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U.S. Census Bureau’s Principal Economic Indicator Program

I.   Introduction

1 MACROBUTTON NUMBERING .

Economic performance is usually judged in terms of our success in achieving high employment and stable prices.  Consequently, measures of employment, unemployment, and price level are important and widely cited indicators of economic conditions.  There are many other statistical series, however, that serve as important indicators of economic performance.  Some relate to the output of specific industries or sectors of the economy; others to the level of interest rates, and sources and uses of credit.  The Gross Domestic Product (GDP) data are the broadest measures of economic output and growth.  Most of these data are compiled by U.S. Government agencies, such as the Census Bureau, Bureau of Labor Statistics, Bureau of Economic Analysis, and the Federal Reserve Board.

2 MACROBUTTON NUMBERING .

This paper focuses on the U.S. Census Bureau’s principal economic indicator program.  It provides broad summary information on each indicator and sources for obtaining more descriptive information.  It addresses, in much greater detail, the Census Bureau’s plans for developing a new principal economic indicator of service industry activity.  The paper concludes with a summary of issues that are of interest at the Census Bureau that could be the subject of future work by Expert Group task forces on demand and output indicators.  It briefly describes some efforts currently underway at the Census Bureau to address these issues.

II.  Current Indicator Program

3 MACROBUTTON NUMBERING .

The Census Bureau currently produces the following 12 principal economic indicators.  Attachment A provides broad summary information on each.  The corresponding URL for each indicator is provided below for those interested in obtaining data or other program‑specific information.  

· U.S. International Trade in Goods and Services (http://www.census.gov/indicator/www/ustrade.html)

· Manufacturers’ Shipments, Inventories and Orders (http://www.census.gov/indicator/www/m3/index.htm)

· Advance Report on Durable Goods – Manufacturers’ Shipments and Orders (http://www.census.gov/indicator/www/m3/index.htm)

· Advance Retail and Food Service Sales (http://www.census.gov/svsd/www/retail.html)

· Monthly Wholesale Trade Sales and Inventories (http://www.census.gov/svsd/www/mwts.html)

· Manufacturing and Trade Inventory and Sales (http://www.census.gov/mtis/www/mtis.html)

· Housing Starts (http://www.census.gov/indicator/www/newresconst.pdf) 
· Construction Spending (http://www.census.gov/const/c30_curr.html)
· Home Ownership (http://www.census.gov/hhes/www/hvs.html)
· New Home Sales (http://www.census.gov/const/newressales.pdf)
· Quarterly Financial Report – Manufacturing, Mining, and Wholesale Trade (http://www.census.gov/csd/qfr/view/qfr_mg.html)
· Quarterly Financial Report – Retail Trade (http://www.census.gov/csd/qfr/view/qfr_rt.html)
III. Proposed New Indicator of Service Industry Activity
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No principal economic indicator currently exists for the service sector despite the service industries’ importance and increasing share of total U.S. economic activity.  Measures of service industry output are available only quinquennially in the Economic Census and on an annual basis in the Service Annual Survey (SAS).
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This section summarizes the U.S. Census Bureau’s plans for conducting a new quarterly survey of service industry activity.  This new quarterly survey is one component of a multi‑faceted statistical initiative to address long‑standing deficiencies in federal statistics covering the service sector.
 

Historical Perspective
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Service data are far less available in terms of industry and geographic detail, and frequency of collection than are those for the goods‑producing sector of the economy.  This imbalance has its origins from a period when goods production was the larger and more rapidly growing part of the non‑farm economy.  The greater cyclicality of goods production, the rapid pace of technological change in manufacturing, and the importance of merchandise trade in international transactions prolonged this bias.

