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The U.S. Census Bureau is the Nation's major data mgpplier. It is the
factfinder for the Nation gathering data on the population, housing, Iusiness,
agriculture, government finances, fareign trade, and many other subjects. The
Burean oocupies a pre-aminent position as a collectar and disseminator of
statistical information. Our role is to provide domestic general-pirpose
statistics primarily to Federal, state, private frdustry, and individual data

users.
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derequlation events. We frequently find that services are changing faster
than our ability to identify the new activity, classify it, and measre it,

Services are defined in several ways. A narrewt definition of services owers
anly personal, business, and professicnal sarvices. The broadest definition

ofmvimsmmmhﬂmiesmwm-mmgm. We
typically use the broad definitien.

Servinsarearaalpartofmrdzargmglives. Hare are only a few of the
mmﬂdnrgﬂn;mvimsﬂutmarfectinghwmmietymtas:

1. Comunications

= telecammrting (working at home via telecemmnications deviceg)

2. Transportation
— cantimed changes in air fare structure and routes
—dxangesinspead,fc:storgoocbtrans;n:t—-ajr, trucks, ard so forth.
- express mail sarvices
Transpart analysts project that in the early 1990's, S0 percart of
transport operations will be commications (arrently estimatad as
20pemerrtounnmimticns/50pa:watmm1tofgmds}.



3. Financial Services
— recent changes in banking services (exparded credit cards, fast check
Clearance, AIMs)-~norbanks providing banking services
-— growth in searity and camxxdity dealers (volume and speed)

4. Recreation and leisure
— increased legalized gambling plus lottaries
~ health spas
— video rentals

Services have always been with us...so...uwhy are we conoermned about gervices
data now?

The data carrently available are not sufficient to meet the important needs of
public policy officials ard private decision makers. This situation exists

for three reasons:

-— rmtadmlogyﬂntprmtasgrwth,dﬁngmhnwservimmdeliv&mﬂ,

— deregulation of major camponents of the service sector that also resulted
in lcss of statistical information

— Crganizational complexity of businesses providing services (incorporating
new services with incressed vertical integration)
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The overall growth in the services sector over the last few decades has been
6o dramatic that the U.S. economy is now largely services oriemted. For
exzaple, in 1970, services ware approdmately 65 parcent of the GNP. In 1986,
this percent had grown to over 70 percent. The goods-producing sector also
has irncreased in absolute terms over the same pericd, but its relative
percent growth from 1950 to 1980 in the service sector in constant dollars.
From $257 billion to $833 billionr—a 225-percent increase. On the other hard,
goods production rose from $251 Billien in 1950 to $465 billicn in 1980,
representing only a 85-parcent increase.

The existing data do not give us a clear picture of the importance of services
to the U.S. econamy.

There is a wealth of surveys and detailed data published for the mmaller good-
producing sector, campared with the limited data available for the dominant
service sector. Also, data cullection in the service area is camplicated by
diverseﬁﬂastrias,dymmicd&mgas,lugeumbersofmllﬁm,mﬂmﬁqx
neasurement preblems. The range of industries varies from marual services to
high—tech services with vastly different technical definitiong for each
subsector. The impact of over 6 million nonemployer firms where the cwners
are the employees presents a real data collection problem due to limited
records being maintained. Measuring intangible services presents a mumber of
Preblems in many industries where physical items are not available to cort or
to easily determine quality.



Partially because of these conditions, measurement of service industries
Tresulted in a low priority in the past. We now f£ind curselves reaching for
data that do not axist. For example, years ago, camputer software was
pﬁmrilydevelcpadbycmp:termmfmn:trmisdevelcpadmﬁsoldby
mmracuxers,sofhmnﬁ:m,merﬁms,mﬂirﬁividmls—frqmtlyasa
Recondary activity to the firm's principal activity where all activity is
sxpanded detail data collection to simply understand these changing
corditions. Expanded subindustry data will aid in future SIC revisions also.

