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I. Introduction

The increase of service sector industry coverage has keen tha largest
expansion of economic statistice in recent years within the United
Stateg' Bureau of tha CenEus. Service pector industries' now account
for approximately 73 percent of Gross Domestlc Product (GDP) and about
76 percent of employment in the U.5. The increased relative importance
of pervice sector industries in the economy, reduced availability of
data on government-regulated industries, deregulation of some industries
and conseguent reshaping of these industries, and rapid change in the
structure of many service industries have all contributed to the need
for batter data. Data ugers have indicated that they need data for more
industries, as well as more detailed data to properly measure and
understand the intricate changea ¢of the economy.

A combination of pressure from data users, Congresaional awareness, and
interest from the Executive Branch have enabled the Bureau to increase
Bervice sector data coveraga. In the early 1980'a, the Bureau began a
continucus expansion of industry coverage especially among the current
gample survey programs. This followed a significant increasa of ssrvice
industry coverage in the 1977 economic census. At the 1989 meeting of
the Voorburg Group in Ottawa, Canada, two papers were presented by the
Bureau of the Census describing the background, progress to that point
in time, and plans for further expansion in service induatry covarage.’

In 1922 the Coalition of Service Industries (CSI}, a private non-
government association, was organized to represent those interested in
the services sector of the U.8. Economy. The €SI, along with various
govarnment agencies, trade assoclations, and others in the private
sector, made known the need for additional data on eervice lndustries.
During the 1980°‘a, improving census statistice also became one of the
Commerce Department’s program goals.

Quality improvement recommendations develuped by a working group of the
Economic Policy Council, chaired by Dr. Michael Boskin, Chalrman of the
Council of Economic Advisers, and presented to the President in 1989,
built on and provided direction for data improvement efforta already
underway at various agencies since 1984. At that time, the Congress had
ingtructed the Censua Bureau, along with the Bureau of Labor Statistics
(BLS) and the Bureau of Economic Analyeie (BEA} to specifically improve
their current survey programe on the dynamically changing service
industries. In 1985, the Census Burean was able to expand this earlier
initiative tc include the Quinquennial Censuses.

Last year President Bush approved a S5-year budget imitiative, involving
the major metatistical agencies, to improwve current economic statiatics
in the areas of 1) productivity, output, and prices; 2} inveatment,

ALl non-goods-producing industries - transportation, communications, and
publiec utilities; wholesala and retail trade; finance, ingurance, and real
estate; services; and governmant.

Inanestad, J. "Current Survey Statlstics in the Unitad States, Improved
Statistics on Service Industries,” presented at the Voorburg Group Fourth
Meeting on Service Statistics, Ottaws, Canada, OQctober 1989,

Marcus, Sidney Q0. "The Econemic Censuses in the U.S.A., Improved

Btatistice on Services," presented at the Voorburg Group, Fourth Meeting on
Service Statlstics, Ottawa, Canada, Octobar 1989.



savings, and national wealth; and 3} employment, incoma, and poverty.
This initiative specifically addressed the need for collaction of more
gervices data and the unigue problems in deing so. The Census Bureau
has been directly responding to this presidential initiative in its
recent budget initiatives.

Since the term "Service Industries” is used in many different ways, it
is important to clarify how it will be used in this paper regarding
Census Bureau programs. It is easiest to start with the broadest
definition and narrow down to the focus of this paper on the components
in critical need of expaneion or improvement. In its broadest meaning
ngepvicea” includes all non-goods-producing industries. Relative to the
U.S. Standayd Industrial Classification (SIC) system, this would include
everything other than mining, manufacturing, agriculture, and
congtruction.? For purposes of discussion of the Census Bureau’s
services expansion, Wholeasale and Retail Trades and Public
administration {Government) are excluded because there are succesaful,
established data cellectlon programs which meet major data user needs.
The focus of this paper will be on the expaneion in the remainder of the
non—-goods-producing sector, primarily the traditional perscnal and

business services, along with transportation, communication, utilitiea,
finance, insurance, and real estate.

II. gService Industry Data Programe

The expansion of service industry data coverage has taken place in
geveral program areas. Service data are collected in two major program
areas at the Bureau of the Census, the gquinguennial economic censuses

and current sample surveya. In addition, there have been iniltiatives in
geveral other arecap to get additional data on Bervices.