7 MACROBUTTON NUMBERING .

The last fifty years, however, have witnessed profound changes in the U.S. economy.  Following World War II, manufacturing accounted for about 27 percent of GDP.  Today that number is about 16 percent.  Services, including retail and wholesale trade, were approximately 40 percent of GDP and are now about 66 percent.  Financial, business, scientific, and professional services have more than doubled in the last 50 years while computer related services nearly doubled between 1994 and 2000.  When one adds Government services to the total, almost 80 percent of GDP and employment are in services.  On the trade side, exports of services in 2001 neared $300 billion and accounted for nearly an $80 billion trade surplus.
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The growth of services is not endemic to the U.S. economy.  Generally, as economies advance, service production as a proportion of output increases and the significance of knowledge and the information content of service activity grows.  The externalization of routine services by manufacturers and the development of new high value‑added business services have fueled this transition and increased each sector’s dependence on the other.
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Reliable measures of economic activity are essential to an objective assessment of the need for, and impact of, a wide range of public policy decisions.  More up‑to‑date estimates of service industry output will improve these measures.  For example, recently published revisions to the quarterly National Income and Product Account (NIPA) estimates resulted from the incorporation of new source data from our SAS.  These data affected both services Personal Consumption Expenditures (PCE) and software investment.  GDP for 2000 were revised downward by nearly $60 billion as a result of overstating equipment and software, with the bulk of the revision resulting from a faster than estimated deceleration in sales of custom and packaged software.

Advisory Input
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The Census Bureau convened an interagency group with representatives from the Bureau of Labor Statistics, Bureau of Economic Analysis, Federal Reserve Board, and Economic Statistics Administration of the Department of Commerce to assist in formulating our plans for the introduction of this quarterly survey.  We also presented our plans to the Census Bureau’s Advisory Committee of the American Economic Association and to the National Association of Business Economists. 

Industry Coverage
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The initial coverage of the Quarterly Services Survey will focus on information, communication, and technology‑intensive industries.  This focus reflects the size and economic importance of these industries.  
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The survey will utilize the 1997 North American Industry Classification System (NAICS) definitions.  We will adopt NAICS 2002 for the quarterly survey in 2006.  
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For the first year of the survey, we will produce quarterly estimates for Information (NAICS 51); Professional, Scientific and Technical Services (NAICS 54); and Administrative and Support and Waste Management and Remediation Services (NAICS 56).  We will produce sector totals, along with selected 3‑ and 4‑digit NAICS level data.  Limited 5‑ and 6‑digit NAICS industry estimates also will be available for some technology‑intensive industries.  See Attachment B for the proposed NAICS publication stub.  
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We will expand the survey’s industry coverage to include hospitals, and nursing and residential care facilities (NAICS 622 and 623 respectively) in the second year of the survey.  We also will consider adding other health‑care industries, such as outpatient care centers (NAICS 6214), medical and diagnostic laboratories (NAICS 6215), home health care services (NAICS 6216), and other ambulatory health services (NAICS 6219).
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The Census Bureau is developing a budget initiative for fiscal year 2004 that will provide for the further expansion of the Quarterly Services Survey to cover other areas included in the SAS, such as Arts, Entertainment and Recreation Services (NAICS 71); selected Transportation and Warehousing (NAICS 48‑49), selected Financial Services (NAICS 52); and Other Services, except Public Administration (NAICS 81).
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In establishing these industry coverage priorities, we considered the following:  

· Information and technology‑intensive industries,

· Industries sensitive to changes in the business cycle, and 

· Industries whose inclusion would result in improvements in estimating Gross Domestic Product (GDP) or other composite measures of economic activity.
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This latter consideration became our most important as a result of the Interagency Group’s recommendations.  We were required to modify some of our earlier assumptions.  For example, we initially planned to produce only estimates for selected 5‑ and 6‑digit NAICS industries; not sector totals.  In addition, we added hospitals in year two because of the industry’s size and the loss of an alternative data source used in estimating quarterly GDP.
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We will produce separate estimates for taxable firms, and firms and organizations exempt from Federal income taxes for industries with a significant not‑for‑profit component.  While not a factor in the first year of the survey, this will be an issue in year two when we begin adding health service industries that have a substantial not‑for‑profit component.    

