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Jury 1, 1965.
To the Members of the Joint Economic Committee:

Transmitted herewith for the use of the members of the Joint Eco-
nomic Committee and other Members of Congress is a compendium of
statements by economists and statisticians on measures to strengthen
the Federal Government’s contribution to statistical and diagnostic
tools for dealing with economic policy.

The statements, of course, do not necessarily reflect the views of the
committee or any of its members, but are being made available as a
focus for further discussion and review.

WricHT PaTMman,
Chairman, Joint Economic Committee.

June 30, 1965.
Hon. WrRIGHT PATMAN,
Chairman, J oint E conomic Committee,
U.8. Congress, Washington, D.C.

Dear MR. CEARMAN: Transmitted herewith is a compendium of
statements received from individual economists and representatives of
Interested private organizations and statistics users in response to an
invitation of the Su%committee on Economic Statistics. These are
part of a general review by the subcommittee of the statistical re-
quirements of the Nation in the light of present and future needs and
capabilities.

The impressive advances of economic policy in recent years have
been largely the consequence of greatly improved economic statistical
information. Under the Employment Act of 1946, a declared policy
of the Government is to use 1ts resources and means in the interests
of economic stability, growth, and the stimulation of job opportunities.
It is not surprising that interest has tended to concentrate primarily
on the active, discretionary programs, such as monetary, fiscal, public
works, trade policy, and the like.

One consequence of this concern for policy has been that the im-
portant role which Government plays in the area of diagnosing eco-
nomic conditions through the collection and dissemination of economic
statistics is frequently overlooked or less fully appreciated. It well
may be, nevertheless, that the availability of these diagnostic tools is
our main assurance against the recurrence of economic depression.
This in no way belittles the contribution of built-in stabilizers, such as
deposit insurance, social security, stock market controls, and, of
course, our better understanding of economic tools and policies. But
1t does mean that important corrective policy steps may be taken at an
advanced stage of an economic downturn or threatened inflation as a
result of our early awareness of the economic facts of what is happen-
ing in the economy. We no longer have to sit innocently by, eventu-
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ally to be overwhelmed with unemployment or the cumulative liquida-
tion of inventories and the backwash of an undue tightening of credit.

It is hard to realize what progress we have made in this respect in
the past generation. Let us consider several of the series contained in
Economie Indicators, prepared for the Joint Economic Committee, the
Congress, and others, which we now take for granted as available cur-
rently and accurately.

Before the great depression, neither the Federal Government au-
thorities nor businessmen had available to them the present series on
national income and gross national product. We now have come to
rely on and continually use these estimates, available and issued regu-
larly a few weeks after the close of each quarter year. _

The Consumer Price Index, upon which we rely for much of our un-
derstanding of what is going on in the economy, and which is used as a
“trigger figure” in certain wage contracts, was in 1929 computed only
twice a year and then reported only with a very substantial lag
between the fact and the date of publication.

Information on department store sales was not then available until
about 30 days after the close of a month; we now have weekly series
available within 8 to 4 days. Statistics on consumer credit were not
established until 1942.

Even such a basic monetary statistic as the total money supply, of
which we now have many indications weekly and substantially com-
plete revised data within a month was, in 1929, not available until after
a 3 months’ lag.

Employment, unemployment, and work force statistics, which all of
us watch closely through the newspapers and published compilations
of business indicators, were for all practical purposes not available on
a nationwide basis before the great depression.

Sales, inventory, industrial production, and construction figures—
while constructed by either the Government or private agencies in the
period before 1929—have been greatly improved in the last 25 years.
Above all, they now give us information promptly instead of after a
lapse of 3 to 6 months. Small wonder it might almost be said that in
the 1920’s the stock market average dominated economic thinking and
thereby added to the cumulative optimism before 1929 and the ensuing
pessimism after October of that year. Stock market prices and the
Dow-Jones average had the merits, and demerits, of being one cur-
rently and readily available index of economic activity.

Surveys developed in the past decade of business and consumer
plans for the coming years are monumental contributions to policy-
making and to economic stability and growth. The Commerce-SEC
survey of business investment plans, the McGraw-Hill survey of plant
and equipment outlays, the Michigan Research Center surveys of con-
sumer intentions are indispensable working tools today. We must
also note the tremendous strides in Government budgeting—Federal,
State, and local—and the value to all policymakers generating from
the availability of such information on Government fiscal plans.

The comments and criticisms set forth in the accompanying com-
pendium of statements suggest how far we have come in our current
knowledge, but they leave no doubt that we can still further sharpen
and refine these tools, good as they now are.. One thing that seems
conspicuous from even a cursory view of the statements is the extent to
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which the respondents today accept and welcome the large role of
Government as the responsible party in the collection of statistics.
It seems to be taken for granted that the Government is the most effi-
cient and impartial collector not only of demographic and social data
but of much business information on such intimate competitive mat-
ters as inventories, new orders, profits, and costs. It is a testimonial
to the impartiality of Government.

Most of the data are, of course, byproducts of performing regular
governmental functions. Our knowledge of trends in corporate
profits becomes available, for example, through the routine activities
of the Bureau of Internal Revenue and the Sgecurities and Exchange
Commission. Our statistics on money supply and bankin develop-
ments, so essential to guiding monetary policy, are in Jarge part
incidental to the regulation of bank assefs and the insurance of bank
deposits. Data on building permits are the foundation of our housin
and construction information, and our bankruptcy data are founde
upon court records. '

It is significant that instead of a tone of complaint or irritation
which one might have feared over the burden and cost of supplyin
Government agencies with the raw material upon which the publishe
governmentally collected statistics are based, one finds throughout
these statements a recurrent urging that Government statistics be
expanded and improved by adding more detail rather than less.: There
are recurrent suggestions, for example, that the statistics include more
detailed breakdowns by areas, regions, products, and industrial
classifications.

One comment voiced by several corresporidents on available inven-
tory information cites the “lack of adequate product detail.” An-
other observation urges more detailed classification of establishments
and companies with diversified products and operations. On occasion
these criticisms cite the problems arising from apparent differences
in the industrial classification assigned to a compan by various Gov-
ernment agencies and to the coding of produéts and commodities for
the different census programs among these agencies. »

One cannot help but be impressed from such comments by the extent
to which these statistics are used and relied on by business in day-to-
day competitive decisions, investment, and market planning.

These comments are especially significant to the subcommittee’s
overall review of the methods of collecting, compiling, and presenting
the data and the need for coordinated effort to make them more useful
without duplication, or adding to the reporting burden. '

Another recurring comment relates to the timely release of the col-
lected material. Since we can no longer be content with the long-
delayed publication which we have cited as. existing several decades
ago, agencies of the Government are urged by many of the respondents
to a constant striving toward more timely release, to bring event and
fact into as near a realtime basis as feasible. The arrival on the busi-
ness scene of the so-called second and third generation computers and
modern techniques offering realtime data on many fronts not only
challenges any laggard fronts in reporting but offers tremendous
potentials for greater timeliness. : ' "
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Another thing which the statements point out, noting the avail-
ability today of computers, is that we can now hope for more im-
proved seasonal adjustments in the published data. While the prob-
lem of seasonal adjustment continues to present a variety of theoreti-
cal and conceptual difficulties, it is now possible, for example, for the
experts to interpret better the significance of differences in banking
and commercial figures arising from variable feast dates; such as,
Easter, the grouping of holidays on a long weekend, and even the
hazards of bad weather with their effect upon such diverse elements
as construction activity, bank “float,” and shopping activity.

Several of the papers comment upon the inadequacy of our con-
struction statistics, a deficiency which has been rather generally recog-
nized for some time. Our subcommittee will try to inquire into this
and make recommendations to ascertain what can be done with a
minimum burden upon respondents and at a reasonable cost to the
Government’s overall statistical program.

Aware of the ever-pressing need for improvement, the subcommit-
tee solicited the views of a large number of economists and statis-
ticians on such matters as improvements needed in the quantity and
quality of economic statistics, new data projects which should be un-
dertaken, identification of deficiencies in the present statistical data,
and specifically on the needs for corrective measures and means of
coordinating the Federal economic and business statistical program.

We did not place limitations upon the expression of views or
criticism, but sought expert opinion upon the present state of the
Federal statistical program in the light both of the needs for policy-
making—public and private—and the constantly improving tech-
nology and techniques available in the area of compilation and inter-
pretation.

The compendium contains statements from some 75 individual econ-
omists, many of them associated with colleges, universities, business
firms, labor unions, and research organizations. In the interests of
getting the best technical advice, we have, however, asked that the
statements represent individual professional views and hence need not
reflect the views of the organizations or statistical users with which
the individuals may be affiliated. :

Formal statements were not requested and, indeed, it was specifically
indicated that concise statements unaccompanied by extensive doc-
umentation would be quite acceptable. The replies thus varied con-
siderably as to length, method of presentation, and organization. Some
were submitted in the form of a brief letter, others as more formal
statements of greater length. To achieve a degree of uniformity in
the presentation of these statements, some editing by the committee
staff was necessary. By and large, this editing consisted of the deletion
of those portions of the replies which had no bearing on the principal
statement ; such as, the letterhead and signature, In a few cases, it was
necessary because of space considerations to omit supplementary or
previously prepared material submitted along with or in lieu of a letter
or statement.

The subcommittee’s program contemplates a further analysis of
these replies by subjecting the comments, especially those upon de-
ficiencies and improvements, to the consideration of these and other
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experts, as well as Members of the Congress, by panel discussions and
public Learings. As a step in this Erogramed analysis in depth of
the suggestions and comments, the subcommittee believes that makin
the submitted observations available at this time will be both use
and stimulating in focusing further thought on and review of these
economic tools.

The subcommittee wishes to express its appreciation to the individ-
uals who have contributed to this compendium. We feel that the views
expressed will be helpful and of interest to all members of the com-
mittee and the public concerned with statistics and public policy. The
statements, of course, do not necessarily reflect the views of t{xe sub-
committee or its individual members.

Wirriam ProxMire,
Chairman, Subcommittee on Economic Statistics.



Senator Proxmire’s letter to the individuals who participated in this
study appears below :
. : MarcH 2, 1965,

- Dear : The Subcommittee on Economic Statistics is undertak-
ing a review of statistical requirements in the light of present and
future needs in our growing economy. As chairman of this subcom-
mittee, I invite you to participate.

Much of the recent progress in economic policy has come from avail-
ability of newly developed economic statistics.. The Joint Economic
Committee has a long history of concern for adequate and accurate
economic data so necessary for policymaking, both public and private.
Soon after the committee was established, a staff report on gaps in
our statistical knowledge was made in 1948. Since then our interest
has increased as the character and pace of economic change have made
possible and necessary an expanded Federal statistical program.

We, therefore, would like your views on present economic statistics
and future needs, including discussion of : improvements needed in the
quantity and quality of data in present Federal statistical programs;
new data-collection Frojects which should be undertaken ; deficiencies
in present statistical data together with specific corrective measures;
and improvements in the coordination of statistics programs. These
issues are guidelines and not limitations on your comments.

Lengthy documented responses are not required. Since we may
publish these responses, you should keep this in kind in framing your
comments. If you do not wish your comments published, please indi-
cate this in your reply.

Your participation in this project will be greatly appreciated. It
will help the subcommittee develop an agenda for future investiga-
tions. Please address your reply to William Proxmire, U.S. Senate,
Washington, D.C., 20510.

Incerely yours,

WirriaMm PrOXMIRE,
Chairman, Subcommittee on Economic Statistics.
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A COMPENDIUM OF VIEWS AND SUGGESTIONS FROM IN-
DIVIDUALS, ORGANIZATIONS, AND STATISTICS USERS

StaTEMENT BY HENRY B. ArTHUR, MOFFETT PROFESSOR OF AGRICUL-
TURE AND BUSINESS, GRADUATE SCHOOL OF BUSINESS ADMINISTRA-
TION, HHARVARD UNIVERSITY, CAMBRIDGE, MASS.

I would like to point out one area in which further analysis and de-
velopment seems to me to be of considerable importance, although it is
fraught with great difficulties. This area concerns the contingent or
implied commitments which are very real obligations of individual
businesses but which are seldom reflected in financial statements. Iam
referring to some of the subjects which have received explicit atten-
tion such as sale-leasebacks and other firm-lease obligations. I would
include, however, a consideration of inventory purchases which may
be formally hedged in futures markets, or net at-risk purchases after
taking into account advances, procurement commitments, and un-
delivered sales obligations.

I believe that this area is presently at a stage where individual
analytical studies are required before any general statistical reporting
service can hope to provide meaningful information. I know that
the accounting fraternity has given attention to the ways in which
generally accepted accounting practices should deal with this general
area. It is indeed a complex one but it is a major consideration for
many firms and represents an area in which the actual strength of
companies may vary greatly without showing up in the usual financial
and economic analyses. Perhaps the global summaries are not as
severely affected by the lack of this contingency information as are
the aﬂ}z’tirs of individual economic units, since these contingencies
usually have matching commitments in a compensating direction
which have been assumed by other firms or economic units. Never-
theless, in the dynamics of our very active economy, the location of
obligations and the motivation of business executives and other ad-
ministrators is deeply affected by such items as I have mentioned. I
suspect that progress in the direction of better information will have
to be made through the accounting fraternity and hope that they will
continue and expand their various committee projects that have been
underway during recent years. .



“STATEMENT OF JULES BackMaN, REsearcH Proressor oF Economics,

New York University, NEw Yorg, N.Y.

In response to your inquiry of March 2, 1965, I should like to pro-
pose the following changes:

USE OF IDENTICAL CLASSIFICATION

Statistical data should be compiled within the framework of the
standard industrial classification. Currently, the U.S. Bureau of the
Census and BLS use this classification. However, the Federal Reserve
Board’s indexes of production vary to some extent from the SIC and
hence the FRB data and those of the Census and BLS are not always
fully comparable. For example, the SIC for chemicals includes:

SIC

281 Basic chemicals.

282 Fibers, plastics, rubbers.

283 Drugs.

284 Cleaning and toilet goods.

285 Paints and varnishes.

286 Gum and wood chemicals.

287 Agricultural chemicals.

289 Miscellaneous chemical products.

However, the FRB uses a different classification so that SIC-281 is
divided among inorganic chemicals, organie chemicals, paints, toilet-
ries, and miscellaneous. Similarly, SIC-287 is divided between fer-
tilizers and toiletries and miscellaneous.

On the other hand, the Internal Revenue Service in its annual
Statistics of Income, Corporation Income Tax Returns attempts to
classify corporations within the framework of the SIC but only suc-
ceeds in obtaining meaningless totals. IRS reportsthat:

Industrial divisions and groups were used as a basis for classifying tax return
data according to the principal business activity of the corporation. Returns
were classified in that industry which accounted for the largest portion of busi-
ness receipts even though the return may have been for a company engaged in
many business activities or may have been a consolidated return filed for mem-
bers of an affiliated group of corporations undertaking different business activi-
ties. (Statistics of Income, 1961-62, Corporation Income Tax Returns, U.S.
Treasury Department, Internal Revenue Service, p. 22.)

In my recent studies of the chemical industry I concluded that be-
cause of this procedure:

* * * some industrial chemical companies are classified under “industrial
inorganic and organic chemicals” (SIC-281) while others are included under
“plasties materials, synthetic resins, synthetic rubber, synthetic and other man-
made fibers, except glass” (SIC-282). Since most companies manufacture both
categories of products, a more meaningful and realistic picture of the industrial
chemical industry profits is obtained by combining the data for the two groups
rather than examining them separately. (Jules Backman, Chemical Prices,
ngé)‘;iuctivi)ty, Wages, and Profits, Manufacturing Chemists’ Association, Ine.,
1964, p. 84.

2
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Under these circumstances, it would be desirable for IRS to compile
data only for two-digit groups instead of using the more detailed three-
digit classification. Even the two-digit classifications would be im-
pure since many companies have operations in more than one major
industry.

Nonwage benefits

Various fringe benefits have been growing in relative importance
so that average hourly and weekly earnings no longer adequately reflect
labor costs. Moreover, in some negotiations most of the gains have
taken the form of nonwage benefits so that the trend of average hourly
earnings do not reflect the trend of labor costs. BLS now reports
such nonwage data periodically but only long after the year covered.
For example, it was not until August 1964 that a preliminary report
was made for the year 1962. (See Employer Expenditures for Se-
lected Supplementary Compensation Practices for Production and
Related Workers, Manufacturing Industries, 1962, August 1964.)
Moreover, such data are reported only for very broad industry groups
and hence are not comparable to the regularly reported data for aver-
age hourly earnings, average weekly earnings, and hours worked.

Since many of these nonwage benefits are incurred irregularly dur-
ing the year, it would be necessary to report such estimates only once
a year rather than monthly. They could be collected early in a year
for the preceding year. Inaddition,they should be reporteg7 for indus-
try breakdowns comparable to those used for the earnings and em-
ployment reports. :

Productivity date

Output per man-hour data are reported for a limited number of
industries. The number should be extended and where possible the
coverage should be comparable to the hourly labor cost data which
could be derived if the previous recommendation concerning fringe
benefits were adopted. It would then be possible to estimate unit
labor costs for a larger number of industries and, hence, it would
become possible to identify the extent to which cost pressures develop
because of higher labor costs and conversely. :

Employment and unemployment data

The availability of a large number of job opportunities simultane-
ously with large-scale unemployment suggests the desirability of data
which would indicate more completely the number and types of job
vacancies. Similarly, more comprehensive occupational statistics are
required. (See Recommendations of the President’s Committee to
Appraise Employment and Unemployment Statistics, Measuring Em-
ployment and Unemployment, 1962, ch. VIII.)




StaTEMENT OF RicHARD J. BARBER, VIsITING ASSOCIATE PROFESSOR OF
Law, Yare Law Scroor, New Haven, Coxnn.

In the process of doing some recently published research dealing
with the transportation sector of the American economy, I reached
the conclusion that the Federal Government’s transport statistics are
seriously deficient and in distinct need of a thorough reexamination.
In my view, however, the deficiencies are so many and attributable to
such basic causes as to require a complete overhaul—not just a few
changes in style or some minor modifications in technique.

In another place I said that as things now stand “the Government’s
statistical data as they pertain to transportation are inconsistent, mis-
leading, and inadequate for the purposes they are designed to fulfill.”
Perhaps this should not be surprising, given the fact that so man
agencies and departments are involved 1n the process, something whic
does not keep them from duplicating one another’s labor at the same
time as they leave large gaps unfilled. A great deal of information
pertaining to key transportation industries (e.g., maritime) is not now
published at all, or in such limited amounts as to be of little value.
As for the information which is released, all too often there is inade-
quate disclosure of the concepts employed or the meaning of certain
critical terminology. What makes the matter worse is that a number
of agencies release inconsistent information pertaining, supposedly, to
the same subject; e.g., in the case of air transport, Commerce data
differ from those of the Federal Aviation Agency—and from those
made available by the Civil Aeronautics Board—and, to complicate the
matter still more, the major industry source, the Air Transport Asso-
ciation, publishes material which does not conform with any of the
Government statistics. In many instances the data released by a Gov-
ernment agency are largely useless because of the form in which they
are presented ; e.g., the Interstate Commerce Commission publishes in-
formation dealing with the number of days worked by railroad em-
Eloyees but it is impossible to determine the number of hours worked,

ence, making any judgments as to productivity necessarily the prod-
uct of estimate. As well, even where the Government data are help-
flg]l,_tcommonly they are published so late that they are of limited
utility. -

Given the importance of the transport sector in the economy, the
Government’s statistical information for transportation should ge far
more comprehensive and of much higher quality than is now the case.
Until such data are available, judgments in transportation calling for
an understanding of labor and capital productivity, yields of factors
changes in output, etc., cannot wisely be made. The importance of
better information to industry, labor, the academic community, and to
the Government itself should be obvious.

The time has long since come, it seems to me, for a thorough, objec-
tive reappraisal of the Federal Government’s statistical programs as
they pertain to transportation. Conducted by a committee of experts

4
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drawn from the academic, Government, and private realms, such a
study could yield immense returns in the form of better data and, with
some coordination of effort and the elimination of duplicative iabor,
mi],tilllt even do so with an overall reduction in cost.

view of your familiarity with and interest in improved Govern-
ment statistical programs, I suggest that this is another area in which
you could make a valuable contribution.

49-055—656——2



STATEMENT OF JULIUS BARNATHAN, VIcE PRESIDENT, AMERICAN
Broapcasting Co., New Yorg, N.Y.

To communicate adequately, broadcasters need to know their poten-
tial audiences. To secure sponsorship for their programs, broad-
casters need to know the socioeconomic characteristics of the markets
they reach. Some of these data are supplied by commercial research
organizations but on demographic benchmarks our network and its
individual stations depend upon the statistics produced by the Bureau
of the Census.

Our analyses require small-area data. County-by-county statistics
are most useful in that such data can be combined to represent the
area a particular station serves. But data by metropolitan areas
could fill this need. Even though their boundaries do not coincide
with station areas, estimates for the station area could be extrapolated.
In addition to population and household counts, these area data should
include their socioeconomic characteristics, particularly education,
age, sex, color, occupation, and income distributions.

In 1961, I appeared before this committee in support of a mid-
decade census. Shifts in population with corresponding shifts in
its characteristics are occurring so rapidly that the 1960 census data
are already dated. Initiating a mid-decade census at this time does
not appear expedient. Its %a.nning would of necessity be hurried,
its results not available muc}ll) before those of the 1970 census, and its
operation might interfere with the next decennial census as well as
other programs of the Bureau of the Census. This does not negate
our need for such data and I would urge that plans be made early for
a census in 1975. In the interim, annual population and household
data by metropolitan areas would serve for current descriptions of our
mobile population.




STaTEMENT 0F MoUrRrRaY R. BENEDICT, VISITING PROFESSOR, THE
UNIVERSITY OF ARIZONA, TUCSON, Ariz.

This is in reply to your letter of March 2 inviting comments on the
adequacy of the Federal statistical services. I am aware of the interest
the Joint Economic Committee has long had in this problem and of its
continuing efforts to strengthen the statistical program of the Federal
Government. As a former member both of the Committee on Gov-
ernment Statistics and Information Services set up in 1933 and the In-
tensive Review Committee established by Secretary Weeks in 1953, and
also as a longtime member of the American Statistical Association’s
Advisory Committee to the Director of the Census, I have followed
with great interest the remarkable improvement in Federal statistical
activities over the past 30 years.

Progress has been so striking, especially in the past 15 years, that
it is not easy to put a finger on a specific phase of statistical activity
and say here is where strengthening or broader coverage is most
needed. Improvement has been general nearly all across the board.
Actually, strong statistical work in some of the more progressive agen-
cies tend to stimulate emulation and upgrading in the others. This
forward movement has, of course, been strengt%ened and made more
general through the work of the Office of Statistical Standards, and
its predecessors, which grew out of the work of the Committee on
Government Statistics and Information Services that worked on this
problem in the mid-1930’s.

Almost all of the major statistical services are now too complex,
and too competent technically, to justify anyone in offering criticisms
or suggestions without intensive study of the particular phase or ac-
tivity concerned. It would be presumptuous to attempt detailed com-
ment on so broad a problem in the space of a letter. I shall, therefore,
limit my remarks to two aspects which may merit consideration.

One of these is the problem of maintaining an adequate flow of
data on foreign trade. This is an extremely difficult area of statis-
tical activity,%ut one which is of growing importance and complexity.
The Bureau of the Census has been for some time endeavoring to im-
grove its processing of foreign trade data but I think the matter calls

or additional study. There is not only the problem of routine re-
porting of imports and exports along traditional lines, which in itself
1s a very difficult task. There is, in addition, the very confusing array
of special export programs, notably those of the Department of Agri-
culture and the Defense Department, which makes it very difficult
for the users of data to get a clear view of U.S. foreign trade, especi-
ally on the export side. Commodities move out on a gift basis, under
subsidized export programs, on the basis of sales for foreign curren-
cies, in the form of military assistance, and probably in other ways.
One can seldom be sure, on the basis of the data as new published,
that he has the whole picture, together with appropriate breakdowns

7
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as to what it means in respect to balance of payments, impact on U.S.
supplies, and so on.

On the other side, there is some relatively small reverse flow of
goods and services, purchased with U.S.-owned foreign currencies,
that has some slight resemblance to a flow of imports, though they
may not actually come into the United States. All of these activities
have a bearing on the balance-of-payments problem which has come
to be of such large importance. A logically categorized, well-coor-

"dinated assembling of data of this kind would be of very great assist-
ance to many of the Federal agencies, to researchers outside the Gov-
ernment, and to many business groups. There are in addition a num-
ber of difficult problems pertaining to the processing of the traditional
types of foreign trade data; such as, the amount of detailed break-
down warranted in reporting by commodity and by country, the ad-
justment of reporting operations to perhaps illogical or af least in-
convenient tariff classifications, and the extent to which sampling as
against complete coverage may be warranted. This latter group of
problems is, I believe, under study at the present time.

- This whole area seems.to me to be of such wide interest and to affect
so many agencies, both governmental and nongovernmental, that it
might well warrant assignment to a special committee of well-qualified
technical experts, probably on a mixed governmental and nongovern-
‘mental basis, though it might work better to have the committee proper
‘composed of nongovernmental people with arrangement for close col-
laboration by appropriate Government personnel. That was the proce-
dure used in setting up the Intensive Review Committe which studied
the work of the Bureau of the Census in 1953-54. That operation
proved very effective. Out of some 40 or 50 recommendations made
by the Committee the great majority were accepted and put into effect,
some at Bureau level, some by the Department, and some through
legislative action by the Congress itself. Some study is being given
to this problem of foreign trade data but I am not entirely familiar
with the arrangements. It probably covers part of the ground indi-
cated above but I think not all of it.

The other matter which may merit consideration by your commit-
tee has to do with the Office of Statistical Standards itself. “This
agency is a key unit in the whole program for improvement of Federal
data collection and analysis. It has done a great deal of excellent
work. I think with some modest addition of resources and manpower,
and some shifts in emphasis, it could do more. It is my impression
that it is doing a good job in the reviewing of programs for budgeting
purposes, and in aiding and encouraging the various agencies to im-
prove and strengthen their statistical activities. It has not, at least
in the past, done as much on the coordination of interagency relation-
ships as was contemplated in the original efforts of the Committee on
Government Statistics which led to its establishment. '

This is a difficult and touchy phase of its assigned activity, but a
very important one. Some progress has been made but not as much
as I think might be done from the standpoint of maximum efficiency
‘and economy in governmental statistical activity. Coordination of
the work of the various statistical agencies is peculiarly a function of
the Office of Statistical Standards. Individual agencies cannot, as a
rule, initiate adjustments of that kind and, generally speaking, inter-
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agency committees made up of agency representatives are not likely to
take a strong lead in bringing about nee(Ead changes. Even the Office
of Statistical Standards itself operates under some handicaps in this
realm. Itisnot in a strong position to push vigorously for rearrange-
ments and coordination that interagency committees are reluctant to
take a stand on. This, I think, points to a need for more use of non-
governmental committees established by OSS and, of course, working
in cordial cooperation with it and the statistical agencies concerned.

This type of governmental-nongovernmental cooperation was, in my
opinion, the reason for the very wide influence exerted by the Commit-
tee on Government Statistics and Information Services in the 1930s.
That Committee was unofficial (appointed by the American Statistical
Association and financed by the Rockefeller Foundation) but worked
in very close collaboration with the Secretaries of Agriculture, Com-
merce, Interior, and Labor, and their staffs. It could, after study
and consultation, propose changes without the restraints of agency
connection. Action on such proposals, either positive or negative,
was, of course, the responsibility of the appropriate Government of-
ficials, not of the Committee. It is my impression that many of the
individuals in the statistical agencies welcomed this type of outside
Initiation of reforms which they themselves could not well propose.



STATEMENT OF GERALD J. BONGARD, SUPERVISING STATISTICIAN, THE
Pacrric TeLepHONE & TELEGRAPH Co., SAN Francisco, CaLrr.

I certainly would agree with you that much of our progress in eco-
nomic policy over the years has come from our increased store of eco-
nomic statistics. In fact, we have made such progress in this area that
I sometimes think that our biggest problem now is to increase our
skill and experience in using the data which are available rather than
adding to the amounts of data gathered. In this regard, may I take
this opportunity to commend the many Government employees who
work 1In this area for the great deal of help which they give us from
time to time over and above the publication of statistics. The aid
which they provide in interpreting, evaluating, and understanding the
data which are published contributes greatly to their value.

There are, of course, some sectors of the economy for which the pres-
ent economic statistics could be improved. Perhaps this is most true
of construction, especially in the residential area, where the great
number of builders and local governments involved make compre-
hensive data on starts and costs very difficult to obtain. However,
any steps taken to improve these statistics, or any other statistical
series, would have to also be considered from the point of view of the
additional costs involved to the Government and industry. Many of
these costs tend to be hidden, and it would be possible to go beyond the
point of diminishing returns in gathering economic statistics.

10




StateMENT oF HerBERT R. BrINBERG, DIRECTOR OF MARKETING RE-
SEARCH & PLANNING, AMERICAN Can Co., New Yorg, N.Y.

At the outset, I would like to emphasize that the various Federal
agencies have done an excellent job of preparing economic data, even
though we all recognize that there are a number of areas where im-
provements can and should be made. I have listed these below.

1. Since reported economic data invariably are not as precise as
they seem, they should not be released without an accompanying
statement of their margin of error. Moreover, since very often the
reported data are based on a sample, there are certain limitations to
their use which the reporting agency should state clearly in all their
reports.

g. Reports should also clearly stipulate whether the reported data
reflect 100 percent industry coverage or less.

8. Although the Federal Government has made rapid strides in
improving feﬁnitions of the reported data, further work is needed
in this area. Many of the definitions remain vague and ambiguous.

4. Within the limits of the Government’s resources, it would be
highly desirable to receive monthly data for major industries, such
as reported in the “Current Industrial Report,” both in terms of
physical volume of output and dollar value of shipment. Most of
these reports cover only one set of numbers. The companion series
would give us a better understanding of changes within selected in-
dustry categories.

5.r1XI0W that computers are being used increasingly by the Fed-
eral Government, it would be desirable if major industry monthly
data were adjusted for seasonal variations. This would be of par-
ticular value to us in studying month-to-month movements within a
given year.

6. There is a need for great consistency in data reporting. For
example, the demographic data reported by the Census Bureau rare-
ly report a continuing series on age, sex, location, and other char-
acteristics. Series at times refer to total population, or population
excluding Armed Forces overseas, or resident, population, or civilian
Eopulation. Every effort should be made to use a constant reporting

ase for these detailed statistics.

7. There is a need for reporting data more frequently and more com-
pletely on the major geographic areas of the United States. To date,
the regional data have been reported during census years—once every
4 or 5 years—and rarely go beyond reporting value of shipments and
the value added by manufacture. To the extent possible, additional in-
formation should be issued on the physical volume of output and, if
applicable, selected container sizes.

More comprehensive regional data should help in regional planning
and poverty programs, as well as in our own research effort on plant
location studies.

1
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8. The data reported in the Annual Survey of Manufactures would
be more meaningful if the SIC code numbers covered five-digit in-
dustries for the Nation as a whole, instead of four. To date, only three-
digit SIC codes are used in reporting regional information, and this
is hardly sufficient.

- 9. Although forward steps have been made in the past decade to re-
port data as rapidly as possible, many major statistical series still lay
anywhere from a month to a month and a half behind the actual re-
porting period. Continued effort should be made to expedite the issu-
ance of economic statistics.

10. In the international area, most readers are presently misled by
the comparative income per capita statistics reported on all countries
in the world. The present method of using the foreign exchange con-
version factor is not valid in calculating a nation’s consumer purchas-
ing power in terms of U.S. dollars. For example, a dollar or 360 yen
in Japan will probably buy a larger basket of goods than the same
dollar inthe United States. This'is applicable to many other countries
in the world. A special study should be undertaken to determine a
technique for equating dollars of income around the world. Until this
is done, all Government reports should caution readers against draw-
ing hasty conclusions on’ the comparative economic well-being of
various nations.




StaTEMENT OF J. STEWART BRONAUGH, VICE PrRESIDENT, (GENESCO,
Nasavire, TENN.

1. Under “Retail trade,” the categorical breakdown under the gen-
eral merchandise group includes department stores, mail-order houses,
and variety stores. Growth in recent years of the discount department
group seems to point out a need for including them as a separate cate-
gory. This information would prove quite helpful to marketing
people in the shoe and apparel manufacturing field.

2. Again referring to the general merchandise group, are the figures
shown under “Mail-order houses” complete? Do they represent figures
of retailers dealing exclusively with mail-order business or do these
figures include that portion of regular department store business that
is obtained through mail-order channels? A number of large depart-
ment store groups obtain a large part of their volume through mail-
order methods and these figures should be included under “Mail order”
rather than the “Department store” category. I really am not certain
how this breakdown is made at present.

3. Is there any relationship between figures on “Personal consump-
tion expenditures” and those shown under “Industrial production¢”
For example, personal consumption expenditure statistics show a total
of $29.8 billion for 1962 (clothing and shoes) while under industrial
production figures “apparel” (include knit goods and shoes) shows
an average of $114.5 billion for 1962. It would appear that there
should be a relationship between these two figures. However, allowing
for regular retail mark-on, there is still a wide variation.