A. Ouinguennial Economic Censusea

The censuses are conducted every five years in years ending in two
and seven {(for example, 1587 and 19%2). The censuees provide
benchmark data for national income and product accounts, sampling
frames for periodic sample surveys, and provide users (academia,
businesses, and trade and marketing associatiecns) data at detalled
industry and geographic levels. The censuses concentrate on
as¥igning accurate industry classification for each establiehment,
obtaining measures of size, updating company affiliation, obtaining
physical (gecgraphic) location information, and recognizing major
components of business activities within establishments. Other data
itemes are collected to assist in industry classification or because
they are of priority interest to major users. Basic data weasures -
establiphment counts, output measurea (eales or revenue), payroll,
and number of employees - are publlshed by industry for the U.S. and

emaller geographic areas, and for some industries down to ZIP
{postal) code.

Data are alsc published showing establishments and firme by revenue
and payroll size. Other specialized industry data, such as major
sources of revenue are published for various Llndustries.

Mhere are some anomaliee in the clamaification system whereby some
services closely allied to thesas industries are included in the major industry
group such ag misslle research & development and agricultural services (atud
services, crop spraving) and converegely, thera are some “services," such as

video tape producers and prepackaged computer software developers, that could
be termad "goods-preducing."”
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In 1992 the capsuses will add about 90 industriee to increase overall
coverage to include nearly all of transportation, communications, and
utilities (electricity, gas, and sanitary services), hereafter
raferred to as TCU‘, and all of finance, insurance, and real estate,
hereafter referred to as PIRE. Thie group of industries represents
mora than 570,000 establishments with paid employees, about 10
million employees, and approximately $300 billion in payroll.® Thie
expansion brings economit census coverage to 98 percent of Groes
Domestic Product (GDP). A total af about 500,000 report forme will
be malled to establishments in the newly covered industries.® This
is in addition to the 1,050,000 report forma to be mailed to employer
establishments in previcusly covered service industries, Data for
about 5 million nonemployar establishments in the previcusly covared
gervice industriea, and nearly 2 million nonemployer establishments
in the newly covered industries will not be surveyed, but rather
tabulated directly from Internal Revenue Service income tax files.

The last large expansion to the quinquennial Censue of Servicea was
in 1977, when the census was expanded toc include non—government
health, education, and social service crganizations and varioue types
of membership organizations, including a large number of "non-profit™
institutions. Non-profit institutions frequently rely heavily on
charitable grants, donations, and lnvestment income to support
cperations and thie expanaion introduced a group of industries for
which output is not direectly measured by fees paid for a product or
service delivered. The bagic output measure was initially total
expenses, which relates more directly to the level of services
delivered. More recently revenue has been uged as the basic output
measure at the reguest of data users. These newly covered industries
added 500,000 employer establishmants with 7.5 million amployees, as
well as over 500,000 nonemployer establishments. It should be noted
that nonemployer non-profit establishments are not inrluded in the
censue because of limitations of administrative record information.

In 1982 industry scope remained essentially the same, except that
coverage of hosgpitals, elementary and secondary schools, c¢olleges and
universditiea, labor unions, and political organizatiens were dropped
due primarily to budgetary constraints. A new inquiry on

‘some parts of transportaticn (passenger transportation services,
trucking and warehousing, and water transportation) had been covered
previously; and the postal service, and certificated (scheduled) passenger air
carriers ampd railyocads for which there are fairly completes and usable data
from other sources will still not he surveyed in 19%92. Data from these other

mources for the air carriers and railroads will, however, be published with
cengue data.

53989 County Business Patterns Survey.

‘For newly covered industries, all establishmente with paid employees
will be inecluded in the Mail Universe except trucking (8IC 42) and ingurance
agents ($IC 64) where small establishments will be mailed on a sample basis.
Faor those establishments not mailed, industry classification and basic data
measuras will be taken from administrative recorde. The use of administrative
recorda (instead of 100 percent mail survey} is a common practire for large
{in terms of number of establishments), relatively homogeneous induptries, in
order to relieve respondent burden and reduce processing costs.



international service transactiona (exported servicese) wag added for
four industry groups’.