Data Content

19 MACROBUTTON NUMBERING .

The Quarterly Services Survey will produce estimates of total operating revenue and the dollar value of new contracts awarded and contracts canceled.  Our intent is to provide measures of current economic performance along with an early indication of future performance.  Providing estimates of total operating revenue alone would not be adequate for these purposes.  
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The value of new contracts awarded and contracts canceled are not appropriate items to collect from firms in industries that do not operate on a contract basis.  This impacts industries like libraries and archives in the Information sector and a substantial portion of revenue from wired telecommunication carriers.  The issue becomes more significant when we begin covering health, entertainment, and other service industries.  We will investigate relevant measures for these industries that provide an indication of their future activity.
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In addition to these aggregate output measures, we also plan to collect total operating expenses from tax‑exempt firms in industries that have a large not‑for‑profit component.  Operating expenses provide a better indication of the economic activity of these firms.  

Timing of the Survey
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Data collection for the Quarterly Services Survey will begin in January 2004 for the 4th quarter 2003.  We will not begin releasing data, however, until September of 2004.  At that time, we will release estimates for the 4th quarter 2003 and the first two quarters of 2004.  This delayed release schedule will enable us to “prove in” concepts and stabilize processing before disseminating data to the public.  We will release estimates no later than 75 days after the end of the reference quarter for every quarter thereafter.
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We will introduce coverage of hospitals, nursing and residential care facilities, and other health services beginning in January 2005 for the 4th quarter 2004.  We anticipate a one‑quarter delay in the dissemination of these data to the public (that is releasing 4th quarter 2004 and 1st quarter 2005 data for these industries in June of 2005).  Subsequent releases would follow our normal dissemination schedule.
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The remaining industry expansion tied to our planned budget proposal for fiscal year 2004 would be introduced in the 1st quarter 2006 covering the 4th quarter 2005.  Again, we would anticipate a one‑quarter delay in our initial release of these data with subsequent releases within 75 days of the end of the quarter.

Sample Design

25 MACROBUTTON NUMBERING .

The Census Bureau’s SAS will be used as the frame for the Quarterly Services Survey.  
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The SAS is a probability sample of approximately 60,000 firms with one or more establishments primarily engaged in the following kinds of business:

· Truck transportation, courier and messenger services, and warehousing and 

· 
storage

· Information

· Securities, commodity contracts and other intermediation and related activities; and portfolio management and investment advice

· Rental and leasing services

· Professional, scientific and technical services, except landscape architectural services

· Administrative and support, waste management and remediation services, except landscaping services

· Health care and social assistance

· Arts, entertainment and recreation services

· Other service, except public administration, religious, labor and political organizations

In addition to the exceptions cited above, the survey currently excludes most transportation and finance industries, insurance, real estate, and education.

27 MACROBUTTON NUMBERING .

We currently publish data for some 300 different industries and industry segments in the SAS.
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The SAS is designed to produce estimates at a 5‑ and 6‑digit NAICS level.  The Quarterly Services Survey will produce estimates at a much higher level of industry aggregation.  Consequently, we will draw a sub‑sample of the SAS to conduct the quarterly survey.
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The SAS sample has three components:

· A certainty component consisting of self‑representing companies.  These companies are comprised of one or more establishments, where an establishment is the smallest business unit where transactions take place and payroll and employment records are kept.  Where a multi‑establishment company has establishments in two or more service industries, and where these activities are significant, we establish separate reporting units to obtain data by kind of business from the company.

· A non‑certainty component consisting of a sample of Employer Identification Numbers (EINs) associated with companies not included in the certainty component.  The Internal Revenue Service (IRS) issues one or more EINs for tax‑filing and reporting purposes to companies with paid employees.  There are two types of EINs – singleunit EINs and multiunit EINs.  A singleunit EIN is associated with a company comprised of a single establishment.  The company and EIN are synonymous.  A multiunit EIN is associated with a company comprised of more than one establishment.  The company may have multiple EINs representing some aggregation of these establishments, or have a single EIN representing the entire company.

· A nonemployer component consisting of firms with no paid employees.  We obtain data from administrative records (IRS tax returns) for these businesses.  
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The Quarterly Services Survey will utilize a sub‑sample of the certainty and non certainty components of SAS.  The quarterly survey will exclude the nonemployer component.  Multi‑establishment certainty companies with two or more reporting units will be consolidated to provide only kind of business detail required in the quarterly survey.  Reporting in the Quarterly Services Survey will be voluntary.  With few exceptions, and then only when specifically written in to legislation, the Census Bureau’s surveys conducted less frequently than annually are done on a voluntary basis. 
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Each quarter the Quarterly Services Survey will be updated to reflect the addition of new business births, and firms and organizations that have gone out of business.

