payroll may be reportable at the
establishment level, although the same may not
be true for other data (e.g., revenue). In
order to obtain these data, the data user may
have to sacrifice geographic detail because
these data may only be reborted on a

conselidared basis.

Measure of volume--The Bureau attempts to
measure econgmic activity in terms which are
comparakble across the different economic
censuses (i.e., payrol; and employment--both
input measures). However, output measures vary
by industry. As an indication of cutput,

the wvarious censuses traditionally collect

data on other non-comparable mesures such as
sales, operating receipts, revenues, or
shipments, (The term "sales" can be thought

of as merchandise rung up on the cash register
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at a retail or wholesale store. "Operating
receipts" refers to the income generated faor
providing a service. "Revenue", a term used to
measure activity of not-for-profits, refers to
the sum of "operating receipts" plus
contributions, interest income, grants, etc.,
which may not be related to services provided.
"Shipments™ refer to the value of merchandise
leaving the manufacturing plant, whether or not

it has been sold.)

Since many of the industries to be added in the
1992 censusas have their own trade-gspecific
cutput measures, the Bureau must determine the
appropriate measures to be ¢ollected and
tabulated. These include: insurance -
underwriters {face value of policies, agsets);
railroads and local transportation (subsidies);
banks and savings and loan companies {gross
deposits or assets); real estate agents and
companies (commissions); and trusts and
investment offices (interest). Note that some of
these measure size, not activity. The prcper
industry measure for operating income may best
be determined independently for each of the

varionsg SIC classifications.
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With these newly-added industries there are
instances where the revenue is generated froem a
location that is removed physically {and classi-
fied differently) from the location where the
services were rendered. A ticket on a domestic
dirliner can be purchased at a ticket counter at
a foreign or domestic airport, or from a travel
agent (a different SIC major group). Thus two
different industries, (airline and travel
agency) can perform the same function {selling
an airline ticket); and/or the activity be
measured at a location geographically removed
Erom the site where the service is finally

delivered (travel agency v. the airport).

Employee--"Employees" in certain newly-zadded
industries technically are not true employees of
the businesses in which they work; e.g., real
estate agents and insurance agents usvally are
not paid employees of the agency in which they
work. Rather, due to tax laws, they are
considered self-employed persons, or independent
contractors, and need to be countad differently
than emplcyees in industries with mere

traditional employee~employer relationships,
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This so called “independent contractor" category
presents a problem to our data collection
efforts since there are no readily available
administrative data with which to estimate the
gize of the industry, nor to use as proxy if the
respondent fails to report employment and
payroll data. These data for the traditionally
covered industries are readily available from
administrative sources. But, kecause of this
disparate treatment, obtaining data for these
"amployees" will require access to various tax
forms which we do not currently receive, as well
as additional data collection efforts in the
census. BAlsc, special efforts must be taken to

link the data from these two sources.

Public and private cperaticns--Traditionally,
the economic censuses exclude establishments
which are cperated by a government (or elected
officials). (Exceptions--liquor stores and
hospitals.] The 1992 expansion will include
some industries which have sizable public
{governmant) components. Examples of these
industries include railrgads, school buses,
sanitary services, and some banking and

insurance activities, 1In some states these
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activities are exclusively private, while in
others, exclusively public. & drawback in
creating the mailing list is the fact that the
private operators c¢an be identified from one
administrative source (IRS) whereas creating a
universe list of government establishments in an
industry would require access to countless

administrative lists (if in fact, they exist).

Another drawback is that the activities may not
be separately identified from other public
governmental functions (e.g., some governmental
units might have data for schocl bus operations
separate from physical schoel plant cperations,
whereas others might combine the two). Coverage

of government cperations will vary by industry.

Administrative data availability-- In & full-
count census, every unit in the universe is
tabulated. For the quingquennial economic
censuses, this means tabulating data for abeout

6 million establishments with paid employees and
ancther 6 million establishments which have no
paid employees. Rather than subjecting 12

million establishments to gquestionnaires asking
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for operating data, the Census Bureau, in an
effort to reduce reporting burden and costs,
utilizes administrative records of other Federal

agencies to a large degree.