In 1987 four additional industries were asked to report data for
exported services - advertising agenciee; accounting, auditing and
bookkesping services; research, developmant, and testing mervices;
and legal services. The Commodity Transportation Survey, a part of
the census program measuring origination-destination movement of
manufactured goods, was cancelled for budgetary reasons; however,
hospitals (both government and non—-government) were once again
included, and all motor freight transportation (for which more data
had been previcusly collected and published by regulatory agencies},
water transportation and transportation services were included. This
expansion accounted for 110,000 employer eitablishments, over

4.7 million employeas, and payroll of $96 billion.

For 1992, again, there has been a major expansion of industry
coverage, &0 that with the exception of private households, parts of
transportation (railroads and echeduled air passenger carriers), the
poetal service, places of worship, political and labor organizaticns,
and parts of education, coverage is complate.

In addition to the inclusion of these 90 induatries in the census in
1992, exported services will be reguestad from the remainder of
Business Services (SIC Major Group 73¥) and from financial
institutions, securities and commodities eervices, holding and other
investment offices, and utilities among the newly covered industries.

Additional sourcee of revenue lines have been added faor many
previougly covered industries to improve data on types of services
provided and to further refine secondary activity data.

B. Current Surveys

Periodic sample surveys ("current surveys"} collect data on a varlety
of industries at varying intervals - annually, quingquennially ({(in
conjunctlon with the censuses), and on a special “"as-needed™ basis.

The current surveys, which are baged on the establishment univerae
updated by the censuses and guarterly adminietrative records, provide
intercensal estimates, and also provide detailed data mere
appropriately collected on a sample basis. These sample surveys for
gervice industries have historically been more limited in scope in
terms of Ilndustry coverage, industry and geographic detail, and
number of data measures than the census,.

Coveragae of service industries in the current surveys program has
been increasing slnce the early 1980's, with the addition of a number

of industrieg to the aurveys and an increase in the number of data
items and industry detail collected.

'architectural, engineering and land survaying services; management,
consulting, and public relations gervices; egquipment rental and leaging
services; compoter and data processing services.

!Advartiaing, cradit reporting and ccllectlon agencies; mailing,
reproduction, and stenographic services; services to dwellings and cother
huildinge; personnel supply services; and miscellaneous business services,



During the recent expansion phase, the current survey programs have
responded to new and high priority data needs to fill urgent data
requests prior to 5-year census coverage, especifically in trucking
and warehousing, and communications.

Service Annual Survey (SAS)

The SAS provides nationwide estimates of receipts, revenue and other
data for pereonal, business, amusement, social, health, and other
professional services classified in Divialon I of the SIC. All
industries in this division currently are included except educational
institutions, labor unions, political and religious organizations and
private households. In addition, arrangement of passenger
transportation and real estate agents and brukers are covered. The
industries covered accounted for about 20 parcent of the nation’s
1389 Groes Domsatic Product.

The SAS is a sample survey of approximately 30,000 companies having
one or more establishments classified in these induatries. The

sample represents a universe of approximately six million
aatablishments.

The survey provides detailed scurces of receipts and cther data for
the following industries: computer and data processing earvices,
egquipment rental and leasing, management and conaulting, personnel
supply services, automotive rental and leasing, arrangers of
passenger transportation, amusement parke, offices and clinics of
health practitioners, and nursing and personal care facilities.

Data represent estimates for employsrs and nonemployers for most
industries. Nonemployers are excluded for firms which are exempt
from Federal Income Tax (for which administrative records are not
available) and correspondence and vocational schools, real estate

agente and managers, arrangers of paessenger transportation, and
health and legal services.

The SAS was introduced for the 1982 survey year following the
elimination for budget reasons of the Monthly Selected Services
Receipts Survey. In that first year a single estimate of total
operating receipts was published for 22 industries and industry
groups. Since that time industry coverage and the amount of data
callected in the esurvey have expandad. For the 1951 survey year,
data will pe provided for over 130 meparate industries.

Hotor Freight Transportation and Warshousing Survey (WATS}

The WATS, first introduced for 1984-85, is an annual sample survey of
approximately 3,000 employer firme (representing a universe of over
338,000 establishments) primarily engaged in providing commercial
motor freight transportation and public warehoueing services. Thim
includes firms furnishing local or long-distance trucking or transfer
services, and those engaged in the storage of farm products,

furniture and other household goods, and commercial goods of any
naturea.