- 13




StATEMENT oF ARrHUR F. BUurns, NaTronNarL Bureau or EcoNomic
Researce, NEw Yorg, N.Y.

In response to your letter of March 2 to several members of the
national bureau, my colleagues and I have put our heads together
and present the following suggestions for your consideration in de-
veloping an agenda for future investigations by the Subcommittee
on Economic Statistics:

1. Improvement of price information bearing on the international
competitive position of the United States. (The National Bureau
is now engaged in an investigation of this question, and we shall be
pleased to make our findings available to you and your colleagues.)

2. Critical examination of concepts and definitions employed in
statistics on the U.S. balance of payments. (This examination should
include questions discussed in app. A of the national bureau’s study,
“Problems of the United States as World Trader and Banker,” and
also those discussed in the forthcoming report of the Bernstein com-
mittee on the balance of payments.)

3. Improvement of statistical information bearing on industries
in the so-called service sector, which now accounts for about half of
the employment and output of the American economy. (The na-
tional bureau has underway a study of this sector, and information
on our investigation can be made available to your committee.)

4. Restoration to the census of population of reports dealing with
the economic aspects of the population and the labor force. (For
example, the 1960 census failed to include the usual volume on industry
statistics. This has been greatly missed by economists.)

5. Statistics on job vacancies need to {e developed in satisfactory
form. (A recent conference of the national bureau, held in coopera-
tion with OMAT, has stimulated a good deal of interest in this aspect
of information on the labor market. Copies of the papers presented
at this conference are available.)

6. Statistics of hourly earnings still fail to take account of fringe
benefits, which are a large and increasing part of labor compensation.
A regular, rather than sporadic, compilation of information on fringe
benefits is desirable.

At the present time no governmental agency publishes current,
periodic, and comprehensive data on the average hourly earnings, in-
cluding fringe benefits, of employees in the United States. The
most comprehensive set of figures published by the Bureau of Labor
Statistics pertains to hourly earnings of production workers in manu-
facturing industries. But these figures pertain to hours paid for,
not hours actually worked, and, hence, do not allow for the increasing
number of hours paid for but not worked. Moreover, they do not
include fringe benefits, an element that has become of major impor-
tance to employees and employers alike. Besides, a sizable and in-
creasing fraction of employees in industry are classified as “nonpro-
duction” workers, and they are not covered in the wage statistics at

14
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all. Finally, one must observe that employees in goods-producin
industries are now outnumbered by those in service industries, ang
that the statistical coverage of wage rates and earnings in the service
industries is meager indeeg.

The need for better wage data deserves, I believe, the attention of
your committee.

7. Statistics on profits, which constitute a crucial item in assessing
current business conditions and prospects, are still much too tardy.

8. Comparable monthly or quarterly data on prices and unit costs
of production in major individual industries, which also have a signifi-
cant bearing on the course of business conditions, are lacking.

9. Systematic and comparable records for different stages of the
investment process—that is, for the volume of investment initiated,
the volume executed, and the volume completed—are not available.

10. Further improvements are needed of the vital estimates of the
gross national product; for example, with respect to the Government
sector. Also, estimates of GNP viewed from the expenditure side are
significantly different from estimates viewed from the income side,
particularly with regard to short-term changes.

11. Productive capacity needs to be measured both in major indus-
tries and in the economy as a whole more adequately than is done at
present.

12. Information on national wealth and its various components is
not collected systematically or regularly, but would be valuable in
dealing with many problems of growth. (The Joint Economic Com-
mittee will be holding hearings on a recent report, “Measuring the
Nation’s Wealth,” submitted by the national bureau’s conference on
research in income and wealth. We hope that these hearings will open
up various possibilities of improving the available information.)

13. Data on credit quality are far more important than most people
realize. What is needed is reliable and current information on the
volume and terms of credit extension, whether to business, consumers,
or State and local governments.

14. Too frequently, statistics on wholesale prices represent list prices
rather than actual prices charged.




StaTEMENT OF WirLiaMm F. BuTLER, VicE PresmeNT, THE CHASE
Maxmarran Bang, New Yorg, N.Y.

I attach a memorandum on improving Federal statistics which was
prepared by Miss Justine Rodriguez with suggestions from other mem-
bers of our economic research division.

Mr. John D. Wilson to whom you also wrote for suggestions joins
me in submitting the attached memorandum which we hope you will
find helpful. :

MEeMoORANDUM PREPARED BY Miss JUSTINE RODRIGUEZ

A massive improvement in the quantity, quality, and sophistication
of our economic data has taken place during the postwar period. Due
to the continuing, effective efforts of the various Federal agencies en-
gaged in compiling statistics, coordinated by the Budget Bureau, and
importantly, to the very helpful evaluations of the Joint Economic
Committee of the Congress, the Federal economic data reporting sys-
tem has been raised to a new level of achievement. As a result, knowl-
edge has been significantly advanced, and both business and Govern-
ment have acquired the basis for better policymaking.

Of course, there are possibilities for further improvement—in fact,
quite a few such possibilities. Our first and broadest suggestion is that
more attention be paid to the presentation of the data in publications
and releases.

There could be more explanation for the nontechnical reader.
Brief reminders, for example, that the Consumer Price Index
does not measure the cost of living or that the unemployment rate
is not synonymous with penniless, laid-off breadwinners, might
save some misinterpretation. Likewise, there should be some no-
tation that the numbers cannot be taken seriously down to the last
decimal place, and some indication of the range of uncertainty
even if the statement is necessarily imprecise.

More explanation for the professional reader is needed, too.
The last definitions of the balance-of-payments items came out
more than a decade ago. The procedures in computing some of
the components of the national income and product accounts are
difficult to fathom, and those for the input-output cells may well
be impossible for some time. Another form of assistance which
is unduly scarce is discussion of the similarities, differences, and
relationships among series.

It should be general practice to publish blocks of back data with
the current figures, and to cite the precise sources where the
series can be most easily traced back to their origin. Most series
are or should be available in two or three places; no one should
have to go searching at random through back issues, perhaps
missing revisions.

16




IMPROVED STATISTICS FOR ECONOMIC GROWTH 17

Breaks in the series should be kept to a minimum. When, for
regulatory or other reasons, such changes are necessary, clear
warnings should be footnoted, and every effort should be made to
obtain consistent back data, or at least, by overlap and discussion,
to make some adjustment possible. .

Consideration should be given to consolidating publications.
For iﬁlformation on some subjects, there are too many places to
search.

Turning to specific types of statistics, the discussion is organized to
cover five major areas: the supply side of the economy, the components
of demand, industry statistics, financial statistics, and regional data

Statistics relating to the supply side of the economy deserve some
priority. These are essential for decisions which affect the growth
and stability of the whole economy. Moreover, data in this area have
lagged behind need, potential, and the advance of economic statistics
generally.

Job vacancy data, now under study, should be developed as
rapidly as proves feasible. And the recent acceleration of work
on labor mobility should be continued. In addition, it would
probably be both possible and valuable to inventory the skills
possessed by the labor force (within and among occupational cate-
gories) and the skills which are needed now as well as those
which will be needed in the future. These lines of inquiry should
be pursued with diligence, for they will assist in formulating
policies which would result in the lowest possible unemployment
1cionsistent with free choice and the highest growth without in-

ation.

Capacity and operating rate figures should be attempted.
There are two concepts. One, a limit-of-physical-capability con-
cept, is applicable to defense requirements, for example. The
other, an increasing cost concept, is relevant to decisions to expand
capacity, and, at present, is probably the more important.

Additional study should be devoted to productivity, and more
attention should be paid to publishing what is known about this
subject. In particular, intrayear figures other than those in
“Business Cycle Developments” are needed. So are continuing
measures of capital stock, and a “total productivity” series to
supplement the data on output per man-hour.

ome study should be given to collecting information on the
quality of education. And there could be better information,
some on an opinion basis, about the impact and types of research
in progress and the size of the “technological backlog.”

The statistics on the components of demand are further along in de-
velopment. Here, there are specific areas where quality could be
improved. ‘

Strange as it may seem, there is relatively little information
on Government purchases from business. This is so in terms of
kinds of goods and services purchased, and the rate of expendi-
tures from quarter to quarter by the Federal as well as the State
and local governments. There are apparently some unpublished
figures on Federal obligations, monthly, and on State and local
expenditures, quarterly, but more data are needed on both type

~ and rate of purchase.
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Housing statistics need further improvement. Probably this
should start with a census of construction, including material for
the study of the value put in place per dollar of payroll for
the different kinds of building at different stages of construction.
With this information and payroll data already being collected,
perhaps better construction figures could be ccmputed.

The figures on net change in inventory in the GNP accounts
are often revised by significant amounts, and little is known until
considerably after the fact. There is room for improvement
here.

In the area of industry statistics, some very basic long-term plan-
ning is necessary. The new input-output table for 1958, though it has
added to our knowledge, has also revealed flaws in concepts and data
collection which will be increasingly irksome in the future and which
will take some time to correct.

The old problem of finding meaningful industry definitions, heavily
compounded by the large and growing number of multiple-product
companies, must receive some new thinking. Perhaps the answer is
product groupings for some statistics and company groupings for
others, or multiple coding of the same company. The new computing
(f:apacity would make such a possibility more feasible than hereto-

ore.

The second basic inquiry is: Are the right questions being asked in
the industry censuses? There is little direct knowledge of suppliers or
customers; such information is pieced together in very precarious
fashion in the input-output table. Some of the supply side data dis-
cussed above might be collected via the censuses. The timelags in-
volved here are tremendous; investigation of the new questionnaire
should begin immediately in order to be adopted for the 1968 Census
of Manufacturers which will be out about 1970.

These suggestions involve reevaluation of the whole system of col-
lecting industry information. Perhaps there should be separate hear-
ings on thissubject. Are the sectors, industries, and products currently
receiving attention from Federal statisticians and economists in pro-
portion to the need? Industry size, volatility, and the availability of
information elsewhere are all factors to be considered. Consistent
data which add up to broader sectors have advantages. The view-
points of economists and financial analysts as well as those of the
individual industries deserve consideration.

Two aspects of industry are of interest. One requires organization
of data by product lines—categorizing activities according to common
supplies, production methods, and/or markets. This is the valid orga-
nization for input-output table use, for discussions of changing tech-
nology, tastes, resource consumption, and so forth. The other requires
organization of data by common ownership and/or control. This is
the valid organization for all types of financial analysis. In this con-
nection, it should be noted that better data are needed on profits, cor-
porate equity, and the number of independent business firms by size.

Financial statistics are, comparatively, plentiful and good. There
are several specific suggestions, however. The prime one is that the
flow of funds matrix be published more promptly. Data for many of
the cells are available long before the table is issued. A preliminary
table could be put out even if much information were missing and the
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issued figures were subject to revision. Though the checks su}l)fwlied by
the matrix form would not be possible, such a table would still be use-
ful. It would also be helpful to issue the actual figures right along
with the seasonally adjusted ones.

Another problem is consistency. In particular, the flow of funds
tables should be brought into alinement with the national income and
product accounts by mutual adjustment. And the tables on net sales
of securities compiled by the SEC could have minor variations
removed.

‘What about additional data? It would be very helpful to have some
breakdown of the other mortgages, not on 1- to 4-family residential
property. And it would be timesaving to have some information on
mortgage rates and terms in the Federal Reserve Bulletin. Two sets
of statistics could be usefully collected on weekly reporting member
banks: the maturity distribution of municipal bonds held, and foreign
branch loans and deposits.

As for regional statistics, the Federal Government could not possi-
bly fill all of the demands. It sometimes costs nearly as much to get
figures for one locality as for the Nation as a whole. Still, efficient ad-
ministration would seem to require consistency in the way regions
present their statistics. The Federal Government would not neces-
sarily collect the statistics; rather it would provide the methodology
for uniform estimating procedures, and sometimes the localities could
contract for the Federal Government’s assistance.

Incentive to develop statistics at a local level could come from direct
financial aid or the tying of aid under other programs to the proviso
that the region supply the necessary uniform statistics. Incentives
specifically should provide for historical continuity. Often local
statistics are collected as offshoots of government activities such as un-
employment insurance. When these programs change, the back sta-
tistics are not revised. Federal advice and possible withholding of
funds could prod them into providing the necessary perspective.

First priority in terms of subjects for better local statistics should
go to measures of total output or income. Providing a model from
which a region could estimate its gross product Would%e highly desir-
able. Barring this as costly and fraught with the possibility of large
statistical errors, other measures of regional economic activity can be
devised. The Federal Government, which now provides annual data
on personal income by States, could provide the statistical framework
to enable regions to estimate personnal income from the State aggre-
gates. Some States (New York) already do this, but there should be
a model to insure comparability between areas. More timely estimates
could be made from the insured payroll data. Man-hours and electric
energy consumption are another possible measure of the level of
economic activity. Several regions are experimenting with this type
of data now; the Federal Government could be helpful in appraising
these and recommending a uniform procedure.

Two other types of statistics are particularly needed. One is better
measures of the unemployed. Regions currently provide aggregate
unemployment data, but—aside from the decennial censuses with their
long publication time—there are no figures on the composition of the
unemployed. This material is not needed monthly, but it could be esti-
mated at intervals of 1 to 3 years, perhaps from unemployment insur-
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ance claims. The other is comparative intercity cost-of-living infor-
mation. The Bureau of Labor Statistics has the raw data to provide
up-to-date statistics in the survey for the 1960-61 revision of the Con-
sumer Price Index. This program should be pushed through quickly
if it is to have value.

One remaining thought: The United States should support efforts
to develop comparable statistics in the other nations such as those
being carried on by the U.N. ,

With the gradual formalization of supervising organization,
through Presidential action and through legislation, this particular
feature, in my opinion a valuable one, was lost. It could in large
measure be restored at relatively small cost by more use of outside,
highly competent technical committees on specific interagency prob-
lems, operating without specific agency connections. I do not pre-
tend to be fully informed as to how far devices of this kind are now
being used, but I think not as much as was contemplated by the Com-
mittee on Government Statistics in fostering the type of development
that has eventually come into being.

Aside from the kinds of action outlined above it seems to me the best
and soundest progress will be made through continuing guidance, en-
couragement, and pressure on the part of the Office of Statistical
Standards. In a statistical organization so complex and sophisti-
cated as that the Federal Government now has, few specific and short-
run proposals for change-can be useful. It is a matter of continuing
evolution, brought about through vigorous, constructive leadership.
Important in that connection is adequate financial support and strong
staffing for the Office of Statistical Standards and the provision of
strong leadership in the various statistical agencies.



STATEMENT OF J. A. CLEVELAND, MANAGER, SALES ANALYSIS AND FORE-
CASTING, AMERICAN-STANDARD PLumsing & Hearing Diviston, NEw
Yorg, N.Y

We realize the difficulty of centering the responsibilities, Govern-
ment as opposed to private industry, in the gathering and publishing
of economic statistics. However, 1t is our belief that the following
types of information would fall under the responsibility of Govern-
ment; :

1. Census of housing and population—With the acceleration of
changing conditions it seems that 10 years is too long a period to wait
for updating of census data on housing and population. This is par-
ticularly true in the area of housing. It is concluded that many of
our citizens are inadequately housed, but this assumption is usually
based on outdated information. This lack of a more frequent measure-
ment of existing housing leaves a void, particularly when we take into
account the shifting nature of our population. We would recommend
the reestablishment of the mid-decade survey of housing.

2. Housing starts—Although much concern is expressed by the
users of construction statistics as to the accuracy of the housing start
series, we at American-Standard find this series a very valuable
indicator.

3. Housing characteristics.—Improvements to the housing start
series would be periodic studies showing the characteristics of new
housing on a national and geographical area basis. Such studies,
indicating type of structure, size, cost range, number of rooms, facili-
ties, etc., would afford better judgment in determining whether new
home construction is meeting the changing requirements of our hous-
ing needs. However, we do not believe that such a characteristic of
housing series, developed by the Government, should necessarily be a
material usage series which we feel falls more under the responsibili-
ties of private industry.

4. Vacancy rates—Construction is one of the Nation’s largest in-
dustries, accounting for more than $66 billion in 1964, or 10.6 percent
of gross national product. The participants of this industry are not
a few manufacturers but untold thousands of individuals consisting
of contractors, suppliers, and manufacturers. Because of the com-
plex makeup of the industry there is no control for balancing supply
against demand. Therefore, it would be very important that the in-
dustry have better knowledge of its inventory which we feel is best
expressed through residential and nonresidential vacancy rates. The
accuracy of existing residential data on vacancy rates is highly suspect
and only available on a very broad geographic basis. Also, there is
virtually no adequate information on nonresidential vacancy rates.
We recommend that improvement be made in this area.

5. Demolitions—Another void relative to construction demand is
a statistical series on demolition. With so much emphasis today on
urban renewal, measurement of this activity increases in importance.
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StateMENT OF ANstey J. Coare, Direcror, OFFICE OF POPULATION
ResearcH, PriNcETON UNIVERsITY, PrINCETON, N.J.

Under the time constraints that I face, all I can do is to make two
specific suggestions in areas most closely connected to my professional

" work:

1. Current data obtained from households, at present by the current
population survey, should be collected at no more than yearly intervals
from a much larger sample. Both economic and social data (on the
labor force, on occupations, on the distribution of family incomes, etc.)
can be estimated from the current sample only for the national popula-
tion. No reliable inferences can be made about small groups and the
deficiency is greatest for geographical subdivisions of the country.
Annual coverage of a really large sample of households, perhaps a
million, would provide much of the detailed information at a cost that
I should think would be much less than the quinquennial census
program that some authorities have proposed.

2. A much less costly suggestion is to incorporate a question or
rather a series of questions on plans to marry for single persons, and
intentions to have children for married couples where the wife is
less than 45 years of age in the current population survey at least
one a year. Information of this sort was collected in 1955 and
again in 1960 in studies carried out by the Survey Research Center
at the University of Michigan. The sample in each case was less
than 3,000 couples, but nevertheless, the data collected promised to
be very helpful in improving our predictions of future developments

in population. More frequent data from a larger sample would be'

very valuable indeed.
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STaTEMENT oF Morris A. CoPrLany, Proressor or Econonios, CORNELL
UxrversiTy, ITHACA, N.Y.

It is evident from your letter that you want discussion of areas
where improvements in available economic statistics are needed, al-
though just how to bring about the improvements is by no means clear.
I would like to indicate four areas where some steps forward are
particularly urgent.

1. Total nonagricultural employment.—We have two current month-
ly reports on total nonagricultural employment; one based on em-
ployer surveys, the other on household surveys. The difference be-
tween them is substantial. Further, this difference has varied
significantly from time to time. The Gordon Committee gave us
something of a reconciliation for December 1960, but it left an un-
explained difference between the two reports of a million persons.
Presumably most of this unexplained digerence represents an error
in one of the reports, possibly errors in both. It seems to me the
agencies responsible for these reports could and should give us on a
regular annual basis a reconciliation, and that each year they should
give us for some definition of total nonagricultural employment their
best guess as to the correct total annual figure.

2. Capacity—A good deal of progress has been made during the
last several years toward developing measures of the relation between
the actual level of operations and the capacity level, at least for im-
portant segments of our economy. There 1s urgent need for an
annual comprehensive measure, an estimate of the capacity level for
GNP that we can compare with the level actually achieved. ~If a series
of such estimates could be started I think it is reasonable to expect
that with time and experience it would gradually improve.

8. Oredit conditions—There is need for a current summary of credit
conditions that would enable us to trace somewhat more precisely than
we can today changes in the tightness or easiness of credit. Just what
form this summary should take I will not attempt to say. Mortgage
interest rate information is sketchy. We have no regular summary
covering terms such as downpayments and loan maturity periods, and
no good way of tracing changes in the degree of severity with which
creditmen rate the creﬁit worthiness of would-be borrowers.

4. Areas of high unemployment.—At present both Economic Indica-
tors and the Survey of 'szlrrent Business are confined to national time
series. There is one kind of information that I think is urgently needed
on a locality basis—information on unemployment. The BES area
reports should be tightened up (the Gordon Committee has emphasized
particularly the need for standard seasonally adjusted unemployment
percentage figures). It would be desirable to have improved reports
compiled for at least 150 areas, and to have published in some general
business information journal on a quarterly basis unemployment per-
centage figures for all those areas in which more than ¢ percent of the
labor force is unemployed.
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SUGGESTIONS FOR ADDITIONAL ECONOMIC INDICATORS AND FOR
SUPPLEMENTS TO EXISTING SERIES

1. Unliquidated obligations incurred.—Current figures at the end of
each quarter for the entire Federal Government. It would be helpful
also to have separate figures each quarter for (¢) Army; (b) Navy;
(¢) Air Force; and (&) all other, 1f this is feasible.*

9. Budget projections—Quarterly estimates of Federal fiscal oper-
ations on a national income and product account basis running three
to six quarters into the future. I suggest separate figures for (a) total
receipts (exclusive of receipts from borrowing and loan repayments) ;
() ENP expenditures; (¢) interest and transfer payments; and ()
surplus equals (@) minus (6) minus (¢). Each January it should be
possible to have quarterly projections running through the following
fiscal year. Figures for the last two quarters of that year would re-
flect the President’s budget estimates. Figures for the first quarter
of the calendar year just beginning would reflect both appropriations
(and other new obligational authority), and obligations incurred.
Presumably these projections should be revised quarterly.*

8. Asset computations from the flow of funds accounts—Quarter-
end figures on the depreciated value of fixed capital investment for
(@) the consumer and nonprofit sector; (b) farm business; (¢) other-
noncorporate business; and (d) nonfinancial corporations. It would
be desirable to have separate figures for residential structures in the
cases of (a) and (d) and for durable goods in the case of (a).

4. Various recommendations have been made that the national in-
come and product accounts (Department of Commerce NID) and
the flow of funds accounts (Board of Governors of the Federal Re-
serve System FOF') be put together into a single comprehensive set
of social accounts. The problem seems to be how to implement these
recommendations. As a modest step toward putting these two sets
of accounts together I suggest that the Government issue, at least on
a. current annual basis, reconciliations for the following three pairs
of items:

(1) Personal saving (NID) and gross saving of the consumer
and nonprofit organization sector (FOF).

(2) Excess of Federal Government receipts over expenditures
(NID) and current surplus of the Federal Government (FOF).

(3) Excess of State and local government receipts over expend-
itures (NID) and current surplus of the State and local govern-
ment sector (FOF).

In each case currently published figures explain part, but only
part, of the difference. Perhaps the National Income Division and
the Federal Reserve’s Division of Research and Statistics could issue
these reconciliation releases jointly. Alternatively the Office of Sta-
tistical Standards might issue them.

*Norp.—Some figures of this sort have been published but current data are not
conveniently available shortly after the end of each quarter.



StaremexT or STEPEEN McK. Du Brun, Derrorr, MicH.

This is in response to your invitation of March 2, 1965, to participate
in your subcommittee’s review of Government statistical requirements.

gince receiving your letter I have also received the recommendations
contained in House Committee Report No. 52, “Federal Paperwork
Requirements,” dated February 19, 1965. I find myself largely in
agreement with these recommendations. However, I would add some
comments to some of them, as follows:

In respect to recommendation No. 4; namely, that the estimated
cost of the program be weighed against the potential value of each
report or program, I would add that the estimated cost should include
the cost to the respondents in responding, not just the cost of the
Government in compiling the data.

This raises another issue; namely, why American citzens should be
required arbitrarily to supply figures at considerable expense to them-
selves from which they cannot conceivably derive any commercial
benefit. Many surveys and other statistical programs undertaken by
various Federal agencies are solely for the use of the agencies them-
selves and have no conceivable commercial value to the respondent.
Under these circumstances, the least the respondents are entitled to
is a reimbursement for the out-of-pocket expenses incurred in com-
piling and reporting such data. If the agencies were compelled to
pay such expenses out of their regular budgets, requests for authori-
zation to conduct surveys would receive much more careful considera-
tion by the agencies themselves. The judgment as to whether the re-
spondents will not derive sufficient commercial value from the informa-
tion sought and, accordingly, should not be required to report without
compensation, is a judgment that could readily be made by the re-
viewing authorities in the Bureau of the Budget when considering
the authorization of the survey in the first instance.

Also, I would suggest that the duties of the Advisory Council
should be spelled out in the law rather than be left to administrative
determination. Only then will the members of the Council feel that
their position is more than one of bureaucratic favoritism. In addi-
tion to the items contained in House Report No. 52, I recommend
that your committee review the recommendations contained in the
report of a Committee of which I was the Chairman which was estab-
lished in 1954 at the request of the Bureau of the Budget to review
the deficiencies of the census of manufactures and to make recom-
mendations for its improvement. That report was later incorporated
in the record of your main committee, the Joint Committee on the
Economic Report, on February 9, 1955 (see copy attached). All of
the recommendations of that report were accepted by the Bureau of
the Budget and in principle by the Census Bureau. However, as a
practical matter, little, if anything, has been done to implement them,
and yet the census of manufactures is the foundation for many of the
most important statistical computations. Hence, the basic errors con-
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tained in its classifications and in its compilations are repeated there-
after throughout the entire subsequent series bottomed thereon. Ac-
cordingly, the reform of the census of manufacturers is basic to any
effort to improve the overall quality of Federal economic statistics.
In order to accomplish this, it will be necessary to reconsider the stand-
ard industrial classification (SIC) which has become a “procrustean
bed,” by which the various Federal agencies are compelled to classify
products and establishments in wholly arbitrary and frequently
%rossly inadequate single classifications. The use of such a single classi-

cation system for thousands of industrial products, processes, mate-
rials, and establishments, each of which should be cross-classified under
as many as five or six difterent cross-classifications, is at the root of the
difficulties encountered in reforming the census of manufactures itself.
Under the Federal Reports Act, the responsibility for this is squarely
in the Bureau of the Budget and they have ample authority to deal
with this problem. I recommend that Congress direct the Bureau to
tackle this immensely important task, and then require that the census
of manufactures be reorganized in accordance therewith, as recom-
mended in our committee report of February 9, 1955, referred to above.

As to improvements that could be obtained in the coordination of
Government statistical programs, the recommendations of House Re-
port No. 52, above referred to, would deal with this matter quite satis-
factorily.

With these reforms set in motion, I am satisfied that great progress
will be made in the quality of Federal statistics while material econo-
mies will be effected in their preparation and publications both for
the Federal Government and the business respondents.




StaTEMENT OF ARTHUR V. EpWARDS, MANAGER OF MARKETING SERVICES,
Home Srate Farm PusrLicarions, Inc., CLEvELanD, OHIo

Woe find the Federal statistical program in the field of economics
very helpful to our company in a number of ways. In fact, we are
quite happy with the information as it is now being provided.

Naturally, as I am sure is true of other publishers in the farm field,
we occasionally find that we would like some farm data that is not
readily available. Specific listings regarding the number of beef cattle
farms, livestock operators, number of farms selling grain-fed cattle,
number of beef cattle sold per year per farm, expenditures for fer-
tilizers, expenditures for farm chemicals used, and the use of animal
health progucts, by product, would be helpful. However, I am quite
sure that it is not practical to provide all the information we might

make use of in these various categories.
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StaTEMENT OF G. A. Eraass, Direcror or BusiNess Researca,
CurysLER Core., DETROIT, MICH.

Chrysler is, of course, always interested in more accurate and more
timely statistics. The corporation is a member of the Federal Statis-
tical Users Council, the American Statistical Association, and other
groups which seek to foster improvement in Federal statistical pro-
grams. At the same time, we are always concerned that the costs of
such programs, both in public funds and in private reporting man-
hours, be kept within reasonable limits,

These two concerns are not necessarily contradictory, as you well
know. We have noted over the past several years great improvements
in Federal statistics, and we feel that these have been due not only to
the work of user groups and highly competent Government technicians,
but to the interest that you and other members of Congress have taken
in the programs.

Again, in general, we think the greatest opportunity for continued
improvement rests in the area of timeliness, especially in the statistics
which measure growth or lack of it in cities and metropolitan areas.
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StaTEMENT OF Ira T. Eruss, E. I. pu Pont pE Nemours & Co.,
WiMiNeToN, DL,

The Du Pont Co. has found that, except for a few broad economic
studies, statistical data on foreign trade published by the Department
of Commerce are, for the part, far too general to provide helpful
information. The basic problem in our view, is that present foreign
trade statistics are classified according to a system which utilizes prod-
uct categories which are very broad. "Such categories include so many
products that any information about a particular product, which is
generally what would be of interest to a business such as ours, is
usually buried and not available.

It is possible under some conditions to purchase from the Bureau of
the Census statistical data on a specific product included in a cate-
gory. However, in many cases this cannot be done. We would like
to suggest that the Department of Commerce consider making foreign
trade data available for individual products to the fullest possible
extent. The Department of Commerce or some other Government
agency could be a repository for individual product foreign trade
data. There would be no need to publish or distribute such data
widely on an individual product basis, however, it would be available
to those who wanted it for a specific product. If this Government
service were widely known, it could well result in elimination of many
reﬁ)orts presently prepared and widely distributed which are of little
value

We realize that, in some cases, for the Department of Commerce
to provide more detailed information about a specific product may be
difficult or even impossible because of the practice of the Department
of not revealing data which might be advantageous to competitive
enterprises, domestic or foreign. However, in our opinion this inabil-
ity to provide specific product detail would be confined to a limited
number of situations and would not seriously impair the overall use-
fulness of such a service.

Finally, we are also concerned about the makeup of the U.S. chemi-
cal balance of trade, particularly insofar as the U.S. chemical balance
is compared from time to time with the chemical balances of other
nations. This becomes important when efforts are made to assess the
world trade position of the U.S. chemical industry. Today, the result
is a comparison of unlike product groupings with the inference being
that the comparison is a proper one. This results, for practical pur-
poses, in no comparison at all. To a lesser extent we believe the same
situation exists when the foreign trade position of the U.S. chemical
industry is placed alongside that of other U.S. industries. In this case,
we believe that some items are included in the U.S. chemical balance
which should not be included and which properly belong in another
industry. 'We suggest that the makeup—i.e., the items going into the
U.S. chemical balance—be reexamined and reassessed in light of these
considerations.
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Further suggestions for improving the census of manufactures are
the following :

Improve the indexing of reports, specifically “Synthetic Organic
Chemical” and the “Census of Manufactures.”

Publish a comprehensive catalog or index to the statistical data com-
piled by all U.S. governmental agencies.

Publish a list og personnel in various collecting agencies who can be
contacted for answers to questions concerning data.

Expand the amount of data given for many products in the so-called
basket categories, especially in “Synthetic Organic Chemicals” and
various tariff reports without, of course, revealing production of any-
individual companies.

In more general areas, we believe there would be improvement in con-
struction statistics, including housing starts, additions and alterations
to residential structures, etc. While, admittedly, it is difficult to get
data in such broad areas that will be meaningful for the entire country,
we believe the present data could be substantially improved.

Data on retail sales should be similarly improved. The early data
released on retail sales are later revised substantially. Could not a’
sampling method be devised to arrive at a firm figure sooner than those
now available?

The wholesale price index of the chemical and allied products indus-
tr{' should be expanded to cover a broader sample of commodities actu-
ally moving in the industry. The composition of this index has not
been revised for several years and many new products have become im-
portant during this time. o

Employment and unemployment data should be prepared in a form
which would stress unemployment among adult male members of the.
labor force rather than combining them with teenagers, working’
wives, etc., when many of these latter groups are looking only for part-
time work. In addition, could we not provide data on unfilled job
opportunities, particularly for semiskilled and unskilled workers?
The magnitude of normal seasonal unemployment should be available
from the data; i.e., construction workers in northern areas during
the winter months, schoolteachers in summer, etc. Finally, I believe
the unemployment statistics should provide data on educational levels
of the unemployed, since a low level of education is an important
cause of insufficient employment. In short, should not the unemploy-
ment data point more clearly to desirable solutions to the unemploy-
ment problem, rather than merely providing facts?

The Federal budget should be presented in a more meaningful way,
to show the magnitude and variety of activities being described. It is
difficult now, for example, to determine the cost of various agricultural
programs, or the extent of Federal lending agencies, or the extent
of Federal participation in business-type activities, etc.

A similar statement could be made about the Nation’s balance-of-
payments problem. The experts should agree on what is to be in-
cluded and how it is to be presented. For example, should Govern-
ment giveaways under Public Law 480 be included as exports? Of
course, the goods are shipped abroad, but their inclusion in exports-
givgs a false picture of the number of dollars generated by our export
trade. -
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We need faster data on corporate profits. It is now the end of
the first calendar quarter of 1965, and very little corporate profit data
are yet available for the fourth quarter of 1964. Could not a sam-
pling plan be developed to provide useful estimates of corporate
profits in a period in less than 3 months after the close of the period ?

Finally, I believe it would be more desirable for Government agen-
cies to attempt to provide more and better data desired by business
and to be less concerned to develop data to show changes in the con-
centration ratios of industry.




SratemMENT OF Donarp EricksoN, ARTHUR ANDERSEN & Co.,
Cuicaco, IiL.

Contemplating the statistical requirements of our country, I would
like to make two observations. The first one concerns the coordina-
tion of statistical requirements by Federal agencies so as to minimize
any duplication and overlapping that might exist.

