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Commerce initiatives to improve
measurement of the digital economy

e Department of Commerce’s Digital Economy
Leadership Team Initiative to Identify Unmet Data
Needs for Measuring Cross-Border Data Flows

* Collaboration of Bureau of Economic Analysis, National
Telecommunications and Information Administration,
and Office of the Chief Economist to estimate the size
(S) of digital economy




Initiative to identify unmet data needs for
measuring cross-border data flows

* Motivation
* Approach
* Progress and next steps




Motivation

Digital data flows have become integral to daily
interactions

Policies restricting cross-border flow of data are being
considered or enacted by governments

Policymakers and other decision-makers need reliable
data on how businesses and consumers use digital
flows and how the flow of data—or restrictions on
flows—impact the economy

Data currently available to measure these flows are
relatively scarce




Approach

From November 2015-April 2016

e |dentify data and analysis that currently exists

e Review available literature and datasets

 Meet with stakeholders (other U.S. government, private
industry firms and associations, researchers, international

groups)
* Document findings

* |dentify possible gaps
e Convene roundtable of stakeholders

. Summarlze gaps to inform future research and data
w2 collection F




Approach

We classified the available data and analysis in four
major groups:

 Domestic (U.S.) macro-economy
 Domestic (U.S.) micro-economy
* Foreigh economies

* Bits and bytes




Progress

 To date, we have met with over 30 stakeholder
organizations

* First draft of white paper outlining available datasets,
literature, and other considerations is close to
complete. Includes sample statistics.

 Roundtable scheduled for May 9 in Washington, D.C.
 Drafted 2-pager to motivate discussion at roundtable




Relevant datasets for measuring impact of
cross-border data flows for U.S.

Bureau of Economic Analysis (BEA)

* Direct investment and multinational enterprise (MNE) data. Available at:
http://www.bea.gov/international/index.htm#omc.

* Input-output (I-O) accounts, annual and benchmark. Available at:
http://www.bea.gov/industry/index.htm#annual and
http://www.bea.gov/industry/index.htm#benchmark io.

* |nternational trade in services data. Available at
http://www.bea.gov/international/index.htm#services.



http://www.bea.gov/international/index.htm#omc
http://www.bea.gov/industry/index.htm#annual
http://www.bea.gov/industry/index.htm#benchmark_io
http://www.bea.gov/international/index.htm#services

Relevant datasets for measuring impact of
cross-border data flows for U.S. (cont.)

U.S. Census Bureau

* Retail e-commerce report, quarterly. Available at:
https://www.census.gov/retail/index.html#ftecommerce. And electronic shopping and
mail order houses sales available from the Monthly Retail Trade survey. Available at:
http://www.census.gov/retail/index.html#mrts.

 U.S. Census Bureau. E-stats data, annual. Available at:
https://www.census.gov/econ/estats/.

International Trade Administration (ITA)

e Collects limited information from firms that self-certify for Safe Harbor and also from
certified firms that opt-in to a voluntary survey. ITA will continue this data collection



https://www.census.gov/retail/index.html#ecommerce
http://www.census.gov/retail/index.html#mrts
https://www.census.gov/econ/estats/

Sample statistics: U.S. macro-economy

. In 2014, the United States exported $399.7 billion and imported $240.8 billion in
digitally-deliverable services, resulting in a trade surplus for digitally-deliverable services
of $158.9. (Noonan, 2015)

. Digitally deliverable services are also delivered through affiliates of U.S. companies
located in Europe and affiliates of European companies in the U.S. In 2011, the supply
of digitally deliverable services through U.S. affiliates in Europe was worth $312 billion
and Europe supplied $215 billion worth of digitally deliverable services through U.S.
affiliates. (Meltzer, 2014).

. Removing foreign barriers to digital trade in digitally intensive industries would likely
result in an estimated $16.7 billion to $41.4 billion increase (a 0.1 percent to 0.3
percent increase) in U.S. GDP. U.S. real wages would likely be 0.7 percent to 1.4 percent
higher, and the effect on U.S. total employment would range from no change to an
increase of 0.4 million FTEs. (USITC, 2014)

. Revoking the Safe Harbor Framework enabling data flows between the EU and United
States could reduce U.S. services exports to the EU by 0.2 percent to 0.5 percent. SMEs
would be most affected by the policy change, as they would be least able to establish
subsidiaries in the EU or to negotiate model contracts with business partners. (Bauer et.