The survey excludes private motor freight carriers that operate as
auxiliary establishments to non-transportatlon companies, as well as
independent owner-operators with no paid employees.

The survey provides detailed nationwide estimates of operating
revenue and expensea for the trucking and warehousing industriea, and



inventories of revenue generating equipment for the trucking
industry.

The 1986 WATS was expanded to begln collecting over 50 different data
items due to the increased complexity of the newly deregulated
industry ({sub-contracting, fuel ccets, insurance expenses, etc.).

The survey rapresents an important source of information for the
trucking industry since the loss of much of the regulatory data
produced by the Interstate Commerce Commission (ICC).

Annual Survey of Communication Services (ASCS)

The ASCS covers all employer firme with one or more establishments
that are primarily engaged in providing peint-to-point communication
gervices. This includes telephone communicationa, including cellular
and other radictelephone services; teleqgraph and other message
communications, such as electronic mail services, facsimile
tranemission gservices, and telex services; radic and televisicon
broadcasting statione and networks; cable and other pay televiaion
services; and other communication services, such as radar station
cperationse, satellite earth stations, and satellite or missile
tracking stations.

The ASCS is an annnal sample survey of approximately 1,800 firma
representing a universe of over 30,000 establishments with revenua of
over $200 billion in 1590. The survey provides detailed naticnwide
estimates of revenue and expenee for the above industries.

The survey was introduced in 1991 {covering the 1989 and 1990 eurvey
yeara) and began in response to high priority need for data on the
communication industry aes deregulation eliminatad much of the
regulatory data available. Data collection began before economic
cengus coverage because the need was urgent and the Bureau’s Standard
Statistical Establishment List was sufficlently rellable to draw a

pample. The sampla data wlll be reconciled to the censue file when
it becomes available sometime in 1994,

Future Expansion

In 1994 {(covering the 1992 and 1993 survey years} the Bureau plans to
intreduce annual survey coverage of charter, rural, and interecity
busing, along with water transportation. We expect to publish
detailed estimates of operating revenue, expenses, and other

operating etatistics for 19 industries and industry groups comprising
these areaa.

Also, in 1994 we plan to enhance cur database on services by
publishing detailed cutput measures for approximately 50 personal,
buslnese, automotive, amueement and recreation, social, health and
other professional servicee where only estimates of total operating
receiptafrevenue are available. We also plan to complate industry
expansion of the transportation sector by introducing annual coverage

for air courier servicee, pipelines, and the transportation services
industries.

In 1995 wa expect to begin phased in coverage of the finance,
insurance, and real estate (FIRE} industries, while continuing to
enhance tha data ccllected and published for industries already
covered. While we expect to begin by covering the insurance
industries, the priorities for introducing the FIRE industries will
be determined through consultation with our major data users and an
evaluation of existing data sBources.



In 19B4 when the major eervice expansion was initiated, the current
programs covered approximately 57 percent of the servicea sector
employment (based on 1989 data} whén broadly dafined to include all
of the non-goode-producing industries. Over three guarters of this
coverage was attributable to wall established programs covering
retail and wholesale trade, and the conatruction industries. With
implementation of the 1994 initiatives annual survey coverage of the
sarvices induestries would increase to 87 percent. Almost all eof the
gtill miesing coverage would be in the FIRE area.

Other Service Data Expansion
Coamodity Flow Survey ({CPFS)

The year 1993 will mark the resumption of collecting nationwide data
on interregional and interstate commodity movements. Data were last
published in 1977, Data were collected covering 1983 but for a
variety of reasons, including poor respones rataes in certain
industries and in guality of reported data, the decision was made not
to publish the data.

The 19%3 CFS will collect ehipment data from a sample of 200,000
manufaeturing, mining, wholegale, retail, and service establishments,
and will obtain 24 millicn shipment observations. The sampled
establishments will report for a sample of ghipmenta during a 2-week
period on a quarterly basie, distributed over the year to minimize
meascnal bias, ¥or each sampled shipment, origin and destination,
commodity type, welight, value, mcdes of transport, export
destination, containerization, and hazardous material shipments will
be reported. This survey will be conducted gvery § years concurrent
with the economic census beginning in 1997.

