Supporting Statement for Form BE-605, Transactions of U.S. Affiliate, Except a U.S. Banking Affiliate, With Foreign Parent and Form BE-605 Bank, Transactions of U.S. Banking Affiliate With Foreign Parent (OMB No. 0608-0009)

Summary

This request is for an extension of a currently approved collection of information conducted by the Bureau of Economic Analysis on foreign direct investment in the United States (BE-605 and BE-605 Bank).  The survey collects quarterly data on transactions and positions between U.S. affiliates and their affiliated foreign groups.  The data are used in the preparation of the U.S. international transactions accounts, input-output accounts, national income and product accounts, and the international investment position of the United States.  The data are needed to measure the amount of foreign direct investment in the United States, monitor changes in such investment, assess its impact on the U.S. and foreign economies and, based upon this assessment, make informed policy decisions regarding foreign direct investment in the United States.  

BEA maintains a continuing dialogue with respondents and with data users, including its own internal users through the Bureau’s Source Data Improvement and Evaluation Program, to ensure that, as far as possible, the required data serve their intended purposes and are available from existing records, that the instructions are clear, and that unreasonable burdens are not imposed.

In an effort to reduce respondent burden and collect more accurate data, BEA conducted a cognitive review of Form BE-605 in cooperation with a team of experts from the U.S. Census Bureau.  The review resulted in a major redesign of the form, with a view to making it easier for respondents to understand and complete.

In reaching decisions on what questions to include in the survey, BEA considered the Government's need for the data, the burden imposed on respondents, the quality of the likely responses (e.g., whether the data are readily available on respondents’ books), and BEA's experience in previous quarterly surveys and in related benchmark and annual surveys. 

No rule changes are proposed.  BEA proposes the following changes to the survey to reduce respondent burden: 1) Redesign Form BE-605 to incorporate all instructions into the form, placing them, for the most part, on the pages facing the items to be reported; convert the most complicated instructions into separate line item questions; and, to further clarify the reporting requirements, include illustrative diagrams adjacent to questions pertaining to the ownership structure of the U.S. business enterprise and its affiliated foreign groups.  2) Delete questions from Form BE-605 and BE-605 Bank requesting information on receipts and payments for services transactions between the U.S. business enterprise and its affiliated foreign groups.  BEA has proposed to include these questions on its surveys covering trade in services, beginning with the first quarter of calendar year 2007.  

The average burden for completing the BE-605/605 Bank will decrease from 1.25 hours per response, per quarter (five hours per year), to one (1) hour per response, per quarter (four hours per year).  Therefore, the total annual respondent burden will decrease from 19,750 hours (the amount reflected in the  current OMB inventory) to 15,800 hours.  This covers the amount of time for respondents to review the instructions, search existing data sources, gather and maintain the data needed, and complete and review the collection of information.

BEA believes its proposal reflects a reasonable balance between the needs of data users for complete, accurate, detailed, and timely data, and the concerns of respondents about the burden imposed.

Supporting Statement for Form BE-605, Transactions of U.S. Affiliate, Except a U.S. Banking Affiliate, With Foreign Parent and Form BE-605 Bank, Transactions of U.S. Banking Affiliate With Foreign Parent

A.  Justification
1.  The survey reports covering Transactions of U.S. Affiliate, Except a U.S.  Banking Affiliate, With Foreign Parent (Form BE-605) and Transactions of U.S. Banking Affiliate With Foreign Parent (Form BE-605 Bank) are needed to measure the amount of foreign direct investment in the United States, monitor changes in such investment, assess its impact on the U.S. and foreign economies and, based upon this assessment, make informed policy decisions regarding foreign direct investment in the United States.  The surveys are mandatory and are conducted under the International Investment and Trade in Services Survey Act (P.L. 94‑472, 22 U.S.C. 3101‑3108, as amended, hereinafter "the Act”.  

Section 4(a) of the Act (22 U.S.C. 3103(a)) provides that: 

"The President shall, to the extent he deems necessary and feasible‑‑

  (1) 
conduct a regular data collection program to secure current information on international capital flows and other information related to international investment and trade in services, including (but not limited to) such information as may be necessary for computing and analyzing the United States balance of payments, the employment and taxes of United States parents and affiliates, and the international investment and trade in services position of the United States;

  (2) 
conduct such studies and surveys as may be necessary to prepare reports in a timely manner on specific aspects of international investment and trade in services which may have significant implications for the economic welfare and national security of the United States;”

In Section 3 of Executive Order 11961, the President delegated the responsibility for performing functions under the Act as concerns direct investment to the Secretary of Commerce, who has redelegated it to the Bureau of Economic Analysis (BEA).  Reports are mandatory under Section 5(b)(2) of the Act (22 U.S.C. 3104).  Implementing rules and regulations are contained in 15 CFR Part 806.