My next point would relate to the quality of statistics, and a great
deal of attention ought to be given to whether or not the statistical
information required to be supplied meets real needs at reasonable
costs of procurement. Many business organizations today are faced
with an increasing number of governmental information demands
which are costly to secure. If it were feasible, some attempt should
be made that, when demands for economic information are made, the
estimated cost of securing it be determined also. Perhaps, some
organizations like the General Accounting Office could audit the
statistical policies of each Government agency in connection with
their existing responsibilities.

I think it is important that statistical programs be reviewed con-
stantly so that obsolete statistical demands are weeded out and elimi-
nated. So often statistical programs are started, and the need disap-
pears without a recognition at the same time that the statistical
program should be discontinued.
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StaTEMENT OF J. WitLiam EversoN, MANAGER oF MargeTING RE-
searcH, THE Dow CmEMICAL Co., MmLAND, MICH.

The following comments on general data adequacy and possible
future needs for statistics are by no means exhaustive but represent
some of the aspects of data availability of interest to us.

1. Certain groups of data are of considerable use in understanding
general business conditions—seasonal and cyclical swings in business.
Increasing use of such data by computer techniques may have influence
on moderating and hopefully eliminating business downturns. In-
creased timeliness and accuracy of such data improves their utility.
Such data include inventory in the several channels of distribution
by major industries, levels of employment and unemployment, business
sales by major industries, price levels, etc.

2. Further regional data will be of increasing utility to business.
Federal Reserve Board indexes of industrial production by major
industry, by region, would be useful.

3. It is to be hoped that improved methods of collating, analyzing,
and publishing data could speed up the availability of certain very
useful product and industry information. We understand that in-
dustry is also often to blame for slowing the collection process.

4. Programs for the elimination of useless data and consideration
of duplicate data should improve concentration on the accuracy and
timeliness of more necessary mformation.

5. The further use of influential organizations within the several
industries to determine relative utility of data, modifications and im-
provements, and future requirements might be increasingly helpful.
For example, in the chemical industry the Manufacturing Chemists
Association, éynthetic Organic Chemicals Manufacturers Association,

and Chemical Marketing Research Association, are all concerned
about the availability of necessary data.

6. Users of data in industry are also cognizant of the mounting cost
of data availability both within the Federal statistics program and
within industry. It is to be hoped that programs can be carefully
related to present and future needs.
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StatEMENT OF RoBERT FERBER, BUREAU OF EconoMmic & BUSINESS
ResearcH, UNiversITY OF ILprinois, CHamPaIGN, ILL.

At the outset, let me say that there is no question that the economic
statistics programs of the Federal Government are among the best in
the world and that they are being operated by highly capable people.
This is something which can only be appreciated after one has had the
experience of working with statistical programs in other countries.
The coverage and the quality of our programs have been improving
virtually from year to year. Future efforts are, therefore, perhaps
best directed along three lines: the further improvement of the quality
of existing programs; the addition of whatever new programs may
be needed; and the coordination of these programs. My comments
are accordingly organized along this three-way division.

IMPROVEMENTS IN EXISTING PROGRAMS

Perhaps because of the multitude of data currently being published
on economic conditions, there seems to be some tendency for laymen
to overlook the fact that all data contained errors of one sort or an-
other. The people preparing the data are well aware of the sources
of error but, except for the publication of sampling error tables in
appendixes, relatively little effort is devoted to the measurement of
these errors. For example, the periodic surveys of consumer expen-
ditures, which are based on consumer surveys, contain without ques-
tion numerous errors of reporting and of nonreporting. Such errors
are inevitable in survey data because few families are both able and
willing to report expenditures with much accuracy over the period of
a year or more. In an aggregative sense, the magnitude of these
errors can sometimes be ascertained by comparing totals for particular.
products with corresponding totals obtained from business and other’
sources. Such comparisons, however, conceal errors in the individual
reports and can be highly misleading in the interpretation of economic
welfare. For example, if it is true that for certain types of expendi-
ture small spenders tend to overreport while large spenders tend to
underreport, as is true for some types of savings, inferences regarding
levels of living based on such data can be greatly in error.

To take another example, the Consumer Price Index usually varies
by one-tenth or two-tenths of 1 percent from one month to the next.
In some cases, this variation may be due to sampling fluctuations in
the data while in other cases this variation may reflect a real shift
in prices. Under the present program, such a differentiation cannot
be made. Clearly, therefore, practical methods are needed for attach-
in%i estimates of sampling errors to fluctuations in the Consumer Price
Index.

To take a third example, we do not currently know how much
of the reported unemployment is real and how much is spurious in
the sense that the interviewee is imposing unrealistic conditions for
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employment. In some cases, it is not even clear how seriously the
unemployed person is looking for a job. Work is needed to in-
troduce methods for distinguishing such instances.

Essentially, all of these examples point to the need for setting up
experimental programs to evaluate tEe adequacy of some of our key
economic statistics. These programs are undoubtedly more difficult
to justify because they result not in additional tangible data but
in the intangible form of data with higher quality or of data with
realistic error estimates attached. ‘Viﬁl the exception of sampling
errors in the Consumer Price Index, my feeling is that the main
orientation of such programs should be toward the study of means
of estimating the magnitude of biases and nonsampling errors in the
data. Such biases are particularly likely in any data collected from
consumers, but may also exist in data collected from other sources.

With regard to the improvement of existing series of data, other
than those already mentioned, I would like to stress particularly
the need for better estimates of consumer saving. At the present
time, as you may know, saving in the national income estimates
are obtained as a residual, as the difference between disposable in-
come and total expenditures. Since both of the latter magnitudes
are very large relative to saving, small errors in income or in ex-
}i‘enditures can produce substantial errors in the estimate of saving.

o be sure, some check on the saving estimate is available from the
data provided by the SEC, but this check is not exact and leaves
considerable margin for error.

NEW DATA PROGRAMS

- Four such programs are suggested here, though three are not new,
since I believe that work in these areas is currently either being
considered or is underway on a limited scale. Nevertheless, such pro-
grams would seem worth mentioning as deserving high priority.
First, there is need for comprehensive data on the demand for Iabor
by detailed occupational breakdowns and by local areas. Our statis-
tics on this subject have badly lagged behind that of other countries
despite the fact that information on the demand for labor is increas-
ingly important as a societ% becomes more industrialized and ap-
Eroaches peak operations. The situation is particularly anomalous
ecause on the supply side—labor force, including unemployment—we
have probably the best statistics in the world. Yet, we know very
little of the extent to which jobs are going unfilled, the duration and
characteristics of such vacancies, and their effect on production and
general economic activity.
As was brought out in a recent conference of the National Bureau of
Economic Research, such data are used by other countries for a
‘variety of purposes, ranging from the design of work-training pro-
grams, to the pinpointing of structural imbalances in different labor
markets, to business cycle analysis. The current experimental pro-
ram of the U.S. Department of Labor represents a first step in the
girection of obtaining such data, but it is only a first step. e need
information on job vacancies on a scale corresponding to the presently
available information on unemployment and on the labor force.
' Moreover, these different sets of statistics on human labor need to be
brought together, as is mentioned in the following section.
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Second, the marked differences in economic activity among differ-
ent areas highlight the need for more comprehensive data by States
and by local areas. Indeed, this is perhaps the most important major
gap in our current estimates of unemployment. The available esti-
mates of unemployment as prepared by the Bureau of Employment
Security are admittedly not very accurate and are not comparable
with the national unemployment estimates published by the BLS and
the Bureau of the Census. More broadly, data are needed relating
to income and product accounts for local areas.

Clearly, such data are not developed quickly and are obtained some-
times only at relatively high cost. Yet, some data could be obtained at
very nominal cost. For example, the addition of a location code to
the IRS statistics-of-income sample, with perhaps some expansion of
sample size, would enable such data to be provided to users by States
and even smaller areas.

Third, more complete and comprehensive data are needed on con-
sumer expenditures, saving, and income. The surveys of consumer
expenditures conducted by the BLS, roughly every 10 years, are vir-
tually the only data available on the subject and, as noted previously,
the accuracy of much of these data remains to be established. With
the growing interests in improving the living standards of the popu-
lation, data on the expenditure and saving practices of different seg-
ments of the population, and how these practices change over time
and with cyclical fluctuations, are badly needed. The only way to
obtain such data is to establish a series of annual or biennial national
consumer surveys, coupled with a program of methodological re-
search, to obtain such data on a continuous basis and with a known
degree of accuracy.

Related to the need for consumer expenditure and saving data is
the gap currently existing in our Nation’s wealth estimates. Such
mformation would not seem to be required on a frequent basis, but
periodic studies to estimate the Nation’s wealth by type of wealth and
by type of holder would seem desirable. The suggested program of
consumer surveys could be used to provide much of the necessary
information of this sort for consumers.

My final suggestion is for a radically new approach to data col-
lection. The philosophy underlying the past approach is to establish
a need for a particular type of data, and then to design a data-collec-
tion program for obtaining such data. Such an approach is fine for
attaining limited objectives but may not be most appropriate for our
present-ﬁay economy, which is characterized by very high interde-
pendence of economic activities and by the need in both business and
government for information that would enable allowance for this
interdependence to be made in forecasting and in policymaking. The
answer to this problem would seem to be a multipurpose, long-term
data-collection program designed not to obtain particular bits of infor-
mation but rather to obtain a comprehensive and continuing picture
of the activity of different sectors of the economy.

What I have in mind is the concept of what may be called lifetime
panel operations. This concept could be applied to consumers, to busi-
ness, or to government. To illustrate how it would work in the con-
sumer field, a panel would be established initially of individuals either
In their teens or at the start of their working careers. Information
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would be obtained initially from each member of this panel on all
aspects of his (or her) economic life, including expenditures, saving,
income, wealth, employment, and working conditions. Each mem-
ber would be reinterviewed periodically for the rest of his life to ob-
tain current information on living arrangements, family composition,
and migration. Periodically, say every 5 years, a new panel would
be established, selected from that part of the population which had by
that time reached the eligible age group.

The data obtained in this manner would provide a comprehensive
picture of the economic experiences of individuals over their lifetimes,
and for different generations. It would document the manner in which
the expenditure and saving patterns of individuals vary with age, with
their changing personal circumstances, and with changing economic
and technological conditions. By doing so, this information would
bring out, for example, the extent to which individuals’ activities are
being hampered by environmental circumstances and the extent to
which Government programs might or might not be of assistance.

Much the same information could be obtained from samples of busi-
ness firms and of governmental bodies. In either case, such data would
provide a comprehensive picture of how individual economic units
react to changes in the environment and the problems which are en-
countered in the course of these reactions.

Implementation of such a program could be begun on a relatively
modest scale—in the consumer area with a sample of, say, 300 to 500
individuals at the start—partly because of the need for experience
with the use of such data and partly because of the need for coping
with the data-collection problems connected with such an operation.

IMPROVED COORDINATION OF STATISTICAL PROBLEMS

Three areas in which better and more complete data could result
from improved coordination of statistical programs are, as follows:

1. The current developmental period in the collection of job vacancy
data would be an excellent time to consider how to design an inte-
grated set of statistics that would present a clear picture of the supply
and demand for labor in different occupations and in different labor
market areas. This would entail some modification of current pro-
grams for collecting employment and unemployment data to make
sure that these data are comparable with job vacancy data. This
would also mean revision of publications so that a complete picture
of labor supply and labor demand at particular times in particular
occupations and areas could be obtained from a single printed source.

2. Coordination and expansion are also needed in the present sur-
vey programs for obtaining estimates of consumer expeditures and
savings. Such data are presently being obtained by four agencies—
the BLS (consumer surveys of expenditures), the FRB (consumer
surveys of savings), the SEC (aggregate estimates of individuals’
saving), OBE (aggregate residual estimates of consumer saving).
There 1s need for coordination, on the one hand, of the two different
survey programs, and on the other hand, of the survey programs with
the procedures for obtaining aggregative estimates.
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3. Coordination would also be of great value with regard to trans-
portation statistics. Statistics on passenger travel and commodity
shipments are published currently by the regulatory agency respon-
sible for each form of transportation. At the statewide and local
level, where we have recently been attempting to put together such
figures, there seems to be no coordination between such agencies, with
the result that it is virtually impossible to obtain comparable data on,
say, commodity shipments within a State by form of transportation.
Such information is of major importance to the study of the economy
of local areas, and the Federal Government would be doing a con-
siderable service to the States if such data could be provided. Such
information would also be of considerable use to the resolution of
public transportation policy—a major domestic issue.

No doubt other areas exist where coordination would also be highly
beneficial ; those listed represent areas in which I have had recent
experience. Indeed, a separate comprehensive study of this aspect of
the subject might well be considered, and could produce major im-
provements at relatively little cost.




StaTEMENT oF Davip L. FErcusoN, DirecTor oF MarkETING RESEARCH,
INvesTORs DIVERSIFIED SERVICES, INC., MINNEAPOLIS, MINN.

Rather than comment in great detail on one part or another on the
program, I would like to make one rather strong plea. That plea is
to develop demographic information on a geographic basis more fre-

uently than once every decade. Rapid changes are taking place in
this country in terms of population shifts and business and industrial
development. These are taking place at such a pace that the informa-
tion collected one year is frequently out of date tﬁe next, to say nothing

of 10 years later. At the same time, computer technology and statisti-
cal sampling theory have progressed to a point where it should be
possible, economically, to gather much of this information every year
or two.
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StareMeENT oF KARr A. Fox, DEPARTMENT oF EcoNomics AND
' Socrorogy, Towa Srtate University, Ames, Towa

Since 1960, I have written a number of invited papers and articles,
mostly for conferences on such subjects as area development, explain-
ing the concept of a functional economic area. In these papers and ar-
ticles I have been trying to stimulate thinking (and action) along
two principal lines: (1) improving the national network of economic
and demographic data; and (2) increasing the effectiveness of action
agencies which are responsible for people-oriented programs on an
area basis.

The functional economic area is approximately coextensive with
(1) a labor market or commuting area; and (2) a retail trade area for
certain types of major shopping goods and services that are seldom
available in adequate variety in cities of less than 25,000. You are
doubtless familiar with the U.S. Census Bureau’s delineation of stand-
ard metropolitan statistical areas (SMSA’s), each of which includes
a central city of 50,000 population or more. In my view, each of these
central cities may be regarded as the center of a functional economic
area (FEA) which includes the SMSA itself and, also (as a first ap-
proximation), any additional area within a commuting radius of 60
minutes from the central city.

After delineating such areas around each city of 50,000 people or
more, I would propose that we examine those cities of 25,000 to 50,000
population which lie outside of the 60-minute commuting zones sur-
rounding the SMSA central cities. Most of these smaller cities (but
perhaps not all) will prove to be the central cities of labor market and
major retail trade areas containing total populations of 100,000 to
200,000 people and labor forces of perhaps 40,000 to 80,000. The
population of such a functional economic area is from two to four times
as large as the minimum population (50,000) which currently estab-
lishes an individual city as member of the SMSA data system.

There are at present more than 200 SMSA’s. The total number of
functional economic areas would include these SMSA’s (and their en-
virons) and also perhaps 150 to 200 areas centered on cities of less
than 50,000—in all, something like 400 areas.

I believe that a system of labor market and major retail trade and
service areas delineated on these principles will, without further
modifications or adjustments, include perhaps 90 percent of the
population of the United States. Actually, adjustments of the fol-
lowing sorts would probably be necessary to complete the delineation
of a set of labor market and trade areas the data for which would add
up to national totals on employment and unemployment, disposable
personal income, wage and salary payments, and the like.

The 60-minute commuting zones around adjacent central cities
should be studied carefully, with the help of State highway commis-
sion personnel and others who are well acquainted with the particular
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areas. In the more densely populated parts of the United States it
may be that the 60-minute commuting zones of two cities will overlap.
This simply means that persons living intermediate between the two
cities could take a job in either one of them without commuting as much
as 60 minutes each way. However, relatively few people will be liv-
ing in such locations that they will be completely indifferent between
the two cities as places to work and shop. Attempts to draw reason-
able boundaries between Washington, D.C., and Baltimore, or perhaps
between Salt Lake City and Ogden to the north or Salt Lake City
and Provo to the south, should be reassuring on this score.

In the more sparsely populated parts of the United States, some
“open places” will be found between the 60-minute commuting zones
around the central cities of 25,000 and up. These “open places” need
special study by knowledgeable people. In some cases, a town having
as few as 10,000 people may be providing most of the goods and serv-
ices ordinarily expected of an FEA central city. However, some of
these “open places” do not have any strong employment or trade cen-
ter. Some people living in these areas are commuting as much as 90
minutes to work in or near a central city. Also, large numbers of
young adults are moving out of such areas to the nearby central cities
where jobs are to be found. (One county in such an “open place” near
the Jowa-Missouri border showed a decline of 40 percent between the
195)0 and the 1960 censuses in the number of adult males aged 25 to
34.

The problem of allocating such “open places” in a national system of
labor market and major shopping areas needs further study. One
possibility is simply to recognize the de facto situation based on a
limited amount of extremely Iong-distance commuting and extend the
commuting zones outward from the two or three nearest central cities
until they exhaust the open territory, even though this may occur at
commuting-time distances of 80, 90, or 100 minutes from each central
city.

]}E’n the Mountain States, large gaps between central cities and their
60-minute commuting zones will appear for obvious reasons. Places
like Salt Lake City are hemmed in between mountains and desert (and
a large lake). If a territory is completely unpopulated it is of little
or no consequence for labor market and national income statistics. For
statistical purposes, people living in small mountain or desert villages
could be allocated to whichever central city of 25,000 or more they
were closest to or most generally frequented for major shopping goods
and entertainment.

I believe that this pattern of area delineation for purposes of
national statistics on population, national income and product, em-
ployment and perhaps other items has a good deal of commonsense
appeal. Some of the elementsare:

1. The vast majority (perhaps 90 percent) of the U.S. population
and labor force would be included in statistical reporting units every
resident of which is within 60 minutes commuting radius of a central
city of 25,000 people or more.

9. The “minimum commuting time” principle would be used in
dealing with such areas as did not lie within 60 minutes commuting
radius of a city. And, in very sparsely populated areas, certain towns
as small as 10,000 or 15,000 people could (on the basis of additional
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criteria) be treated as statistical reporting units to complete a set of
areas which would add up to U.S. totals.

3. At the center of each functional economic area would be the
city or town which contains the largest cluster of economic activities
(including those of a national or large-region orientation) and a large
proportion of the highly educated professional and managerial per-
sonnel of the area. These areas recognize existing labor market and
shopping patterns which have resulted from the free locational deci-
sions of business firms and individuals, each taking account of those
locational factors which seemed important to him. It seemsto me that
these “minimum commuting time” areas would be logical units for
planning a possible postattack recovery strategy or for administering
resources in a situation which called for conservation of rubber, gaso-
line, and transportation facilities and in general, efficient organization
of the local movement of goods and people.

4. It may be that every Federal action agency and statistical report-
in%' service is taking proper account of those locational and area
delineation factors which are most important for its own work. It is
clear that the Defense Establishment must take account of the loca-
tion of major population centers, factories, and other important re-
sources. It isequally clear that the Bureau of Public Roads must take
account of traffic patterns between major cities. The Department of
Labor necessarily takes account of major labor markets in deploying
its field staff and organizing its statistical reports.

Different action programs may indeed call for different area delin-
eations. However, I think the functional economic area or “minimum-
commuting-time” area can serve a very important purpose in con-
solidating many different elements of the Federal data system on a
basis which will be found to be a useful building block for nearly all
of them. These areas are relatively self-contained from the standpoint
of commuting and shopping—that is, almost all persons residing in
an FEA are also working in that FEA. This is a practical advantage
for labor market analysis and for purposes of regional income and
product accounts.

5. I believe that some important issues of economic policy, including
both stabilization and growth aspects of employment, labor mobility,
public education, and vocational training and retraining, will be illu-
minated by this kind of area delineation. It will be found also that a
great many of the young people who have left the farms in recent years
are residing in the same functional economic area, the central city,
suburbs and satellites of which are the fastest-growing components of
the area—sometimes the only growing components. For example, 80
percent of the residents of Fort Dodge and Mason City, Towa (cities
of about 30,000 population each) as of 1960 had been born in Iowa.
The age, occupational, and educational distributions of the popula-
tion of a functional economic area will almost always be more promis-
ing from the standpoint of area economic development than will those
of the strictly rural counties in the same vicinity.

It may be that no one Federal agency will feel that its own work
would be significantly improved by adopting the functional economic
area pattern for either statistical or action purposes. However, I be-
lieve very strongly that collectively the Federal statistical and program
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agencies would do a better job if they seriously studied this pattern of
area delineation and its implications. I believe that serious inter-
agency study of its implications for the Federal statistical data system
might also suggest some opportunities for improving the planning,
the strategy, and perhaps the deployment of field personnel of some
of the Federal program agencies.




StaTEMENT OF IRWIN FRIEND, PROFESSOR OF EcONOMICS AND FINANCE,
Un~iversity oF PENNSYLVANIA, PHILADELPHIA, Pa.

In reply to your letter of March 2 asking for my views about the
more pressing statistical requirements for economic analysis and
olicy, I had hoped to be able to submit a full statement on this subject,
ut my work schedule has not made this possible. I should like, how-
ever, to comment briefly on two serious gaps in the Federal statistical
program which seem to have been overlooked in recent discussions of
needs for additional economic data. Both gaps are in the area of
individuals’ or household saving and consumption statistics. We
do not have satisfactory answers to such elementary and important
questions as: (1) Who saves, how much, in what forms? and (2) How
do consumption as a whole (which is simply income less saving) or
the major components of consumption vary with income and other
relevant variables? I shall attempt to outline below the nature of
each problem and to propose a solution.

1. Most economists ascribe a central role to individuals’ saving (or
consumption) propensities in both cyclical and secular fluctuations
in the national income. Yet the sad fact is that we have no reliable
data on the distribution of individuals’ saving (or wealth) among dif-
ferent groups in the population. Virtually all available information
of this type has been obtained from sample surveys of individual
consumer units or famiiles (sincluding single persons). However,
in view of major deficiencies in the survey data, few definitive state-
ments can be made about the saving behavior or structure of wealth of
different economic groups. These deficiencies have been described
at length elsewhere and are evidenced by serious discrepancies between
blown-up survey results of certain components of saving—particularly
cash and deposits—and reasonably reliable external aggregates.r To
illustrate the magnitude of the problem, whereas the Federal Reserve-
Michigan survey data implied dissaving in cash and deposits by indi-
viduals as a whole amounting to $6.9 billion in 1950, the last year for
which such information is available, reasonably reliable aggregate
statistics indicate a figure of +$3.9 billion. This difference alone is
as large as the external SEC-Commerce total for saving in that year.
Such discrepancies cannot be explained by sampling errors and are
sufficiently lar%e so that almost any reliance on consumer survey data
for analysis of saving and wealth involves the assumption that the
very substantial biases which are known to exist are distributed among
individuals or economic groups in some convenient fashion. It is a
testimonial to the importance of distributional information on saving
and wealth that analysts have been so willing to make this assumption.
In the present state of the arts, nearly all saving analysts will agree
that consumer surveys have not provided satisfactory information on

1 See Irwin Friend and Stanley Schor, “Who Saves?”’ Review of Economics and Statistics,
May 1959, pt. 2.
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aggregate saving by different groups in the population; so the needs
for such data in a system of social accounts have not been filled.

The situation is even worse than is generally recognized. Given
the very large biases in the aggregate saving (and wealth) estimates
derived from survey data, there can be no assurance that any distribu-
tional or trend estimates from such data, or any measure of the degree
of association between saving and other variables, may not be similarly
afflicted. Thus both the high propensity to save and the high propor-
tion of total saving which consumer surveys attribute to entrepreneurs
might in large part simply reflect deficiencies in the data.

Institutional data which have a high degree of reliability can be
used to provide the first satisfactory estimates of the distribution of
a high proportion of assets and liabilities and of current saving among
different groups in the population. By an appropriate sampling of
accounts on the books of financial institutions, corporations, and Gov-
ernment units, it should be possible to derive reliable estimates of the
distribution among economic and other groups of most items of assets,
and liabilities, and saving—such as demand and time deposits (includ-
ing those in saving and loan associations), insurance, a high proportion
of Government and corporate securities held by individuals, mort-
gages, other debt, and housing. It would not be feasible through this
approach to cover one component of saving and wealth—viz cur-
rency—and, what is a more serious deficiency, net investment in non-
farm farm business would continue to be inadequately estimated,
though some important improvements could be made in the available
data. According to the SEC-Commerce estimates, the components
of saving which can be covered in this manner have accounted for
virtually all of the total net individuals’ or personal saving in recent
years. I have spelled out elsewhere the details of the techniques and
procedures that can be used to obtain this information classified by
occupation, income, and if desired, other groups.?

2. While both the Federal Government and private organizations
collect an extensive and impressive set of statistics on consumption,
both as part of the national accounts and through consumer surveys,
these statistics do not fulfill one of the most basic reasons for their col-
lection, especially for survey data. They do not make possible a satis-
factory estimate of the income elasticity of the demand for total con-
sumption (or the marginal propensity to consume) or for individual
items of consumer goods and services. Such information is basic to
economic forecasting and to projections of future demand and is com-
monly used both for Government and business policy purposes. Yet
the range of perfectly respectable estimates of the response of the total
and composition of consumption to changes in income is enormous.
The deficiencies of the aggregate time-series data and the usual survey
data (such as the BLS Consumer Expenditures Surveys) for this pur-
pose are well known, but relatively little has been done to remedy this
situation.?

Many of these deficiencies can be avoided by the use of continuous
cross-section or panel data where the response of household economic

3 “Institutional Data as a Source of New Information for Use in Social Accounting
Systems,” Studies in Income and Wealth, vol. 26, Princeton, 1962.

3 See Jean Crockett and Irwin Friend, “Determinants of Consumer Investment Behavior,”
National Bureau-Universities Conference on Investment Behavior, 1965, pt. IL.
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behavior to changes in relevant variables can be traced as these varia-
bles change over time, permitting the analyst to distinguish among the
effects of different types of changes in income, to hold tastes constant,
etc. While some interesting attempts along these lines have been
initiated by private research organizations, nothing very comprehen-
sive has been carried out, and the Federal Government has continued
to collect household consumption data in the same old way, perpetuat-
ing the same old difficulties of analysis. The panel approach is espe-
cially promising for the many consumption items which unlike saving
as a whole are estimated with a rather small margin of error. How-
ever, evialn saving analysis could be greatly improved through this
approach.

reat progress in the analysis of saving and consumption could be
accomplished through initiating either of these programs. The initia-
tion of both would offer very fruitful possibilities of integration.



StaTEMENT OF MauricE I. GERSHENSON, CHIEF, DEPARTMENT OF
InpusTrRIAL RELATIONS, STATE OF CALIFORNIA, SAN FRANCISCO,
Cavrr.

I would like to outline a few of the needs which I believe are par-
ticularly acute:

1. There is need for current information on intercity differences
in the cost of living. The Bureau of Labor Statistics should update
the contents of the City Worker’s Family Budget, and price it regu-
larly in as many cities as possible. According to my records this
budget has not been priced since 1959.

2. In addition to the City Worker’s Family Budget there is need
for a wide variety of budgets to measure the living costs of families
of different size and age composition. I have in mind such budgets
as for a single person and an elderly couple, priced for large and small
cities and in rural communities in different parts of the country.

3. The Bureau of the Census should expand the sample of house-
holds in the current population survey so that statistics for States and
selected metropolitan areas can be derived, similar to those now com-
piled for the country as a whole, on labor force, income distribution,
educational attainment, occupation, migration, et cetera. Such sta-
tistics for States and areas would constitute a major contribution to
economic data for policymaking, both public and private, since trends
for the Nation as a whole are not necessarily representative of those
for individual States and areas.

4. Our occupational statistics are entirely inadequate. The need
for detailed current statistics of employment by occupation was
pointed up by the Gordon committee report, “Measuring Employ-
ment and Unemployment” (pp. 202-205). I endorse the recommen-
dations of the committee for better occupational statistics, and urge
these recommendations be implemented as soon as possible.

5. The lack of current statistics on income distribution for indi-
vidual States and areas represents a serious gap in our economic data.
The need for such statistics is particularly great for both the adminis-
tration and evaluation of the Economic Opportunity Act.

6. Statistics of expenditures for new plant and equipment, compiled
by the Office of Business Economics of the Department of Commerce,
are published for the Nation as a whole. A distribution of the na-
tionlal total by States would be very useful for regional economic
analysis.

7.yImportant gaps continue in existing statistics on both the cost
and volume of construction. Particularly acute is the lack of ade-
quate data for the States and areas on construction other than build-
ing construction. We need for individual States the kinds of con-
struction information available for the Nation as a whole, compiled
by the Bureau of the Census, similar to that contained in tables B-36
and B-37 in the Economic Report of the President, January 1965.
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8. There is need for statistics of short and intermediate consumer
credit outstanding for individual States such as is now available for
the Nation as a whole.

9. In the field of consumer credit, including home mortgages, we
need statistics classified by the characteristics of the borrowers. We
need to know more than the aggregate amounts of consumer credit
outstanding in the various categories as now published. We should
have distributions of the amounts owed by type of credit, by family
size, by income, and by other characteristics. We should be able to
answer such questions as who owes, how much, to whom, for what.

You will note that for the most part I have stressed the need for
State and area statistics now generally available only for the Nation
as a whole. No two States are alike. No two areas within any States
are alike. Policy decisions, both public and private, must take into
account State and area differentials.

The availability of the kinds of data I have outlined above would
constitute a major contribution to economic data for policymaking
purposes.

It may be desirable to explore the possibility of Federal-State co-
operation in the development of State and area breakdowns of the
national totals in the fields I have listed. As you know, there are at
present a number of cooperative Federal-State statistical programs.
My own agency has two such programs with the Bureau of Labor
Statistics of the U.S. Department of Labor, one extending back to
1924. These have proven highly successful both in reducing costs to
the respective agencies and in producing high quality data.

I commend your committee for undertaking to review statistical
requirements for our present and future needs. I am certain you will
find that we need more economic facts than we now have to assist
policymakers in finding solutions for the complex problems that face
the Nation.




StateMENT OoF RarpE L. Gruren, McKinsey & Co., INc., CLEVELAND,
O=io

Basically, my concern is less with the quantity and quality of
Federal data and more with the way in which data assembled by
Federal agencies is used or can be used. Three thoughts are worth
special mention :

1. Even though present policies already permit special tabulations
drawn from Fegeml data sources and paid for by the requesting user,
I have the impression that far more could be done along these lines.
Business and institutional users of all kinds, the smaller ones in par-
ticular, need to be made more aware of the opportunities for special
analyses which can be obtained at modest cost. I recognize that if
demands of this kind were to increase to many times their present
level, it would be difficult for Federal agencies to respond on a timely
basis. But at the same time, we should regard the kinds of informa-
tion available through the periodic censuses and the regular activities
of the Bureau of Labor Statistics and other agencies as “natural re-
sources” and seek to exploit them far more effectively than we have
heretofore.

2. A related area of concern involves the limited degree of under-
standing of the availability of published information. While it may
be inap(fropriate to suggest that Federal agencies need to do a lot
more advertising and merchandising of the materials they produce,
those agencies that assemble and publish statistics could go much fur-
ther than they have to help insure that a larger proportion of
prospective users know about the availability and usefulness of the
data being generated. A number of recent efforts (for example, the
Guide to %ndustrial Statistics) are excellent steps in the right direc-
tion. But much more should be done in this way, and dissemination
should be become a much more important part of the Federal program.

3. Sophisticated users of Federal statistics, in many instances, have
a full understanding of the limitations under which they were collected
and the care which must be exercised in their use. But if more is done
to insure wider dissemination and application of data from Federal
agencies, parallel steps must be taken to insure that people understand
the limitations of the material and the extent of the threat of misinter-
pretation. Certainly this is essential in the case of business managers
who are not professional economists or statisticians. Yet, the com-
ment applies as well to the use of Federal data by economists, some
of whom may place inordinate weight on a piece of information in the
absence of a clearer picture of the range of interpretations that might
be attached to it as a result of its limited statistical accuracy or other
qualifications.

These several observations, I fear, are not as pointed as I suspect
you had hoped they might be. Through the Federal Statistics Users’
Conference I will {e involved in efforts to consider more specifically
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the scope and utility of present and future Government statistical
programs. It seemed appropriate, however, in response to your in-
quiry, to make these several observations which I am firmly convinced
represent opportunities to get far more value from our statistical
expenditures.




StateMENT oF RoBERT T. GLipDEN, INTERNATIONAL Harvester Co.,
Curcaco, L.

The task of reviewing current and future statistical needs would
seem to be particularly timely at this stage of the country’s growth.
We appear to be in the initial phase of a rather far-reaching change in
the cultural and economic structure of our society and a current
appraisal as to the adequacy of the measures of such a change is
especially important.

Naturally, the observations and opinions which I express in these
comments are my own and do not necessarily reflect the position of the
International Harvester Co. or the views of its management.

During the past 20 years I have had occasion to use a variety of data
developed and compiled by different statistical agencies of the Govern-
ment and in examining this experience in its total perspective I have
the impression that much of the “new” statistics effort represented a
kind of “patch on” series without reference to a total conceptual ob-
jective. This observation does not imply any criticism of the work
of any statistical agency, but rather it recognizes the pressures both
internal and external which often have an overriding influence in the
fulfillment of an assignment. This type of problem is perennial, but at
some place it is frequently desirable to examine the roads which have
been recently traveled as an orientation to the planned destination.

