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Mr. Chairman and Members of the Subcommittee:

I appreciate this opportunity to comment on the state of our federal statistical system and on methods to
improve it. As you know, I spent much of my professional life at the Bureau of Labor Statistics. I served three
terms as Commissioner with appointments from both Democratic and Republican Presidents. I have worked
closely with all of the federal statistical agencies, and I know the importance of their work.

I approach these issues with several strong convictions. First, I am convinced that the effective operation of
democracy requires that our citizens have access to an accurate and objective data base of the highest
possible quality, one that is clearly relevant to the policy issues that confront them. Second, those responsible
for producing the nation's statistical data base must be professionally competent and completely free from
political interference. They must work in an open environment in which all methodological changes are fully
explained and freely discussed. Third, an effective statistical system must be grounded in an institutional and
legal framework which provides the authority and public credibility to permit the setting of priorities, the
protection of confidentiality, and the flexibility to conduct research for improvement. And, finally, our
statistical series must be based on sound concepts, tested methods, and state-of-the art statistical
techniques. 

The Current Environment for Statistics

The data produced by government statistical agencies affect many critical policy decisions, and it is important
that they be produced efficiently, accurately, and objectively. In recent months, programs of the two largest,
general purpose statistical agencies in the system — the Bureau of the Census (Census) and the Bureau of
Labor Statistics (BLS) — have been the subject of controversy in the Congress and the press. While public
discussion of statistical issues is always useful, the current criticism of the Consumer Price Index and of the
planning for the 2000 Census demonstrates the difficulties government agencies face when they produce
statistics which affect the lives and incomes of a large part of our population. People do not understand
differences in concept — between a cost-of-living index and a price index — and they become impatient with
a Census Bureau which finds it hard to count all of the people in the country with complete accuracy. These
criticisms are symptomatic of the challenges that face all of the official statistical agencies This is a time when
we must reinforce the objectivity and the professionalism of the agencies as we support their search for new
survey and compilation methods. But it is also a time when we must find ways to improve their credibility with
the public and their operational efficiency.

We live in a period of great change, when survey operations are becoming increasingly more complex. The
environment in which federal data producers operate today is very different from the past, in part because our
citizens have begun a fundamental rethinking of the role of government in our society and the need for
information for decision-making. The policy implications of statistical information have become more
significant even as statistical agencies have found it more and more difficult to introduce state-of-the-art
techniques to ensure the quality and relevance of the data they compile. And yet, the need to seize the
opportunity for use of new statistical techniques and technological innovation has never been greater. The use
of federally produced data by both the private and the public sectors has increased exponentially; they drive
many public policy decisions and they affect family life. Our statistical data have become increasingly
complex, much harder to collect, and much more expensive than in the past. Even more difficult is the need
to keep up with a world which is constantly in a state of change. The Administration, the Congress, and the
public all play an oversight role, but the risk is that those responsible for public policy may insist on
techniques which produce data that are higher or lower — depending on their policy views — rather than
those which will provide the best estimates of that which we are trying to measure.

Statistical Agencies in the Department of Commerce
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As this hearing takes place, the Bureau of the Census is hard at work planning and testing methods to
improve the 2000 Census of the population. A number of Congressional committees have been reviewing this
work, and several panels of the National Academy of Science's Committee on National Statistics have been
advising the Bureau. I am a member of the Committee and served on one of those panels. I also was a
member of the American Statistical Association's Census 2000 Blue Ribbon Panel which pointed out that
sampling A...can be an appropriate part of the methodology for conducting censuses. (ASA 1996). Like all
previous Censuses, the 2000 Census will incorporate new, more modern collection techniques and may,
therefore, provoke considerable public debate.

The other statistical agency in the Department of Commerce, the Bureau of Economic Analysis (BEA), one of
the smallest agencies in the federal system, has perhaps the largest and most difficult job of all — compilation
of the national accounts. Since our Gross Domestic Product must be built up from data produced by a large
number of agencies, BEA must, of necessity, rely on data produced by many of the other parts of the federal
statistical system.

The Current Statistical System

The two agencies in the Commerce Department are part of a decentralized system consisting of more than
11 separate agencies located in 9 different executive government departments; and some 70 other agencies
of the government produce statistical output as a part of their programmatic responsibilities. We have a
statistical system that is more decentralized than that of any other large country. Moreover, the group at
OMB which coordinates the system is one of the smallest in the world.

In recent months, Katherine Wallman, OMB's Chief Statistician, has been successful in spearheading
completion of a new North American industrial classification system, and in sponsoring monthly meetings of
the statistical agency heads. OMB has also developed a legislative initiative to standardize confidentiality and
to permit the exchange of data for statistical purposes among the major federal statistical agencies. Passage
of that legislation would help considerably to strengthen the system. In addition, the OMB Director has
requested development of a statistical budget so that resources devoted to statistics can be looked at across
the entire system.

