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Thank you, Mr. Chairman and members of the Subcommittee, for the opportunity to express the Coalition of Service Industries (CSI) support for the FY 2008 full funding of the Commerce Department’s statistical agencies: the Census Bureau and the Bureau of Economic Analysis (BEA). CSI is the leading business association dedicated to reducing barriers to U.S. services exports and mobilizing support for policies that enhance the global competitiveness of U.S. service providers. We regularly consult with the US Government and Congress on services trade policies. Accurate, comprehensive and timely services data are essential to our efforts.

The importance of services in the US economy has increased significantly in recent years. Services comprise 78% of US private sector GDP and 80% of private sector employment. According to Bureau of Labor Statistics estimates, 90% of all new jobs created by 2012 will be in services. Unlike in goods trade, the US is enjoying a continued trade surplus in services, which reached $72.5 billion in 2006. 

Services exports continue to grow in importance. They are 40% of our goods exports. Yet, data on the origin of these exports are meager at best. CSI gives a very high priority to the publication of services export data by state. We believe these data should be produced annually. Currently, they are collected once every five years as part of the Economic Census, and only for select sectors. And the release of the data is significantly delayed. This results in a very imprecise picture of states’ participation in the global service economy. We are disappointed that funding for this project is not included in the budget and urge the Subcommittee to provide for it on its own initiative.  

We would like to stress that the services sector helps to accelerate the pace of innovation in our economy. Three quarters of the US acceleration in productivity from 1995 can be attributed to services. Services are essential inputs in manufacturing, and are important to US enterprises’ competitiveness and to our economic growth. Despite the services sector’s growing role in the US economy and trade, the US still suffers from inadequate services data collection and analysis.

BEA and the Census Bureau provide the nation's most essential economic measures, which include international services trade accounts, gross domestic product, personal income, and corporate investment estimates. CSI works with these agencies to obtain substantial improvements to services estimates. For example, BEA and the Census Bureau expanded the scope of the new quarterly services survey by including data on banking, and incorporated the survey results into the balance of payments account for first quarter 2004 forward. They also improved estimates of private remittances and payments for education, and estimates of medical services payments. In addition, BEA accelerated the release of valuable data on multinational corporations (MNCs). 

All these accomplishments need to be supported by adequate financing. Therefore, we strongly urge you to secure BEA’s and the Census Bureau’s FY 2008 funding at the requested levels, to finance important programs improving services data accuracy, scope and timeliness.

Among the ongoing projects, CSI urges full funding of the Census Bureau’s FY 2008 budget request for $128 million for the Economic Census, which is essential to BEA’s estimates of national GDP and industry inputs and outputs. It provides decision-makers with comprehensive and authoritative data on business expenditures, commodity flows, minority businesses, and other topics. The primary focus in FY 2008 is the data collection and processing of Economic Census returns, thus it is the most resource-intensive year in the cycle.  

The FY 2008 budget should also include an $8.1 million initiative to provide quarterly and annual coverage of all twelve service sectors, matching the coverage of the quinquennial Economic Census. When the initiative is fully implemented, the Quarterly Services Survey will extend to such sectors, as security and commodity dealership; arts, recreation, and entertainment services; truck transportation and warehousing; rental and leasing services; and the remainder of the health care and social assistance sector. The survey will also contain new information on operating expenses, including much-needed information on employer pension and health care contributions. This initiative will provide BEA, the Council of Economic Advisers, the Federal Reserve Board and other policymakers, and the private sector with valuable and more accurate data on the service economy.

The FY 2008 budget should provide for full base funds to continue important measurement of the “knowledge economy,” such as corporate investments in research and development and training. It should include a $2.1 million initiative to incorporate research and development into the GDP accounts. Improved accounting for these activities will provide a better picture of the US economy and offer early warnings of economic shocks, similar to the recession in 2001. 

In the future, we hope the statistical agencies will be able to collect more data on the factors that encourage innovation in services. This will be helpful to understand what investment policies should be adopted to promote US innovation and competitiveness. 
Services are “intangibles,” and this makes it difficult to gather needed information on the sector. Services data collection is particularly complicated by issues of measuring export and import transactions. Thus, as the volume and diversity of US services trade grows, more resources are required to obtain reliable data. These data are absolutely essential to Congress and the Administration to make sound policy decisions. Without them, we would have no idea whether we are globally competitive, or not. 

Despite the fact that the US is the largest single services exporter, sectoral and geographic coverage of services trade data is still not as comprehensive as in manufacturing. For example, BEA currently collects and publishes data on approximately 17 categories of traded services, as opposed to 16,000 product categories for traded goods. BEA and the Census will require further funding to provide more detailed international balance of payments accounts and detailed geographic coverage of services trade. Given that the US Government is currently pursuing free trade agreements with our key trade partners, it is important that these data become available as soon as possible. 

We also believe that the Census Bureau should be adequately funded to collect more information on firms’ domestic transactions in services, including services inputs and outputs, to obtain a better understanding of services role in the US economy. In addition, our statistical agencies should be able to provide employment data by occupation over time and by geographic location, so that we could monitor changes in these occupations’ employment and wages. 
In our experience, BEA and the Census Bureau are outstanding agencies, which have been responsive to industry requests for critical services data. Their impressive record of good administration is also demonstrated in their PART
 ratings by the Office of Management and Budget.

We are confident that the return to the US Government and private sector from improved statistics will be significant, through informed and timely decisions on economic and trade policy. If we do not adequately measure critical sectoral indicators in services, which are 80% of our economy, we also run the risk of under-investing in this important, fast growing sector, where the US is globally competitive. Therefore, we urge you to provide full funding for BEA’s and the Census Bureau’s services data programs in FY 2008. 

Thank you. 
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