In view of the vast economic changes which have taken place since
World War II and the fact that we appear to be on the threshold of
others which could have greater depth in their nature, it would seem
to be pertinent that the concept of statistical programs in their totality
be examined for a possible redefining as to their purposes.

In some areas of statistics, and I refer especially to agricultural data,
the emphasis on output information is not balanced adequately with
the capital inputs side. Reference is made to this lack of input infor-
mation in the report of the wealth inventory planning study of the
George Washington University and in which I complete{l’ry agree. Itis
suggested that the wealth stugy report might well represent the focal
point on which to base a concept for future statistical needs and serve
as a guide for the direction of future statistical programs.

Another area of consideration which might be examined by your
subcommittee is concerned with the coordination of State and Federal
Government statistical programs to the achievement of a defined objec-
tive. There is an increasing need for local, State, and regional data
and much of this requirement might be realized through an expanded
cooperative program with State statistical agencies. In this connec-
tion it is possible that more attention to the compilation of data on
the basis of “economic areas” would serve to meet many of the antic-
ipated statistical requirements. The “economic area” approach
would overcome the many limitations associated with State infor-
mation and at the same time keep the sheer volume of more detailed
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data within manageable bounds. Some information is currently avail-
able on this basis, but it has not been published in this form. It is
conceivable that in some cases “economic area” data could be more
useful than information compiled by counties from a sample.

The spreading use of computers has opened further areas of coordi-
nation possibilities as to the form of respondent reporting. These
devices provide a means to relieve the “burden” of filing Government
reports, a complaint which I’'m sure you have heard many times. The
establishment of a plan with respect to Federal statistics programs
in terms of an overall concept, yet sufficently detailed for program-
ing purposes, would enable respondents to-anticipate reporting re-
quirements. .

In these comments I have deliberately avoided reference to any par-
ticular data series since material of this nature has been called to the
attention of your committee by any number of interested groups and
individuals. Further, I believe that such items would pretty much
fall into place once a total conceptual purpose for the gathering of
statistical information has been developed in some detailed form.
In this connection I again suggest that the study referred to pre-
viously and published by the National Bureau of Economic Research
under the title of “Measuring the Nation’s Wealth” represents an
excellent basis for the information of such a concept.




StaTEMENT oF MaRsHALL Gopparp, THE CeLorex Core., CHICAGO, ILL.

It would seem to us that Government statistical programs should
primarily be directed toward gathering and publishing basic statistics
of broad general interest which are of value to many different users
or which, by their nature, can best be gathered by the Government.
We realize that there are increasing requests for data from the Gov-
ernment, and that trend will undoubtedly continue. It would seem
advisable, however, to make a distinction between statistics of general
interest which should be prepared by the Government and those which
should be privately gathered where they are obtainable by and used
by relatively few and are primarily for the benefit of the few. Such
a policy might permit a reduction in some Government statistics and
avoid duplication of Government and privately gathered data.

It would also seem that there are areas where correlation might be
improved between Government statistics and privately gathered statis-
tics through programs whereby the Government incorporates the
privately gathered data, as from trade associations, for use in its data,
rather than going to the individual sources. Aside from improved
correlation, this would permit a reduction in number of reports by the
individual. This actually would only apply to the type of data prop-
erly gathered by trade associations or otll)xer private groups and which
could satisfactorily be incorporated in Government statistics.

Assistance by the Government in formulating uniform definitions
and bases for certain statistical programs would be helpful. In our
industry—and by that we mean the overall building industry—the
very basis of measuring building activity at a local or regional level
is quite varied. While the U.S. Government departments preparing
and issuing statistics apply uniform terms, the basic local data is
rather suspect. We know this is of concern to Government depart-

" ments involved in building industry statistics and would endorse any

assistance the subcommittee can give them in their efforts to improve
such data.
53
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StateMeENT OF Raymonp W. Gorpsmrra, ProFEssor oF EcoNoMics,
Yare Untversrry, NEw Haven, Conn.

In view of the immense scope and the high quality of the statistics
prepared by the U.S. Government, it is impossible to make broad sug-
gestions for additions and improvements “in the light of present and
future needs in our growing economy” without protracted study. I
shall, therefore, limit my remarks, made in reply to your letter of
March 2, to one field with which I happen to be somewhat more fa-
miliar and which occupies a crucial position in our system of economic
statistics, namely the national accounts. Even here, all I can do at
this moment is to list a few suggestions without spelling them out in
detail or providing the reasons for them.

1. All our statistics in this field should be reviewed from the point
of view of ultimately bringing them together into a unified compre-
hensive system of national accounts including national income and
product accounts, input-output tables, low-of-funds statistics, and na-
tional balance sheets. This recommendation underlay the report on
“The National Economic Accounts of the U.S.,” submitted to your

committee in 1957. While some progress has been made in this direc-

tion during the past 8 years, most of the decisive steps still remain to be
taken.

2. The regular, though not necessarily annual, compilation of na-
tional and sectoral balance sheets which constitute an important and
hitherto unavailable component—at least as far as official statistics
go—of our system of national accounts.

3. The development of statistics of national wealth, in detail for
benchmark dates and more summarily on an annual basis. Detailed
recommendations in this direction have recently been made to your
committee in “Measuring the Nation’s Wealth.” . '

" 4.. Turning to more restricted fields (a) the improvement of the ac-
counts for nonincorporated nonfarm enterprises; (b) the treatment
of expenditures on consumer durables and on Government structures
and equipment as capital rather than current outlays; and (c) experi-
mentation with measures of investment in the labor force.
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STATEMENT OF JAY M. GourLp, REsearcH DIRECTOR FOR “SURVEY OF
Buvine Power,” New York, N.Y.

The main emphasis in our studies is the establishment and forecast-
ing of marketing potentials for the complete range of consumer indus-
trial goods and services.

We are therefore heavy and fairly sophisticated users of govern-
mental statistics, including even those statistics that come to us as by-
products of such administrative procedures as collecting taxes. We
are struck by the fact that in our own work, the availability of high-
speed computers had made for dramatic increases in the quality of
statistics that can be processed and analyzed, but that as yet relatively
little has been done with regard to the improvement of the quality of
Government statistics. We are not referring to adequacy of sam-
pling techniques, which can be fairly precisely evaluated, but rather
to the fact that many Government statistics are collected and reported
because they are the product of long-established bureaucratic pro-
cedures and are not subject to a periodic review of their usefulness to
statisticians and business economists. On the other hand, it is well
known that in such fields as construction and transportation there are
painful statistical gaps precisely because there has been insufficient
coordination of all Federal statistical gathering activities, from the
standpoint of what figures are really necessary for the efficient man-
agement of business enterprise.

One example is the fact that the input-output study for 1958 re-
cently published by the Office of Business Economics turned out to be
a stripped-down study with only half as much detail as had been pro-
vided by the first input-output study for 1947. Such studies can be
enormously helpful in industrial marketing, but only if Government
agencies take the job seriously, and greatly expand the underlying
detail. Our experience in translating and adapting such material
to the business user is that the latter is extremely sensitive to the
potential embodied in good, well-organized, and practical statistics,
which increasingly underlie modern scientific management. But sta-
tistics gathered just for the sake of collection can also be a source of
frustration, and can generate the kind of resentment which periodi-
cally results in the unfortunate scuttling of some extremely useful
Governments statistical programs, because of uniformed budget-
slashing drives.

It seems to us that the work of the Census Bureau is consistently of
the highest possible level, although not nearly enough is done by way
of interpreting the significance of Census data or making full use of
all data collected by the Bureau. More could be done by way of offer-
ing census tapes to business users for special runs. Other Government
agencies in the Labor and Commerce Departments, however, which
are in a better position to perform more analytical functions fre-
quently, as in the case of the input-output studies, suffer from insuffi-
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cient resources and staffing. The most important statistics are
frequently the end product of a long chain of collection, tabulation,
and interpretation. Businessmen will increasingly expect the Federal
Government to frovide the high-level sophisticated sets of statistics
necessary to evaluate business projects in the present and the future.



StateMeNT oF Dovcras Greenwarp, Camr EcoNomist, McGraw-
Huow Pusuications, New Yorg, N.Y.

Timeliness of reporting economic statistics has improved consider-
ably in recent years. Nevertheless, there seem to be many areas where
more timely data could be produced. For example, the censuses of
business are important as benchmarks for both economists and market
researchers in helping to make business decisions for their companies.
Yet these data are very late in coming in even though they are all on
electronic computers. -

Another statistical area which has bothered me particularly, be-
cause I work for a publishing company which has pupblications 1n the
aerospace and electronics fields, is standard industrial classification.
It seems to me that in this dynamic computerized economy, our eco-
nomic data should be available for industrial groupings other than
than the so-called standard industries which may or may not be in
existence only a short time from now. How can businessmen be ex-
pected to interpret trends of their business if they really don’t know
what the total volume of their business is? We often see reports,
not necessarily emanating from the Federal Government, but using
Federal Government statistics, saying that the future of aerospace
or electronics is bright or grim solely because of different definitions
or coverage of the industry. I believe that a more flexible classifi-
cation system should be adopted and work should soon begin to alter
the current fixed system of classification.

Now I would offer some comments about improving primary sources
of the national income accounts:

a. Inventory information continues to be a matter of concern to
many of us. The lack of adequate product detail limits the value of
the data.

b. Housing starts data are no longer proving very useful as a fore-
caster of residential construction activity. Some examination of these
data relative to information on permits should be undertaken.

¢. Price indexes used in deflating the gross national product should
be examined in detail. In particular the deflators for capital goods
should be examined with a view to their improvement.

d. The concept of profits needs our reexamination. Changes in de-
preciation and other provisions of the new tax law make it difficult to
compare profit statistics for two different time periods.

e. A major shortcoming in the national income accounts is the lack
of data on Government purchases by commodity group; and I feel
that perhaps anticipatory data for Federal, State, and local govern-
ment programs should also be urged. This would round out an im-
portant area of the economy for which forecasters have some difficulty
1n projecting future trends.

. Another area of anticipatory data which should be explored is
that of anticipations on inventories of nonmanufacturing business.
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The series on manufacturing business appears to be relatively useful
in making short-run estimates of inventory change in the national
income accounts. Here too, if we could get additional information on
the nonmanufacturing business sector, an improvement in the accuracy
of forecasters might result. Naturally, 1 realize that the Government
is attempting to Iimit surveys; but obviously some surveys would have
more value than others. :

Finally, I would like to suggest a realistic approach to the collec- -
tioni ‘of various local and regional economic statistics which will no
doubt be needed to carry out the Great Society program. My sugges-
tion is that some control on the comparability and the consistency of
regional data be part of the basic program. Whether' this control
is centered in the Budget Bureau or elsewhere, it seems important, for
business users of local or regional data that the meaning and quality
of the statistical series for one area versus another should be roughly
the same. : o )




StATEMENT oF Jack C. GrirriN, MarkeTING RESEARCH DIRECTOR,
Gereer Bapy Foops, FrEmontT, MIcH. '

Perhaps understandably, we are keenly interested in figures on births
and we put the Federal statistics on births by county to considerable
use. It would be helpful if the present timelag of 16 months could be
shortened. That is, 1963 births for U.S. counties were not available
before April 1965. If this delay could be lessened, at a reasonable
cost, the utility of these data would be increased.

A similar delay problem exists in connection with the other area of
Federal statistics which we also use—the census of business. We are
informed that the calendar year of 1963 data was obtained by the
Census Bureau in 1964, but, will not be available until at least mid-1965.
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StaTEMENT oF MicHAEL H. HALBERT, TECHNICAL Direcror,
MARKETING SCIENCE INSTITUTE, PHILADELPHIA, Pa.

Rather than comment on specific additions or modifications for the
current program, I should like to follow the point of view expressed
in_your second paragraph and relate economic data to public and
private olicymaiing.

It is clear that any adequate Federal statistical program must effect
a reasonable compromise among three sets of conflicting factors. The
first of these sets deals with the techniques and methodology of data
collection and analysis. In this respect, the various Federal depart-
I?lents probably represent the highest level of expertise in the state of
the art.

The second set of factors represents the cost of these collection and
analysis programs. This, of course, includes the frequency and time-
liness of the reports. Again, the experience generated by the Federal
Government is probably the best available base for estimating the cost
of current or future programs.

The third set of factors are equally important, but much less ade-
quately treated in the management of most statistical programs.
These are the factors that measure the value and use of the tables and
reports that are generated. Obviously, if one knows only how to col-
lect data and how much they will cost, but cannot estimate the value
of the data, there is no basis for rational management policies.

Within the last several years, techniques in statistical decisionmak-
ing (e.g., Bayesian theory, risk analysis) have been developed to a
point where they permit preevaluation of information with respect to
its use in decisionmaking. I would recommend for your consideration,
therefore, a serious, extensive and continuing program that would
develop and use measures of value for current and proposed statistical
programs. As you have said, there is increasing dynamism, both in
the economy as a whole and in the efforts of policymakers to control
and direct it. Thus, there is also increased need for continual, rapid,
sensitive, and accurate adjustment of the program. This adjustment
can only be brought about with the aid of a broadly conceived, serious
commitment to t%e difficult but feasible task of measuring the concrete
and specific impact of actual or proposed statistical programs on pri-
vate and public policymaking.

Let me emphasize that I am not suggesting judgmental or attitudinal
measures, but rather recommending techniques that are already in
limited but effective use in government and industry to design and
measure the effectiveness of information systems.
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StaTEMENT OF MoRRIS HAMBURG, PROFESSOR OF StATISTICS AND OPERA-
tTioNs ResearcH, aNp JoHN H. Norrtow, INsTRUCTOR, WHARTON
ScrooL oF FINaANCE, UNIVERSITY OF PENNSYLVANIA, PHILADELPHIA,

Pa.

RECOMMENDATIONS FOR A COORDINATED FEDERAL-STATE-LOCAL PROGRAM
OF SMALL AREA DATA ON POPULATION, LABOR, AND INCOME

Any study of the needs for economic statistics risks the possibility
of bogging down in the enormous variety of current analytical and
operational requirements for data. The authors of the present state-
ment, therefore, found it necessary, in a recent survey of the needs for,
and adequacy of, small area data for Pennsylvania, to concentrate
their attentions on three major categories of information: population,
labor force, and personal income. These categories seemed of chief
importance in the investigation of the economic structure and potential
of a given area, since they provide the characteristics of its human
resources, its economic activity as reflected by employment, and its
economic well-being as represented by the incomes of its residents.
The recommendations here offered are based in large part on the find-
ings of the Pennsylvania studies and are limited to the three categories
cited.

There is no doubt that anyone attempting economic analysis for a
small area faces serious problems with existing data. Usually he
must work with statistics of questionable accuracy which are neither
strictly comparable nor sufficiently current or available in adequate
detail. He finds that the only regular comprehensive measurements
of State and local area population, labor force, and income, are fur-
nished by the censuses of population taken only once every 10 years.
Considering the rapidity of population and economic change in many
areas, such data are usually obsolete for many purposes by the time
they are published. The alternatives are estimates—made by Federal,
State, and local agencies—which are based partly on projections of
information from the censuses and partly on current data related to,
but not measures of, the characteristics of interest. For relatively
small areas and small groups in the population, both the census figures
and the local estimates may be seriously in error. As a somewhat
extreme illustration of the problem, the 1960 census indicated 2,726
unemployed persons in the Altoona, Pa., metropolitan area while the
best local estimate for the same period showed 4,900, a difference of
80 percent using the census figure as base. Even for the eight-county
Philadelphia area, the corresponding disparity was of the order of
28 percent. No one can say with any real assurance in these cases
whether the census figures or the estimates are the more accurate, al-
though many believe the estimates to be better.

As pointed out by the President’s Committee To Appraise Employ-
ment and Unemployment Statistics, the ideal solution to the small
area data problem “. . . would be to have monthly household surveys
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taken for each State and labor-market area, using the model of the
present National Current Population Survey.” Of course, this is im-
possible at present for reasons of cost, as would also be the case for
frequent repetitions of the census of population. Yet detailed data on
the characteristics of an area’s residents, by age, sex, race, employment,
and income status and many other classifications, seem essential to the
implementation and evaluation of government programs dealing with
education, unemployment, poverty, urban renewal, and area economic
development, as well as for other government and private activity.

Since direct measurements in a comprehensive Federal program
would be too costly on a scale commensurate with the data needs, it
seems clear that some sort of intermediate solution must be provided.
The answer to the problem, would appear to lie in Federal initiative
and major financial support for expansion, improvement, and coordi-
nation of existing programs of data estimation by the various agencies
now attempting to fill the data gaps. A joint Federal-State-local pro-
gram for population, labor, and income statistics is indicated with
participating agencies operating at each level of government, to pro-
vide current estimates, projections, and analyses of economic condi-
tions. Some financial support of the program by the States and
smaller areas would be desirable, but the major contribution must-
obviously be Federal, by reasoning analogous to that requiring Fed-
eral support of the construction of interstate highways. oo

A prototype for the organization of such a system of statistical serv-
ices already exists in the cooperative program for employment data,
organized by the U.S. Department of Labor and the State employ-
ment security agencies, a soundly conceived program in serious need
of immediate improvements. Moreover, since many States currently
possess units producing population and income estimates, it would
seem appropriate to expand financial backing for these activities and
to develop closer liaison with their counterpart activities in the Bureau
of the Census and the Office of Business Economics of the Department,
of Commerce. Given the expansion of staff and financial support,
many possibilities exist for Federal-State coordination and coopera-
tion, especially the possibility of a liaison between the Office of Statis-
tical Standards of the Bureau of the Budget and the State agencies for
statistical coordination and control modeled after that Office. Coor-
dination of activities is critical, considering the need to build a system
using existing agencies, and the requirements for data comparable not
only among areas within States but also across State lines so as to
permit analyses for economic regions.

Even with adequate financial support, proper organization, and
competent stafing of such a system as outlined, an adequate program
of estimates and analyses would be impossible without a substantial
simultaneous expansion of existing Federal programs for data collec-
tion. Means must be found to provide both periodic checks on. the level
of estimates and current information for the construction of further
estimates and projections. A mid-decade population census is one
alternative. In this connection, there is need for a permanent ex-
pansion of the Census Bureau staff and budget, partly to improve the
quality of the census small area data and partly to prevent interference
with other programs of the Bureau. The only other suitable alter-
native to additional censuses would be area surveys using probability
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samples after the model of the Current Population Survey. These, in
any case, will at times be necessary for selected areas to provide infor-
mation on seasonal and cyclical variation which censuses cannot
determine because of their infrequent nature. One important aspect
of sample surveys should not be overlooked: their potential for pro-
viding information outside the scope of the regular program for the
evaluation of specific area problems.

A continuing evaluation and research program also seems of critical
importance. The availability of small area data has been so limited
in the past that knowledge of data quality and of the adequacy of
methods of estimation and projection 1s at present almost nonexistent.
Evaluation and research should extend, moreover, to questions of ade-
quacy of data for analytical uses and to the development of measure-
ment concepts, procedures, and relevant theory. The establishment of
regional centers for economic analysis, such as those for manpower
analysis proposed under the Manpower Development and Training
Act, seems an appropriate, and perhaps necessary, concomitant of a
comprehensive data program. Also necessary is some provision for
review of the adequacy of the program by independent groups, and for
periodic reassessment and followup of their recommendations.

A final point that requires emphasis is the immediacy of the need for
better State and local information. Expansion of the current Federal
programs for provision of State and metropolitan area estimates and
projections must not be postponed in anticipation of the development
of a comprehensive data system. Immediate expansion of existin
programs should, where possible, be initiated as rapidly as funds an
facilities can be made available.

APPENDIX

A summary of certain of the recommendations made for Pennsyl-
vania in the authors’ monograph, “An Evaluation of Selected Data
Requirements and Availablity for Urban Economic Planning and
Development in Pennsylvania” (Department of Internal Affairs,
Commonwealth. of Pennsylvania, Harrisburg, December 1963), is
offered here as an indication of the variety of activity necessary in a
program for small area data and related analysis. In view of the mag-
nitude of the proposed program, and considering Pennsylvania re-
sources for statistical activity, priorities of action were included in
the recommendations. Emphasis was placed on estimates for counties
as the smallest political unit for which data could reasonably be pro-
vided and as a suitable unit for aggregating the data into totals for
regional economic analysis.

SUMMARY OF RECOMMENDATIONS FOR RESEARCH AND DATA DEVELOPMENT IN A
PROGRAM FOR SMALL AREA POPULATION, EMPLOYMENT, AND INCOME STATISTICS

1. POPULATION ESTIMATES AND PROJECTIONS

A. First priorily items

1. Intensive research should be carried out on annual estimation of net migra-
tion for standard metropolitan statistical areas, counties, and municipalities.
Even the timely provision of annual county net migration rates alone would
provide very useful and sorely needed information. :
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2. An expanded current population estimation program should be developed
for standard metropolitan statistical areas, counties, and municipalities with
emphasis upon experimentation with different methods of estimating total
population, military and institutional population on an annual basis. A more
formal program of testing and evaluation should be evolved for estimation
techniques used at State levels and by local analysts. In connection with this
program, considerable study is needed on the best method of utilizing the informa-
tion sources and resources of local areas and of . coordination with loecal per-
sonnel.

3. An integrated system of population projections should be developed for
standard metropolitan statistical areas, counties, and municipalities. The real
need here is for a continuing program of short-term and long-term projections
monitored and adjusted on the basis of assessment of the effects of new factors
or changing underlying conditions. Projections are needed which have been
interrelated with the nature, timing, and magnitude of expectations concerning
economic and physical development.

B. Second priorily items

1. A careful investigation should be carried out to determine what improve-
ments can be made in methods, procedures, and administration of school cen-
suses to overcome admitted present inadequacies and thus make these data
useful in population analysis and estimation.

2. Research should be initiated on the feasibility of estimation of postcensal
population of standard metropolitan statistical areas, counties, and large munici-
palities by characteristics such as age, sex, and race or color and experimentation
should be carried out on the estimation of specific birth and death rates by these
characteristics.

3. Research should be initiated on the feasibility of current population estima-
tion and projection of total population and migration for small areas such as
selected census tracts within the larger municipalities.

4. A research program should be undertaken on possible symptomatic indica-
tors of population change. One real need in this area is for the standardization
and improvement of building permit data to make feasible a program of estim-
tion of change in number of dwelling units as one basis of measurement of
population change.

C. Third priority items

1. Research should be undertaken into the improvement of historical series
on population primarily by counties and municipalities. In particular, the
desirability of a continnation and extension of work in obtaining comparable
time series of births and deaths on a residence basis should be examined.

2. Research should be undertaken on such matters as characteristics of mi-
grants, the relationship between shifts in employment patterns and migration
and similar subjects.

II. LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT DATA

A. First priority items

1. A program should be initiated to provide annual county estimates of total
employment by occupation and by industry. These should be provided by resi-
dence and by place of work, and eventually, for sex and age groups, and for
nonwhite where major differences exist between patterns of activity of whites
and nonwhites.

2. A program should be initiated to explore the causes and economic impact
of unemployment in both counties and labor market areas. ‘Where presently
constituted labor market areas, as, for instance, that of Philadelphia, show wide
variation in unemployment within subregions of the area ; then there must also be
investigation of these subregions. Information on the characteristics of the
unemployed should be obtained separately for those entering unemployed status
by layoff and for new entrants or reentrants to the labor force,

3. Systems should be instituted for more adequate benchmark data and for
improved data quality in general.

4. Present programs of analysis and adjustment of series for comparability
should be extended to include studies of cyclical and seasonal influences, and in-
creased use and publication of seasonally adjusted series should be made. Where
-data are produced annually as of a specific short reference period, information
should be developed to permit their adjustment to annual average levels.
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5. A projections unit should be organized to provide current estimates for types
of data not normally available, particularly, where appropriate, for areas so
small as not to be included in the regular data program. Other activities of this
unit should include long-term projections, special labor force studies and pro-
grams to evaluate the adequacy of projection methods and to revise both projec-.
tions and methods in the light of experience and new information .

6. Action should be taken to strengthen existing State data programs. In
particular, the sampling procedures in the Bureau of Employment Security em-
ployer survey should be improved through increased representation for indus-
tries inadequately covered in the present sample. Studies should also be con-
ducted of other means for improving the adequacy of the sampling and estima-
tion procedures of this system.

B. Second priority items

1. A program of data collection and research on labor mobility should be
initiated. Only practical considerations place this in second rather than first
priority since it is particularly dependent upon the availability of trained re-
searchers and an operating sample survey program. In the meantime, encour-
agement should be given to university research on labor mobility.

2. Studies of the need for changes in concepts should be undertaken, to include
investigation of the need for distinctions between full-time and part-time em-
ployment, the nature and extent of multiple job holding, gross versus net change
in employment and unemployment, and similar problems of identification of the
magnitudes of employment and unemployment.

3. State initiative should be taken to collaborate with the Federal Govern-
ment in the development of new programs such as that proposed for job vacancies.

4. Studies should be conducted to further the contributions of the State system
of labor information to programs in regional economic research such as those cur-
rently underway in the Pittsburgh and Philadelphia regions. Personnel and
facilities should be available at the State level to permit more active collaboration
in these programs and greater interchange of information.

5. Appropriate action should be taken to implement the findings of the above
studies.

C. Third priority items

1. Provision should be made for more detailed analysis of current and poten-
tial labor supply. Included should be the procurement of additional informa-
tion on persons not in the labor force but constituting a potential source of
labor supply and the study of long- and short-run changes in labor supply and
their causes.

2. Research on the demand for labor should extend to studies of primary
and secondary industry employment, allocation of employment by sectors of
demand, the occupational structure of industry, and other problems on the
borderline between labor force and industrial research, and to the consequent
collection of data as required. The prospects of inter-industry and other models
for regional economic analysis, and the possible data systems for them, are
among other topics suitable for an extended program of research in industry
economics.

3. As resources permit and the value of such data warrants, existing and
newly developed programs of labor statistics should be extended to provide
increasingly finer geographic detail.

III. PERSONAL INCOME ESTIMATION

1. Increased effort and resources should be devoted to the estimation of per-
sonal income by counties. These income estimates should be developed on a
continuing basis, with current revisions and estimates, particularly with the
longrun view toward generating comparable county time series data.

2. Further research should be instituted into the sources of available data,
into the improvement of these sources and into the possibilities of utilizing
different types of data than are currently used in income estimation.

3. A close coordination should be effected between the county personal income
estimation program and the proposed development of sets of regional accounts
by the Pennsylvania State Planning Board.
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4. Further study should be given to the difficult commutation problem and
alternative methods of obtaining income estimates on a “where received” and
“where earned” basis should be investigated. The utilization of occasional
sample surveys is particularly appropriate in this connection.

5. Research on and testing of alternative methods of allocation of State com-
ponents should be carried out with the aim of reflecting as accurately as possible
the county distribution of personal income. Further research, including ex-
perimentation with regression methods and other statistical techniques, should
be undertaken.



SrateMENT oF W. E. Hasrrox, DIRECTOR OF RESEARCH, AMERICAN
Farym Bureau Feperation, CHIcCAGO, ILL.

Our specific comments and suggestions are as follows:

1. Administrative coordination.—One of the major problems of
statistical agencies arises out of the fact that users constantly ask for
new data, but seldom recommend the elimination of obsolete series.
A thorough review of existing agricultural statistics undoubtedly
would uncover opportunities to make savings by eliminating reports of
limited usefulness, as well as some real needs for additional data. On
the other hand, there are many requests for statistics that probably
have very little significance from a national standpoint.

Responsibility for agricultural statistics is divided between the
Bureau of the Census of the Department of Commerce and the Depart-
ment of Agriculture. In general, the two appear to have a good work-
ing relationship; however, the subcommittee might find it profitable
to review the respective roles of these agencies in the production of
agricultural statistics and the possibilities of achieving a more coordi-
nated approach. '

2. Income comparisons.—From our standpoint, the major problems
in agricultural statistics are those that arise out of the diversity of agri-
cultural operations and the difficulty of comparing the earnings of
farm people with those in nonfarm groups.

A great deal of confusion has resulted from the publication of sta-
tistical averages which group farm operators with hired farm labor
or full-time operators with individuals who are engaged in farming
on an incidental, or part-time, basis.

The USDA’’s per capita estimates of the income of farm people from
farm and nonfarm sources are a good example of this problem.

Since this series includes the residents of noncommercial farms with
incidental sales of farm products (which may be as low as $50 per
year)—and farmworkers who live on farms, it is not representative of
the income situation on commercial farms. Furthermore, nonresi-
dent operators are not considered a part of the farm population, and
their income is excluded from the estimate of the personal income of
the farm population.

It is estimated that the net farm income of nonresident farm opera-
tors was 10 percent of the total for all farm operators in 1961.

It would be a major improvement if separate per capita income esti-
mates could be prepared for operator families on commercial farms,

-operator families on noncommercial farms, and farmworkers. If this
is done, consideration should be given to the possibility of including
the income of nonresident, as well as resident, farm operator families
in the statistics for commercial farm operator families.

Another example of a confusing average is to be found in the Depart-
ment’s computations of the average gross hourly earnings of “all farm
labor and management.” In making these computations the Depart-
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ment allocates a portion of farm income to capital by applying an
assumed interest rate to the current market value of capital assets.
While this procedure is defensible from a statistical standpoint, the
resulting estimates of “per hour earnings” are a very inadequate indica-
tion of how farm operators are doing in comparison with factory
workers, particularly in a period of rising land prices. i

The importance of capital gains to farmowners raises serious ques-
tions as to the desirability of attempting to compute a national figure
on hourly earnings of all farmworkers. As a minimum, separate esti-
mates should be computed for farm operator families and hired farm-
workers if this type of computation is to be continued.

3. Census definitions and classifications.—The Census Bureau has
attempted to make its statistics more meaningful by changing the
definition of a “farm” and by dividing farms into economic classes.
While progress has been made, the problem of defining, and classify-
ing “farms” should be thoroughly reviewed prior to the next census of
agriculture.

The census currently defines a “farm” as a place with (1) gross
annual farm product sales of $250 or more, or (2) 10 acres and gross
annual farm product sales of $50 or more. As a result, something like
250,000 places with annual sales of less than $250 were classed as
“farms” in the 1959 Census of Agriculture. The use of dual criteria
which provide special treatment for places of 10 acres or more is in-
consistent and confusing. In view of the current trend toward larger
and more productive farms, it certainly is not unreasonable to require
that a place have annual sales of at least $250 in order to be counted as a
farm. A strong case could be made for a much higher minimum sales
requirement.

The Census Bureau divides all farms into two major classifications:
(1) commercial and (2) noncommercial. These terms are arbitrary
and misleading. In one sense the regular production of any product
for sale is a “commercial” operation, regar(ﬁess of the volume of such
sales.

Since the objective of the present breakdown apparently is to dis-
tinguish between farms that are operated primarily to produce prod-
ucts for sale and those that are primarily subsistence farms or resi-
dential units with small incidental production of farm products, we
believe that “commercial scale” and “low production” are more descrip-
tive terms and more realistic than “commercial” and “noncommercial.”

Aside from the question of terminology, there is a need to improve
the classification of farms. At present farms with gross annual sales
of $2,500 or more are classified as “commercial farms.” Farms with
sales of less than $2,500 are also classed as commercial farms if the
operator was under 65 years of age, worked off the farm less than 100
days and had farm sales greater than other family income. In our
opinion it is inappropriate and undesirable to divide farms with gross
sales of less than $2,500 between the “commercial” and “noncom-
mercial” classes.

Asa minimum, all farms with sales of $2,500 or less should be classed
as “noncommercial farms” if present terminology is retained ; however,
the dividing line between what we have referred to as “low-produc-
tion” and “commercial-scale” farms probably should be annual sales of
£5,000 or perhaps $10,000.
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4. The need for annual estimates by economic class of farm.—While
progress has been made in the classification of farms in census reports,
the classification principle has not been extended to the USDA’s annual
estimates of farm operator income. This is, at least in part, a reflec-
tion of the fact that the data necessary to make income estimates by
economic class of farm are not collected in noncensus years.

If the cost is not too great, we should attempt to develop annual
estimates of farm income %y economic class of farm.

5. Census use of sampling procedures—A recurring problem is the
extent to which the Census Bureau should use sampling procedures in
the census of agriculture. There is a strong demand for complete
enumeration of a great many items. For the most part this demand
comes from groups that desire small area data—often for commercial
purposes.

In many cases a sample enumeration would produce data that are
adequate for public purposes. Greater use of sampling would reduce
both the number of questions that must be answered by the individual
farmer and the cost of taking the census. We believe that it would be
well for the subcommittee to look into this issue.

6. Retail meat prices—There is a widespread feeling that the retail
meat prices published by the Bureau of Labor Statistics do not ade-
quately reflect the effect of weekend specials on the average prices
actually paid by consumers.
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StateMENT oF R. A. Harping, MaNacer oF CorPoRATE PLANNING,
Cameeert Sour Co., Campex, N.J.

We appreciate the opportunity to participate in your review of the
statistical requirements of our growing economy. The statistical re-
ports.of our Government are far superior to those of any other country,
and are of infinite value to our business community. The review and
improvement of these statistics is necessary.to keep them in line with
our future needs.

We feel there are many areas’in which the present Federal Govern-
ment statistical programs could be improved. Increased quantity of

"data in the following areas are greatly needed to dllow our population
to-understand the problems and potentials of the future.