Seasonal Adjustment 
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We will have insufficient data to produce seasonally adjusted estimates for the first several years of the survey.  Consequently, we will produce only unadjusted data for the industries shown in Attachment A until 2007.

Current Dollar Estimates
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All estimates will be in current dollars.  We will make no effort to adjust these data for changes in price levels.

Benchmarking
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We will benchmark estimates from the Quarterly Services Survey annually to the results of the SAS and every five years to the Economic Census.

Data Reliability
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We will calculate estimates of the sampling variability associated with the survey data.  We will not attempt to directly measure the potential bias that may result from non‑sampling errors.

IV. Issues for Future Work
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To best serve our users’ needs, we strive to produce accurate, timely, and relevant data.  Unfortunately, this has become increasingly more difficult for the Census Bureau and other statistical agencies of the U.S. government.

Responding to Fundamental Changes in the Economy  

37 MACROBUTTON NUMBERING .
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Important technological changes have emerged in recent years that pose new measurement challenges.  Businesses have altered the manner in which they organize production, trade across countries, and deliver value to customers.   SEQ CHAPTER \h \r 1New business models are emerging everywhere; and all manner of goods, from groceries to computer software, machine tools to newspaper text, are now just a mouse click away.  These rapid changes in the economy require more frequent updating of sample frames, classification systems, and the like at a time when additional resources are frequently unavailable for statistical work.

International Cooperation for Improving the Quality and Comparability of Data
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We seek closer international cooperation.  The success of our merchandise trade data exchange with Canada, for example, has prompted us to conduct reconciliation studies with the European Community, Mexico, Japan, Korea, and Australia.  These have been useful in estimating undocumented U.S. exports with our trading partners. 
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We have adopted the new North American Industry Classification System (NAICS) in our industry‑based surveys.  The development and implementation of this classification system allows us to more accurately measure the growth in services and high‑tech products.  It also will lead to greater comparability in data with our North American trading partners.

Adopting a Company‑Centric Approach to Collection and Dissemination
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Unlike our economic census and annual statistical programs, the participation of businesses in our indicator programs is generally voluntary.  The cooperation of large economically significant companies is, therefore, vital.  To illustrate, the largest 500 companies on our business register account a third of total business receipts. 
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The decision of several large semiconductor manufacturers to stop reporting in the March 2002 Advance Durables Survey and the resulting loss of monthly semiconductor data demonstrates the vulnerability of some of our most important economic statistics.
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The Census Bureau is responding to these challenges by developing new tools for collecting data, improving their quality, and enhancing their relevance and accessibility. 
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We seek to establish new partnerships with business organizations and individual companies, improve communications with companies of all sizes, work with them in adopting new reporting technologies, establish customized reporting arrangements, and ensure our economic data meet their needs and the needs of the entire business community.
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We have a proposed initiative to permit businesses to file electronically in any of about 100 current economic surveys.  For the principal economic indicators, we plan to offer interactive form‑based reporting on the web
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The increased use of automated reporting will improve the quality and reliability of our data.  It will reduce lost data and provide better control over non‑filing.  In addition, statistical editing at the point of data entry will enhance the quality of the data.

Improving Processing Methods to Enhance the Quality and Timeliness of Data
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We are undertaking a major redesign of our internal processing systems to introduce improved and standardized methods for tabulating, analyzing, and disseminating statistical data.  Our goals are better data, more quickly, with less cost.

Improving Underlying Source Data 
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In order to provide more timely and accurate economic indicator data, improvements often must first be made to their underlying source data.  The Census Bureau’s plans for introducing the Quarterly Services Survey, producing annual data on the product composition of services output, and providing new source data for computing value added for services will improve estimates of economic growth, real output, productivity and prices for our nation’s economy.

