
S. HRG. 105-499

THE EMPLOYMENT SITUATION:

APRIL 1998

HEARING

before the

JOINT ECONOMIC COMMITTEE

CONGRESS OF THE UNITED STATES

ONE HUNDRED FIFTH CONGRESS

SECOND SESSION

May 8, 1998

Printed for the use of the Joint Economic Committee

U.S. GOVERNMENT PRINTING OFFICE

WASHINGTON: 1998
cc 48-954

For sale by the U.S. Government Printing Office
Superintendent of Documents, Congressional Sales Office, Washington, DC 20402

ISBN 0-16-057135-9



JOINT ECONOMIC COMMITTEE

[Created pursuant to Sec. 5(a) of Public Law 304, 79th Congress]

HOUSE OF REPRESENTATIVES

JIM SAXTON, New Jersey, Chairman
THOMAS W. EWING, Illinois

MARK SANFORD, South Carolina

MAC THORNBERRY, Texas

JOHN DOOLITTLE, California

JIM MCCRERY, Louisiana

FORTNEY PETE STARK, California

LEE H. HAMILTON, Indiana

MAURICE D. HINCHEY, New York

CAROLYN B. MALONEY, New York

SENATE

CONNIE MACK, Florida, Vice Chairman
WILLIAM V. ROTH, JR., Delaware

ROBERT F. BENNETT, Utah

ROD GRAMS, Minnesota

SAM BROWNBACK, Kansas

JEFF SESSIONS, Alabama

JEFF BINGAMAN, New Mexico

PAUL S. SARBANES, Maryland

EDWARD M. KENNEDY, Massachusetts

CHARLES S. ROBB, Virginia

CHRISTOPHER FRENZE, Executive Director

ROBERT KELEHER, ChiefMacroeconomist
HOWARD ROSEN, Minority Staff Director

(ii)



CONTENTS

OPENING STATEMENTS

Representative Jim Saxton, Chairman ......... .......... 1
Representative Maurice D. Hinchey ........... ......... 3

WITNESS

Statement of Katharine G. Abraham, Commissioner, Bureau of Labor
Statistics: Accompanied by Kenneth V. Dalton, Associate
Commissioner, Office of Prices and Living Conditions; and Philip
L. Rones, Assistant Commissioner of Current Employment
Analysis ........... ................ 4

SUBMISSIONS FOR THE RECORD

Prepared Statement of Representative Jim Saxton, Chairman, together
with chart, entitled, "Inflation and the Unemployment Rate Fall
Together Since 1992 . ...................... 17

Prepared Statement of Commissioner Katharine G. Abraham, together
with Press Release No. 98-194, entitled, "The Employment
Situation: April 1998," Bureau of Labor Statistics, Department of
Labor, May 8, 1998 .................... .. 19

Memorandum to Representative Hinchey from Commissioner Abraham
on "the Consumer Price Index program on the experimental CPI
for the elderly and the recent behavior of commodities prices and
information of our occupational employment projections" . . 42

(iii)



THE EMPLOYMENT SITUATION: APRIL 1998
Friday, May 8,1998

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

WASHINGTON, D.C.

The Committee met, pursuant to notice, at 9:30 a.m., in Room 1334,
Longworth House Office Building, the Honorable Jim Saxton, Chairman
of the Committee, presiding.

Present: Representatives Saxton and Hinchey.

Staff Present: Christopher Frenze, Robert Kelleher, Juanita
Morgan, Mary Hewitt, Darryl Evans, Amy Pardo, Dan Lara, Howard
Rosen, and Bettie Landauer-Menchik.

OPENING STATEMENT OF

REPRESENTATIVE JIM SAXTON, CHAIRMAN
Representative Saxton. Good morning. We are a very quiet group

this morning. I noted to one of the staffers, I said, "My, everybody is
quiet and sleepy this morning." He said, "No, they are just statisticians
and economists."

Anyway, let me call the hearing to order. I am pleased to welcome
Commissioner Abraham and her colleagues before the Joint Economic
Committee (JEC) once again.