(@) Balance of payments—The attainment and maintenance of the
proper- balance-of-payment position requires close cooperation be-
tween business and Government. Therefore, balance-of-payment sta-
tistics must be clearly presented in a more.understandable and timely
basis in order to maximize our accomplishments. ,

(b) Labor statistics.—Data on unemployment would be more effec-
tive if it would be accompanied by a profile of the unemployed. Such
a profile should include information on age, sex, color, educational
attainment, number employed in household and hours of work desired.

(¢) Personal savings and national wealth.—The data on these items
could be expanded to enhance the analysis of consumer credit and
spending.

(@) Productivity.—There is a great need for expanding the data to
allow the determination of capital productivity and managerial pro-
ductivity as well as labor productivity.

(e) National economic accounts—The published breakdown of
these accounts should be reviewed and updated to more closely repre-
sent the current importance of the faster growing elements.

We feel there should be a central clearing area for all statistics pub-
lished by the various Government agencies. This would allow the
users of these data to go to one source for the information rather than
maintaining a file of numerous publications. This would also tend
to make the information released consistent.

There is a definite need for making economic statistics more timely.
Even if the data is released in preliminary form, it is certainly much
more valuable than no information at all.

At the present time the 1957-59 period is the common base period
for most indices. However, it is not the only base period used. If one
base period were used for all indices, the data would be less confusing.
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StateMENT oF Warter E. Hoaprey, Vice PresmeNT, Ardsrrone
Corx Co., LANCASTER, Pa.: C

Thank you for your recent letters requesting my opinion and that
of my associate, Dr. A. G. Matamoros, with regard to our Nation’s
present and future needs for economic statistics. As a member .of
the Advisory Committee on Statistical Policy to the U.S. Office of
Statistical Standards, I share with you the view that, in recent years,
improved and expanded statistical programs have contributed to eco-
nomic growth and stability by constructively influencing public and
private policies. Accordingly, we are pleased to share our thoughts
with you for whatever value they may have.

Among the greatest statistical gaps which today plague policy
formulators are (1) employment and unemployment; (2) the giant,
but fragmented, construction industry; and (3) the U.S. balance of
payments.

Carefully collected data are required to measure the demand side
of the labor market equation. The evidence is overwhelming that,
against the background of an unsatisfactory unemployment rate,
American business is suffering severe shortages of certain skilled tech-
nical workers, and many others are seeking competent employees. The
further development of job vacancy data would have the obvious
merit of providing guidance for public and private training and re-
training programs as well as wage levels. )

Despite a lot of hard work on the part of a dedicated group of
Government technicians, data on construction activity are still quanti-
tatively and qualitatively highly inadequate for the needs of policy-
makers. Monthly housing starts statistics, for example, continue to
show so much volatility as to make them substantially unusable for
decisionmaking. Moreover, the elimination from consideration of a
mid-decade housing inventory indicates that critically important
changes in the housing stock since the last census in 1960 will not be
known until well after the 1970 census is taken. Meanwhile, public
and private programs are being developed and pursued to meet vague
housing needs with major hazards to the Nation and the building
industry. To complicate the housing quality evaluation process still
further, the vast repair and modernization market is virtually un-
measured, especially since the U.S. Bureau of the Census has suspended
its “Survey of Residential Additions, Alterations, Maintenance and
Repairs, and Replacements.” With the rebuilding of the core of
American cities the greatest single economic potential for improve-
ment in national growth, employment, and public welfare for the next
generation, it is tragic that better housing data are not being aggres-
sively pursued. :

Other building and related series where considerable improvement
is needed include those which purport to measure total construction
put in place, housing vacancies, and construction costs.
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As a member of the White House Review Committee for Balance
of Payments Statistics, I want to emphasize the important data defi-
ciencies spelled out in our report which will be released in a few weeks.
Public policy in this critical area cannot be pursued properly without
much more attention to, and action to solve, underlying statistical
problems.

None of the foregoing suggestions is new, but then the problem of
improving the accuracy of currently available economic statistics and
broadening statistical coverage is not new either. There is a never-
ending goal to strengthen the basis for sound policy decisions. You
and your associates are to be commended for your interest and con-
cern. Thank you very much.




STATEMENT oF VIRGINIA T. HoLraN, DirECTOR, DIVISION OF STATISTICS
AND REsEarcH, INsTrTUTE OF LIFE INsURANCE, NEW YoRE, N.Y.

The Institute of Life Insurance is an organization of legal reserve
life insurance companies serving the public as a central source of in-
formation about life insurance. Its objectives are two:

To make available basic information about the business, its
operations, and its services in order to broaden the public’s un-
derstanding of life insurance.

To translate public attitudes about life insurance back to the
business so that companies and agents can render better and more
effective services.

Because the institute carries on a continuing program of its own to
collect, tabulate, and analyze life insurance statistics as well as to
carry out or sponsor research on life insurance and related topics, it is
in the position of being both a provider of life insurance statistics
to Federal agencies and a user of statistics produced by them.

It seems appropriate, therefore, to consider the relationship of the
Institute’s statistical activities and the Federal statistical programs
in both these lights.

The data supplied by the institute to the Federal Government, ex-
cluding the reports required by the Government for income tax or
social security purposes from the institute as a nonprofit organization
and an employer, are as follows:

Life insurance company assets and investments (used by De-
partment of Commerce, Securities and Exchange Commission,
Federal Reserve System, Federal National Mortgage Association,
Home Loan Bank Board).

Insured pension plans (used by Social Security Administra-
tion, Securities and Exchange Commission).

Farm mortgage holdings of life insurance companies (used by
the Department of Agriculture).

Accumulated long-term savings in life insurance (used by Fed-
eral National Mortgage Association, Home Loan Bank Board,
Federal Reserve System).

Life insurance data required in computing the national income
accounts (used by National Income Division of Department of
Commerce).

Miscellaneous life insurance statistics taken from the Life In-
surance Fact Book and other publications (used by Department
of Commerce; Agriculture; Health, Education, and Welfare;
Treasury ; and Labor; and by various commissions and agencies).

In all these areas, there has been built up a relationship that we
believe helps eliminate duplication of effort and may result in a re-
duction of statistical requests from the Government to the separate
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life insurance companies. Our recommendations with regard to these
activities are:

1. That this two-way cooperation be continued and strengthened
with the aim of more effective use of both business and Government
manpower where our statistical needs coincide.

2. That the Federal agencies consider the possibility of eliminating
certain questionnaires to insurance companies if similar to ones al-
ready being processed within the industry.

3. That when Federal agencies contemplate compiling new statistics
on life insurance they be encouraged to consult first with the appro-
priate life insurance organizations to determine if such data are al-
ready available or if they can be acquired through the industry or-
ganizations themselves. :

_ Federal Government statistics that are used by the institute are the
following: ’

Periodic censuses: Census of Population; Census of Housing;
Census of Agriculture; Census of Manufactures; Census of Gov-
ernments.

‘Department of Commerce data on GNP, personal income, cor-
porate profits, private domestic investment, housing, expenditures
for new plant and equipment, exports and imports, balance of
payments. '

Department of Labor data on employment, unemployment and
wages, consumer and wholesale prices.

Federal Reserve System data on industrial production, money
supply, savings, credit, interest rates, capital markets.

Treasury Department data on statistics of income, Federal
finances.

Department of Health, Education, and Welfare data on vital
statistics, health, education, social security.

Housing and Home Finance Agency data on mortgages, FHA
and VA housing, urban renewal, community facilities.

-Federal ‘Home Loan Bank System data on housing, mortgages,
interest rates.

The results of special consumer surveys such as the Social

* Security Administration’s 1963 Survey of the Aged, the Federal

Reserve Board’s 1963 Survey of Financial Characteristics of Con-
sumers and the Bureau of Labor Statistics’ 1960-61 Survey of
Consumer Expenditures.

Our recommendations with regard to these fundamental statistics
are:

1. That the importance of timeliness be continually kept in mind
and that further efforts to shorten the time between collection and
publication of data be made. This is especially true in the case of
the Treasury Department’s Statistics of Income.

2. 'That when the Federal Government publishes statistics on life
insurance the concept or coverage be clearly defined. If the data
differ from other similar statisticsavailable to users, sufficient explana-
tion should be given to avoid confusion. An example of this need
arises in the material published from the Welfare and Pension Plans
Disclosure Act reports. These data refer only to certain portions of
the pension business and are easily misinterpreted as covering more
than they do.
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3. That in the case of consumer surveys covering life insurance
topics, more consideration be given to the details and explanation
of the insurance data requested and tabulated. We are particularly
interested in all surveys of the consumer type wherein life insurance
plays a part, but the lack of detail or the combining of items some-
times make the data less valuable than they otherwise would be.

As might be expected, the institute makes constant use of many of
the statistics provided through the Federal Government’s statistical
programs. It goes without saying that these programs form the basic
and vital core of data so essential to operating, planning, and studying
our national as well as individual business and family economies.

Since life insurance is an important element in the overall patterns
of consumption expenditures, savings, investments, and net worth,

studies dealing with any of these topics can produce information

valuable both to the life insurance business and to the Nation.




StateMeNT oF HENDRIE S. HouTHAKKER, PROFESSOR OF EcoNoMICS,
Harvarp UniversiTy, ‘CaMBRIDGE, Mass.

I have no doubt that other economists whom you have approached
will point out existing gaps in the statistical system of the United
States, and I will therefore not try to do so. In my opinion the over-
all system is now in very good shape, thanks in part to the efforts of
your subcommittee. Recently your committee has made important
studies of neglected areas, such as the measurement of national wealth,
and I fully endorse your efforts in this direction.

What I should like to stress instead is the necessity for increased
coordination and integration of various statistical activities of the
Federal Government, including the regulatory commissions. There is
some merit in duplication, especially mn the early stages of statistical
work when the basic concepts and methods remain to be worked out.
Duplication may then lead to the more rapid discovery of suitable
procedures; after a point, however, such duplication becomes a waste
of resources both to the producer and to the user of statistics. In my
opinion this point has been reached in certain important parts of
economic statistics, especially in the national accounts and related
financial analyses.

There are now three major resources of national accounting and
financial data: the Department of Commerce, the Securities and Ex-
change Commission, and the Federal Reserve Board [flow of funds].
Coordination between these three sources still leaves much to be de-
sired. In particular, the savings data produced by the Commerce
Department and by the Securities and Exchange Commision are often
at variance with each other. When in 1958, a wholesale revision of
the Commerce Department data was undertaken, an effort was made
to make them consistent with the SEC savings data, but since then
new discrepancies have developed. To some extent such discrepancies
are inherent in the different approaches followed by the agencies in
question, but it should be possible to develop systematic procedures in
which the different sources used by the two agencies are taken into
account simultaneously. The Federal Reserve Board starts out from
the Commerce Department data on savings, but proceeds to make
various adjustments which are of considerable interest in themselves.
For instance, it is very useful to have estimates of the depreciation of
consumer durables even though such estimates are inherently difficult.

The goal in this area should be a completely unified system of macro-
economic statistics, which would greatly increase the usefulness of the
existing data sources. In this connection it should also be mentioned
that the U.S. national accounts frequently diverge from the conceptual
systems set up by the United Nations and by OECD. If the national
accounts are reorganized, it would be highly desirable to keep those
international systems firmly in mind. The international comparison
of economic statistics, and especially of national accounts data, has
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turned out to be a very useful type of economic analysis; it is now
impeded by unnecessary differences in definitions.

Knother area in which greater coordination is necessary is the
statistics of Government expenditures and revenues. On the expendi-
ture side, two things are especially necessary: (a) a clear distinction
into current and capital expenditures, so that it will become possible
to determine Government investment and saving and (5) a further
development of the program concept, which will permit a better evalua-
tion ofp the efficiency of various Government activities. As an example
of the latter type, I may mention the Federal farm programs. The
U.S. Department of Agriculture spends large amounts on statistical
work of various sorts, but little or nothing has been done that permits
an evaluation of farm programs in terms of farm income, consumer
expenditures, changes in Government assets and taxation.

On the revenue side of the Federal budget, it is desirable to make a
distinction of tax collections according to the period when the tax
liability was incurred. Such a distinction is made in internal data
of the Treasury Department, but it has not been published. As a result,
it is very difficult to relate the movement of tax collections to the
underlying movements of individual income, corporate profits, the
consumption of commodities subject to excise tax and similar factors.
One effect of a classification of revenues by liability period would be
to give a clearer picture of the Government as a degtor or creditor of
the provided economy. Much of the current confusion about over-
withholding could have been avoided if data of this kind had been
available for analysisin the past.

A further aspect of revenue data has to do with Statistics of Income,
published by the Internal Revenue Service. This is not the place to
go into the various problems connected with this important publica-
tion, but it should be mentioned that the income data from this source
are conceptually different from the national accounts data. Since
these differences are conceptually minor it would be perfectly possible
to relate the data obtained from its returns to the published data in
the national accounts. Such a reconcilation would greatly increase the
usefulness of income data from tax returns and provide a check on
the national accounts data.

Finally, I want to mention one other area in which more coordination
appears to be indicated, namely, in consumer expenditures. The U.S.
Bureau of Labor Statistics organizes periodic surveys of households,
which produce a great deal of information on income and expenditure,
but which are hard to bring in line with the data from the national
accounts. In view of thelarge cost of the surveys, it would be desirable
to design them in such a way that they will reinforce the Commerce
Department time series on consumers’ expenditures, now largely de-
rived from other sources.




StaremeENT oF A. J. Jarre, DirEctor oF MANPOWER AND PoPULATION
ProcraM, Bureau oF Appriep Sociarl. ResearcH, Corumsia Uni-
veErsITY, NEW YorK, N.Y.

1. All manner of information is needed for small areas, i.e., counties
and cities, especially for the years between decennial population cen-
suses. At present it is impossible to obtain reliable statistics about eco-
nomic and social conditions in these areas. . Depressed areas can be
ascertained only with extreme difficulty, and then only the approximate
economic level can be estimated.

In some measure these data for small areas are already in existence,
but unobtainable for all practical purposes. For example, if one
wishes to determine the amounts of money paid to farmers in specific
counties under the various agricultural programs, this cannot be done
except with enormous difficulty. The Department of Agriculture
knows and publishes the amounts paid out in each State, but only the
State people know where the money goes within the State. Another
example is that of the Federal income tax. Since all taxpayers must
give their home address, tabulations by county of residence can be
made. As far as I know, such tabulations are not made.

There are many other items of information theoretically available.
The problem is to make them actually available. I suggest, then, asa
first step, that some Government office review as many sources of data
as possible and try to assemble them in one library, so to speak. Some
items can be assembled by writing to State and county personnel.
Other items can be obtained by tabulating statistics already available
in Federal files. Some may have to %e purchased from private
sources, as Dodge’s construction data by counties. I have no idea
about how large such a library job might be. But it should be under-
taken. Any agency or individual in need of such data could then,
presumably, buy photostat copies from the library. :

2. One part of this small area problem is the metropolitan area
which crosses State and county lines. The New York metropolitan
area, for exemple, includes some 20 counties in the States of New York,
New Jersey, and Connecticut. The only labor force and other economic
items available for the entire area are those provided by the decennial
censuses. For intercensal periods statistics can be had only for parts
of each metropolitan area. For example, we cannot compare the
growth of manufacturing employment since 1960 in Manhattan and
Bergen County, N.J.; if the statistics are available someone is care-
fully secreting them.

3. Employment, hours, and earnings statistics for nonmanufac-
turing industries are badly needed. At present the Department of
Labor provides a fair amount of such statistics for detailed manufac-
turing industries, monthly. For the nonmanufacturing sector, how-
ever, where the large majority of all employees earn their living, there
is comparatively little detailed information. In the Department of
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Labor publication, Employment and Earnings Statistics for the
United States, 1909 to 1962, there are at least 50 percent more entries
of detailed manufacturing industries that of nonmanufacturing. Yet
in 1962 manufacturing industries accounted for only 30 percent of all
employees. In justness to the Department of Labor I should empha-
size that they have made considerable progress in the last several years
in expanding their series, but far more expansion is needed.

4. A large expansion in the current population survey (now being
conducted monthly by the Bureau of the Censys) is needed. At pres-
ent 35,000 households are interviewed each month. At least once a
year—perhaps in April—the sample should be expanded to provide
as a minimum, data for States on employment, unemployment, hours
worked, class of worker, occupations, and related labor force aspects.
Possibly the sample should be increased tenfold; I do not know but
the Census statisticians do know. In addition, on the fifth year
(halfway between the decennial censuses) we should have an adequate
sample population census which would provide labor force statistics
for States, standard metropolitan areas, and the larger counties.
Perhaps this can be accomplished with a 5-percent sample.

5. Statistics and other information on technological change, and
the rates of change in output per worker, are badly needed. The
United States may now have more information on this topic than has
any other country. Nevertheless, we have so little that we do not
know what is transpiring now, let along be able to evaluate develop-
ments so as to plan for the future.




SraTemMeNT oF GEORGE KaToNA, SURVEY RESEARCH CENTER, INSTITUTE
FOrR SociaL REesearcH, UNiversiTy oF MICHIGAN, ANN ARBOR,
MicH.

This memorandum deals excusively with economic statistics
obtained through sample interview surveys. Sample survey data
represent a relatively small part of available economic statistics, but
are of special importance because they alone provide information on
the size distribution of major aggregate statistics (e.g., of personal
income, asset holdings, debts, etc,) and they alone serve the purpose of
relating economic-financial data to demographic and attitudinal data
(e.g., to age and education, or to motives and expectations).

A question of some importance regarding survey statistics is ex-
pressed by the query, Who should conduct the surveys? Even though
a very large part of survey statistics is financed by funds of various
Federal bureaus, it does not follow that a Federal survey a%ency (e-g.,
Bureau of the Census, Bureau of Labor statistics, must collect all the
data. In the past,non-Federal organizations, partly on contract with
Federal bureaus, carried out much of the pioneering and experimental
work required during periods of social change and specialized in data
collection in a variety of fields. The expression “non-Federal organi-
zations” is used in this memorandum rather than the expression “pri-
vate organizations” because survey organizations of nonprofit State
universities are included among the non-Federal organizations. Dur-
ing the last few years the Census Bureau has expanded its operations
in a number of areas; the question must be raised whether a further
expansion is warranted and would serve to improve the Federal
statistical programs.

A division of labor between U.S. Federal survey agencies and other
survey organizations may be justified along two different lines. The
first one is based on the size of the operations of Census Bureau and
the size of the samples used by it and the second on areas of specializa-
tion by different agencies.

These considerations suggest that the primary responsibility of
Federal survey agencies should include continuous data collection of
a routine nature, especially of the kind in which large samples are
needed for the sake of providing State and city data, as well as the
continuation of established major survey programs. Time series
obtained through standarized procedures, as well as concern with sam-
pling errors and the completeness of enumeration, characterize these
operations, even though concern with improvements in the programs
should never be absent.

On the other hand, non-Federal survey organizations should con-
centrate primarily on innovations and explorations of new areas of
research and of new methods, and should be encouraged to continue
with those of their programs for which they are uniquely suited (and

in which interviewing %y non-Federal employees offers advantages).
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Readiness to use a variety of agproaches, concern with reporting errors,
open-ended interviewing methods, and a specially trained interview-
ing staff characterize many of these operations.

%t follows from these principles that, among other areas, those in-
volving data collection on the labor force (employment-unemploy-
ment), prices, and incomes belong in the province of Federal survey
agencies. Without attempting to list all areas in which operations
by Federal survey agencies are required or provide advantages, this
memorandum concentrates on discussing certain fields in which non-
federal survey organizations have had extensive experience. Since
no researcher and no research group can be fully familiar with all
aspects of economic statistics, the following discussion is limited to
some aspects of the experience of the Survey Research Center of the
University of Michigan, a nonprofit institution which forms part of a
State University.

1. Financial assets and amounts saved.—Data shedding light on
the important questions of the distribution of financial assets or debts
and amounts saved, as well as on changes in these distributions and
the concentration rates, can be obtained only through the survey
method. This area of investigation is fraught with very great
methodological problems because of the prevalence of reporting errors
and memory errors. Surveys concerned with the distribution of
assets (of checking and savings accounts, bonds, personal holdings
of common stocks, as well as mortgage and installment debt) have been
conducted by the Survey Research Center for approximately 20 years.
(The Census Bureau entered this field during the last few years.)
Methodological studies conducted by the Inter-University Committee
for Research on Consumer Behavior (partly with the cooperation of
the Survey Research Center) have provided some insights into the
factors responsible for reporting errors and the methods needed to
improve the available data. Further progress in the methods used
appears feasible and is most desirable. It requires special interview-
ing techniques and the cooperation of financial institutions.

The study of the distribution of asset holdings and of amounts
saved is closely linked with the study of motives to save, attitudes
toward various forms of savings, attitudes toward security and re-
tirement (including the impact of social security and private pension
plans on savings), and attitudes toward liquidity. There are great ad-
vantages in obtaining savings data in conjunction with data on
motives for saving and attitudes toward saving, and different methods
need to be used in studying the saving practices of the general public
and the investment policies of the “wealthy.”

2. Consumer motives, attitudes, expectations, and intentions to
buy.—Information from consumer surveys serves not only the function
of providing data on the past or current situation (e.g., on the relation
of amounts held in savings accounts to income), but also yields data
that project into the future and data that help to answer the crucial
question of why the Survey Research Center pioneered approximately
20 years ago by inserting questions on buying plans as well as questions
on Income expectations and the general economic outlook into con-
sumer surveys. KExtensive research proved the usefulness of these
studies. Similarly, in the last two decades the Center attempted to
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clarify, through indirect questions on consumers’ motives and attitudes,
the factors that induce consumers to either step up certain activities
or to postpone them (especially purchases of automobiles, household
appliances, and additions to and repairs of homes. Over the last
few years the Census Bureau has conducted large-scale surveys on buy-
ing plans, but has hardly touched on the other related areas mentioned
in this paragraph. o

Intense efforts in this field are needed and promise additional con-
tributions to forecasting. Information on changes of consumer senti-
ment and on the factors responsible for those changes are of increasing
usefulness to the Federal Government and the business community,
primarily for fiscal and monetary policy as well as for marketing
efforts.

3. Leisure time and travel expenditures—While the first extensive
consumer surveys had concentrated on expenditures on food, cloth-
ing, and other everyday expenditures, and the second set of consumer
surveys have been directed toward expenditures on housing, automo-
biles, and other durable goods, as well as savings; with growing
affluence, other discretionary expenditures became increasingly im-
portant to the American public. What is done in leisure time—in
the evenings, on weekends, and during vacations—requires today sub-
stantial parts of consumer budgets, is greatly cherished, and is highly
discretionary (lumpy and postponable). Survey research on travel,
vacations, recreation, the purchase of hobby and sports equipment, as
well as on “cultural” activities (including education) needs to be ex-
panded and should include research on the factors contributing to an
Increase or decrease of such expenditures. The most extensive past
efforts in this area on the part of the Survey Research Center have
concerned travel and vacation expenditures as well as preferences
among different modes of travel.

4. Special studies occasioned by new developments—New develop-
ments on the economic scene frequently create the need for statistical
data which provide information on the impact of these developments
on the behavior of businessmen and consumers. Collection of such
data may be a one-time operation, but may also consist of repeated
studies. A few examples may clarify the need for such special studies.
After the enactment of a substantial cut in income taxes in February
1964, the need and the opportunity arose to study the impact of the
increase in disposable income on consumer spending and saving—not
just in the aggregate, but on the timing of the behavior of different
groups of people. Following substantial changes in interest rates, or
large upward or downward movements in the stock market, there was
a need to collect data on consumer behavior (spending, saving, bor-
rowing, etc.). In view of the recent rapid spread of private pension
plans, information on the impact of improved retirement prospects on
individual saving was required. The influence of automation, of
numerous aspects of poverty as well as the antipoverty program, may
also be cited in this connection. Undoubtedly, similiar opportunities
in which new and complex survey data will be needed will arise in the
future as well.

The areas of research described in this memorandum offer great
challenges to the researcher. When the task of data collection in such
areas is added to established, routine inquires, no justice is done to




IMPROVED STATISTICS FOR ECONOMIC GROWTH, 83

the complexity of the problems. Flexibility of methods (sampling and
interviewing techniques) and ingenuity in the construction of hypo-
theses and in the analyses are required for such studies. Rather than
setting up definite standards of data collection, innovations and ex-
ploration must be carried out along diverse avenues on the part of
several research groups and survey organizations. Collaboration of
Federal bureaus with non-Federal organizations is needed to make
progress in these areas, and perhaps even competition among different
survey agencies.
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STATEMENT oF JosepH D. KEENAN, INTERNATIONAL SECRETARY, INTER-
NATIONAL BROTHERHOOD, OF ELECTRICAL WORKERS, WASHINGTON,

D.C.

Our union is a member of the Federal Statistics Users Conference
and as such we are kept informed about revised and proposed statistical
material. In addition, we are members of the Labor Research Advisory
Council of the Department of Labor. This gives us an opportunity to
learn about changes in the BLS programs and to date we have been
fairly well satisfied with what they have offered. '

We do feel that there is a great need for construction statistics.
Although we appreciate those that the Bureau of the Census offers,
they are totally inadequate for the needs of the construction industry.
The building trades unions, through the Construction Industry Joint
Conference, have made this point very clear to both the Commerce and.
Labor Departments. We need more thorough basic construction sta-
tistics by type of construction and dollar value of each type, better
employment data (at this time there is no accurate estimate of the
number of electricians employed and/or unemployed), and a break-
down of construction statistics by area (preferably major cities). Also
needed is a good indicator of productivity and finally we would desire
that work begin on a comprehensive census of construction.

Regarding the statistical program of the BLS, we feel there is a lack
of opportunity for unions fo have vital programs put into operation.
We feel there is a great waste of time and money publishing data on
foreign countries, on industries with little or no impact on the economy,
and detailed business cycle data. While the above is undoubtedly
valuable to some, we have practically no use for them.

‘We do use occupational counseling material, employment data, con-
sumer price data, productivity figures, occupational and major in-
dustry surveys and wage chronologies. We would like improvements
in unemployment statistics (by occupation if possible). We also
would appreciate additional statistics on the impact of automation, in
particular individual industry studies.

Perhaps the best program and the one we use the most, is the Labor
Department’s program on collective bargaining clauses and fringe
benefit studies. Both of these have immediate and direct benefits to the
unions and are constantly used by us and our locals.

1t is difficult for us to be fully cognizant of the deficiencies and liabil-
ities in any statistical program as broad as the Government’s, or to use
all of the material available since it does not contribute itself to the
aims of a labor union. For these reasons, we can only express general
approval or disapproval of the programs in the Government. We do,
however, appreciate this opportunity to comment on these programs
and wish that the unions could receive more pertinent and more usable

information in the future.
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StaTEMENT OF LESTER 8. KELLOGG, DIRECTOR OF Economic RESEARCH,
Deere & Co., MorLiNg, ILL.

The work of the staff of the joint committee in initiating the “gaps”
study in 1948, and indirectly in its many reports, has, I am sure, greatly
stimulated improvements in the range and quality of our statistics.

To the extent that gaps listed in the 1948 study have not been closed
and recommendations of the intensive review committee to the Secre-
tary of Commerce in its “Appraisal of Census Programs” in Febru-
ary 1954 have not been carried out, there exists a current backlog
of work to be considered. In connection with the latter, it is important
that work in connection with restructuring the standard industrial
classification and the related commodity classification be pushed ahead
at full speed. The recently published input-output tables based on
1958 data are essentially meaningless for some industries because of
the classification of information on the current inadequate standard
industrial classification and, incidentally, on their delay. That I
think this problem is important is indicated by the following quotation
from a speech I made recently at the University of Illinois:

Capital expenditures by productive agriculturists in the future will increas-
ingly be made for egquipment produced by manufacturers who have not heretofore
and are not currently classified as manufacturers of farm machinery and
equipment. Components of equipment used on farms will come from the elec-
tronics and computer industries, from materials-handling, equipment-producing
manufacturers, and from industrial suppliers of such conditioning equipment
as humidifying, dehumidifying, cooling, etc. To the extent that these trends
develop, it is clear that we will have more difficulty than ever in obtaining well-
defined records of capital expenditures related to agricultural production.
Agricultural product-producers’ records may be helpful, but they will record
such diversity as to be very difficult to consolidate.

For many years most of my work has been in the general area
of prices and agricultural statistics.

Sur country’s price statistics are deficient in a number of ways and
provided in too much detail in some cases. The Consumer Price Index,
for instance, has recently been revised along lines as recommended
by a special committee established to review Government price indexes.
It is inadequate, however, as a retail price index, which would be help-
ful for policy purposes, and is probably not necessary for as many
cities for which it is published. Ten to twenty years from now separate
city indexes will probably not be necessary; some regional indexes
may be helpful.

The index of prices paid by farmers for cost-of-living items has
probably outliveg its usefulness and could be supplanted by regional
consumer price indexes. Indexes of prices of imports and of exports
not now available will be helpful in the years ahezuf

A great many statistics, including those collected and disseminated
by the Bureau of the Census and the%)epartment of Agriculture should
be examined and modified in the light of future needs rather than
maintained so strongly in the context of the criteria of historical con-
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sistency. A parity index, for instance, based on 1910-14 is anachro-
nistic. A definition of farms as “commercial” which sell as little as $50
worth of products is scarcely a useful definition in the modern world,
especially when census publications provide no breakdowns in the
economic classification of farms selling products with a value of
$40,000 or more.

Farm incomes, as measured by the Department of Agriculture and
the Bureau of Internal Revenue, vary because of differences in the
purposes of the data collection. A study of the differences might
result in better guides to future policy or administrative decisions.

Many Government statistical reports that summarize activity in
industry or product groups are published so late that the reports
have little value, even though businesses bear the burdensome costs of
reporting. These kinds of observations and suggestions can be ex-
tended almost endlessly. Your committee might get its greatest
assistance, however, from extending the context of your current review
by asking your staff to describe in broad-brush strokes what our
economy will be like by 1985, and then asking representatives of
various professions to present papers discussing such questions as:
“What kinds of policy problems and administrative needs will we
then face for which foundation statistical data should be laid now?
‘What kinds of data are we now collecting or presenting that can and
should be greatly modified or even discontinued #” '




STATEMENT oF STEPHEN G. KN16HT, DIRECTOR OF SALES COORDINATION,
Jorxsox & Jouxson, New Brunswick, N.J.

First, and obviously, there has been tremendous improvement in the
quality and quantity of data for Federal statistical programs available
today as compared with 10 years ago. Also, the amount of coopera-
tion volunteered by Federal agencies has increased noticeably in the
recent past.

Second, we feel that there might be some improvement made in a
couple of areas:

1. Statistics in the health, education, welfare areas, particu-
larly with regard to health statistics.

2. An acceleration of the retail census which last was taken in
1963 and which should be made available shortly.

Finally, we wonder about the duplication of some series of statistics
and along with this the difficulty m obtaining certain series because
of the proliferation of agencies and bureaus. This leads us to won-
der whether there could be some centralization of the development
of Federal statistics as well as their availability. Could we, for
example, communicate with a central office of statistics which could
interpret our requirements and direct us to the necessary data ?
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StatEMENT OF ARTHUR KoroNEN, DIrECTOR 0F MARKET RESEARCH,
Corgate-Parmorve Co., New York, N.Y.

The active interest you are demonstrating as chairman of the Eco-
nomic Statistics Subcommittee is very much appreciated. The statis-
tical needs both of Government and industry can only be met with
the kind of active support you and your committee members are
providing.

My primary recommendation to your committee is to urge the sup-
port of more frequent use of sample surveys in the collection of infor-
mation. A full census is not a,Fways necessary and in fact can be
wasteful in the sense that virtually the same statistical estimates and
much more information can be gained for far less cost through sample
surveys.

Thg $50 million cost of mid-decade census providing a direct count
of household units is not as efficient as sample surveys would be in
Eroviding not only the head count but a great deal more of vital house-

old geographic and metropolitan area detail on an annual trend
basis. :

The practice of sampling, based upon the science of probability
statistics, has been developed to such a degree that there should be
little quibbling about the practical accuracy, within definable error
margins, of surveys. The sampling experts employed by the Federal
Government have played a significant role in these developments and
would, I am sure, testify to their validity. Also the use of surveys by
the Federal Government such as the employment surveys by the
Bureau of Labor Statistics have demonstrated their value.

The informational needs of our Nation are so great that they cannot
practically be met by a costly census for every detail of information.
The advent of computers and the complex relationships which are
being explored to solve problems of society and industry clearly indi-
cate that these informational needs will grow even faster. These
needs will have to be met for the country’s welfare. The only overall
practical way to meet the many and diverse needs is through the
greater use of sample surveys.

In our industry the monthly report of Retail Sales, Grocery, and
Drug Geographic Area Surveys are particularly valuable. We would
like to add our support to the continued reporting of this information.
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StaTEMENT oF RicHARD H. Kruse, INvEsTorRs DIVERSIFIED SERVICES,
Inc.,, MinNEAPOLIS, MINN,

I am honored by your invitation to participate in the review of sta-
tistical requirements for the present and future needs of our economy.
Speaking as a user of Federal statistics, I am continually impressed
with the wealth of useful data available. I am, however, most con-
cerned with demographic statistics so cannot offer much comment
on other areas.