2. The quarterly survey of foreign direct investment in the United States collects data on transactions and positions between U.S. affiliates and their affiliated foreign groups. (The affiliated foreign group is (i) the foreign parent, (ii) any foreign person, proceeding up the foreign parent’s ownership chain, which owns more than 50 percent of the person below it up to and including that person which is not more than 50 percent owned by another foreign person, and (iii) any foreign person, proceeding down the ownership chain(s) of each of these members, which is owned more than 50 percent by the person above it.)  The BE-605 is a sample survey.  The sample data are used to derive universe estimates in nonbenchmark years by extrapolating forward similar data reported in the BE-12, Benchmark Survey of Foreign Direct Investment in the United States, which is taken every five years.  The data are disaggregated by country and industry of the U.S. affiliate. 

The data from the BE-605 survey complement data from BEA's other surveys of foreign direct investment in the United States, namely the BE-13, Initial Report on a Foreign Person's Direct or Indirect Acqui​sition, Establishment, or Purchase of the Operating Assets, of a U.S. Business Enterprise, Including Real Estate, and the BE-12 (benchmark) and BE-15 (annual) surveys, which provide data on the overall operations of U.S. affiliates.  A full understanding of foreign direct investment in the United States requires an understanding of the transactions and positions between U.S. affiliates and their affiliated foreign groups (covered in the BE-605), the overall operations of U.S. affiliates (covered in the BE-12 and BE-15), and new investment transactions (covered in the BE-13).  Some specific uses of the data to be collected are discussed in greater detail below.

(a) Compile and improve the U.S. economic accounts:

Data from the BE-605 survey are essential for compiling the quarterly direct investment estimates included in the U.S. international transactions, national income and product, and input-output accounts, and for estimates of the foreign direct investment position in the United States.  

b) Support U.S. Government policy on direct investment:

The data are used by several U.S. Government agencies, including the Office of the U.S. Trade Representative, the International Trade Administration of the Commerce Department, the Departments of Treasury and State, the Council of Economic Advisers, and the Federal Reserve Board to support U.S. international economic policy. The quarterly survey provides detailed information, by country and industry, on direct investment capital, income, and services flows that the U.S. Government requires to evaluate these policies and to assess their effects on U.S. and foreign economies.    

Bilateral investment treaties (BIT's) are negotiated with interested countries to facilitate and protect U.S. investment interests.  During BIT negotiations, data from this and related surveys provide important, up-to-date information on the level and impact of direct investment on the economies of the United States and foreign countries.  
(c) Non-government uses:

International organizations and private researchers also use data from the quarterly survey in assessing the impact of foreign direct investment on the U.S. and foreign economies.  International organizations that regularly make use of BEA data on foreign direct investment include the United Nations, International Monetary Fund, Organisation for Economic Cooperation and Development, and World Bank.  Numerous private researchers use the data; use by researchers affiliated with the National Bureau of Economic Research has been among the most extensive.  

3. BEA is collecting data via the Internet.  The Automated Survey Transmission and Retrieval (ASTAR) system is available to respondents as an alternative to using the paper forms.  After the information has been entered, the electronic filing system directs the respondent to transmit the data back to BEA via the Internet.  The system employs state-of-the-art encryption security features to protect confidential information transmitted in electronic form.  Approximately 25 percent of the respondents currently use ASTAR to file their BE-605 or BE-605 Bank report. 

Also, BEA has placed its survey forms, reporting instructions, and reporting requirements on its Web site (www.bea.gov), which provides an alternative, and for some, a more convenient way to access information about its surveys.  The survey data are published and analyzed in BEA’s monthly journal, the Survey of Current Business.  All of the data tabulated from the survey that are released to the public and analyses of the data, published in the Survey, are placed on BEA’s Web site.
4.  The survey, as proposed, collects data on transactions and positions between U.S. affiliates and their affiliated foreign groups.  U.S. business enterprises that qualify for reporting on these report forms are not required to file the same information with other agencies. Similar data are not collected by other agencies and identified as being for foreign‑owned U.S. business enterprises.  