ﬁmis,hmuver,mw,mrmtmsmfcrﬂnmityofsﬂvim
data. That is derequlation.
Deregtﬂatimbrmlghtabamamqusinrmfimcperatadarhmﬂwy
were organized. These changes have impacted the basic struchire of selectad
service inmdustries. In addition, there has been a serious loss of data that
ae‘rvadbuthregulatorya:ﬂmic puaposes. These statistics were typically
by-products of the regulatory process.
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irdastries,ﬂaetotalwlmofsmicesptwidedtohnhmmﬂm

didmtd:argedramatically,mtﬂmemin\hi&ﬂtywemprwideddwged
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consamers id not change dramatically, but the way in which they were proviged
charged significantly. Very few inmdustries were adequately measurec during
these changes.

Complex Company Organjzation

While we know that changes are constantly cooxrring in the way fixms do
business, we do not have the neceasary data to assess the impact of these
c:hang'es. Same of the issues in guestion are: Fram a data users point of

view, what do these changing mmbers really mean?

ies that previcusly
staffed in-house service operations for legal, arocounting, food service,
trucking, and so forth now comtract out these services to specialized
firms in these fields. When cotracted aut, the activity appears in the
statistics as an inmease to the specific service industry. In fact, the
same econcmic fimctions ocourred as in the past, bt the previously
integrated industry now shows stable reverue with a dacline in employment
(with "increased labor productivity™), while the separately identified
spport service industries record increases. Vertical integraticon is the
reverse caxlition and similarly results in less than clear stat.stical
descriptions of selectsd irdustries.

Eplovee Leasing--Employee leasing imvolves production or sgpport staff
having their employment status transferrsd from the original or using

firm, to an external employee leasing firm. The employees oot .rue to
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perfom the same function at the same location as befare, exrept they are

technically now employees of the leasing campany not the company where
they physically work. Enployment and payroll data for employee—.easing
firms have increased significantly, with employment and payroll for the
original firm declining, acain with no real charge in leasor activity.

Secandary Services——Secondary serviece activity at individual
establishments is expanding, both as incame-producing activities and as
inhouse (captive) mupport functions. Statistically, these secondary
activitiesaxelostasaprcperc:mpunnﬁofthairirﬂustryarﬂ Frouped
together with the primary activity of the establislmernt. We have a
working paper on this topic. [A recent example in the U.S. economy
imvelved actamctive repair, published at about $19 billion for firms whose
major activity is the aute repair industry. Actually, there is another
$19 killion in auts repair receipts developed as "secordary service
activity" by other types of business such as retail auto dealersnips and
gasoline service stations. The correct "activity® total approcimates
$38 billion. ]

To fully understand such activities, we nesd better adfitional mossires to
separate out these significant shifts in the way business is being comducted.
Federal agencies look to the Census Pureaun to prowide macro—econaomic measures
and encogh detail to provide data irpots for their own very detailes rograms
of prices, productivity, capacity, investments, and sc forth. Privaze
industry has similar data expectations and, naturally, they want detailed data

guickly. Presently the limited measures we do provide such as tota® revermes,



erployment, and payroll can hide ar duplicate key activities and, therefore,
give false measures of many industries.

Bow are these programs kept up~to-date?--Through Outreach, Consultation, and
New Frograms

Over the years, the Burean has gained a wealth of experience and developed an
extensive program for oconsulting with users of our statistics. This is done
throuch a system of forma! and informal contacts with both users anr providers
of data. They include: advisory committees, conferences, and workshops along
with visits to representative companies and contacts with trade asscciations.
These contacts ensure that respondent businesses can report the dats without

uncdue barden, and that we can collect meaningful data that are not chiplicated
elsadhere,

In 1984, the Congress of the United States instructed the Census Bnean (that
has responsibility for general-mopcose statistical measures), along with the
Bureau of Economic Analysis (for GNP and input-output measures), and the
Bureau of Labor Statistics (for price, wage, and productivity measures) to
evaluate the loss of data due to the reduction of regulatory statistical
mograms.  Also, for it's programs, the Bureau would determine the espaxients
ability to report the requested data, the mmber of hours of report ng burden,
plus any potential duplicaticn with other data souorves. We were instructed to
develop proposals to £i1l major data gaps.



First, let me describe what I mean by a “data gap" in the cxryent prvgram.

°®  no reliable National measurement exists for a key industry

(four-digit SIC).

° & ¢lear need for mmmary data and limited detail breakdowns.