Annex SEQ CHAPTER \h \r 1 A

Summary of Census Bureau’s Principal Economic Indicators
Indicator
 Methodology
Reporting Unit
Survey Size
Periodicity
Timing of Release
Links to Annual or Other Periodic Program

U.S International Trade in Goods and Services
For the majority, data is collected on all import transactions valued over $2,000 and export transactions valued over $2,500.  Lower valued transactions are estimated using factors based on the ratios of low‑valued shipments to individual country totals for past periods.
Import and export transactions
4.5 to 5.0 million transactions per month.
Monthly
About 50 days after the end of the  reference month.
Benchmark revisions are done in June each year for the entire prior year.

Manufacturers’ Shipments, Inventories and Orders
Most companies with value of shipments over $500 million and a sample of smaller companies. 



Manufacturing companies
4,000 companies
Monthly
About 22 working days after the end of the reference month. 
Benchmarked to the Annual Survey of Manufactures each year and every 5 years to the Census of Manufactures.

Advance Report on Durable Goods
Most companies with value of shipments over $500 million and a sample of smaller companies. 


Manufacturing companies
4,000 companies
Monthly
18 working days after the end of the reference month.
Benchmarked to the Annual Survey of Manufactures each year and every 5 years to the Census of Manufactures.

Advance Retail and Food Service Sales
Subsample of businesses in our Monthly Retail Trade Survey representing all of retail trade. 
Retail companies
5,000 companies selected from about 31,000 retail businesses in the full monthly survey.
Monthly
9 working days after the end of the reference month.
Revised 8 weeks after the close of the reference month with the release of data from the Monthly Retail Trade Survey.  Data are benchmarked each year to the Annual Retail Trade Survey and every 5 years to the Census of retail Trade.

Indicator
 Methodology
Reporting Unit
Survey Size
Periodicity
Timing of Release
Links to Annual or Other Periodic Program

Monthly Wholesale Trade and Inventories
Sample of all merchant wholesale companies 
Wholesale companies
7,000 companies
Monthly
40 days after the end of the reference month.
Benchmarked annually to the Annual Trade Survey and every 5 years to the Census of Wholesale Trade.

Manufacturing and Trade Inventory and sales
Estimates are based on data from the Monthly Retail Trade Survey, Monthly Wholesale Trade Survey, and the Manufacturers’ Shipments, Inventories, and Orders Survey
Retail, wholesale and Manufacturing companies
42,000 companies for sales

15,000 companies for inventories (retail inventories are obtained from a subsample of 4,000 companies from the Monthly Retail Trade Survey).  
Monthly
10 working days after the end of the reference month.
Benchmarked annually to the Annual Retail Trade Survey, Annual Trade Survey, and the Annual Survey of Manufactures.  Data also are benchmarked every 5 years to the results of the economic census.

Housing Starts
Estimates are based on the Survey of Construction.  Data on units started are based on a sample of permits issued, and a canvass of land areas where permits are not required.
Permits and new construction projects
900 permit offices canvassed and about 12,000 building sites interviewed.
Monthly
12 working days after the end of the reference month.
Monthly building permits data are benchmarked to estimates obtained from an annual census of all building permit jurisdictions.  Starts and completions data have no benchmarking to annual totals. 

Construction Spending
Estimates are developed from direct surveys of construction projects and indirect estimates from regulatory agencies and trade associations. 
Construction projects and indirect means
16,000 construction projects
Monthly
1 month following the end of the reference month.
The manufacturing value put in place (VIP) is benchmarked annually to the Annual Capital Expenditure Survey, and the State and local VIP is benchmarked to the Annual Governments Finance Survey. 

Indicator
 Methodology
Reporting Unit
Survey Size
Periodicity
Timing of Release
Links to Annual or Other Periodic Program

Home Ownership
Estimates are based on the Current Population Survey’s  Housing Vacancy Survey and the American Housing Survey (AHS). 
Housing units
72,000 housing units in the CPS/HVS

60,700 housing units in the AHS.
Quarterly
about 19 days after the end of the reference quarter
None

New Home Sales
Estimates are developed from the Survey of Construction.  Data on units started are based on a sample of permits issued, and a canvass of land areas where permits are not required.  Single‑family units which are built for sale with the house and lot sold together are followed up on each month.
housing units
900 permit offices canvassed each month 
Monthly
18 working days after the end of the reference month.
Future plans to benchmark Survey of Construction data to the benchmarked building permit data.