Establishments with no paid employees are not

mailed gquestionnaires. Rather administrative

data from IRS are summarized and published
Pujnins

separately from thé "with paid employee®

segment.,

For establishments with paid employees, the
economic censuses and surveys use the Bureau’s
Standard Statistical Establishment List (SSEL)
as the master list for sample selection,
mailing, and estimating for non-response. The
SSEL contains individual detail records created
by using the gquarterly emplcyment reports of
Social Security Administration {(SSA) and inceome
tax reports of the IRS. These forms are filed
by the companies with the taxing authorities.
For nultiple establishment companies the SSEL is
supplemented by an annual Ceompany Organization
Survey, whose main purpose is t¢ identify new

and changing physical locations and ownership.
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In an effort to reduce respondent burden, the
Census universe is stratified by industry such
that the larger operations are mailed
guestionnaires, and the smaller cnes sampled.
For the non-mailed cases, as well as the cnes
who do not return their questionnaires, the

administrative data are used.

Several of the previocusly addressed conceptual
issues are influenced by what data are/are not

available from these administrative records.

1) The measures of volume may vary between
industries--however, some of the measures
may not be available on the IRS forms, and
others may reguire additional keying;
handling, et¢., in order to ke made
available to the Bureau. For example, the
administrative data for sales (or receipts)
come from a specified line from a particular
IRS form. These data reflect exactly what
the Bureau asks on its report form from a
retail or service establishment. However,
another measure (e.g., rental income} may
be the preferred measure of economic
activity for real estate management

companies.
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Administrative data for these businesses may
pe reported on a data line (not currently
provided to the Bureau) from a tax form
already provided to the Bureau, or on a tax

form which is not currently provided to the

Bureau.

2} "Paid employee", as defined by the taxing
authority, follows current tax law.
However, nc data are available on the many
people who perform various services not as
paid employees, but as independent

con-tractaors.

Also, depending on how a wholly cor partially
government-contrelled entity is orgqnized,
there may not ke existing administrative
data by establishment (e.g., a governmental
entity might have data cn number of employees
working in education, but not know how many

drive a bus compared to how many c¢lean the

buildings) .

4. Pretest Planned

In order to test the forms design, questiconnaire and

instructions wording, data availability, and data
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reporting proplems, a pretest is planned for early 1990.

Hopefully all of the existing conceptual iasues will

be uncoverad by the pretest, and resclved pricr t¢ the

1992 census.

EXPORTED SERVICES~-The exported contribution to the services
sector is now deemed to play a more important role than
originally thought. There are adequate programs already in
place to collect export data for the goods producing

sector. However, the same is not true for the services

sector.

Goods can be inventoried and counted (and the Customs Sarvice
has the necessary export and import documents); wnereas
services do not fit the traditional export/import
methodology. BAlsc, services are gdifficult to measure,

sinece they may not be created until they are consumed

([cverseas) .

The Standard Statistical Establishment List (S3EL), which is
the universe for the censug, contains data on domestic
payroll of firms, regardless of which country the firm calls
home. Thus, for a U.5. firm which has branches in both the
States and abrcad, the SSEL reflects only the payroll (and
thus the economic actlvity) subject to U.S. payroll tax
laws. Conversely, a foreign-owned company with some plants

in the U.S. also would have its U.S$.-based activity on the
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SSEL--assuming the operating employees are subject to U.S.
payroll tax laws. Within these guidelines, the economic
censuses ccollect data only on domestic activity. Service

industries which are apt to have significant domestic

receipts from foreign clients are asked to repart those

receipts separately.

In everyday terminclogy the feollowing examples illustrate
the conceptual issues involved in determining (and the

Bureau’s handling of) these exported receipts:

1. A New York City barbershop cutting the hair of a
foreign student is considered an exported service by
mest (but not all) data users. Since providers of such
personal services would have no indication of the
citizenship of their individual clients; the Bureau dpes
not ask such a question of personal service providers.
The question is asked of "business services", which are

mere likely to know the nationality of the final user.

2. A Los Angeles firm sending some U.S. employees ta the
Far East to provide consulting services for factory

development is considered an exported service.

3. A Florida company has a subsidiary in South America.
The South American location is staffed by the local

population--this activity is NOT considered exported

activity.
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1982 was the first time that the exported services
gquestion was asked of specific Service industries; it
was included on four report forms {six industries):
computer and data pracessing services; management,
consulting, and public relations services; equipment
rencal and leasing services; and engineering,
architectural, and surveying services. For.the 1987
Cansus of Service Industries, in addition to the
previous four industry groups, the question also was
asked of firms classified in advertising, accounting,

legal, and research and development (for a tetal of 26

industries).

Note: While the Census Bureau has the responsibility
for collecting data on domestic activity, the
Bureau of Economic Analysis (part of Department
of Commerce) has the responsibility for data
collection of internatignal services of domestic
companies. Their program collects sample survey
data for selected industries on the value of
exports, regardless of payrcll tax coverage

{a major constraint ¢f the Census Bureau),
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CONTRACTED SERVICES

As any economist (or even casual reader of the

Statistical Abstract) will confirm, there has been a

marked increase in the level of service activity over

the last decade--far cut pacing the goads-preoducing

gsector. Some of the growth--as yet unmeasured--is due

to the increased practice of firms contracting out for

services they previously performed themselves. This

occurs for various reasons inecluding:

2.