Minor duplication may occur between the data reported in the few annual data items reported once a year in Part VII of the quarterly BE-605/BE-605 Bank and BEA’s BE-15, Annual Survey of Foreign Direct Investment in the United States.  Data collected in the BE-15 survey reflect the interest of all owners of the affiliate, whereas data collected in the BE-605 cover only the foreign parent’s share of the given item.  The only case in which duplication of the annual data reported in the BE-15 and BE-605 may occur is when the affiliate is owned 100 percent by a single foreign parent.  However, such duplication is minor, and it could not be eliminated without compromising the integrated structure of the form. 

5.  The reporting threshold for this survey is set at a level that will exempt most small business enterprises from reporting.  U.S. business enterprises with total assets, annual sales or gross operating revenues, and annual net income (positive or negative) of $30 million or less are exempt from reporting on form BE-605 or BE-605 Bank, and need only file a claim for exemption.  In addition to providing this size-based exemption, BEA has attempted to keep respondent burden for small businesses to a minimum by asking only those questions that are considered essential and for which answers are available from existing records of the business.  

6.  The U.S. international transactions and national income and product accounts are published quarterly.  The data collected in this survey are important components of these accounts.  BEA would be unable to provide the data needed in preparing these accounts if the information were collected less frequently.  In addition, certain items that are reported on a quarterly basis on the BE-605 survey must be apportioned among months for the purpose of providing monthly estimates of international trade in goods and services, which are published in a joint news release issued by BEA and the U.S. Census Bureau.  Finally, the objectives presented in A.2. (above) could not be accomplished if the survey were not conducted or were conducted less frequently than each calendar quarter.

7.  No aspects of the proposed information collection require a special justification.

8.  The public notice soliciting comments on the information collection prior to its submission to OMB appeared on pages 58578-58579 of the October 4, 2006 issue of the Federal Register.  BEA received no comments in response to that notice. 

BEA maintains a continuing dialogue with respondents and with data users, including its own internal users through the Bureau’s Source Data Improvement and Evaluation Program, to ensure that, as far as possible, the required data serve their intended purposes and are available from existing records, that the instructions are clear, and that unreasonable burdens are not imposed.

In an effort to reduce respondent burden and collect more accurate data, BEA entered into an agreement with a team of experts from the U.S. Census Bureau to conduct a cognitive review of Form BE-605.  Contacts with the respondents in connection with the review were made, with the permission of OMB, under the Census Bureau’s generic clearance for pretesting research (OMB Control number 0607-0725).  The Census team conducted focus group discussions with the BE-605 survey editors in an effort to identify the parts of the survey form that respondents find most difficult to complete.  The team observed telephone conversations between editors and survey respondents to discover how editors interacted with respondents to resolve problems with the reported data.  The results gathered from the focus groups and telephone conversations were reviewed with respondents during subsequent debriefings to gain a clearer understanding of the way respondents interpreted and answered survey questions on the form.
The Census Bureau team also conducted cognitive interviews with respondents to test the effectiveness of changes to selected sections of the form and instructions.  Many of the changes concerned formatting, with an emphasis on reducing the density of text and other elements; placing instructions adjacent to relevant line items rather than in a separate section; deconstructing and explicating aggregated response tasks; and improving the consistency of presentation of response fields across different parts of the form.  
Next, BEA conducted a pilot test of the redesigned form.  The pilot test was conducted, with permission from OMB, under BEA’s generic clearance for pretesting research (OMB No. 0608-0070).  Approximately 700 respondents were asked to complete the redesigned form for transactions covering the second quarter of 2006.  Approximately 40 percent of those (700) respondents filed using the redesigned form.  Following the pilot test, the Census team conducted debriefings with about three dozen respondents to obtain feedback on the redesigned form.  The responses were generally favorable.  Most respondents preferred the new design and layout of the questions and instructions.  
Finally, in reaching decisions on what questions to include in the survey, BEA considered the Government's need for the data, the burden imposed on respondents, the quality of the likely responses (e.g., whether the data are readily available on respondents’ books), and BEA's experience in previous quarterly and related benchmark and annual surveys.