The Census Bureau has well-established census and oorrent programs oovering
the govermment sector as well as the distrilhutive trade areas of wholesale and
retail. Therefore, the Bureau focusad on the following camponents of the
broadly defined sexrvice sector as we develmed Nnew sUIveys or exparcad
existing programs:

Persanal, Business, and Professional Services—1323 industries, 16.5% of GNP
Transportation—-50 industries, 3.4% of GNP

Public Urilities—=14 indnstries, 3.1% of QP

Coammications—5 industries, 2.7% of GNP

Finance, Insmrance, and Real Estate (FIRE)—70 industries, 16.4% of GNP

The philoeopy of our auorent program, at this time, is to cover fesmer
industries hat collect irdepth data to understand charging conditiaors

(versus more industries with only a minimm mumber of data items). X S-year
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census has a different objective: cover all industries, identify changes
in camany arganization/ownership, collect minimam data for size measires,
revise establishmernt-level classification, and publish data at state amd

gubstats levels.

Historically, the Census Bureau has had limitad subject-matter expertise in
industries regulated by other agencies, who oollected statistical data as part
of the regqulatory function.

To quickly identify cuorent data levels and neexds in the previously regulatad
areas, we contracted for research with the National Academy of Scierce. Two

reports were published. The first was "Statjstics for Transpertaticn,

piblication docmentad and evaluated the requlatory data in existence, plus an

overview of known user needs. The secord report was "Statistics Atxsat Service
Industries: Revort of a Conference." This addressed a mmber of measurement

mroblems that should be addressed through indepth ressarch. The Cersus Bureau
also:

— contracted with oonsultants and industry specialists to produce papers on:
the services sector in 10~-50 years; an analytical framswork for imput and
outpat, changes in information techrology, and the health care ' ndustry

- caxducted inhouse research on priority areas such as air transixrtation
and temporary help sapply
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Other U.S5. Federal agencies have developed service-related research overing

CQrrent surveys on a monthly, cuarterly, and ammaal basis are designed to
provide more up-to—~date measures of tremds and levels of business activity.
The Census Bureau's cwurent sample sirveys vary in the level of detail data
collected—monthly srveys include anly limited key measires such as sales
ard invertory data, while armuals typically collect imdepth data items.
The dojective of inclhding detailed data items are to provide improved
GNP measures and to provide other data users insight into subindustry
conditions such as changing quality, price, or prodxctivity measures.
Almost always, additional data collectieon is required to guartitatively
measure these special comditions. A brief description of our existing amd
proposed service swrveys includes:

Service Anrmial Survey
The current survey program epansion began in 1984 with the Service Anmual
Survey program—we added 23 industries to the coverage. This new coverage

included advertising, camputer services, engineering, accounting, perscrnel
Bply, ard more,

For the 1986 Service Anmual Survey, we added six new industries (hespitals,
nancoomerclal research labs, day care centers, vocational rehabilitation
centers, residential care facilities, arnd boarding houses). For selectad
service industries that included profit and norprofit organizations, we
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providerd a breakout of receipts ard revermes by tax status (selected health,
husiness, smusement, and social services). In addition, we published data for
20 farr-digit imdustries that were previously published at less detaled
levels.

Traditionally, the armual program has produced anly estimates of total
operating receipts., This single measive, vhile better than vhat existed,
limited cur understanding and amount of analysis possible for these
industries. Therefare, in the 1987 Service Anmual Survey, we expandad the
nmber of data items collected for six industries: travel agencies, tour
operators, employment agencies and temporary help services, morsing and
pergsmal care facilities, and ostpatiant care. We added a breakot of
receipte, detailed experse data, and selected industry-specific guestions.

Anmial data are published about 8 months after the end of the reference year.

In addition to exparding ooverage arnd detail to our existing prograns, we have

improved coverage by developing new ammual surveys. As a result of <he

National Academy of Sciences' stidy and other research, the trucking industry
was identified as ane of ax first pricrities.