Looking to the future, I feel there is need for improvement, in two
specific areas. First, there is a need for more and better data on a
county and metropolitan area basis. Second, I would like to suggest
a population census every 5 years rather than the present 10-year span.
I submit that, with a rapidly changing society, the useful life of census
data has shortened to the point that more frequent censuses are needed.
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StareaeNT oF Wassiny Lroxtier, Proressor oF Ecoxoarics, HarvarD
Un~iversiTY, CAMBRIDGE, Mass.

The postwar revolution in economic programing and management
techniques reinforced by unprecedented advances in data-processing
technology has made the traditional approach to collection, organiza-
tion, and dissemination of facts and figures describing the operation of
the American economy and the social conditions of the public and
private life of the 180 millions of American citizens completely ob-
solete.

Driven by enlightened self-interest, large private business organi-
zations have taken drastic steps to modernize their internal informa-
tion systems thus making possible effective practical application of
modern scientific management techniques to all aspects of internal
corporate planning, particularly production scheduling and inventory
plamning of the short-run kind. '

In contrast from that the equally and possibly even more impor-
tant business decisions requiring correct and comprehensive assess-
ment of external factors such as development of new markets, intro-
duction of new methods of production and of new goods and involving
effective adaptation to new configurations of labor skills and shifting
patterns of demand for various natural resources, are being reached
now essentially in the same way as they were 30 years ago.

Modern analytical and data-processing procedures could be applied
in the solution of these problems as effectively and profitably as they
have been now applied to the solution of problems of internal manage-
ment. The development of these potential possibilities is, however,
being prevented by the lack of an up-to-date information and data
system.

One cannot deny the obvious fact that the Federal statistics are
gradually improving. This is unfortunately a slow piecemeal prog-
ress. At the present pace it will take 15 or 20 years to bring the sta-
tistical organization of this country in the shape in which we should
and could have it 3 years from now.,

The so-called systems approach which proved to be so successful in
many other fields should be applied in this instance, too. What this
country possesses now is not a statistical system but an ever-growing
loosely structured heap of facts and figures. A minimal and occasion-
ally even quite high level of internal interpretation and consistency
has already been achieved in the organization of its separate blocs,
such for example as the system of social accounts, the foreign trade
statistics, financial and banking statistics, employment statistics and
so on. These blocs do not make up, however, a systematics whole.
Hence, for the purpose of practical applications requiring consistent
sets of data much of the valuable information proves to be unusable.
Moreover, many ingenious and determined attempts to widen the
coverage and improve the quality of such separate sets of data turn
out to be ineffective.
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A radical modernization of Federal, State, and local statistics—
based as I have suggested above on a well-articulated systems ap-
proach—should be aimed at—

Supplying to private business, Government, and, last but not least,
to the community of scholars and researchers, a fully integrated pic-
ture of all the various aspects of the sociul and economic life and
structure of the United States.

That picture should be fully integrated, comprehensive, and de-
tailed. Experience of the recent years has conclusively demonstrated
that summary, aggregative information has only a very limited use-
fulness as a basis for practical decisionmaking, particularly in the
private business sphere.

In our age of rapid changes, obsolete information is for many
practical purposes useless information. The output of the statisti-
cal system must be not only fully integrated and detailed, it must be
up to date. The statistical agencies of the Federal Government have
made undeniable progress in the application of modern data-gathering
and data-processing techniques. The progress is, however, all too slow.

The time elapsing now between the actual occurrence of events
described by the governmental statisticians and the release as pub-
lication of their reports is all too long. It can and should be cut by
one-half across the board and in many instances it could be reduced
by 60, 70, or even 80 percent.

The traditional separation of factual descriptions from interpre-
tive analysis should }l))e maintained. At the same time the analysis
and interpretation of fact and figures collected by governmental stat-
isticians should be encouraged not only outside but also inside of the
Government, particularly in those areas in which a meaningful inter-
pretation of the observed facts requires provisions of supplemmental
data of nonstatistical kind. A most immediate example of such a
need is offered by the important area of technological innovation and
structural change. :

I am, of course, fully aware of the fact that any attempt to embark
on a practical realization of the program of reform outlined above is
bound to come up against strong, determined resistance of political,
administrative, and intellectual kind, both inside the Government and
from the outside. The situation is in this respect not unlike to that
in which the present Secretary of Defense found himself when he was
about to embark on the now successfully completed reorganization
of our Defense Establishment. I believe, however, that the beneficial
results of the proposed modernization of the Federal statistical sys-
tem will turn out to be not less gratifying than the results of Mr.
McNamara’s reorganization of the Pentagon. Statistics is too im-
portant a field to be left entirely to the statisticians.



StatemeENT oF GorooN W. McKinieEy, Vice Presment, McGRrRAW-
Hirr, Inc., NEew Yorg, N.Y.

In point of urgency, I believe the most seriously needed improve-
ment 1n Federal statistical programs is more adequate data on who are
the “poor” in our society. The Federal Government has recognized
the need for a large-scale effort to lessen poverty in the United étates.
Some programs are already underway and others are just beginning.
The American people have become more acutely aware that there are
segments of the population who have been and are being left behind
in a generally prosperous society. Yet information regarding the
characteristics of the poor is so pitifully inadequate that there is a real
danger that the war on poverty may pass the poor by, or may fail to
get at the reasons for the poverty.

An example of the need for more adequate and more scientific data
in this field is the Council of Economic Advisers inability to produce
a more meaningful definition of poverty than to classify as “poor” all
those with a family income under $3,000 or an individual income
under $1,500. Quite apart from being inaccurate and unscientific,
this is the sort of definition of the problem least likely to lead to an
intelligent solution. In the first place, the definition should obviously
take account of variations in geographic and urban-nonurban costs of
living, family size, age of members of the family, homeownership and
other assets, and extent of income in kind. In the second place, even
if allowances are made for these variations, the definition becomes
meaningful in terms of a solution only when the characteristics of the
poor are described. Are they poor because they are old, unemployed,
nonwhite, sick or disabled, uneducated, deserted by the family head?
TIs their poverty of long standing? Is poverty continued in successive
generations? Is poverty regional, urban, farm, or prevalent in par-
ticular occupations? ’

The less we know about the poor and the reasons for their poverty
the more certain will it be that the war on poverty will waste money
and effort and fail to really help the poor. The more data and infor-
mation we have in this question the more effectively can we move to
eliminate poverty. Surely this problem is real enough to warrant the
expenditure of enough money on adequate information to guide us to-
ward intelligent solutions.

In this connection, may I call your attention to a report entitled
“The Concept of Poverty,” recently published by the Task Force on
Economic Growth and Opportunity of the U.S. Chamber of Com-
merce. This report includes research papers by scholars in universi-
ties and the Government discussing the meaning of poverty and the
need for more adequate data and information to insure an effective and
properly oriented antipoverty program.
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STATEMENT OF HowarpD MANDEL, VICE PRESIDENT, NATIONAL
AssociatioN oF Broapcasters, NEw Yorgk, N.Y.

In reviewing this situation with members of our industry who are
concerned with this area, there has been agreement on the need for
several types of information not currently secured and disseminated
by Government agencies:

1. There is a lack of sufficient detail on small geographic units.
Particularly pressing is the need for more population informa-
tion on a county-by-county basis, including data on education, age,
sex, color, occupation, and income.

Additionally, it would be of great value to have such informa-
tion for key economic indicators, such as building permits and
bank debits. While some of these data can be obtained from
local sources and Federal Reserve reports, it would be most help-
ful if these could be consolidated and related to the national
figures.

9. There is a vital need by our industry for continuing and
timely data on the ownership of radio and television sets. The
National Association of Broadcasters and several other broad-
casting industry groups are currently financing a special study
by the Census Bureau to secure information on television set
ownership, including UHF and color set data.

However, we feel that the industry could make excellent use of
more current and more detailed data on the number and character
of radio sets now in use, including information on ownership of AM,
FM, and FM-stereo sets.

A special need here is for figures on radio and television set owner-
ship for farm homes (with rural farm and rural nonfarm tabulated
separately). This could be included in the census of agriculture.
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StatemexT oF Ricmarp F. Messing, ArtHUR D. LirtiE, INc.,
CaMBRIDGE, Mass.

I would like to place before you and your group some thoughts on
this subject in light of our own requirements and those that we observe
in the business community. Perhaps one of the most critical aspects
In improving the quality of Government statistics lies in the area of
timeliness. ile I am aware of the problems in developing and col-
lating statisties quickly, I feel that the Federal bureaus should con-
tinue to devote efforts to producing useful statistics more quickly
after the time period to which they pertain. This is a general obser-
vation, but would apply particularly to the activities of the Bureaun of
the Census, Bureau of Mines, the U.S. Tariff Commission, and the
other agencies of the Department of Commerce, including the Office
of Business Economics.

The second point is the desirability of supplying information which
can serve as a useful guide to the planning of business expansion.
While we now receive a good deal of information relative to prices,
employment, shipments, profitability, and the like, it seems to me that
" there 1s relatively little emphasis given to the question of the relation-

ship between available plant capacity and demand, subdivided on a
meaningful basis, whetﬁer that be geography, by product type, or
whatever. Some of the inputs necessary to establish this relationship
can be interpreted from figures on production, sales, and similar meas-
ures which are now reported, but 1 am wondering whether we cannot
do a better job in relating these to available capacity, or derive other
measures which would be useful in better programing business
expansion.

Another issue which may be worth noting is the desirability of re-
viewing at periodic intervals the classifications in which statistical
information is grouped, especially in import-export data. Many
times the groupings are out of date in relation to current industry
practice, whereas other important categories are eliminated.
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StatemENT oF Ropert C. Mivier, Presipent, Trcuno-Economic
Services, Inc., ror LsLie Savt Co., SAN Fraxcrsco, CALIr.

From my point of view, there are several areas where both the quan-
tity and quality of data in present Federal satistical programs could
be improved :

1. Timeliness—The time lag in data from many Federal sources
has been improved somewhat in recent years; however, we are still
waiting for the release of 1963 census of manufactures data on specific
industries such as chemicals and allied products. We need this infor-
mation in connection with a survey of western chemical opportunities
we have underway for a group of clients. The 1962 survey of manu-
factures data ave available, but the latest complete census of manu-
factures available today presents 1958 data. As many of the regional
data are not reported in the 1962 survey, we are forced to work with
approximations derived from information 7 years old. Similarly,
the recent input-output analysis presented in the November 1964 issue
of the Survey of Current Business by the Department of Commerce
is based on 1958 data. Put another way, we are nearly halfway
through the decade of the 1960’s and are forced to rely on data re-
ported in the last half of the previous decade.

2. Accuracy—Over the past 20 years we have encountered many
inconsistencies and inaccuracies in Grovernment statistics. Sometimes
these apparent inaccuracies are the result of inadequate or improper
definition of the industry or product. Continued efforts to improve
industry definitions and to verify the accuracy of statistics are needed.

3. More detail—Although national statistics on many industries
and products are available, many gaps exist in the regional breakdown
of these data. For example, although the Federal Reserve Bank of
San Francisco publishes reports of weekly department store sales
by metropolitan area or center including percentage changes from the
corresponding period a year ago, no data are directly available on the
consumption of sulphuric acid by major uses on a regional basis.

You will no doubt recall the statistical problem we encountered in
a study of the western market for salt in the animal feeds, canning,
and meatpacking industries we conducted for you in 1963. We found
that the amount of salt Morton Salt Co. ships out of State from its
Alameda refinery (an indeterminate amount) was included in Bureau
of Mines data for California.
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STATEMENT OF OSEAR MORGENSTERN, DEPARTMENT OF EconoMics,
Princeron Un1versiTy, PriNceTON, N.J.

The following remarks are only a very general nature and touch
problems without any possibility of detailed suggestions. However,
we will suggest broad directions of further possible increases in the
value and meaning of Government statistics.

1. ON DATA-COLLECTING AGENCIES OF THE U.S. GOVERNMENT

As things now stand, there exists a considerable amount of dupli-
cation of economic data collection by U.S. Government agencies, not
accounting for duplications with private efforts in many fields.

Even a%)rief investigation shows that about 10 different U.S. Gov-
ernment agencies collect economic data. Many of their series over-
lap or are estimates of one and the same phenomenon. Some of this
duplication my be valuable if it is intelligently used to improve the
accuracy of the duplicated observations. Unfortunately, this seems
seldom to be the case. Each of these agencies has by now established
its own vitality, and a reorganization (aggregation) of economic
data collecting would certainly encounter many obstacles. Neverthe-
less, this idea should be seriously considered.

To outline only two major gelds where repeatedly duplicate work
is done we may cite:

(a) Data collected on manufacturing by U.S. Government agencies :
The Bureau of the Census.

The Office of Business Economics.

The Federal Trade Commission.

The Agricultural Marketing Service.
The Internal Revenue Service.

The Security and Exchange Commission.
. The Tariff Commission.

(5) Data on Labor Statistics collected by :

The Bureau of the Census.

The Bureau of Employment Security.
The Bureau of Labor Statistics.

The Agricultural Marketing Service.
The Business and Defense Service Administration.
The Interstate Commerce Commission.

. The Women’s Bureau.

OO WO

NSO o=

ON THE DATA

(a) It is not possible to make a general statement concerning what
data ought to be collected. In certain fields publications are over-
abundant in quantity if not in quality and reliability. Examples of
the divergence between concept and observation are to be found in
O. Morgenstern’s book “On the Accuracy of Economic Observations.”
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Data on employment and unemployment statistics might be singled
out. Recommendations to improve them go back at least to the 1955
ref)ort of your committee. There a strong interest in better and more
reliable employment and unemployment statistics had been outlined.
To quote, “It is imperative that these series be as sound as possible
and that there be a maximum of confidence in their reliability.” But
the situation today is still unsatisfactory.

(6) In order that the data be most useful, a high degree of interna-
tional comparability should be achieved. As far as possible U.S.
agencies should cooperate in the implementation of international
standards and adjust their work if such adjustment is possible.

A memorandum on “International Economic Statistics” was pre-
sented in 1957 for the Subcommittee on Economic Statistics by the
Office of Statistical Standards of the Bureau of the Budget. But
continuous changes in this field have taken place and after 8 years
an up-to-date report would be desirable. Of some interest might be
the work of the newly created Statistical Office of the European
Economic Community in Brussels. International standard classifi-
cations are available; among others.*

SITC (Standard International Trade Classification).

ISIC (International Standard Industrial Classification of All
Economic Activities).

NICI (Nomenclature of Industries in the European Com-

munities).

ISBIS (International Standards on Basic Industrial Statis-
tics).

ISDTS (International Standard Definitions for Transport
Statistics).

This does not mean that those classifications are always superior to
or more suitable for the United States.

(¢) Efforts should be made to establish reliable input-output tables
for the United States. Such tables should be revised regularly and
gossibly in accordance with similar work done in other countries.

uch tables would constitute a very useful basis of economic policy de-
cisions. Input-output tables would provide information that goes be-
yond simEle national accounts data, these tables being to a great extent
more sophisticated. Again, emphasis should be put also on the inter-
national comparability of those tables. Very considerable difficulties
rise in that respect and as example we may take the U.S.-EEC
“comparability”:
1. The “new” U.S. tables choose 1958 as their basis year while
the current EEC input-output tables will have 1959 as their basis.
2. The U.S. sectors are defined by a mixture of commodity, es-
tablishment, and activity principles, whereas the EEC tables real-
ized as far as possible the commodity principle in all six countries.
3. The U.S. tables will be classified approximately into 80
classes (a rather high number of classifications), while the EEC
tables will only contain 36 classifications. Individual EEC coun-
tries will have classifications between 70 and 80 classes.
4. The treatment of subsidiary products differs widely.

1 See also U.N. Statistical Papers, Series M, No. 11, “List of Statistical Series Collected
by International Organizations.”
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The work done in the above-mentioned paper in 1957 on national
accounts statistics could be extended in an analogous way to input-
output tables. Such a study would certainly yield fruitful results and
perspectives.

(d) General statements (classifications) on the accuracy of the data
presented should be given in the statistics presented by U.S. Govern-
ment agencies. This does not mean that each single number should
be tested with regard to its degree of accuracy. It would suffice if at
least the more important tables would state the degree of accuracy of
the numbers given, e.g. =5 percent, =10 percent, or more. 'This should
prevent to some extent misuses or misinterpretations of those official
data by decision makers or newspaper writers. This might have a
beneficial effect on the public press which advertises 0.1 percent and 0.2
percent monthly variations in employment or unemployment figures,
changes which are completely insignificant and are likely to create
nothing but unwarranted confusion and uncertainty.

As an example of analysis in this area one might cite the publication
in 1956 by the Central Statistical Office of the United Kingdom on
“National Income Statistics.” This publication gave three ratings of
those statistics with A==3 percent, B==10 percent, C*more percent—
likely deviations from the true figures. Similar U.S. evaluations
might prove to be highly desirable.




StateMENT oF Ravaonp O. NewsoN, MaNAGER, SURVEY RESEARCH
Drviston, CHILTON RESEARCH SERVICES, PHILADELPHIA, PA.

The following outline contains some suggestions that I hope will
prove to be of some help in your search for further excellence in your
statistical program.

CENSUS OF MANUFACTURERS

The census constitutes an indispensable reference for industrial mar-
ket data. However, since this census is only taken every 5 years, it is
imperative that these reports be released on schedule. Any efforts that
can be made to hasten their publication and release would be greatly
appreciated.

In general the census is extremely comprehensive and thorough.
There are still some areas, however, which could be improved. With
reference to selected materials consumed, the census now provides a
breakdown of certain raw materials and primary products by con-
suming industries. An increased number of these “selected materials”
(with 5-, 6-, or 7-digit SIC codes) would be particularly useful. For
example we would welcome data on consumption of such products as
valves, tubing, motors, pumps, etc. by industries (4-digit EIC) or by
industry groups (2-3-digit SIC).

Another helpful addition would be general statistics (employment
size, number of establishments, capital expenditures, etc.) for plants
secondarily engaged in manufacturing a product.

CENSUS OF BUSINESS

A very important addition to the 1963 census should be subject re-
ports covering the sales of selected merchandise lines through major
retail outlets. . Annual or even quarterly reports of these statistics
would be invaluable, especially to such Chilton publications as De-
partment Store Economist, Hardware Age, and Boot and Shoe
Recorder.

Chief complaints leveled against the census generate from the stand-
ard industrial classification codes used in certain industries. In par-
ticular, industry group number 36 appears to need some serious re-
vision. One of our publications, Electronic Industries, has created its
own classification system (EIC product list) to remedy this problem.
‘We submit a copy of the EIC product list to you as an example of the
type of detailed classification needed.

Other more specific suggestions for SIC revision include the
following :

1. A new SIC for powdered metal parts, formerly SIC 3463;
2. A reclassification of pistons, piston rings, carburetors, etc.
from SIC 3599 to SIC 3714—“antomotive parts”;
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3. A separate classification for automotive stampings now
grouped with metal stampingsin 3461.

ANNUAL SURVEY OF MANUFACTURERS

During the intercensal years, the annual survey of manufacturers is
a singular source of reliable, up-to-date industrial statistics. It is our
opinion that the value of the annual survey could be considerably
increased if it were to cover a 6- or 7-digit SIC—specifically for value-
of-shipments data. The accuracy of certain statistics in the annual
survey might well be reviewed. In the specific case of metal cutting
tools, SIC 35451, annual survey figures run consistantly higher than
comparable BDSA figures ($467,136,000 versus $362,000,000 estimated
value of shipments for 1962). If such discrepancies are due to differ-
ent methods of classification, then perhaps some standardization is in
order. Extending the annual survey to a 6- or 7-digit SIC might also
help to eliminate these disparities.

CURRENT INDUSTRIAL EFFORTS

These reports are extremely useful in providing current statistics,
however, a broader range of products covered would make them more
valuable. Quarterly and monthly reports are less important to us
than annual ones. If the annual survey cannot be extended to cover
a 6- or 7-digit SIC, then we would like to see more current industrial
reportsin the following industry groups:

25—Furniture and Fixtures.
34—Fabricated Metal Products.
35—Machinery, Except Electrical.
36—ZElectrical Machinery.
37—Transportation Equipment.
38—Instruments and Related Products.




STaTEMENT OF Frank W. NoTesteiN, PRESIDENT, THE PoPULATION
CouxciL, New Yorxk,N.Y.

It seems to me we still need the quinquennial census, whatever our
annual sampling programs may be. Our baselines are entirely inade-
quate when the fundamental data are collected only once every 10
years.

Our information concerning marriage and divorce is wholly inade-
quate. Basic data on formation and family function have never been
adequately obtained, and much of the social pathology of our time
lies 1n this area. It is hard to overstress the importance of building
the record in these areas.

Finally, we need, by sampling procedures, to secure much more depth
in our knowledge about the factors affecting demographic behavior.
Today, for example, we know almost nothing about the prevalence of
various forms of contraception which are of major importance to both
the health and the economy of the Nation. Information in this field
ought not to be collected on the compulsory basis that underlies the
regular census procedures. There is, however, a world of experience
to show that accurate reports can be obtained from a sampling system
in which the respondents are providing information on a voluntary
basis. Some of this information has been obtained from surveys con-
ducted with private funds, but the time has come in which this sort
of activity might well be regularized.

The field of religious preference represents a similar delicate subject
with which we have been properly reluctant to deal on a compulsory
basis. The fact remains, however, that a number of private efforts
have demonstrated that people are glad to respond to questions in this
field. There is every indication, as for example, the fertility studies
conducted in Princeton University, that no single variable is more
important, at least in the early years of family formation. Person-
ally, I hope very much that in the foregoing two areas, at least, the
voluntary inquiry made on a sampling basis can be utilized by the
Government as a means of enriching our knowledge concerning devel-
opments that are clearly of major significance in both the economic
and social fields. :
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StateMENT oF GUy H. Orcurr, CmairmaN, Sociar Systems RE-
SEARCH INSTITUTE, THE UNIVERSITY OF WISCONSIN, ManIsoN, Wis.

1. INTRODUCTION

Our society recognizes that information is essential to the sound
operation of government as well as of business. It backs up this
recognition by spending substantial sums for the collection, storage,
use, and dissemination of data relating to the condition and behavior
of individuals, households, enterprises, governmental units, indus-
tries, markets, and natural and manmade resources. However, despite
these substantial expenditures, the present procedures, relating to the
collection and handling of data, are grossly ineffective for obtaining
those benefits to policymaking that could flow from research use of
data in learning how our economy functions and in simulating its
behavior, including its response to governmental policy.

The primary purpose of the following comments 1s to point out,
some of the benef%s that might flow from greater research use of data
collected by the Federal Government and to indicate some of the data
requirements for effective research on and simulation of our economy.

While it is evident that we are squandering our data resources,
insofar as research on our economy is concerned, it is less clear what
steps could or should be taken to reduce or halt this waste. Never-
theless, a secondary purpose of the following remarks is to point out
that creation of an adequately financed, national, data library-com-
putation center could prevent much of the tragic destruction of irre-
placeable data which frequently takes place. It also is to be noted
that such a data library-computation center could prevent the equally
effective loss of data which follows from our archaic and inadequate
provision for data storage and retrieval. In addition it could pro-
vide a useful link between data users and data collectors, it could
greatly enhance the value of existing data by providing for the merger
of separately collected bodies of data, and 1t could facilitate effective
research uses of data without disclosure of confidential information
about individuals or enterprises.

2. POLICY IMPLICATIONS OF SIMULATION

To simulate an economy is to achieve a dynamic representation of
its functioning by the operation of a model of the economy. Each
such model embodies a set of relationships which are intended to
represent how the state of the economy at any arbitrary time is related
to the past history of the economy and to other variables which are
to be specified or predicted prior to use of the model. Given an actual
or assumed past history, as well as time series of policy variables and
other variables treated as independent, or exogenous, such a model is
repeatedly applied to generate the values of dependent, or endogenous,
variables for successive time periods. It is these resulting time series
which comprise the simulated behavior of the economy.
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One important and widely recognized goal behind efforts to simulate
the economy is forecasting. Clearly, insofar as it is feasible to ac-
curately predict the future course of economic variables, it would be
valuable to do so. This follows directly from the fact that most ac-
tions have consequences which aresignificantly delayed in time. If the
future could be more accurately forecast, then present actions could
be more effectively tailored to conditions which will exist while they
are having their effect.

A second and more important goal behind the growing effort to
simulate the economy is conditiona%prediction. Forecasts are uncon-
ditional predictions made on the basis of a given past history. They
may indicate what to prepare for, but they offer little guidance about
how the future might be modified. Conditional predictions are in-
tended to furnish the policymaker with information about how things
would be different if one policy course were followed rather than an-
other. Thus, given a suitable model of the economy, it would be pos-
sible to run it with different assumed tax and spending policies of the
Government. The attractiveness of substituting experiments on
models for experiments on the real economy is similar to that of sub-
stituting experiments on model aircraft for experiments on real air-
craft. %t is expensive in terms of both human and physical capital
to try out untested ideas on real airplanes. It is infinitely more
expensive to try them out on the whole economy. Effective simula-
tion of the economy would not reduce the need for human choices.
It would permit policymakers to at least sample the fruit of alter-
native policies before applying them to us.

Other significant objectives that motivate efforts to simulate the
economy relate to the achievement and dissemination of a more basic
understanding of how our economy functions. And just as business
games are playing a growing role in the training of executives, it seems
reasonable to look forward to the day when would-be governmental
policymakers will first exercise their skills on realistic models of the
economy.

The development of useful models of our economy is a major under-
taking and poses many research and technical problems. Of these, the
most 1mportant and most difficult have to do with the discovery and
verification of reasonably stable behavioral relations. To build models,
which would usefully predict the way in which our economy would
respond to possible governmental actions, requires a more basic knowl-
edge than we now possess about how households and enterprises re-
spond to changes in such variables as incomes, prices, wage rates, credit
terms, capital gains, and taxes. Achievement of a more basic under-
standing of the functioning of our economy will require a more appro-
priate mobilization of our data resources.

3. THE NEED FOR RELATED TIME SERIES DATA

A necessary condition for satisfactory estimation and testing of a
relationship is the availability of time series for both the output vari-
ables and the input variables of the relationship. The output and
input variables must relate to the same component or components and
each variable must relate to an appropriate timespan. Uncoordinated
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measurements are likely to be of little or no value for estimation of
relationships.

Responses of behavioral components are typically distributed over
time and lag the situation that gives rise to them. The form and
average lag of responses are typically part of what must be estimated.
Cross-sectional data are useful but are unsuitable for estimation of
lagged responses. 'The observed responses may well relate to earlier
unmeasured stimuli. Observed stimuli may well relate to future un-
measured responses. Recall data may help some, but errors are likely
to be larger for longer than for shorter recalls, and systematic biases
are likely to be substantial. Cross-sectional data are useful for estab-
lishing appropriate initial conditions and may provide a variety of
possibilities for testing hypotheses. Nevertheless, related time series
are essential if the dynamic behavior of the economy is to be studied.

4. THE NEED FOR TIME DATA ABOUT HOUSEHOLDS AND FIRMS

Insofar as availability of data permits, a proper study of the econ-
omy should have its foundations in research on the microcomponents
out of which it is formed. This is so for the following reasons, despite
the fact that many uses of models of economic systems are likely to
revolve around predictions of aggregates.

41 Hypothesis formation—The essence of any model are the
hypotheses embedded in its relationships and structure. The social
scientist can invent hypotheses relating to components of any desired
level of aggregation just as the physicist may promulgate hypotheses
about the behavior of gases as well as about the behavior of molecules
or components of molecules. However, the social scientist has a
peculiar advantage in producing hypotheses about the behavior of indi-
viduals, families, and firms that he does not have at other levels of
aggregation. He is an individual, and he lives at a microlevel. Intro-
spection and personal observation cannot be relied upon to be unbiased
and free of gross distortion. Nevertheless, fruitful hypotheses about
human behavior are rare enough that social scientists should fully
exploit whatever advantages may accrue from being the most im-
portant type of component in the systems we wish to simulate. This
does not mean completely avoiding hypotheses about macrobehavior,
but it does mean being willing to work with models based upon or
derived in large part from hypotheses about the behavior of micro-
components.

4.2  Specification of causality—We want models of social systems
which will enable policymakers to predict consequences of alternative
actions and we want models which say more than that certain things
have been associated in historical periods or even that, in the absence
of policy actions, they will be associated in the future. We do want
models which will predict how the future will be different if particular
actions are taken in preference to other alternative actions. Success-
ful induction from past experience about even the immediate impact of
actions is difficult enough in any case but seems most attainable in situ-
ations in which we can at least clearly identify the action, observe
many repetitions of the action in varying circumstances, and observe
developments in terms of many selected variables at closely spaced
points in time both preceding and following the action. All of the
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above requirements can frequently be met in studying the behavior of
micxl'ocomponents. They are almost never met at highly aggregative
levels.

4.3. E'stimation and testing.—Social scientists do not yet possess a
body of theory sufficiently developed and tested to permit the confident
specification of variables to be included, form of equations to be used,
and appropriate lags for each variable prior to the estimation of para-
meters entering into equations. Existing theory offers some guidance,
but it is the most fanciful kind of wishful thinking to believe that it
offers much guidance in the above respects. This being the case, it is
obvious that any effective testing and estimation does require very
large numbers of observations. This would be true even if the obser-
vations to be used were generated by experiments arranged according
to the best available knowledge about experimental design.

Highly aggregative time series simply do not begin to contain enough
observations to permit extensive testing and estimation. This would
be true even if the observations in such series resulted from well-
planned experiments. The fact that the available aggregative series
are autocorrelated, multicollinear, frequently poor measures of what
we want to measure, often do not measure short-run developments, and
are embedded in an operating system involving many relatively rapid
feedbacks, only compounds the already apparent drawbacks of esti-
mation and testing based only on highly aggregative time series.

Since much of the hoped for payoff'is at the highly aggregative level,
it is of course reasonable to fully exploit the testing and estimation
possibilities that exist at this level. However, anyone who recommends
primary reliance upon estimation and testing based solely on the use
of times series aggregated all the way up to a single set of series for
the national economy is surely one of the world’s greatest optimists.
Estimation and testing problems still abound even if observations on
microunits are used, but at least one can have an enormous body of
unplanned experiments to work with. These unplanned experiments
may be observed in great detail at very frequent intervals and they
do involve wide ranges of variation in the variables. At the microlevel,
there frequently are cases in which variables we would have liked to
vary do in fact vary and in which other variables we would have liked
to hold constant do remain constant.

If it were available, the best data base would include an extensive
supply of appropriately selected time series for each member of large
panels of households, firms, and other basic behavioral components of
our economy. Ideally, such time series would contain frequent meas-
urement over long periods of time.

5. THE NEED FOR TIME SERIES DATA ON MATCHED GROUPS

During the next 10 years we can expect some progress in the collec-
tion of time series data about microcomponents.” Neverthless, in view
of some well-known and formidable problems, it is unlikely that an
adequate supply of such data will be secured.

Because the present supply of time series about microcomponents
are grossly inadequate and likely to remain so, other possibilities of
increasing the effective data base must be exploited. One such possi-
bility, which appears to be of major significance, is the systematic
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development of time series data for parallel and approximately
matched groups of behavioral components.

The typical situation currently faced in efforts to simulate the U.S.
economy is that there exists at best but one set of time series for testing
and estimating each relationship. Biy:l securing parallel sets of time
series of the same variables for 10 or a hundred subgroups of the popu-
lation the number of observational points available for estimation
would be increased by a factor of 10 or a hundred. If the groups were
selected so as to be approximately matched, then the same equations
should apply to each of the groups and no increase need take place in
the number of parameters to be estimated.

The multiplication of observations with little or no increase in
parameters permits large gains in testing power and corresponding
reductions in standard errors of estimated coeflicients. Furthermore,
an additional opportunity would then present itself. ,

With a single set of time series, relating to what might be thought
of as a single experimental subject, the only kind of controls that are
possible are of the before-after variety. It is thus always extremely
difficult to know whether any observed behavior is a response to a
potential stimulus or interest or to one or more of the large number
of other aggregate time series which are highly correlated with the
explanatory variable of interest. By using parallel sets of observa-
tions on approximately matched groups it becomes possible to relate
differential behavior to differential stimuli and so achieve more effec-
tive controls. In the first case, average responses are related to average
treatments and most of the available evidence is not brought to bear.
In the second case, all other subgroups may be thought of as potential
control groups for each subgroup. Among other things, this would
permit the effective suppression or balancing out of major feedbacks.
This in turn might well permit appropriate and effective use of simple
techniques for estimating and testing along with far fewer assumptions
about parts of the economy not. under immediate investigation.

Since the population, of households for example, could be divided
into approximately matched groups in many ways, the question arises
as to which groups should be used. However, it is easily seen that a
single optimal grouping is not to be expected. Therefore, insofar as
is feasible, provision should be made for use of more than one basis
of grouping.

The general objective in selecting groups should be to achieve groups
that are as heterogenous as possible internally with respect to variables
the researcher wants to balance out and as homogenous as possible
internally with respect to variables the researcher wishes to consider
as potential explanatory variables.