9.  No payments or gifts to respondents are made.

10.  Section 5(c) of the Act (22 U.S.C. 3104) provides that the information collected may be used only for analytical and statistical purposes and access to the information shall be available only to officials and employees (including consultants and contractors and their employees) of agencies designated by the President to perform functions under the Act.  The President may authorize the exchange of the information between agencies or officials designated to perform functions under the Act, but only for analytical and statistical purposes.  No official or employee (including consultants and contractors and their employees) shall publish or make available any information collected under the Act in such a manner that the person to whom the information relates can be specifically identified.  Reports and copies of reports prepared pursuant to the Act are confidential and their submission or disclosure shall not be compelled by any person without the prior written permission of the person filing the report and the customer of such person where the information supplied is identifiable as being derived from the records of such customer.  

11.  No questions of a sensitive nature are asked.

12.  The proposed survey is expected to result in the filing of 3,950 responses quarterly, or 15,800 responses annually.  The average burden for completing the BE-605/605 Bank will decrease from 1.25 hours per response, per quarter (five hours per year), to one (1) hour per response, per quarter (four hours per year).   Therefore, the total annual respondent burden reflected the current OMB inventory will decrease from 19,750 hours (= 15,800 responses times 1.25 hours average burden) to 15,800 hours (= 15,800 responses time 1 hour average burden).  This covers the amount of time for respondents to review the instructions, search existing data sources, gather and maintain the data needed, and complete and review the collection of information.  The burden estimates used in this submission are based upon feedback from respondents that participated in the pilot test and subsequent debriefings (see A. 8. above), as well as experience with the same quarterly survey form for several years. The reduction in overall burden reflects changes to the survey, as described in item A.15. 

Public reporting burden for the BE-605 collection of information is estimated to vary from one-half hour to 3 hours per response, with an average of one (1) hour per response.  The burden will vary depending, in part, on the size and ownership structure of the U.S. business enterprise that is being reported.  

The estimated annualized cost to respondents is $632,000  This figure is based on an assumed hourly cost of $40, including overhead, times the estimated burden of 15,800 hours.

13.  Other than respondent cost associated with the estimated burden of 15,800 hours (see A. 12. above), the total additional annual cost burden to respondents is expected to be negligible.  Total capital and start-up costs are insignificant, because new technology or capital equipment would not be needed by respondents in order to prepare responses to the survey.  As a consequence, the total cost of operating and maintaining the technology and capital equipment will also be insignificant.  Purchases of services to complete the information collection are also expected to be insignificant.

14.  The estimated annualized cost to the Federal Government of the quarterly BE‑605/605 Bank survey is $950,000, which consists of $625,000 for salaries and related overhead and $325,000 for printing, mailing, computer processing, forms design, equipment, and supplies. 

15.  This request is for a revision of a currently approved collection.  Currently, there are 19,750 hours in the inventory maintained by the Office of Management and Budget.  The changes proposed by BEA are expected to decrease the respondent burden to 15,800 hours (see A. 12. above).  The decrease in burden is a result of the following changes to the survey: 1) Redesign Form BE-605 to incorporate all instructions into the form, placing them, for the most part, on the pages facing the items to be reported; convert the most complicated instructions into separate line item questions; and, to further clarify the reporting requirements, include illustrative diagrams adjacent to questions pertaining to the ownership structure of the U.S. business enterprise and its affiliated foreign groups.  2) Delete questions from Form BE-605 and BE-605 Bank requesting information on receipts and payments for services transactions between the U.S. business enterprise and its affiliated foreign groups.  BEA has proposed to include these questions on its surveys covering trade in services, beginning with the first quarter of calendar year 2007.
16.  Individual pre-labeled report forms are sent to potential respondents each quarter.  Reports are due 30 days after the close of the calendar or fiscal quarter, except for the fourth quarter when reports are due within 45 days.  Quarterly data are released four times a year as part of the U.S. international transactions accounts approximately 65 days after the close of the quarter.  Annual summations of the quarterly data are released approximately 6 months after the end of the year.  An analysis of the quarterly data appears in the BEA’s monthly magazine, the Survey of Current Business, about 90 days after the end of the quarter.  All of the data tabulated from the BE-605 survey that are released to the public and analyses of the data, published in the Survey, are placed on BEA’s Web site (www.bea.gov).
17.  The OMB expiration date will be displayed on the forms.

18.  The BE-605/605 Bank collection is consistent with the certification in all respects.