Due to a company not wanting to be bothered by
complicated payroll tax and empleyee benefit laws,

a manufacturing company releases its employees on
Friday. On Monday the same people report to work
and perform the same jokg, but now as emplcyees of

a perscnnel supply firm., (In this example, the
employment would be lncluded in the personnel supply
firm’s statistics, and dropped from the operating
plant., In scme cases, the Bureau is taking measures
to add these "lost"™ employees back into the

operating plant’s statistics.)

A furniture retailer wants to reduce the capital
tied up in its operations, so it sells its trucks

and contracts with a trucking firm to deliver its



28

goods. Statistics would gshow a drop in emplcyment
(no change in receipts) in the furniture industry,

and a gain in both receipts and employment in the

trucking industry.

3. A company decides that it is more profitable
contracting out for acecounting services on an
as-needed bagis, instead of keeping several
accountants on its staff. Again, the same

statistical aberrations would appear.

Looking at the last example in greater detail, assume a
company has an in-house staff performing a secondary
activity {i.e., the accounting activity of a legal
firm). This accounting activity would be combined with
cther support functions, and since it is not revenue
producing, there are no separate receipts data on
accounting activity. As time progresses, the company
may opt to purchase the service on a contract basis
{rather than keep employees on its payro}l). Then the
accounting firm (which has been awarded the contract)
would include the activity with its own receipts and
payroll. The resulting aggregate industry data would
indicate an increase in the payreoll and receipts of the
accounting industry, a decrease in payrcll of the legal
industry, but no change in output (receipts) of the

legal industry. This distorts trend analysis for both
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industries, since NO actual change in activity took
place. It would be interesting to know the impact of
the growth due to contracting out for services.

Unfortunately, this information is not presently

avallable.

SECCONDARY SERVICES

Many of the users of service data are more interested in

the level aof service activity rather than establishments

classified as service.

The establishment-based coding system classifies each
establishment once, which means that the en;ire gconomic
activity of the operating unit is classified into the
industry ¢f the primary activity, at the expense of
clouding over detalled data on secondary and surport
activities. Thus a plant whose receipts are derived
from legal services (even though it maintains a large
accounting staff) is c¢lassified in SIC 8111, and one
whose principal activity is baking bread (a manufactur-
ing industry} is classified in SIC 2051 (even though the
bread company cperates its own fleet of delivery
trucks). Since the Census Bureau’s Economic Census
programs are tied to the establishment-based concept,
much of these secondary and support data are not

separately identified.
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In attempting to quantify secondary service activity,
assigning a value to the service provided presents a
problem. While a firm may be able to identify gosts
(expenses and employment) associated with the activity,
usually there is no separate identifiable income gener-
ated that would allow a value to be assigned to the
activity. This makes it difficult to collect output

data on the gecondary service activity.

Sometimes a company becomes so proficient in providing
in-house secondary service, that the secondary activity
evalves into an income-generating activity, is spun off
on its own, and is marketed to other firms. 1In this
Case the establishment statistics would show an inerease
in activity, when, in reality, the level remained
unchanged. The airlines industry reservation system
provides such an example, i.e., alchough originally
designed as a support service (non revenue-gensrating)
for use by its affiliated airline company, the service
is now sold to many airlines and travel agencies, and

earns receipts on its own merits.

Although there are published tables containing data on

Secondary service activity for various industries, they
are by nc¢ means exhaustive. The data are collected and
published only for those industries which have

significant secondary service activity.
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In order to measure all secondary activity, inquiries
would have to be added to all econcmic report forms
requesting data on the varicus secondary activities.
For scme reporting units (depending on SIC, company
structure, and size of operation) the data would be
available and reportable; while for others, the data

would be unavailable and insignificant.