The payroll data released today shows that the business cycle
upswing that began in 1991 continues to expand employment. In April,
262,000 jobs were added to the business payrolls. The household survey
also posted solid employment gains. The unemployment rate declined
to 4.3 percent, its lowest level in 28 years.

The cyclical expansion also continues to improve the budget
outlook. As I suggested last winter, not only would this lead to a budget
surplus sooner than expected in 1998, but a spring revenue surprise
would lead to a large surplus for fiscal year 1998. Once again, the
congressional and Administrative budget projections will be behind the
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curve. In the last few days, these official projections have been hastily

revised yet again, and the budget surplus estimates now range as high as
$63 billion.

The economic and employment gains produced by this expansion

are well recognized. These gains have been sustained by the Federal

Reserve's policy of gradual disinflation. Low inflation and interest rates

have stimulated the economy and generated a flood of revenue that has

erased the deficit. As a result, the national economic and fiscal outlook
remains bright.

However, the apparent recent leak of part of the Federal Reserve

directive suggests that some within the central bank favor a tightening of

monetary policy. The strength of the economy and job market is one
factor behind this position.

In my view, an increase in interest rates by the Federal Reserve
would be a mistake. The market price indicators used by the JEC,

commodity prices, bond yields, and the value of the dollar, do not

suggest inflation now or in the foreseeable future. The standard inflation

measures prepared by the BLS (Bureau of Labor Statistics) and others

also show no sign of inflation. Without evidence of current or future

inflation, there is no reason for the Federal Reserve actions to raise

interest rates. Only if forward-looking or other inflation indicators start

to show building price pressures should such a move be considered by

the Fed.

Let me just emphasize as part of my opening statement, during the

decade of the '80s, from time to time certain segments of economic
academia would worry out loud that the economy was growing too fast,

and it was sure to be followed by inflation. We began to watch this very
carefully, this phenomenon that was referred to as the Phillips Curve.

I believe and many of my associates believe that the Phillips Curve
philosophy has been proven to be wrong.

The chart that we have here shows how inflation and unemployment
have fallen together during the past six years. In other words, as the

economy got better, the rate of unemployment went down and so, too, did
the rate of inflation.

We believe that this cycle is largely dependent on and the result of

low interest rates, which have followed along with inflation, and so the

Phillips Curve, at least in the past six years, has not been proven to be a
valid theory.
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Instead of looking at some of the factors that I heard on the news
this morning, the labor market, et cetera, one might be well advised to
look at such forward-looking indicators as long-term bond yields and the
price of commodities, which is another indicator that folks look at who
are trying to figure out what inflation is going to do in the future, as well
as the value of the dollar.

In looking at these three indicators, there continues to be no sign of
inflation, and so the notion that I heard on one of the major television
stations this morning at 8:30, as soon as the good news was out, was that
there would be a tendency on the part of the Federal Reserve to increase
interest rates or tighten monetary policy. I think that would be an error,
based on what we have learned during the decade of the '90s. So I am
hopeful, Commissioner, that the country will accept the good news that
we have today and not look at it as a sign of pending bad news.

While I was talking, Mr. Hinchey came in, so let me ask him for
whatever opening statement he may have.

[The prepared statement of Representative Saxton, and the chart entitled,
"Inflation and the Unemployment Rate Fall Together Since 1992," appear
in the Submissions for the Record.]

OPENING STATEMENT OF
REPRESENTATIVE MAURICE D. HINCHEY

Representative Hinchey. Mr. Chairman, thank you very much.
Welcome, again, Commissioner Abraham. It is delightful to see you
again. I look forward to listening to your comments today.

I was listening to the news myself this morning, and I heard that you
are going to tell us that unemployment is down again and that the rate of
unemployment is the lowest it has been in 28 years.

Assuming the news is accurate, this, of course, is very good news.
And I think it is testament to the fact that the economic policies of the
Clinton Administration are working well and effectively, that the
balanced budget initiative of 1993, which has succeeded in bringing the
budget into balance and actually producing a surplus, has worked very
well for the economy.