Quarterly Financial Report – Manufacturing, Mining and Wholesale Trade
Estimates are developed from all manufacturing corporations with assets over $250 million and corporations in mining and wholesale trade with assets over $50 million. 
Corporations
10,500
Quarterly
75 days after the end of each of the first 3 quarters and 95 days after the 4th quarter.
None

Quarterly Financial Report – Retail Trade
Estimates are developed from corporations in retail trade with assets over $50 million. 
Corporations
720
Quarterly
75 days after the end of each of the first 3 quarters and 95 days after the 4th quarter.
None
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Quarterly Services Indicator

Proposed Coverage for Year One

(Scheduled proposed collection begins first quarter 2004, collecting data for fourth quarter 2003.  Coverage will be expanded to include hospitals, nursing and residential care facilities effective with the collection of data in the first quarter of 2005)

                           NAICS Kind of Business
51                     Information .............................................. 

511      Publishing Industries ..............................................

51111         Newspaper publishing .....................................

5112           Software publishers .........................................

Other 51     Other publishing ..............................................

512      Motion picture and sound recording 

             industries ...............................................................

513      Broadcasting and telecommunications ...................

                Broadcasting (5131 & 5132) ..............................

                Telecommunications (51331‑51339) ..................

51331         Wired telecommunications carriers ..............

51332         Wireless telecommunications carriers 

                   (except satellite) ...............................................

Other 5133 Other telecommunications ..............................

514        Information services and data processing

              services ..................................................................

5141           Information services ........................................

5142           Data Processing Services .................................

54                     Professional, scientific, and technical

                            services (except notaries and                                                                           

                            landscape architectural services) ..........
5412           Accounting, tax preparation, bookkeeping,                                       

                   and payroll services ........................................    

5413           Architectural, engineering, and related                                      

                    services (except landscape architectural

                    services) ........................................................

5415           Computer systems design and related                                        

                    services.............................................................

5416           Management, scientific, and technical                                      

                    consulting services...........................................

Other 54     Other professional, scientific, and technical    

                   Services (5411 legal, 5414 specialized

                   Design, 5417 scientific research and

                   Development, and 5418 advertising and  

                   related services) ..............................................                       

56                  Administrative and support and                                                  

                         waste management and remediation

                          services....................................................
5613           Employment Services ......................................

Other 561   Other administrative and support services .......

562      Waste management and remediation services.........    

GRAND TOTAL  (Sectors 51,54, and 56) ..
2000 SAS Revenue
Employer

Firms
(millions $)      

 849,506 

 233,327

   51,507 

   88,042

   93,778

  66,107

 473,548

 120,598

 352,950

 269,545

  64,309

  76,642 

  76,524

  34,575

  41,950

 789,077
   74,229

 160,776

 175,495

  88,540

 290,037

410,638

125,618

236,241 

48,779

2,049,221

Receipts As Percent  of   Sector Total
100.0
  27.5 

    6.1

  10.4

  11.0

    7.8

  55.7

  14.2

  41.5

  31.7

    7.6

    9.0

   9.0

   4.1

   4.9

100.0
   9.4

  20.4

  22.2

  11.2

 36.8

100.0
  30.6

  57.5

  11.9

  49.7 of SAS
Number of Reporting 

Units
1,537

   534

   180

   159

   195

   236

   179

     86

     82

   120

   164  

   136

1,534
   147

   166

   249

   336

   636

 2,257

    218

 1,909

    130

 5,328

� This initiative is part of the President’s 2003 budget now before the Congress.  Other components of this initiative would provide annual data on the product composition of service industry output and improvements in source data for computing value added for services.


� We are developing a budget proposal to expand the SAS industry coverage to include these areas.  Approval of this initiative would match the annual survey’s industry coverage to that of our Economic Census.  Our plans are to limit the current and future scope of the Quarterly Services Survey to those industries covered by the SAS.
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