A prime and obvious attraction of the use of data aggregated or
averaged over a group of microbehavioral components is that dis-
closure problems are greatly reduced or even eliminated. If the
groups are small, appropriately selected and numerous, then it is pos-
sible that the loss of information inherent in aggregation could be kept
small. A significant effort in this direction is now being made by
Edgar Feige of the Social Systems Research Institute with the cooper-
ation and support of the Board of Governors of the Federal Reserve
System. In this approach each set of time series would relate to -
three or four banks. '
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A second very important attraction of seeking time series which
measure average or aggregate stimuli and behavior of groups is that,
if the groups are large, it permits deriving sets of time series from
a succession of unlinked cross-sectional samples. The basic idea of
this approach is simply that since each nationwide cross-section sample
actually draws a sample from many subgroups of interest, it is possible
to estimate the mean value of each measured variable for each sub-
group. This can be done even though the successive samples are un-
Iinked and consequently time series for individual microcomponents
could not be derived. Since the sampling variance of sample means
depends primarily on sample size, it 1s important to have sizable sub-
samples from within each subgroup of the population. The large
total sample size of the Current Population Surveys of the Bureau of
the Census makes it an ideal candidate for this kind of use.

Another important advantage of seeking time series which measure
average stimuli and behavior of groups is that extensive sets of time
series related to the same groups can be built up by merger of data
from different microcomponents. All that is necessary is that each
source secure the minimal amount of information needed to classify
the selected microcomponents into the same set of selected groups.
This variant of the general approach also requires the use of sizable
samples if direct matching is impossible.

Sets of time series on matched groups probably cannot provide as
good a data base as would adequate sets of time series on large numbers
of individual microcomponents. However, they would enable us to
increase the effectiveness of our present data base by several orders of
magnitude and they are obtainable.

6. THE NEED FOR A NATIONAL DATA LIBRARY

Establishment of a national data library by the U.S. Government
would substantially increase the value of data now collected by facili-
tating both Government and non-Government research. Such a cen-
ter would store data and facilitate their rapid retrieval and use with-
out disclosure of confidential information about individuals or enter-
prises. It could provide for essential linkage and merger of separate
bodies of data now collected by both governmental and nongovern-
mental collecting agencies. It could prevent the tragic loss of irre-
placeable data which now frequently takes place. It could make
possible the construction of improved models of the economy for use
in testing policy alternatives by means of simulation studies. In
short, if adequately organized, staffed, and financed such a center
could be of inestimable social value.



StareMeNT OF U. L. Prain, CHAIRMAN, STATISTICS COMMITTEE,
InsuraTioN Boarp InsrTiTUTE, MINNEAPOLIS, MINN.

This letter is in response to your request of the Insulation Board
Institute to submit ideas and opinions on the quantity and quality of
data in the Federal statistics program.

We fully support the recommendations outlined in the attached
excerpt from the Federal Construction and Housing Statistics Com-
mittee report for the Federal Statistics Users’ Conference annual
meeting held October 1-2, 1964 for improvements in building con-
struction statistics and especially in the following areas:

NEW RESIDENTIAL CONSTRUCTION STARTS AND ADDITIONS, ALTERATIONS,
MAINTENACE AND REPAIRS, AND REPLACEMENT

Breakdown into:
(@) Types of housing:
Single family
Multifamily:
Up to three stories
Four or more stories
(1) Types of structure:
Wood frame
Metal frame
Solid masonry
(¢) Types of materials used:
Interior walls and ceilings
Exteriors of walls and roofs
(d) Geographic distribution
(¢) Renew C50 report series: Segregate complete re-roofing
and re-siding as in table H, page 7 of report C50-7 including
geographic distribution at least as fine as in table 3 and 4 on
page 11.

For some time there has been a problem with the type of statistics
published concerning new residential housing construction activity, in
that no breakdown of one and two family and multifamily housing
starts by geographical regions other than four broad regions (North-
east, North Central, West, and South) is published. The closest
approximation to this are the housing permit statistics printed in the
following publications:

CONSTRUCTION REPORTS

Series C40: Housing Authorized in Individual Building Permit-
Issuing Places.

Series C42: Housing Authorized in Permit-Issuing Places: Sum-
mary statistics.
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Housing starts statistics are, however, a much more current and
realistic measure of the level of activity than building permits, pri-
marily because—

(1) Many housing units are built without a permit being
required (particularly in the South and in rural areas).

c%2) There are varying delays between the issuance of permits
and the actual starting of construction.

(3) Permits are issued for many housing units that are sub-
sequently not actually built.

We would suggest that the Department of Commerce consider pub-
lishing esimates of housing starts broken down statistically as tabu-
lated on page 1.

Geographical breakdowns should preferably be by States, cities,
and towns, and counties; but broader geographic detail such as the
regular census regions would be a very welcome improvement if con-
sistently followed.

This could perhaps be accomplished by statistically developing
numerical coeflicients or ratios for each geographical area to convert
presently available permit data into estimated housing start data.

This information would be extremely useful not only for building
product companies for use in—

§a Economic and distribution planning;

b; Plant location studies;
éc) Deployment of marketing organization ;

d) Evaluating market potential, etc.—
but for governmental units as well, and could be expected to result
in housing and building materials better designed to fit consumer
needs.

As an example of the need for geographic detail, the National
Association of Home Builders attempted in 1962 to estimate housing
starts by State.

NAHB estimates listed below for the following States illustrate
the very large difference between permit data and housing start data.

1962 NAHB | 1962 Bureau
total hous- of Census
ing starts total hous-
estimated ing permits

ATKAISAS . e e mam e mmemmmmm—————— 22, 000 4,854
i - 22, 500 18, 614
11,600 8,519
22, 800 12, 092
19, 200 4,
24, 200 16, 136
7,900 4,
23,100 10, 802
108, 400 77,654
261, 700 155, 959

This shows that permit statistics have very questionable value in
some regions as an indicator of residential construction activity.

The publication of more meaningful and usable building construc-
tion statistics as suggested in the foregoing could well supplant several
of the current series which would then likely not be needed, partly
or entirely compensating for the cost of the improved service.
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The Insulation Board Institute is made up of many of the leading
U.S. manufacturers of building materials, as identified at the foot of
the IBI letterhead on which manager Charles M. Gray’s letter of
March 8, 1965, to you was written.

We hope that you will find our suggestions useful; and we want to
extend our appreciation for being afforded the opportunity to present
our views on Federal economic statistics.

REPORT OF THE FEDERAL CONSTRUCTION AND HoUsING STATISTICS COMMITTEE

The Federal Construction and Housing Statistics Committee wishes to draw
the attention of the membership of FSUC to the present crisis in Federal con-
struction and housing statistics. Although such developments as carrying the
new housing starts series back to 1945 and revising the value put in place series
for the same period to take account of the revised housing starts series have
taken place, the year has recorded more losses than gains in Federal statistical
information on construction and housing.

The National Housing Inventory has been eliminated and, as a result, there
will be no mid-decade benchmarks of the size and condition of the Nation’s
housing inventory. The Census survey of additions, alteration, repair and re-
habilitation of residential properties has been discontinued, and this important
part of construction activity will once again be reported by some kind of cal-
culated figures.

The revised series on private nonresidential construction put in place has
not yet appeared even though the Census Bureau has been working on it for
5 years. Other aspects of the long-range program for the improvement of con-
struction statistics have similarly taken longer to develop tham anyone an-
ticipated.

Budget proposals to improve housing statistics have received almost no sup-
port in Congress. FElaborate statistical and research programs from HHFA
which have contained important proposals for new measures of housing demand
have almost uniformly failed to get off the ground. The only positive regular
feature to be approved has been the monthly report on sales and inventories of
new single-family homes.

This committee and the conference have indicated priority needs for improve-
ments in Federal housing and construction statistics on a number of occasions
and in a number of places, notably the long range program for the Improvement
of Federal statistics and in the report of the Conference on Federal Statistics
Related to Housing held on January 24-25, 1963.

A list of these priority needs as expressed in these earlier reports follows:

LONG RANGE PROGRAM FOR THE IMPROVEMENT OF FEDERAT. STATISTICS

First priority
(a¢) Regular survey of the characteristics of new housing.
© (b) Series on expenditures for maintenance and repairs, additions and al-
terations until adequate data are developed for all major categories of construc-
tion.

(¢) The elimination, insofar as possible, of inconsistencies between current
housing starts data and benchmark data of the Census of Housing and the Na-
tional Housing Inventory.

(@) Continuation of the National Housing Inventory as a regular feature of
the Federal statistics program.

(e) Development of an adequate cost of construction index.

Second priority
(@) Additional geographic detail in construction activity data.
(b) Development of more adequate measures of employment in construction.
(¢) Development of anticipatory data relating to planned expenditures for
construction.



IMPROVED STATISTICS FOR ECONOMIC GROWTH 111

Third priority

(a) Development of interindustry studies to provide benchmark information
on the use of materials in construction.

(b) Inauguration of a quarterly survey of State and local government ex-
penditures as a vehicle for improving estimates of State and local government
construction.

CONFERENCE ON FEDERAL STATISTICS RELATED TO 1iOUSING

Benchmark date

(a¢) Benchmark housing information, especially components of change, is
needed more frequently than every 10 years.

(b) The national housing inventory is not perfect, but it is the only proven
vehicle at hand for developing this kind of information.

(¢) The idea of perpetual inventory deserves careful exploration to see
whether it might be a practical alternative.

(@) There is a need for research to find out whether more meaningful meas-
ures and means of collecting data can be developed.

(e) Geographic detail is of vital importance. In addition to providing detail
in Federal programs, technical assistance to States and localities bears promise
of being an economical way of meeting many user needs at least in part without
overloading the Federal budget.

(f) The lack of timeliness is an old complaint, but it is still a factor of con-
siderable importance in reducing the value of existing data, or of proposed new
data.

(g) The elimination of residential financing data from the national housing
inventory is no essential loss.

(h) At the present time, the lack of user understanding makes it possible to
evaluate the extent to which a census of wealth or a census of construction would
help meet essential informational needs.

Statistics about housing and people

(a) Statistics, even in great detail, cannot provide all the answers. Important
sociological factors, for example, are not measured by statistics as generally
gathered by Federal statistics programs.

(b) Federal programs should give first priority to “strengthening the bones”
which would be necessary prerequisite for any more penetrating analysis.

(c) Information of analytical value derived from existing materials in other
areas is very important, i.e., data on family formation, characteristies of families,
and the like.

(d) Employment and income data can be important as a proxy for more
complex sociological information.

(e) Geographic detail in current statistics is required for a proper under-
standing of phenomena related to housing. Short-run decisionmaking as well
as long-range planning requires local area data. Local area data on population,
employment, and income are of paramount importance.

(f) The amount of local area data supplied by Federal statistics programs
will be arbitrary to some extent. Proposals to provide technical assistance to
States and localities to develop or improve their own data are important.

Eaisting housing

(a) The usefulness of vacancy data would be greatly improved by the addi-
tion of local area data.

1(b) The proposed development of vacancy information for 3540 metropolitan
areas would be a major improvement.

(c) Technical assistance to localities to enable them to develop data to meet
their needs is desirable and may be the best way of getting more and better
local data.

(d) Vacancy data must be used carefully in any event. 'Superficial accept-
ance of raw data without careful analysis can lead to wrong conclusions.

(e) Although refinements are desirable in data relating to expenditures, for
repair and alteration of residential properties, the first priority should be to
place the present series on an operation basis as a regular and reliable source of
information.
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(f) ‘The proposed program designed to produce information on h_ousing m{irlget
activity seems to be a promising way of getting some of the socioeconomic in-
formation necessary to an understanding of housing matters.

Statistics on new housing

(a) A major and early effort should be made to develop a seasonal adjust-
ment factor appropriate to the new housing starts series. This important
economie indicator is used by many people who are not well acquainted either
with the housing industry or with the statistical underpinnings of the series.
As a result, entirely inappropriate conclusions may be drawn from the month-to-
month variations as indicated in the present data.

(b) The housing starts series should be improved by adding breakdowns which
distinguish between single-family home construction and apartment construc-
tion as between garden-type apartment construction and high-rise-type apartment
construction. This appears to be entirely feasible.

(c) A series reporting sales inventory ratios of new housing would be a valu-
able indicator in improving understanding of cyclical changes in housing con-
struction activity. :

(d) More and more users are turning away from the value put in place
series because of its continued inadequacies as a tool for their purposes. The
importance of this series as a measure of construction activity is recognized,
and even the most disappointed users would not wish to see it abandoned unless
it were replaced by something better.

(e) Materials use information is of great importance and value to non-
governmental users as well asto governmental users.

Financial information

(a) There is a major need to develop a consistent set of definitions and classifi-
cations for use in financial statistics relating to housing.

(b) Completeness should be a major goal in the improvement of financial
data. Data on mortgage debt outstanding, on mortgage transactions, on interest
rates, ete., should be descriptive of the universe in each case, not just some
part of it. The ultimate goal of completeness should be the development of
information on the gross fiow of funds into and out of the mortgage market.

(¢) Federal statistics producers should take a close look at what others are
doing in these areas. Cooperation with private groups and local area groups
should be thoroughly explored as a means of increasing available information
economically.

It is apparent that many of these needs will not be met in this decade. Three
adverse factors which will limit possible achievements for the balance of the
1960°s are: (1) the administration’s ‘“tight” budget program as applied to Federal
statistics, (2) the unfavorable congressional attitude toward housing statistics
in particular, and (3) the difficulties encountered in developing ways of measur-
ing some of the phenomena on which statistical information is sought.

It is time to take a new look at where we are and time to make a new
appraisal of user needs for information in order to focus attention on and
channel support to those informational needs which will be most urgently felt
over the next 5 or 6 years.

Since 1959, appropriations to the Bureau of the Census for current housing
and construction statistics have increased from $627,197 to $1,646,000. Much
of this increase can be laid at the door of higher costs, especially higher pay
costs. However, the increase in program costs have been well over three-quarters
of a million dollars and something over $3 million have been expanded on pro-
gram improvements in the years since the long-range program began.

Compared to other major statistical programs, the amounts spent on con-
struction and housing statistics are extremely modest. Because of the de-
centralized character and farflung nature of construction activity, statistical
programs which seek to get direct measures of current activity are bound to
be expensive. Moreover, because they are likely to be new and untried in tech-
nique they are likely to have more teething troubles than anyone is likely to
anticipate in advance. Taken together, this spells frustration for the statistics
producer who is trying to turn out a reasonably good product and frustration
for the statistics user who supports statistical improvements but feels vaguely
dissatisfied with the results he has seen so far.

As users we cannot afford to yield to this kind of frustration. We must,
however, face the reality that improvements in these statistics are extremely
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hard to achieve, that they are expensive, and that, under existing and fore-
seeable circumstances, it seems likely that the increments which might be expected
in appropriations are going to be rather limited. If, over the next § years, pro-
grams in the amount of $1 million or $1,250,000 (today’s prices) could be added
to those now existing what would be our choice?

These would be hard choices, for a program expansion of this magnitude
would not meet the priority needs for information as users have previously
described them. To make such choices does not preclude users from continuing
to urge recognition of the broader range of priority needs already identified, but
does involve a further pinpointing of the most urgent necessities for better
statistical information.

Generally, it might be expected that the Census Bureau will be making every
effort to bring those programs on which it is now working to a fully operational
level. Thus, we may reasonably look forward to completion of work on the value
put in place series, the release of a construction price index, at least for resi-
dential construction, and a revised survey of additions, alterations, repair and
rehabilitation of residential property. Census will probably seek to give first
call for additional funds to these programs.

FEDERAL CONSTRUCTION AND HOUSING STATISTICS COMMITTEE

Harrison W. Cole, manager, market analysis, Johns-Manville Corp.

Miles I. Colean, chairman-—consultant, Mortgage Bankers Association of
America.

Ralph L. Gillen, principal, McKinsey & Co., Inc.

Leon T. Kendall, economist, United States Savings & Loan League.

Albert G. Matamoros, general manager, economic and marketing research,
Armstrong Cork Co.

U. L. Plain, chairman, statistics committee, Insulation Board Institute.

Nathaniel H. Rogg, director, economics department, National Association of
Home Builders.

Marvin Friedman, economist, AF1—-CIO.

Co.
Roger A, Vonland, research assistant, International Brotherhood of Electrical
‘Workers.

Turrell Uleman, director, market research department, Pittsburgh Plate Glass




StateMENT oF E. T. Powsrs, DirecTor oF MARKET PrANNING, CHEM-
stranD Co., New Yorg,N.Y.

‘We have made great use of Federal statistics since the beginning of
our company and we may add that our experience with the statistical
output of the Government has been favorable.

Since the main objective of any statistical program is to provide
general economic tools, to most of the users it 1s fairly simple to find
some inadequacies in terms of one’s own specific use for these. '

Our main use of the Federal statistical program relates to the cur-
rent industrial reports that pertain to the textile industry. Overall,
the information supplied from these statistics usually cover 75 percent
of the universe. This means that the quantitative data reported has
to be adjusted for the missing values. The particular areas that need
improvement relate to the data that describe fiber consumption in the
woolen and worsted industry, and its specific type of fabric output.

The statistics produced by the various agencies relate only to a de-
gree (possible large) of the total production output of a particular
industry. The main point of this discussion deals with the census
definition of the textile industry (textile mill products). This defini-
tion implies that the industry deals only with the conversion of fiber
into yarn and fabric. It excludes the raw material producer (the
fiber supplier who can be either the cottongrower, the woolgrower, or
the synthetic fiber producer) as well as the various wholesale textile
distributors, such as converters and jobbers, and the garment manu-
facturers. The statistical information should be collected here so that
it will represent a complete coverage of the input-output relationship
within a specific industry. The objective is to enable anyone to trace,
with a fair degree of accuracy, the complete statistical inflow within
a given industry.

The problem of timing the reports always presents difficulties.
Some reports come out nearly 3 months after calendar date, thus dimin-
ishing to a degree their usefulness.

Innovation 1s a critical factor in the growth of our economy. Even
though there are serious problems in the measurement of innovative
effort it has to be tackled eventually. In the years ahead, it will be
necessary to attempt to quantify the degree of innovation in various
industries. Some measurements of innovative efforts are the number
of patents issued within a given industry and the research dollar ex-
panded by the same industry. Both these methods present some prob-
lems which cannot be discussed in my present letter, however, an
approach has to be made to measure such effort.

tatistical measurements of consumer purchases of the specific out-
put of a given industry has not been made readily available to the
industry. The Department of Labor originally has carried out such
surveys; however, the time coverage of the most recent survey is
already 5 years old. Also, the detail output of the data is not avail-

114



IMPROVED STATISTICS FOR ECONOMIC GROWTH 115

able with the exception of special reports at the industry’s expense,
and even under those circumstances they involve 1 to 2 years’ wait.
In our time, a 2-year lag in decision information seems unnecessary
and reduces the effectiveness of the information.

It is our opinion, Senator, that the Government-generated statistics
in this country are the best in the world. We feel, also, that the Joint
Economic Committee and its subcommittees have contributed a great
deal to this success. Therefore, we are pleased at your continuing
efforts to improve on what is already a good program.



StatemeENT oF W. H. Rasravrr, AsaeviiLe, N.C.

When scientists present a statistic, it is their custom to place after
the figure “plus or minus” so-and-so.

When a Federal statistic for the gross national product is given as
say $60 billion, should we assume that we should nfer it is “plus or
minus 10 percent”? Or what? And for unemployment; what? And
for the deficit; what? And for the administrative budget; what?
And for the “balance of payments”; what?
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SraremeNT oF Morris R. Roinsox, MANAGER, BUREAU oF BurtLpiNg
MargEeriNG ResEarcH, CHicaco, ILL.

Over the past decade a genuine interest in the betterment of con-
struction statistics has taken place. The result is that we have seen a
greater Government interest and improvement in the statistical pro-
grams of this vital industry.

However, even with the improvements which have taken place, it is
the feeling of myself, as well as other analysts in this field—consider-
ing the importance of this segment of our economy—that the Federal
statistical programs in the construction industry are very weak when
compared to other industries.

During 1965 the construction industry will grow to $90 billion, or
approximately 13 percent of our gross national product. Yet very
little is known about the industry or its segments. It is almost im-
possible to believe that the last census of construction was for the
year 1939—26 years ago! .

During the past 26 years the industry has changed many times—
in fact, today we have little or no accurate data as to the number of
builders, the number of structures, the value of their production, etc.,
to use in making major industry decisions.

Today, throughout the Nation and its economy, one fact stands
out—changes are occurring constantly. With all the changes that
have, that are, and that will take place, the construction industry
virtually has little or no benchmarks to use for planning purposes.

Much of today’s economic growth, and I’m sure more of the econo-
mic growth in the future, will depend on how well we can accurately
develop input-output series for major industries. Yet, apparently,
we are not 1n the position to do this for the construction industry, be-
cause of the lack of adequate statistical programs.

The accurate measurement of the industry and its impact is vital
to economic growth and planning. It is my strong conviction that
programs that can develop data on input-output industry structure,
and their relationship will do much to evaluate the impact of changes
in the construction industry and its relationship to the expansion, or
lack of expansion, in our gross national product.

Input statistics pertaining to materials, labor, equipment, and capi-
tal are important Government economic planning tools. Output sta-
tistics. pertaining to the kinds of structures and facilities which are
constructed and where such construction takes place, I believe would
do much to alleviate any overproduction, or underproduction of the
industry.

The gbove 1s only one of several major statistical gaps in the con-
struction industry—and, it is felt by many to be the most important
program need for future economic and industry planning.

17
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SraremeNT oF GEORGE S. Rocrr, CHIEF OF RESEARCH AND STATISTICS,
DEPARTMENT OF EMPLOYMENT, STATE OF CALIFORNIA, SACRAMENTO,
Cavrr.

We in California have been able to establish many series of data
from State sources which allow us to evaluate current economic de-
velopments. A number of important gaps remain, however. I would
expect that the same thing is true in other parts of the country, but I
believe our economic structure differs sufficiently from that of the other
large States to make us feel that some of these gaps are more critical.

It would be a very great help to anyone concerned with economic
problems on the west coast if the Federal statistical agencies could
expand their programs to provide State or major metropolitan area
series on (@) labor force, employment, and unemployment, with at least
occasional benchmark measures of the situation of youth and major
occupational groups; (b) consumer credit outstanding ; and (¢) capital
investment.

If data of this kind were available in series of the level of reliability
we are accustomed to find in existing Federal reports, our understand-
ing of the economy of both the Nation and its important geographical
segments would be enhanced tremendously.
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STareMENT oF Epwarp P. RUBIN, SELECTED AMERICAN SHARES, INC.,
Cuicaco, InL.

In the first place, I do agree that the wider and more accurate cover-
age of economic statistics has made it possible for all of us, whether in
Government, or out of Government in private industry, to reach more
satisfactory conclusions as to the underlying facts and trends. Any-
thing that can be done to promote greater coverage in valuable areas
and great accuracy or coverage will certainly be of material assistance
m the progress of the country.

Among the things which occur to me on first thought are the
following:

1. If it is possible to reach a definition of unemployment which will
be acceptable not only to the statistician, but also to management and
labor and “the man on the street,” I think this would be useful. Cer-
tainly an accurate employment and unemployment series are of vital
importance to national policymaking, and it is unfortunate that many
straight-thinking people are still materially dissatisfied with the defini-
tions now used and with the result in statistics being derived from
those definitions.

2. At the moment, we are once again dealing with the problem of
possible over accumulation of inventories, particularly in the steel in-
dustry. Anything that can be done to make the steel inventory figures
more reliable would probably be a material aid to forward planning,
not only in the steel and steel-consuming industries, but even at Fed-
eral planning levels and in general economic and financial forecasts.

3. From time to time, various organizations make statements with
respect to the percentage of manufacturing capacity being used in
current production. Ihave been unable tolocate any continuous source
of such estimate,' and in those cases where I have examined the esti-
mates, they vary in concept to a considerable degree. If such figures
were available, they could be quite an important guide to planning in
those industries which perhaps are approaching inadequate capacity
or the reverse. They certainly would be useful in estimating potential
price pressures.

4. An export price series, not only for our own country, but for other
industrialized nations, would be a desirable tool if it could be so de-
vised as to indicate actual competitive conditions in international
trade. Those export price figures which I have examined from time
to time seem to me not to be realistic in terms of what actually happens
in international trade. In other words, there seem to be periods in
which the export price figures would indicate the United States is
pricing itself out of the market,” and yet in the very year in which
this appears to be the case as well as 1n subsequent years when the
conditions seems to persist, nevertheless, U.S. exports and its merchan-

1The Federal Reserve Bank of Chicago never seems to have figures like those on p. 231
of the 1965 Economic Report of President Johnson.
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dise balance of trade continue to defy the laws of gravity and move
upward despite an adverse price situation. There have been times
in recent years when it seemed to me that the overall wholesale-price
indices of the various industrial companies, including our own, gave a
better guide as to what was really happening in prices in interna-
tional trade than did the so-called export prices which are available.



StateEMENT 0F Ricuarp N. Scuarivr, Proressor oF SrarisTics, STaTE
Ux~tversity oF NEw York, Burraro, N.Y.

The following sections are numbered 1 to 7 to cover general con-
cepts relevant to the Government’s role in collecting and disseminat-
ing business and economic data.

1. Computers—With the cost of computers falling to the range
where even small companies can benefit from their use, it would seem
appropriate that all future decisionmaking relevant, to economic data
be formulated with reference to computer systems. Within 10 years
it is likely that almost all significant companies and other organiza-
tions will either have computers within their organization or will use
service bureaus for processing their data.

2. Rigid flexibility.—If we assume that data-reporting systems will
involve company and organization records on electronic-computer
mecdlia, then we must anticipate the rigidness of this flexible machine.
By this T mean that, before the programs are written and before the
data forms are prepared, an organization has almost complete flexi-
bility in designing the forms and in collecting and recording the de-
sired data. However, as soon as the forms are standardized and
fixed in format, then any addition or alteration becomes a lengthy,
costly, and an involved problem. For this reason, one of the objec-
tives of your present study should be to establish the objectives of the
data to be collected. After that, all organizations should be informed
sufficiently in advance so that they can design and redesign their data
collecting systems. They will then be in a position to provide the
mnformation without the staggering cost that could result from un-
anticipated and unplanned requests for information. It is my feel-
ing that an organization will not be reluctant to provide data, pro-
vided it is given ample time to anticipate the request and thus to build
a satisfactory “information reservoir” from which the data can later
be retrieved upon request. At present, whenever an organization is
asked to furnish data which it had not planned for properly, it is
almost impossible for it to do so even though the person making the
request might think the information is readily available. The hard
fact is that information retrieved from manual or mechanical record
systems is extremely difficult and costly, and in most cases the data are
neither accurate nor reliable.

3. Zip codes.—For the benefit of businessmen, it would seem to me
that data classified by zip code would be an extremely valuable addi-
tion to the present data available to him. As the use of zip codes
spreads, it is becoming more and more evident that the files of almost
all organizations will contain zip codes as a fundamental classifi-
cation. Consequently, if businessmen could obtain overall business
and economic information classified by zip code, they would be in an
excellent position to use published data more effectively and more
wisely in making decisions regarding business operations. In the
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past I have used postal zones and census tracts for collecting and
analyzing data but I have found census tracts very inconvenient be-
cause companies simply do not collect or classify their own data in
this manner. However, the advent of zip codes has made them a
part of many files and, thus, zip codes are automatically available for
classification and analysis purposes. If the Government were to pro-
vide data by zip code, these data probably would be used far more
effectively and extensively than the data now provided by census tracts
and blocks.

4. Cost versus value—Data collected and sent to the Government
represents a cost. If the data are collected autnmatically as a normal
operation from a computer run, then the cost is minimum. However,
if the information has to be obtained specially, then the cost can reach
unnecessary heights. The purpose of data is that their collection,
classification, publication, and general use by organizations should
provide them with greater value then the cost. It is a problem of
marginal value, however, at one extreme, if no data were collected
and published, business and other organizations would be in an un-
happy position of having no information on which to base decisions.
At the other extreme, if too much data are collected, then the mere
cost of collecting and publishing them would exceed the value that
could be obtained from their use. Between these two extremes is a
point at which the marginal cost and the marginal value balance each
other. Since there is no present way of measuring either the marginal
value or the marginal cost, a kind of intuitive rule is used in which
the Government tries to obtain and publish the maximum amount of
information at the lowest cost. It would now seem appropriate for
a study to be made to determine some measure of efficiency to mini-
mize cost and to maximize value.

5. Oontinuous information.—One possible way to reduce some of the
cost and yet to improve the value of data is to utilize the present large
computer storage capacity available for data storage. The Govern-
ment could build a national information reservoir into which all of
the basic data are stored in such a form that they are continually
being updated as information is obtained from organizations. Rather
than analyzing the data and preparing many kinds of ratios, the
Government could provide a request service. An information dic-
tionary could be furnished so that organizations would know the kinds
of data the reservoir contained. Then they could request data reports
with specific combinations of the basic data. These public data conld -
be combined with the organization’s private data in a manner appro-
priate to the kind of problem to be solved. As a consequence, organiza-
tions would not have to wait for special publication dates but could
obtain information currently and continually.

6. An “administrative spuinik”?—For the past few years Russia
has been establishing a national control and communications computer
network. Overall, 1t is setting up some 150 local computer centers.
Primarily the function of these centers will be to collect local data
which will then be condensed and transmitted to a large central com-
puter center which will use the local data to prepare national data.
Definitive details are not available, but it is clear that their purpose is
to provide a continuous flow of statistical data to a central head-
quarters. The data are to be of such a nature that they can be used
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for overall decisionmaking, planning, and control purposes. Ameri-
cans concerned with this problem certainly must anticipate a similar
action in this country, even though the specific methodology in accom-
plishing the purposes will necessarily have to be different from Rus-
sia’s. Therefore, any future planning should envision some kind of
automatic data generating, collecting, and disseminating mechanism. I
realize that such an overall plan is going to be very difficult to promote
and bring to fruition because of the democratic way in which we wish
to do things. However, unless we take definitive steps in this direction
we shall one day be started to read the headlines of Russia’s “adminis-
trative sputnik” made possible by a computer network system.

7. Swmmary.—QOverall the Government should establish objectives
and policies so that definitive kinds of business and economic data can
be planned by all organizations that must furnish the data. In the
data-planning stages these organizations have complete flexibility
in designing data ﬁ)rms and in preparing computer programs. How-
ever, once established, the data collecting and reporting system becomes
very rigid, and a change, however simple it may seem, can become a
very ci)stly operation. Thus, objectives and forward planning are
critical.

Any future planning certainly should be based on the concept of the
computer because the cost of computers is now low enough that even
small companies can use them. ?

A study should be undertaken in a respective sample of organizations
to determine the cost of data collection and reporting compared with
the value of receiving published data from the Government.

A Federal information reservoir containing basic public data should
be used to provide organizations with data on request and in the form
appropriate for the organization’s purposes.

A network of business and economic information computer centers
should be established for collecting data at the local level and for
sending appropriate information and data to a central Federal head-
quarters. The same network could be used in disseminating informa-
tion to the proper people at the proper time at their request and in a
form suitable for their purposes.



StateMeENT oF THoMAas D. Scricerns, DIrRecTor oF CoRPORATE DEVEL-
oPMENT, MarTIx Marterra Core., NEw York, N.Y.

Our comments are qualified to the extent that they reflect our aware-
ness of utilization of Federal statistics primarily by functional staff
members here at our corporate offices. Due to the diversity and geo-
graphical dispersion of our business, we are not fully cognizant of the
extent to which our various organizations utilize the data availbale to
them through the Federal statistics program.

Here in New York, we are currently receiving certain selective Fed-
eral publications in the fields of labor and business statistics. These
publications contain data which provide a significant contribution to
various analyses incident to the development of current, midterm, and
long range planning.

We are appreciative of the tremendous task involved in gathering,
correlating, and publishing the various statistical data and the in-
herent problems of timely availability of such information. It is felt
that the sources of data we have used are excellent in keeping us ap-
prised of the availability of data in these areas.

We anticipate expanding our use of Federal statistics and in this
regard, an updating of John L. Andriot’s “Guide to U.S. Government
Statistics, 19617 would be helpful.
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SrareMenTt oF M. E. Siraxk. Maxacer. INDUSTRIAL MARKET
Prax~ixg, Tie Goobyear Tire & Russer Co., Axrox, Om1o

This is in reply to your letter of March 2, requesting our views on
“present economic statistics and future needs.” Here are our views on
some of the issues raised, and areas where we believe improvements
might be effective.

A. Timeliness of the availability of Federal statistics is always
a critical issue. For example, we are just now receiving the pre-
liminary reports from the 1963 census. We're sure that this
problem has ben raised before, but because it is so important, it
bears repeating.

B. Greater compatibility of coding systems and procedures
would be helpful. I'm told, for example, that the old-age and
survivor group uses one geographical coding system; Census uses
a different one. This makes it difficult to use data from these two
sources in our computer programs.

I’'m also told that some private firms have developed common
compatible techniques. Reuben H. Donnelley, Service Bureau
Corp., and Sales Management are cited as examples.

C. More details in Census reports would be helpful. Here we
recognize the part that reporting firms play in making it possible
for Census to give more details. For example, under SIC code
3011333 on the 1963 census, solid tires are grouped into an “In-
dustrial and highway” description. In the 1958 and 1954 cen-
suses, this was divided into “Pressed-on” and “Molded-on” solids.
These later groupings are more useful to us, particularly since
bogie, idler, and support rollers (SIC 3011335) are not really
tires but have been combined with tires on 1963 report.