Tis survey initially covered 1984 and 1985 and included sbart 25 d:ta items
on revenue, expenses, and inventories of trucks and trallers. These data
partially filled the data gap left by reduced requlatory programs.
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We expanded the sirvey the following year to meet the growing needs of data
users. To better urderstand the camplex, imtegrated cperations, and fee
policies that recently developed within the industry, we collected 50 data
items on reverne sownces, new types of expenses, ard types of commed.ities
hauled.

Throughout o research, data ussrs expressed a strong interest in the
commmications industry. This industty includes a number of nesr and
significantly growing areas, sxch as cellular telephones, including radio
telephone services, radio and television bhroadeasters,; cable television, and
satallite commmications. In 1582, deregqulation eliminated the detailed cost
ard pricing statistics that served both requlatory and econcmic measuremert
needs.

Fending Arpnaal Survey of Cowmmication Services

The Census Bureau developed plans to proiuce basic financial data or the total
commnication industry, now estimated to be between 140 and 160 billion
dollars a year., The Census Bureau's anmual program was designed as a sanple
sarvey, which would be mandatory to assure quality data. The Burem. has
continued discussions with the (MB on criteria for making surveys mandatory

arxd we hope to have an agreement soon on our propoeal to conduct th s suorvey.
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The Bureau also develcped an armal survey to cover charter, rural, and
intercity bus activity, estimated to range between $5 and 8 billion in armmal
receipts. This sirvey would collect data on reverues, expenses, lnvertaries,
and ridership, which has been impacted by deregulation. Intercity and rural
bus Bervice is kown to have decreased die to other more populay farms of
transportatian. Charter and tours have grown significantly as irdicated by
1,500+ new fims in just 1 year. The initial proposal for this mirvey was
denied by the (MB. However, we are akiressing MB's concerns about the

sxrvey, and hope to receive approval for conducting the survey next year.

Rrture Qensus Bursau Expansion Plans for Ourrent Surveys

We plan to contime identifying data gaps, monitoring the changing needs of
data users, and proposing improvements to expand the data base on demestic
service industries. The following list of new surveys or expansian to
existing sample survey programs represents oor present priorities. The actual
implementation will depersl én budget authorizations, which are sameshat
uncertain at this time.

BErand Service Armuial Survey

For the survey year 1990, the Bureau proposes to increase the amouar: of
detaijled data items collected for key industries covered in o SerAdce Amual

Survey. The new data items will provide revemwe breakdowns and expense data.



Industries under consideration inciude equipment remtal and leasing:
artombile rertal and leasing; comwter and data processing services
management, consulting, and public relations; and offices of health
practitioners, and amisement parks.

rtation joces

Requlatory reform has had a profourd effect on the arrangement of freight
transportation as traditicnal lines of delineation between arrangers of
freight transportation and the shippers have became blirred. All punlic data

collaction on freight forwarding cesased in 1980.

He propose a sample survey oovering all employer establishments fror a
universe of 34,000 establishments providing transportation services (SIC 47).

Estimates of dollar volume size for services incidental to transportation

range from $12 to 14 billion anmually.

are essential to the calaulation of the G¥P and the Federal Reserve's flow of
funds accounts, such data for oxporations classified in business services
industries have never been collected by any Faderal agency. We prorose to
produce quarterly statements of income and retained earnings, halarce sheets,

ard related financial and crerating ratices.

eccnomic growth or decline frequently ocaar in industries coded as “not
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elsadhere classified.” Accordingly, the four-digit irdustry-level statistics
for "catch all" and high-growth classifications often mask their true function
ard influence on our econamy. ‘This program of one-time sxrveys will give us a
better understanding of subindustry changes betieen censuses and improve the
acoracy of GNP measures. The results also will aid in the design cf the

19562 census.

Nearly 20 percent of all intercity goods transportation in the United States
is by water, and passenger travel by water is one of the fastest-growing areas
of the travel industry. The swrvey will provide basic financial data on
evpences ard revermias, which are estimatad at $7 to 9 billion a yaar. At
present, there are few data of this type available at the industry jevel.
Bisting data sources deal almast exrlusively with the physical character-
istics of the system, vessels, waterways, and port facilities of the
industries; or on comnodity movements.