The publication of state-to-atate and substate level goods flows by
mode of transportation will f£ill a high prlority data gap for a
number of data users.

Purchased Services

As many firma increasingly rely con purchasing services rather than
providing them "in-house,” there has been concern that the census

data lesg accurately reflect economic activity in some industries,
especially in manufacturing.

Selected categories of purchased servicee have been included in
various existing surveys. For the 1992 censug year, additional
detail will be collected from auxillaries (including central
adminigtrative offices) acrease all induetries, as well as from
manufacturing, wholesale, retail, and selected service activities.

Future plang include increased coverage of purchased mservices
activity.,

Quarterly Financial Reports

There are two areas of gervice-rslated expansion proposed for the
Quarterly Financial Report (QFR} program. The QFR currently samples
large manufacturing firms to estimate income and retained earnings,
and related financial and cperating ratios for domestic operationa:
1} The program sample will be expanded te enable publication of small
conpany measures of corporate profits, debt, and investment,
especially for whole=sale and retail trade, where both have heavy
concentrations of small firms; and, 2} will add coverage of earvice
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industries. These two areas of lmprovement will address serious data
gaps.

Ceonceptual Issues in New Survey Coverage

Many conceptual issues required regearch and reeslution priocr to
surveying theee industries for the first time. Decisiona have been made
in critical areas, with many items regquiring continuing discussion and
investigation between data user groups, respondent businesses, and the
Censug Bureau as data collector. FPor clarification of many of these
conceptual issues, the Census Bureau has a close working relationship
with our major client agency, tha Bureau of Economic Analysis.

A. Statistical Reporting Unit

Probably the most significant exception te standard census procedures
is among several of the new industries in FIRE and TCO, where the
establishment concept does not work well for reporting output
{revenue} data. The census i establishment-based, with primary
activity, revenue, payrcll and employment being measured for the
establishment. Primary activities of these industries = depository
banking, insourance, pipelines, telephone and telegraph companies, and
gas and electric companies - are definad by groups of functions that
are physically separated, and where it is not appropriate to try to
maasure revenue at each physical location.

For these industries, revenue will be reported at the state level,
the lowest geographic level for which data are uniformly available,
due to industry regulatory reporting requirements. Payroll and
employment will still be requested for each physical lacation, all of
which will be considered operating establishments.

B. Basic data measures

Output {revenue)

While trying to maintain as much consistency ae possible in order to
create as cohesive a eet of economic data as possible, output
measures for the censuses do vary by major trade group - value of
shipmaente for manufacturing, value of construction for conestruction
industries, sales for retail and wholesale, operating raceipts for
moet service industries subject to Federal income tax, and revenue
{which inc¢ludes more than receipts for servicves rendered} for service
industries exempt from Federal income tax.

For FIRE industries, total revenue ias baing requested cn the forms.
The supplemental inquiry requesting major sources of revenue will
allow users to separate the components of revenue to tallor output
measures for their own use. Operating revenue is being requested of
TCU industries. For the broadcasting and cable industries, where
thare may be mignifiecant revenue among the tax-exempt companies from
non~operating sources (grants), thera is a supplemental inquiry
requesting non-operating revenue. In addition, for highway paesengexr

transportation industries, there ie a supplemental inguiry requesting
subsidies,

Input (Payrocll and Employment}

Acrose all industries in the economic censuses, payroll and number of
employees have standard definitiona. Payroll reguested in the census
is the same as reported on IRS Form 941, "Quarterly Statement of

Earnings and Withholding,” so that cenaus payroll and employment are
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comparable to the administrative data we receive and use as praxy
data for non-mail and non-response.

There can be distortiona when looking at labor force data for any
given industry if one looks only at paid employment, because of the
effects of "nonemployer™ independent agents, amployee contracting and
leasing, and usa of temporary help supply.

For the inpurance and real estate industries, the large use of
independent contractors {"agents") seriously affects the vork foree
pictura. Therefore, for these industries, the number of independent
contractors and commissicons paid are to be reported as supplemental
ingquiries.

Industry Classification

There are a number of problems in applying the SIC to the expanded
coverage ilndustries.