. al, 2013)
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Sample statistics: U.S. macro (cont.)

. In the fourth quarter of 2015, retail e-commerce sales totaled $89.1 billion, up 2.1
percent from the third quarter, and accounted for 7.5 percent of all retail sales. Retail e-
commerce sales are important for growth in the retail sales sector; e-commerce sales
increased 14.7 percent from the fourth quarter of 2014 to the fourth quarter of 2015
while total retail sales increased only 1.3 percent in the same period. (Census Bureau
Quarterly Retail E-Commerce Sales report, February 17, 2016)

. In 2012, online purchases of products and services by digitally intensive firms totaled
$471.4 billion. Just $49.3 billion (10.5 percent) of the purchases were delivered online.
An estimated $422.2 billion (89.5 percent) of these purchases were of products and
services delivered physically or in person.

o  Finance and insurance and selected other service firms purchased the most
products and services delivered over the Internet, with $11.6 billion and $12.2
billion, respectively.

o  Firms in the manufacturing sector purchased more products and services over the
Internet that were delivered physically than any other sector, with $157.4 billion
purchased. (USITC, 2014)

. Global flows, moving goods, services, finance, and people, increased GDP by at least 10
percent, or $7.8 trillion in 2014. Of this amount, data flows accounted for $2.8
trillion. (McKinsey, 2016)
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Sample statistics: U.S. micro-economy

* Most firms in digitally intensive industries use the Internet to communicate internally, to order
physical products and services, and to conduct business-to-business communication. Firms also
use the Internet for supply chain management and market research, but this is much more
common in large companies than in SMEs. (USITC, 2014)

* In 2013, majority-owned foreign affiliates of U.S. companies supplied $1.3 billion of services to
foreign persons. In that same year, all foreign affiliates of U.S. companies employed 14.3 million
persons overseas. (BEA MNE data)

* “Sectors that use data most intensively are precisely those sectors which are also the producers
of data services as part of their output production. ... In other words, those who produce data
are also the ones that use data. On average, this amounts to a data input usage of almost 14
percent. However, a more surprising result ... is that many of these data services actually appear
to be used for management purposes inside companies.” (van der Marel, 2015)

* “The Internet is also giving SMEs access to business services that can increase their productivity
and global competitiveness. Such access includes functions like Google search, which helps
businesses develop market intelligence on competitors and learn about foreign laws and
regulations. The cloud provides access to low-cost software on demand and data flows allow for
regular updates and security patches. One report estimates that software has accounted for over
15 percent of all U.S. labor productivity gains since 2004.” (Meltzer, 2014)
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Sample statistics: U.S. micro (cont.)

In the U.S., 59% of eBay enabled SMEs (>$10,000 in annual sales) reached 10 or more foreign
markets; the average number of markets reached was 18; 64% of SMEs exported to four or more
continents. (eBay, 2016)

Medical centers in the United States might access digital health data on U.S. patients that
originates in other parts of the world. Sweden-based Hermes Medical Solutions manufactures
software applications that monitor various organ functions on patients. The applications are
cloud-based and data, stored in Sweden, is sent across borders and analyzed by medical centers
in 30 different countries, including the United States. In fact, 95 percent of the services provided
by Hermes are outside of Sweden. (Castro & McQuinn, 2015)

Since the EU first limited the transfer of personal data out of the region in 2000 until June 2015,
over 5,000 companies have self-certified under the U.S. Safe Harbor program, pledging that they
will maintain privacy of the data they are transmitting. These firms come from industries
throughout the economy, including computer software, computer services, and information
services, but also from industries unrelated to IT such as education, health, financial, legal
services, and manufacturing industries, to name a few. This highlights the importance of cross-
border data transfers across the economy. (Data from International Trade Administration as
reported in OECD, November 2015)
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