Erhancedd Smal] Bncimecs Data

An important and inordinately large amount of service industries are camprised
of smal)] firms that are primarily scle proprietors and partnershipe This |
proposad enhancemernt will provide ammual estimates of the dollar vo.ume of

receipts for all sectars of the econamy for the nonemployer universe. These
data will provide the capability to track the rapid charges within ~he small
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business community. The Pureau will assamble the data (receipts, principal
business activity code, and so forth) from existing administrative records.

For survey year 1991, we will revise oar existing sample of firms used on our
ammuaal surveys., This is dne every 5 years. The 19921 revision will reflect
the camversion to the new U.S. industrial ocding system developed ir the
1987 SIC Revision. This SIC revision created some new service cateccories
while merglng othere together., By SIC division: (1) persorel, husiress,
professicnal services had a net gain of 19 industries (44 new catexries,
replacing 25 old SICs); (2) wholesale/retail had a net decrease of eight SICs;
and (3) transportation/FIFE had a net decrease of 25 SICs.

Only limited data on purchased services have been collected every 5 years in
the econamic censuses. We estimate that aur census data on value acded in
ma;xmfacu.u'in;iswerstatedbywpercentcrmmasaresultofm
collecting information an costs of purchased services, This proposed

1992 improvement will provide for anmual collection of data on purchased
services by mammfactirers.

Irprovement of Small Cowpany Financial Deta

The wholesale and retail sectors are heavily populated by emall firss that are
essential to acourate GNP estimates. This proposed erhancement wouid add
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small wholesale, retail, and mining firms to our quarterly financial progpam,
including broader asset size coverage in calerdar year 1952.

In future years, the Bureau proposes to conduct & limited mrrvey on damestic
copany-level service exports. Broad measures of total campany-level receipts
would measure the level and armual trend of significant export activities.
Also, we visualize reinstatirng the morthly service survey for 10 to 12 impor-
tant four-digit industriec along with 6 to 8 broad measures at the two- or
three-digit SIC level. This two-part data collection proposal is designed to
meet 1imited pricrity data needs of both micro— and macro—data user:.

For the early nineties and beyond, the direction of our current survey
programs will deperyd in part on the results of research corrently wdsrway,
and changing availability of both govertment arnd private sector dat: sources.
Qurrent program projects under consideratian include new surveye in the
FIRE industries ard possibly trancportation. Also, we hope to organiize
research on such topics as contracting aut, changing measurement is:sues,

damestic services relatiaiship to exports, and so forth.

Goverrment Agency Coordinmation

With the decertralized data collection asystem that exists in the United
States, there oontimes to be a real need to campare and coordinate changing
data rneeds. Accordingly, the Census Bureau chairs the Interagencs éorking
Group on Domestic Service Statistics that meets quarterly with 15 to 18 data
user and producer agencies. We discuss comon issues affecting service
statistics, including:



- new data collection ard proposed future surveys to avoid duplication of
effort
— measirement problems

— cxmon interests in budget status and research issues

In corclusion, it is evident that the U.S. goverrment and private data users
nead significantly more data than are arrently produced on the changing and
growing service sector of the U.S5. economy. The significant changes that have
ocourred in the past few years in service industries pramises to cortimee due
to the dynamics of demographic changes, tectrwlogical immovation, ard the
imternationatization of oo economy.

No doubt, we will all demand more services in the future; both personal and
husiness services, The U.S5. population is aging and more health care will be
nesded. Spending patterns already are changing with increased leimme
activities. These two papers have only touched on what technical imnovations
bave done in the past and more are expected in the future. Nationa X economics
are, or are becoming intermational econcmics with haightened interest in
{rmport amd export peasures! Many U.S. agencies that sthady irternst ional
alss redquest improved domestic measizres to campare damestic versus ntar-
national service activity. The national and intermational comlitions are

changing rapidly, ard this reguires ammal measures throagh sample Rrveys,
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Wexacognizethatmangeismevitableuﬂwmnttotakemactivepartin

correctly measuring these changes.

We are very interested in cocperating with international groups such as this,
as we have many common issues where we might learn together. our staff is
interested in combining efforts, including research to clarify measurement and
data collection preblems. In this way, we will ensure the highest priority
data neads are met through efficient and productive programs.

‘Emkymforymrinter&t,mﬂh.ﬁammﬂlmlmmtsam

discussion on our expansion programs.