For example, the SIC does not necessarily reflect the kinds of
activities in which the newly covered industries are engaged. &n
example is classification of helding and investment offices which
depends largely on the type of product tho office issues, open-end or
clogsed-end investment funds. However, it is qulte common for an
establishment to issue both closed-end and open-end securities. Many
of these establishments identify themselves simply as "investment
offices." Purthermore, the industry has recently been moving toward
a hybrid security which has characteristics of both open-end
securitiea and closed-end securitlies. The iesuers of hybrid-
securities will not fit neatly into the current SIC codes.

Discrete classification criteria must sometimes be developed and
interpretations made. For example, even with someé concentration
percentagea specified in the SIC, differentiating among the various
types of utility combination industries in SIC Major Group 49 is

difficult, and determinations have to be made regarding what will be
clapsified where.

In addition, the functional (organizational} levels at which
activities are performed and/or accounted do not always fit with the
current SIC structure. In the group of industriea previously
mentioned, which reguire consolidated reporting of revenue, sssential
functions which define the "activity" are freguently performed at
peparate locations. For example, commercial bank branches accept
deposits, but "revenue" ls generated whersver the loan and investment
activity takes place. S5trictly speaking, one or the other type of
location would be auxiliary to the main "operating" activity as
defined by the SIC. However, the 8IC definitions for this group of
industries really defines the inetitution, and pll locations of firms
in these industries will be defined in the censua as operating
establishments rather than defining some functions as "auxiliary."

Finally, we also have to learn how businesses identify themselves,
and most importantly, how well those self-clasaifications relate to
the S5IC criteria. Cur experience ig that among the service
industries there is a disproportionate number of respondente which do
not identify with pre-listed industry c¢lassifications on forms and
write descriptiona. These "write-ins" represent a great variety of
activities, and it may or may not be easy to aseign to an SIC code.
Our experience in the first rounds of survey coverage will be useful
for future analyeis and forms design, as well as any work done on
studying newly emerging industries. Undoubtedly, the first ceneus of
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thesz industry groups will also provida apecific input to suggeations
for the next revision andfor restructuring of the SIC.

Summary

To summarize, the Caenaus Bureau has been engaged in an incremental
expansion of service industriee data for over a decads. The Bureau’s
data improvement initiatives are in line with the priorities eet by the
multi-agency recommendations organized by the Economie Policy Council

Working Group on Improving Economic Statistice with expansion in basic
data collection:

1. Economie Censuses — a large program expandion in terms of industry
coverage, and increased data on exported and secondary sarvices;}

2. Annual eurveys - expansion of industry coverage, including new
gurveys in trucking and communication services to provide data lost
by deregulation, plua a significant increase in industry and data
detail for many industries in the exieting Service Annual Survey;

3. Improvement of service data in other surveys - including sarvices
purchaeed by manufacturers; and proposed expansion of gquarterly
corporate financial data to cover eelected service industries;

4. Propoeals for further expansion in service current surveys ilncluding
the addition of a survey of emerging industriees, a eeries of
transportation surveys, and future initiatives in the FIRE area.

In preparing for data improvement activities, the Bureau sponsors
research on data availability and needs, and continually studies

claseification problems and cther ispuea related to industry data
collection.

The Bureau of the Census recognizes the need for contlnued improvement
and expansion of service industries data and highly values the support
from the Executive Branch in recognizing the need to coordinate
priorities and data collection activities, to have the rescurces to
develop and maintain a core of statistical programs that truly can
reflect the structure and functioning of the economy, and on a timely
basis recognize, measure, and incorporate changes in a dynamic economy.
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1992 Economic Census Industry Coverage
as Percentages of Gross Domestic Product (GDP)
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7] Previously covered goods-producing mdnstries
77 A Previousiy-covered non-goods producing industries
Newly-covercd industries in 1992

B Not coversd in the censun

Construction (4.8%)

— Manufacturing (18.7%)

— Not coversd (2.0%)

Communizations
Utilities, and
Additionsl
Trensportation (6.0%)

Services (18.0%)

Finance,
Insurance, and

Rea! Estate (173%)
Transportation (1.8%)

¥V Railroads, and portions of air uwrgaﬁn education,
and memﬁcgshxtﬁeorganiza@ons, private bousehalds are
not covered in SCONOMIC Censuses.

Source: (1989 GDP) Survey of Current Business, April 1991, Bureau of Bconomic Analysis