This is a brief commentary on where we believe improvements in
the statistical programs might be made. In addition, consideration
might besgiven to a more centralized statistical reference bureau. For
example, we may draw from Census data, Bureau of Mines, Agricul-
ture, HEW, etc., in the course of a few weeks’ time. The question
could still be asked, how many other agencies may have had useful
data about which we have no knowledge? Certainly it is our respon-
sibility to seek out all these sources, but the seeking many times is
very tedious and difficult to accomplish. When these various data
are found, they may not then be compatible. One source may use
constant dollars, another changing dollars.
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STATEMENT OF DEVER SHOLES, DIRECTOR, RESEARCH AND STATISTICS
DivistoN, CaI10A60 ASSOCIATION OF ‘COMMERCE AND INDUSTRY, CHI-
caco, ILL.

Some of the particular areas in which additions or changes in statis-
tical reporting would be helpful are the following:

1. In data on exports and imports, this organization retabulates and
publishes, six times a year, data on waterborne traffic for all Great
Lakes ports. This is a cooperative effort for all major Great Lakes
ports. This tabulation takes Census Bureau data and puts it in a
usable form for the analysis of these statistics. What is really
needed, in this particular field, is data for States and metropolitan
areas on the origin and destination of all exports and imports, by
commodity, so that these commodities can be traced to internal points
within the United States instead of being recorded at points of lading
or unlading on the sea coast. At the present time, there is no way of
securing the total export and import movement from and to the
interior U.S. points. This could be remedied to a large extent by in-
cluding origin or destination on the export or import declarations.

2. The statistics on income from the Internal Revenue Service have
been improved immensely within the last few years. One further

improvement that could be made would be to make the material more

currently available. The data now being produced is approximately
3 to 4 years old. Another service which I believe the Internal Reve-
nue Service could provide would be a current listing of withholding
tax payments as a measure of income, by county on either a current
annual basis or on a monthly basis, for large counties or metropolitan
areas. Withholding taxes thus reported would reflect the current
income figures for each of the metropolitan areas much more accurately
and timely than at present.

3. The Internal Revenue Service regularly publishes statistics for
business partnerships by major industry in each State. Of immense
value to gtates and lesser areas would be a similar report of statistics
of sole proprietorships by industry in each State. Such information
would enable the States to determine the relative importance of their
proprietorships, partnerships, and corporations to the wages and sal-
aries paid by private business in the State. For obvious reasons, the
Internal Revenue Service is reluctant to attempt to identify statis-
tics of corporate enterprise within each State. However, if the infor-
mation for proprietorships and partnerships were made available,
local State departments of labor and other organizations can sub-
tract the wages and salaries of the proprietorships and partnerships
from total wages and salaries, which they can estimate. The residual
wages and salaries pertain to business corporations. Naturally, such
information would have tremendous importance to the taxing struc-
ture of the State. 1In order to legislate a State corporate income tax,
for example, the State government would like to be able to estimate
the volume of business they are talking about. In like fashion, they
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try to estimate the importance of payroll taxes to each of these divi-
sions of private enterprise.

4. The Census Bureau has tremendous problems with which we
are acquainted, and they publish the most informative statistical analy-
sis of the U.S. economy of any country in the world. However, their
timing leaves something to be desired. The economic censuses seem
to become worse rather than better in meeting schedules during the
past few years. They set up their own deadlines, unerringly too am-
bitious, and then proceed to miss these deadlines by a wide margin.
Publications whicflx) are supposed to be available from November 1964
to January 1965 have not appeared. This is a source of constant irrita-
tion for people who are waiting for these figures and it seems that they
could correct this deficiency by better scheduling.

5. The association feels strongly that the Department of Commerce
should publish its annual person-income series for each of the major
metropolitan areas in the United States. These statistics normally
appear for each of the States and regions of the United States in
the August issue of the Survey of Current Business. Because of
the size and complexity of metropolitan areas, it is difficult to deter-
mine the precise extent of their personal income. The Department of
Commerce has already indicated, in correspondence to the association,
that it has intended to publish personal income for areas. So far
nothing has been forthcoming.

6. A further area of improvement which would appear to be more
easily remedied is the inclusion of the number of apartment buildings
in the areas covered in the Census of Housing. Currently, the census
only reports the number of units which are in apartment buildings, but
no where can one find the number of apartment buildings in the State,
country, municipality, or metropolitan areas.

7. Job opening data are just now starting to be collected on a compre-
hensive basis. These data are difficult to obtain, and we believe it will
be possible to couple these data with data for recent new hires for a
better picture of the current opportunities in the labor market.
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STaTEMENT OF PauL B. S1apsox, Proressor oF Ecoxonics, UNIVERSITY
or OreGoN, Kucexe, Orre.

A great improvement in many types of economic statistics is needed.
Amonv needed expansions, I believe the following are most urgent:

1. State totals for construction statistics and payrolls in manufac-
turing industries. These are available locally generally, and a Fed-
eral system for standardizing and distributing them is what is needed
most.

‘) Wage and salary rates by types of jobs.

More detail and more prompt collections of expenditure data of

St‘lte and local governments.
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StaTeEMENT oF HERBERT STEIN, DIRECTOR OF REsEarCH, COMMITTEE
ror Ecoxomic DeveroryeNT, WasHineron, D.C.

I am not able to make any systematic reply to your query about
needed statistics. However, the speech by Dr. A. C. Neal may be of
interest in your current review.

SPEECH OF ALFRED C. NEAL, PRESIDENT OF COMMITTEE FOR EcOoNOMIC DEVELOP-
MENT, BEFORE THE FEDERAL STATISTICS USERS’ CONFERENCE, OCTOBER 2, 1964

I think it can be fairly said that this country is and has been much more aware
of the need for comprehensive economic statistics than most other countries of
the world. It has led in developing information about how economic systems
operate. But every now and then we need to remind ourselves how late in the
game it was that we developed some of the much-needed measures of perform-
ance. We went through the great depression of the thirties without knowing
even roughly how many people were out of work. It was not until World War IT
that we developed an adequate comprehensive dollar measure of the level of
current activity. It was only 6 short years ago that quarterly data on the move-
ment of total real output was given official sanction, so that we could see what
part of the change of GNP was due to a change in output and what part to a
change in prices.

Our official producers of statistics obviously work under certain constraints—
perhaps the principal one of which is budgetary limitations. But it should be
noted that Congress has been increasingly aware of the need for more and better
economic information; the budget for current programs has just about doubled
in the past 5 years, to a sum of $94 million in the 1965 budget.

The relatively small sum spent on this function of Federal Government is,
in my opinion, one of our wisest of investments, one on which the returns far
exceed the costs. Postwar statistical backstopping of economic developments
has been a significant factor in ameliorating business cycle swings because it
has provided both business and Government policymakers with guides to correct
policies—from inventory control to the present tax cut.

The effort of the Federal Government in this area must be a cooperative
one involving State and local units of government and business and other pri-
vate institutions. I think that our superior economic information program has
stemmed as much from suggestions coming from below as from above. You
need look only at the weakness in data collection in a few less-developed coun-
tries to find out why a statistical program run from the top down is hardly
worth the effort. In practical terms, cooperation means mutual education. It
also means that the interests of all concerned, not just those of statisticians, must
be served by a statistical program.

'We in CED are primarily interested in the study of broad issues of national
policy with a view to arriving at and publishing statements on the issues which
will be informative and influential in shaping policymakers’ decisions. In the
course of developing these statements, we need reliable, comprehensive, and de-
tailed measures of economic performance. I am going to mention some of the
projects on which we have recently been or are currently at work and then single
out a few of our needs for information. By doing this, I think you will see
what a blessing it is to have the existing arsenal of Federal information and
also some of the trouble we have had because of the gaps in our present Federal
statistical program.

1. High employmeni.—From its inception CED has had a continuing over-
riding interest in the study of policies aimed at achievement of high employ-
ment under conditions of stable prices and an adequate rate of growth. Ob-
viously, the Federal statistical program provides us invaluable information on
this subject. We have used not only the overall figures on output, employment,
prices, and productivity, but also a wide range of detail which permits pin-
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pointing of trouble spots such as depressed areas, special price pressure areas,
and area of accelerating or decelerating productivity advance.

But with all the increased quantity and quality of Federal statistical infor-
mation we cannot feel confident about many of the “facts” on which to make
adequate policy decisions. Just to cite a few examples: How high is high em-
ployment under conditions of continuing price stability? You are all familiar
with the controversy over the causes of the excessively high unemployment rates
of the last several years, with some economists lining up on the structural side
and others stressing demand deficiency. Events may soon tell us who is right.
We would do well in the future to know more than we have known about the
nature and causes of unemployment that persists even in good times and the
extent of any developing tendency for such unemployment to change.

In this context, I want to stress the great need for more and better informa-
tion on job vacancies. Time and again the argument has been made that, while
unemployment remained high, jobs went begging. Undoubtedly there are job
vacancies, and lots of them. Where are they? In what occupations and indus-
tries? How many? I am happy to hear that research is now being carried out
by the Labor Department testing the feasibility of collecting such information
and that the National Industrial Conference Board is engaged in some pilot
studies.

Even when job vacancy information is available, we will not have very good
answers unless we also have better profiles of our unemployed and under-
employed and some system for better matching of jobseekers and jobs. In this
connection I feel strongly that we need a truly national system of employment
exchanges. Such a system can include both USES and private employment
agencies. However, it would seem to me that at a minimum, the USES has the
potential of being a national information agency on openings and those seeking
jobs.

I mentioned that CED’s interest (and the Nation’s interest) is in high employ-
ment with price stability. You are familiar with the arguments about whether
we have been having price inflation even in a period of slow growth. Those who
point to inflation note the continuing rise in the cost of living index. Those
who argue on the stability side point to the failure of the index to cateh quality
changes in a satisfactory fashion and that perhaps as much as 1 or 134 percent
rise in the index in a year might simply reflect improved quality rather than
price inflation. No doubt this group is familiar with the NBER report on this
subject. All I want to say is that this is one of the most pressing areas where
improvement is needed for an adequate assessment of inflationary pressures
and structural changes taking place in the economy. Apart from the study of
the treatment of quality changes, I would urge support for the report’s recom-
mendation to establish a more comprehensive consumer price index. |
In the area of wholesale prices, I am inclined to place at the top of the prior-

|

ities an attempt to obtain data on actual prices paid by the buyer, not the price
supplied by sellers as is currently done. We all know that sellers’ price data
tend to be sticky, not taking into accounts discounts, special services, bonuses,
allowances, credit, and a host of other flexible terms.

Also, we need more adequate foreign trade prices. Changes in these prices
affect the volume, composition, and direction of trade, and hence are not only
important to the traders involved, but are critical for an understanding of
changes in our balance-of-payments position. In this field we should like to see
indexes for industrial groupings by SITC categories and possibly for major
geographic areas important in U.S. trade.

‘We would also heartily support the development of more adequate price indexes
in the construction field. Price work in this area has been almost as neglected
as in the foreign trade area, yet total construction activity constitutes one-
eighth of total GNP. I recognize this is a particularly difficult area to get
adequate price statistics because of changing product and “quality’” mixes, even
within relatively homogeneous subclasses.

Finally, I want to record the support of our research workers for more and
better price deflators for use in establishing trends in real output. These de-
flators are in large part (but not wholly) based on data supplied from price
collecting agencies. To the extent that these agencies are able to provide im-
proved price statistics, the deflators will benefit, such as, for example, from the
development of a more comprehensive consumer price index, better construction
prices, and improved prices of foreign trade. However, there are a number of
important areas—particularly in the services and Government sectors—where
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the price data available are either unavailable, too scanty, or poorly representa-
tive of the true price movements, and here we believe there should be a con-
certed effort to gain additional information.

Still in the “aggregate” area (and as indicated in our high employment, price
stability, and growth field), let me mention our debt to the Federal statistics
program for our understanding of growth. I doubt that there is anyone in this
room unfamiliar with the contribution made by Ed Denison, our former co-
worker, to an understanding of the growth process in the American economy.
His work is now a standard text in the field, and any wild-eyed suggestions that
we can raise our long-term growth rate to 4, 5, or 6 percent must pass the tests he
has laid down. He would be the first to stress that, but for the advances made
in the Federal statistical programs in the postwar period, such basic ecautionary
prescriptions would have been impossible.

‘We need to know much more than we now do about productivity changes and
their causes. I have a personal view in this respect which 1 hope you would
pardon my presenting. I am quite disturbed that such a major sector of total
activity as that of the Government is measured in terms of constant productivity.
We are carrying on a series of studies aimed at improving management in
Government, and we know that management has been improved in many ways.
We had better find some ways to measure changes in the productivity of Govern-
ment activity. And I include in that category education, an area where we are
on the threshold of enormous productivity improvement.

2. Structural adjustments.—CED has long recognized that, while an adequate
aggregative policy for high employment should have top priority in a free
enterprise market economy, structural changes are constantly occurring that
may vitiate part of an aggregative policy. The Federal statistical program can
be shown to have made many important advances in recent years in measuring
structural change. Measures of industrial, occupational, and geographic changes
in employment and unemployment are vastly improved over what they were, say,
a decade ago. Yet much remains to be done. Let me cite a few of these in the
context of some of our other policy statement work.

We are now in the final stages of a statement on economic adaptation to
change. This statement is confined essentially to policies aimed at improving
the adaptability of the labor force so that people all along the line can improve
their productivity and find work in jobs making the fullest use of their potential.
The focal point of our most recent work in this area was to find the ways and
means to improve the productivity and employability of the low-income worker.
One does not have to work long in this area before realizing that the basic
need is for more and better education and training, especially in those segments
of the population who either have suffered from past neglect or who are
potentially liable to suffer a similar fate now or in the future.

Our research in this area has been hampered by lack of adequate statistical
knowledge.

For example, a great deal of research effort is now concentrated on the rela-
tionship of education to income and productivity. Current research efforts in
this area are greatly hampered by the past lack of attention. Much of the
detail needed is dependent on decennial census material and even this is marred
by incomparabilities and even total lack of past data.

‘We would hope and expect that even when time series are lacking, the fullest
use could be made of cross-sectional data, say from the 1960 census. With the
machine tabulation facilities now available, it would seem to us that there may
be a mine of information made available from tabulations using cross classifica-
tion of income-education-sex-age characteristics with other variables such as
place, industry, and occupation of work.

We would also hope and expect that the planners of future censuses have
uppermost in mind the prime importance of more and better knowledge on this
vitally important subject of education and income relationships.

‘While we have much still to learn about returns from past and current invest-
ment in formal education, we know even less about the more informal kinds of
ways of adding to the training base, particularly in on-the-job training. Several
surveys have recently been made in connection with the newer Federal manpower
programs but as yet we are merely starting to derive information which will
place this important process in the overall perspective of a rounded national
educational effort.

When one starts advocating programs aimed at improving the adaptability of
our people, one is immediately faced with the question, adapting to what? We
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must make sure—as we too often have not made sure in the past—that programs
are not obsolete or obsolescent from the beginning. (For many years we have
been on the one hand training people to be farmers while it has been almost self-
evident that we should have been training farmers to take jobs where their
abilities could be used to better advantage.)

This means that we should try to improve on our ability to predict occupational
trends. We are all aware of the many pitfalls in an area such as this and of our
past failures. I am not convinced that we should be trying to gage occupational
demands 10 or 20 years from now. If this is so, it is all the more important to
review our educational programs with this in mind; in other words, see that we
provide a training background such that when we find our efforts leading in the
wrong direction, our people will be adaptive enough to be retrainable.

I think that most reasonable persons will readily grant that education has a
tremendous payoff, and that some additional resources devoted to the education
process will be a wise investment. But how much is “some”? And what lines
have the highest payoff? Here we have a wide field of cost-benefit analysis for
which additional information is sorely needed, and to which researchers have
just begun to turn their attention. There is a fairly substantial body of statistics
on school costs available, but it is my belief that we have yet to approach it in
systematic fashion (as, say, we did when we began to establish the national
income accounts). Moreover, on the benefit side much of theorizing has been of
the “surmise” variety. We must now make a serious effort at quantification and
here again the Federal Government could provide leadership and financial heip.
I might add that studies which would provide guidance to less-developed coun-
tries, which have so little to spend on education, are sorely needed. General
studies showing that more education pays off are hardly enough.

Another type of CED work on structural adjustment has concentrated on prob-
lems of distressed areas and of urban areas. Here, too, good policy is hampered
by data gaps. For designating areas eligible for assistance under the Area Re-
development Act, one of the criteria is low income. But the Area Redevelopment
Administration has to rely on income figures from the population census of 1960
to designate such areas. Economic conditions have changed so much since 1960
that some of the counties eligible for assistance under this criterion undoubtedly
should not now be. Other areas, however, may have suffered sufficient economic
setbacks so that they should be eligible for assistance. More frequent data on
income for counties, therefore, would certainly be helpful in carrying out the area
revelopment program. It would also assist many business firms in selecting lo-
cations for facilities and in their marketing programs.

Development of urban policies dealing with housing, urban renewal and re-
development, education, land use, and transportation requires knowledge on a
block-by-block basis about population, various types of land uses, and transporta-
tion patterns. Greater intensity of metropolitan land use, more transportation
planning, and the availability of the computer have combined to create new de-
mands for data on small areas. .Private and public policy decisions over the next
decade will involve the investment of hundreds of billions of dollars in residential,
commercial, and industrial developments and in such community facilities as
schools, parks, and highways. Policymakers increasingly require small area data
that is timely, accurate, and understandable.

In metropolitan land use and transportation planning, for example, decision-
makers need accurate data and a reliable method of relating this data to each
part of the metropolitan area in a meaningful way. Certainly one of the better
tools is the map. Computer technology has now produced an electronic data
plotter. This machine works from tapes or punchcards and can plot any kind of
information on a map provided it is accompanied by a geographic coordinate
something like longitude and latitude. If all census data were coded geographi-
cally, put on tape and accompanied by standard programs for extracting or
combining a variety of information, the present census data could be made vastly
more useful to all metropolitan policymakers than the volumes of tracts that are
presently issued.

3. International studies—The United States collects a vast amount of sta-
tistical information pertaining to exports and imports, foreign investment, and
other balance-of-payments transactions. This, like other major statistical pro-
grams, provides invaluable knowledge of the changing structural relationship
among the nations of the world. But again our statistical base is far from satis-

‘factory. For example, CED had to develop the first comprehensive compari-
gon of U.S. and EEC tariff rates and trade volumes, with results that sur-
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prised all of us. This study involved the reclassification of U.S. trade and
tariff according to the Brussels system of classification used by the EEC and
most other countries. This work needs to be kept up to date and expanded.
In addition, we need greater comparability of our trade statistics with those of
our own domestic production so that more meaningful comparison can be estab-
lished on the relative importance of foreign trade for different parts of the
economy.

There is much room for improvement in statistics on foreign transactions.
Until the “errors and omission” figure in the balance-of-payments table becomes
a lot smaller, we had better keep working to improve the data.

As a longtime collector and user of data, I cannot conclude without making
three general suggestions for improving the usefulness of Federal statistics:

First, the role of the Bureau of the Budget as stimulator, evaluator, coordi-
nator, watchdog, and arbitrator in this field is a vital one. Its function is to
provide that minimum of central management required for a decentralized
statistical program. It should have adequate funds and the highest quality
of leadership at its disposal to carry out this function. It should not limit its
interest merely to Federal Government programs, and it should rigorously
review existing programs to detect obsolescence, as well as stimulate needed
new ones.

Second, small research organizations such as ours (and all are small compared
with the Federal Government’s) are constantly called upon for information
beyond their knowledge or competence, both for their own work and on behalf
of their constituents. There is urgent need for a central agency within the
Federal Government to which individual researchers and small research organiza-
tions can turn for a sophisticated rundown of available or potentially available
research material and for arranging contacts with research people most knowl-
edgeable on the subject of interest.

Finally, and directly related to the last suggestion, service to statistics users
can be enormously improved by linking together the vast data collections of the
Government with electronic data storage and retrieval systems. To plan the
1970 census without building in an electronic data processing system which would
provide data on a fee basis to data users would be a great mistake. Only some
such system can provide the special cross classification and breakdowns required
in dealing with area and structural problems to which I have referred earlier.
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StaremeNT OF FRED Q. T00F, AGRICULTURAL PUBLISHERS A SSOCIATION,
Curcaco, ILL.

In reference generally to presently available Federal statistics it has
occurred to us, as it has to many others who also rely heavily on Fed-
eral statistics for information or guidance, that there is a serious need
for a single compendium, catalog, directory, or encyclopedia of statis-
tical material now available from among all governmental agencies.
Many of us have had the experience of accidentally turning up the
existence of valuable material, sometimes long after the urgent need
for it has passed. The proliferation of Federal statistics is of itself
the requirement for an orderly record of them.

Such a compendium might well serve to reveal overlapping mate-
rial, the lack of need for new studies, the need to fill gaps in informa-
tion by new studies, and in other ways assist in an authoritative ap-
praisal of our present resources in available published and unpublished
Federal statistics. Such an inventory should be invaluable as a guide
inside of Government as well as to all of us outside.

We are serious enough about this to submit that someone such as
the Federal Statistics %sers Conference might be given a Federal
grant of $75,000 or $100,000 to do the research and development on
this subject.

As to agriculture specifically, may we quote from a recent paper b

Mr. Kermit Gordon, Director of the Bureau of the Budget, in Whic?::
he said in part:
This is an area in which our current programs and attitudes are, at least in part,
based upon conditions which no longer exist. In the interest of both the farmer
and the Nation at large, we need to reexamine the hidden premises of our current
polif(iles and shape them anew, in closer correspondence to the facts of today’s
world.

It does seem clear that in this fast-changing segment of the economy
reexamination of its many facets needs deeper probes at more frequent
intervals. Inputs are one of the weakest areas of our knowledge:
What, how much, and by whom among farmers and ranchers? Income
is an extremely cloudy area. Even Director Gordon quoted some in-
come figures which are, shall we say, subject to closer analysis in rela-
tion to available data.

If the national policy is to encourage the family farm, we need
wider, deeper, more frequent probes to support this policy or even
to change it, should this be indicated.

As we understand it, there is presently under somewhat favorable
consideration an annual sample survey of agriculture. This, as now
conceived and to be added to later, offers an opportunity for much
accelerated gathering of needed information. We should like very
much to give our support to this plan.

While, as farm paper publishers we are quite interested, as you
know, in conveying aspects of our market to advertisers, our deeper
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interest in Federal agricultural statistics is far more basic : For whom,
for what kind of farmer or rancher shall we be editing our service
papers 5§ or 10 years from now? This is such a fundamental
question that it involves governmental functions, manufacturing, and
service company decisions throughout the Nation, as well as the farm
publication industry.



STATEMENT OF LORETTA M. WALSH, INDUSTRIAL MARKETING RESEARCH,
KmvBERLY-CLARK dORP., NeENaH, Wis.

As both a user of Federal statistics and a supplier of data to the
Government, we are vitally interested in Federal statistical programs
from both viewpoints—the need for statistics and the burden of re-
porting.

As y%u may know, Kimberly-Clark is a member of the Federal Sta-
tistics Users Conference, and has been since the organization was
founded in 1956. We feel that FSUC is an effective vehicle for com-
munication among users and with producers of Federal statistics in
working for an orderly and coordmated development of statistical
programs.

Government agencies are also engaged in an effort to improve the
usefulness of their services through inquiries to the business commu-
nity concerning uses of the agency’s statistics and reports. These
efforts should also result in more effective statistical programs.

Rather than going into detail with respect to any particular series
of data or Government program, I would like to indicate some of the
general problem areas we encounter in using Federal statistics. Most
of the problems are of long standing, but are becoming more complex
with the growing diversity and conglomerate nature of business
operations.

One problem is in the industrial classification of establishments and
companies with diversified operations, and the apparent difference in a
classification assigned to a company by various Government agencies.
Statistics for “an industry” as compiled by different agencies, such as
FTC, SEC, ICC, Departments of the Treasury, Commerce, and Labor
or other agencies frequently are not comparable.

A similar type problem exists in the lack of coordinated classifica-
tion and coding of products and commodities for the different census
- programs and among the various Government agencies.

Differences in definitions of items to be reported, and variations
among reports, complicates both the reporting job and the interpre-
tation of composite data. Efforts toward standardization of defini-
tions, classifications, and coding among Federal agencies would tend
to simplify the reporting task and provide for consistent composite
information.

As more scientific methods are being used in business operations and
planning, the needs for statistics are growing, but we recognize the
problem of obtaining more data without adding to the reporting bur-
den. More effective use of data already being collected by the Gov-
ornment, through coordinated efforts of agencies, may help to provide
some of the needed statistics, as well as to free business from duplicate
reporting of some information.
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As a part of the total program of statistics collection, the increas-
ing use of electronic computers would seem to offer new opportunities
to simplify the task of reporting in the future. A machine-reporting
program is presently being worked on by some companies in reporting
to trade associations.



StatEMENT OF Rarpu J. Warkins, VicE PrESIDENT, SuUrvEys &
ResearcHa Corp., WasuineroN, D.C.

In your letter of March 2 you invited my participation in the sub-
committee’s review of the country’s statistical requirements in the light
of the needs of our growing economy. The pressure of a very heavy
schedule has delayed my response, apart from my acknowledgment of
March 4, 1965.

At the outset I should like to express my appreciation of the leader-
ship role which the Joint Economic Committee and its Subcommittee
on Economic Statistics have played in the development and nuturing
of our system of economic intelligence. I have been a close observer
of that role over the past 15 years or so, and I can attest to its con-
structive influence.

I refer particularly to the opportunities for observation through my
chairmanship of the Intensive Review Committee, 195354, appointed
by the then Secretary of Commerce for an independent appraisal of
census programs; my presidency of the American Statistical Associa-
tion in 1955; my experience as one of the organizers of the Federal
Statistics Users Conference and as its first chairman; and my service
on advisory committees to the Bureau of the Budget, the Bureau of the
Census, and the National Science Foundation. These assignments
took place during my 18 years of service as director of research for
Dun & Bradstreet, Inc., in New York, my 5 years as director of eco-
nomic studies for the Brookings Institution, and my present posi-
tion—in all of which connections I have been privileged to appear
before the Joint Economic Committee or its Subcommittee on Kco-
nomic Statistics.

It has been my observation that the approach to the question of
statistical requirements of the Joint Economic Committee and its
Subcommittee on Economic Statistics has been precisely the same
as that of the organizations with which I have 'Eeen associated. I
would describe that approach in these words:

1. The successful functioning of the American economy is depend-
ent on good management, both gublic and private; and good manage-
ment must rest on accurate and prompt information on the state of
the economy.

2. Economic statistics can never serve as a substitute for policy, but
they do serve as indispensable guides to policy, public and private.

3. As our economy grows and becomes more complex, our statistical
requirements inevita,b%rr increase and just as inevitably change in their
composition. New statistical measures must be developed; old meas-
ures must be refined or altered to meet new needs or dropped as no
longer needed ; and new concepts must be formulated to provide meas-
ures of new phenomena or new interpretations of the old.

4. Statistical programs, public and private, are necessarily costly
in time and money—both scarce resources—and in consequence it 1s
imperative that they be conducted efficiently, at the lowest cost con-
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sistent with a prudent and critical evaluation of our informational
needs.

It is evident that there is no room in these criteria for statistics
merely for statistics’ sake; no room for duplication of effort; no room
for inefficient conduct of statistical programs; and no room for the
imposition of burdensome demands on respondents beyond the neces-
sities of a civilized society. )

In short, our interest is in purposive statistics, statistics that are
essential to the good management of our economy and our society.

To anyone with even a slight familiarity with our system of eco-
nomic intelligence, it is apparent that this system is and must be
manned by highly competent practitioners, in private organizations no
less than in public agencies; and that the science of statistical meth-
odology and measurement and the art involved in its application have
made great advances. Both the practitioners of increasing skill and
the advancing science and art are concomitants of our dynamic society
and advancing civilization.

Why do I enumerate these fundamental criteria and these elemental
propositions? Precisely because I detect the reappearance of the same
currents of obscurantism and anti-intellectualism that came near to
wrecking our system of economic intelligence in the early 1950’.

Civilization carries a price tag, and similarly there is no way to
eliminate the burden of time and cost involved in the maintenance of
a system of essential economic intelligence. We can and must seek to
minimize the burden on respondents and similarly the burden on those
who must pay for the system, whether taxpayers, stockholders, or
consumers. But however skillful our efforts, burdens of time and cost
will remain.

I would not seek to deflect any congressional committee from a
critical examination of statistical programs, and least of all the Joint
Economic Committee and its Subcommittee on Economic Statistics.
I do venture to express the hope that, in their continued role of leader-
ship in the field of economic statistics, the committee and its sub-
committee will be alert to the reappearance of these currents of
obscurantism and will use their influence to counter them. Too much
is.at stake in the effective functioning of our economy to tolerate
apathy in a situation in which eternal vigilance is required if we are
to protect our system of economic intelligence.




STATEMENT oF ToM WINEMILLER, MAaRKET DEevELOPMENT MANAGER,
Hess & Crark, AsHLAND, OHIO

Because my experience with Federal statistics is largely confined to
those dealing with the agricultural sector of our economy, I will
channel my remarks in that direction.

Agriculture, as you so well know, has undergone some tremendous
changes in the recent past. It seems only prudent to expect still more
dramatic changes in the future

Unfortunately, many of these revolutions in agriculture are not
adequately defined by our present agricultural statistics. This is not
necessarily a criticism of our present system, but simply recognizes
that large areas of “unknowns” still exist.

May I further explain?

Some land-grant colleges have estimated that in today’s agribusi-
ness it requires approximately nine of our citizens to supply the goods
and services used by one producing farmer. This relationship sumply
illustrates the importance of the business community that supplies
farmers with the “inputs” they require to farm scientifically today.
It is my guess that still more skilled manpower will be required to
serve each production farmer in the future.

- While we tend to know a great deal about the finished products of
our agricultural community—and some may take exception to that
statement—we certainly know too little about the multibillion-dollar
businesses that supply efficiency to farmers in the form of technical
products and services. Perhaps part of the problem liesin the difficult
area of defining whether securing such data properly belongs under
the banner of the Department of Agriculture of the Department of
Commerece.

This, I believe, represents one of the important opportunities remain-
ing in better evaluating the industry which is in no small part respon-
sible for the high standard of living we enjoy in this country today.
Agriculture is far more than farmers on the farm. It is a whole
industry of scientists, specialists, and businessmen dedicated to mak-
ing every farmer a more efficient producer. We—both our Govern-
ment and the private sector—should know more about this agricul-
tural “input” industry. I hope your committee will give due con-
sideration to this suggestion.
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StaTEMENT OF ROBERT WIUFF, MARKET RESEARCHE CONSULTANT,
Tuomas J. Lieron, Ino., ENeLEwoop Crrrrs, N.J.

‘We in the market research department at Lipton welcome the oppor-
tunity to express our thoughts regarding the economic statistics pro-
gram of the Federal Government. Changes we would like to see
in the program include the following :

1. The publication of monthly figures on gross national product
and its components.

2. The presentation of gross national product on a regional as well
as a% t<1)ta1 U.S. basis. Data on the four major census regions would be
useful.

8. More detailed breakdowns of (1) the change in business inven-
tories and (2) net exports of goods and services (as both are defined
for gross national product).

4. A more frequent publication of the detailed breakdown of per-
sonal consumption expenditures found each year in the July issue of
Survey of Current Business.

5. A quicker release of the final figures on gross national product.
At present this data is published about 2 months following the end
of a quarter.

6. The calculation of quarterly averages for series now presented
only on a monthly basis, such as retail sales and industrial production.

7. The inclusion of data for the year-ago quarter in each publication.
At present, for example, one must refer to two separate issues of the
Survey of Current Business in order to obtain employment figures for
the year-ago quarter and the current period.

8. More frequent release of population forecasts by State. Fore-
casts of county populations and of incomes for States and counties
would also be helpful. '

9. The publication of more detailed data regarding the number of
lf)amiéies with children of a specific age. Present age groups are too

road.

In addition, information is desired on a county basis regarding—

1. The number of grocery stores in counties with less than 500
establishments.- The Census of Business already provides this
data on counties with 500 establishments or more. The informa-
tion requested below is also desired for all counties.

2. Number of grocery stores by type—chain versus independent.

3. Number ofgr grocery stores %y annual retail dollar sales
volume.

4. Annual retail dollar sales of just grocery items. The defini-
tion of grocery is the one employed by Progressive Grocer maga-
zine, which divides grocery store products into groceries, fresh
meats, produce, frozen foods, dairy products, bread, and nonfoods.

In addition to recommending the above changes, we are also anxiously
awaiting the introduction of certain improvements already endorsed
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by the Government. For example, at present there are two separate,
noncomparable series on new construction included in Economic Indi-
cators. Steps are now being taken to make these two series comparable.
Moreover, it is understood that some means is being sought to make
seasonal adjustments in the data included in Consumer Buying Indi-
cators. I’m sure you realize that these refinements will make the data
more meaningful and facilitate our analyses. Consequently, we are
more than happy to cooperate with the Government in any way that
will bring about such improvements. We hope that our suggestions
have been helpful. Naturally, bedause our needs are constantfy chang-
ing, it is quite possible that additional requests will be sent to you in
the future.
®)