The Statistical System Problem

In spite of this progress, however, we must ask whether the current structure of our federal statistical
system is efficient enough to provide the kind of information base needed for the social and economic
challenges of a democracy. Will our present system, as currently organized, be able to develop the kind of
integrated data base required to solve the complex, multifaceted policy issues we face? When we compare our
federal statistical system to those of other countries, we find that our system, although much larger in size
and scope, nevertheless, has more problems in operational efficiency and in public trust than they do. Our
system is one that seems disjointed, with multiple data bases and little integration. Although we continue to
produce data of relatively high quality, the risk is that statistical information will suffer as agency heads try to
deal with the demands of their parent departments in a period of serious budget constraint.

Why do we have these problems? Is it because the environment in which the data producers operate has
changed so dramatically? Or are there problems inherent in the system itself which need repair? I believe that
both of these forces are at work. They must be addressed if we are to succeed in the development of the
objective system of information that is so crucial to democracy in our country. 

A Fresh Look at the Problem

It is time for us to take a fresh look at the organization of our federal statistical system. We have multiple
statistical agency heads with no one having sufficient authority, resources, power, and public prestige to make
the entire statistical system function as efficiently as it should. Those heading statistical groups at OMB and
other Cabinet agencies are dedicated and competent, but they work in a variety of different situations and at
different levels within their own departments. Several of our laws, especially individual agency confidentiality
legislation, make it difficult to engage in cooperative research and to benefit from economies of scale. We
have insufficient long-range planning and budgeting of data products and of data production. The system is
too slow to adjust data to changing economic and social conditions, in part because investment in data is
generated only when the statistics reflect deteriorating conditions; once improvement occurs, the public's
interest in the production of data of high quality tends to disappear. And there is insufficient investment in
coordination in a system that is heavily decentralized. Data priorities are all too often determined almost
entirely among programs within each sponsoring agency instead of across the statistical system itself. This
compartmentalization continues into the Congress as statistical activities are spread among a large number of
different Congressional committees.

None of these conditions is new. The Pratt Commission was the first to study the need for statistics in 1844.
In the century and a half since then, we have had some 15 more committees or commissions to study the
nation's statistical system. Although each commission differed in emphasis, every one of them struggled with
the same critical questions: centralization vs. decentralization, location and power of the coordination
authority, protection of confidentiality and reduction of respondent burden, as well as with problems of
information dissemination and data integration. Unfortunately, the interest which generated appointment of
each commission was generally short-lived. By the time the reports were issued, the commission was
forgotten, and there was no sustained interest to bring about change. Thus, in spite of a long series of
studies, the federal statistical system remains relatively unchanged either because of a lack of popular
support for statistics, because of bureaucratic inertia, or because of the unwillingness to upset stake-holders
with a particular interest in retaining the status quo.



Steps Toward Centralization

The United States has neither the benefits that come from strong centralization of a statistical system nor the
efficiencies that come with strong and effective coordination of a decentralized system. Our existing system
will find it increasingly difficult to meet the demands for data from an increasingly technologically advanced
and globalized world. We should move carefully and gradually toward greater centralization of the system. In
a recent book, Organizing to Count: Change in the Federal Statistical System (Norwood 1995), I have outlined
a plan for a new statistical agency that would house the two large multi-purpose statistical agencies — the
Bureau of the Census and the Bureau of Labor Statistics — as well as two smaller groups — the Bureau of
Economic Analysis and OMB's Statistical Policy Branch. This new agency would collect, compile, analyze, and
disseminate statistical information and, at the same time, set quality and classification standards and provide
oversight over statistical work done elsewhere in the government. Census and BLS would make up the core of
the new agency, an arrangement that would permit development of a comprehensive effort to evaluate
existing data sets and engage in research for efficient survey design aimed at the elimination of duplication
and overlap. This work must be done with great care because much of the data produced are among the most
sensitive and critical of all the data produced by the government. A new confidentiality protection law would
be part of the package creating the new agency, so that protection of data collected from respondents with a
pledge of confidentiality would be uniform across the system. I have provided a more detailed explanation of
the organization and functioning of this Central Statistical Board in my recent book. What I suggest is a first
step toward the consolidation of the federal statistical system into a coherent and efficient agency of our
government. This is the route that the British have taken, and they have done it with great success. The
National Statistical Service of the United Kingdom is by now a well-established group. It started with the
coordinating authority and the national accounts, then added labor statistics, and then demographic and
census operations. We can learn from their experience.

Conclusion

In conclusion, let me emphasize several important points. First, the recent criticisms of the plans for the 2000
Census and of the Consumer Price Index are useful issues for discussion but they must not be allowed to
result in politicization of the process of compiling these important data programs. Second, the nation's
statistical system needs to operate more efficiently and more effectively. Third, we must consider very
carefully how any proposed changes would affect the data systems upon which the whole nation depends.
Fast re-engineering of the nation's statistical system without sufficient research and thought, carried out
simply as a by-product of other government reorganization or only as a means to reduce statistical budgets,
will surely damage the quality and the relevance of many of our most important statistical series. 
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