chances are an automobile manufacturing plant has
employees who work full-time providing accounting
sarvices; whereas a small retailer may have cone employee
who performs some accounting services, in addition to
ordering, stocking, selling, managing, etc. For the
small businesses, the data are meaningless, possibly
unreportaple, and subjecting these companies to such
inquiries would prove excessively costly in terms of
economic data gathered. However significant these data
might be at the aggregate level, as a practical matter

the data can net ke collected,

For the 1987 censuses, questions on seccndary service

activity have been added for industries where the
activity is significant. Heowever, since the secondary
service activity is collected independently within each
of the various economic censuses, painting a complete
picture requires access not to one publication, but

rather many separate publicaticns. Assume a data user
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wants retail sales of gasoline. A ‘gascline station’
whose receipts are primarily from gasoline sales is
clagsified as a gasoline service statiom (SIC £E541),
regardlegs of its repair work, Conversely, a ‘gascline
station’ whose receipts are derived mainly from
automocblle repalr is classified as an automotive repair
shop (SIC 753) regardless if its gasoline sales. The
good news is that gasoline sales are collected for both
industries. The bad news is that there is NO one
publication which presents total gasoline sales. The
user must access publications from both the Census
Retail Trade and Census of Service Industries. This
confusion has caused the Bureau to gquestion whether to
create a separate report containing secondary service
activity. Tables would be culled from the various census
reports, and duplicate data already published. However,
due to budgetary comstraints, it has been decided that

the funds could be better spent elsewhere.

QTHER SERVICE ISSUES

NONEMPLOYER FIRMS

Smaller owner-operated businesses (nonemployers)
represent an important segment of the services sector.

Reduced barriers to entry and small capital investment

have encouraged the growth in the number of small firms.
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Also, many professicnals have left their employer,
started their own independent business, and taken their
previous employer as a client. Some estimates indicate
that over 60 percent of the service establishments are
nonemployers. There is a problem in identifying and
locating them, Unlike a retail store, which usually
locates near its poteﬁtial customers and generally hag a
sign outside its place of business, many of these
nonemployer services operQEE from their homes and do net
place a sign on the premises. Also, many services are
not performed on the premises of the business, but
rather at the client's home or business. As described
earlier in this paper, in an effort to reduce reporting
burden, establishments without paid employees are not
mailed questicnnaires. Rather, selected data are
gleaned from approximately 12 million records from the
IRS. Records wnich have an indication of payirng wages
are dropped (since these are included in the mailout
portion), the remaining records (approximately 6
millien) are tabulated and summarized. Then the results
are published, albeit separately from the employer
segment, due to timing and the fact that the

classification codes con the IRS forms lack the detail

contained in the SIC.
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SIC REVISICN

The SIC system represents the Federal Government’s
gystem for promoting consistency in industrial
classification across its many agencies, and is the
responsibility of the Office of Management and Budget
{OMB)} ., Many states, private companies, and acadenia
also have incorporated the system, which was recently
revised in time for the 1687 Economic Censuses. For the
1987 revision, OMB’s Technical Committee on Industrial
Classification, with representatives from Federal
statistical agencies, reviewed numercus recommendations
from private industry and Government agencies to expand,
clarify, and redefine service industries. Since the
Census Bureau does not eﬁpect all emerging industries to
have their own SIC code established in the 1387
revision, some would continue to be classified in the
"Not Elsewhere Classified" ({NEC) category. The (Census
Bureau will, however, have the capability te include
additional classification questions for a number of
these "NEC" industries that would enable it t¢ publish
more detailed levels of industry classification, and

provide data to Justify a future SIC revision.

The services sector makes up over 70 percent of the U.S.
economy but accounts for only one-third of the 3IC

codes. The 1987 SIC Revision created a net increase of
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19 Service industries, and 8 industries in Wholesale and
Retail Trade; while Finance, Insurance and Real Estate
(FIRE) industries had a net decrease of 20 industries.
This decrease in the number of FIRE industries reflects
the ambiguity and the complexity of the interrelation—
ships among these industries, much of which is caused by
deregulation allowing certain industries to assume

functicns previously limited to other industries,

TECHNOLOGICAL IMPROVEMENTS/SHIFTING CONSUMER DEMANDS

Changes in demcgraphic factors (e.g., increased dispos-
able income, more two-income families, and a greater
emphasis on leisure activity) and improvements in tech-
nology has caused shifts in consumer spendiﬁg patterns.
This leads to new industries (e.q.,, lawn maintenance
services, video rental, etc.), and renders others obso-
lete {e.g., television repair). These ﬂew induétries
are born before the statistical system reccgnizes them.
Thus no data are collected. In an attempt to collect
subindustry data prior to the industry being recognized
by the SIC, the 1982 Census of Service Industries
collected data for 20 subindustries which were made
industries in the 1987 SIC revision. Ry guessing which
new industries will be created, and by collecting data
for them, the Bureau will be able to provide additional

detail for trend analysis for sub-industries before they

achieve industry status.
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CONCLUSION

The many questions and issues that are currently belng
investigated (and those not yet discovered), combined with the
initrial canvas of such an important and growing segment of the

ecenony, will challenge us in the present and near future.

Thank you!l