However, I share the sentiments of the Chairman with regard to the
so-called Phillips Curve and the relationship between the rate of
unemployment and the rate of inflation. It seems to me that this good
news ought not to be a signal for the Fed or others to do something that
is rash. I think that they would be wise to keep their finger off the
interest rate trigger over at the Federal Open Market Committee, and I
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am hopeful that when they meet later this month that they will not use
this good economic news as an excuse to raise interest rates.

It is only recently that the vast majority of Americans have begun
to participate in the benefits of this growing economy. And in fact, last
month, in March, weekly wages were down slightly, although they have
been going up fairly steadily for the last three years.

So it would be, I think, a mistake on the part of the Federal Reserve
to raise interest rates now in the face of this good news. It would be
premature, and it might serve to cut short the effects of this continually
improving economy and the effects that this economy is having on the
majority of working Americans.

Representative Saxton. Commissioner Abraham, the floor is
yours. Proceed as you see fit.

STATEMENT OF KATHARINE G. ABRAHAM,

COMMISSIONER, BUREAU OF LABOR STATISTICS:
ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE

COMMISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS,
AND PHILIP L. RONES, ASSISTANT COMMISSIONER OF

CURRENT EMPLOYMENT ANALYSIS
Ms. Abraham. Thank you, Mr. Chairman, Mr. Hinchey. It is also

a pleasure to be here to have a chance to talk about the labor market data
we have to release.

As you both have noted, employment rose and unemployment fell
sharply in April. Nonfarm payroll employment increased by 262,000,
following essentially no change in March. The April increase is in line
with the average monthly gain for the prior 12 months. The jobless rate
dropped four-tenths of a percentage point to 4.3 percent. The unem-
ployment rate had held fairly steady from November of last year through
March.

Nearly all of the net employment growth in April occurred in the

service-producing sector of the economy, with the services industry alone
adding 139,000 jobs. Business services payrolls grew by 60,000, mostly
in help supply services, which is principally temporary help firms, and
in computer and data processing.

Over the past year, business services has added nearly half a million
jobs. Engineering and management services added 19,000 jobs in April,
sustaining the faster pace of job growth in that industry that started last
spring. Employment in health services rose by 14,000; growth thus far
in 1998 has been slightly below the trend exhibited in 1997.
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Elsewhere in the service-producing sector, retail trade employment
rose by 44,000, more than making up for a modest decline in March.
Even with the April increase, however, retail employment growth has
been slow so far this year. The April increase was confined largely to
eating and drinking places and department stores. The finance and real
estate industries each added 12,000 jobs over the month, continuing a
pattern of solid job expansion that is related to several factors: a buoyant
stock market, low interest rates, and a strong housing market. Job growth
continued, in particular, among security brokerages, mortgage banks and
brokerages and real estate firms.

In the goods-producing sector of the economy, construction
employment rose by 35,000 in April after showing weather-related
weakness in March. Since October of last year, the industry has added
an average of about 30,000 jobs per month, twice the rate of job growth
as in the 12 months prior to October. It is difficult, however, to separate
the influence of strong housing demand from the effects of this year's
unusual winter weather patterns on the recent movements in construction
employment.

Manufacturing employment declined by 10,000 in April, its third
month of weakness following a gain of 169,000 between September and
January. April job losses were generally small but widespread. Most of
the weakness was in nondurable goods with a notable job decline of
6,000 in apparel. In durable goods, small job losses occurred in
electronic components and in industrial machinery, industries that had
been adding workers at a fairly steady clip during 1997.

Average weekly hours in manufacturing fell by 1.1 hours in April.
Although much, even most of this decline reflects the fact that the Easter
weekend fell during the survey reference period, I would note that
manufacturing hours have been drifting down since the beginning of this
year, another indication of weakness in the industry. Average hourly
earnings for all private production workers increased by four cents in
April and are up 4.4 percent over the year.

Turning to data from our survey of households, the number of
unemployed persons declined by 670,000 in April to 5.9 million. The
unemployment rate fell by four-tenths of a percentage point to 4.3
percent. The major demographic groups generally shared in the
improvement. Notably, the jobless rate for adult men dropped by half a
percentage point to 3.4 percent, and the rate for teenagers fell nearly 2
percentage points to 13.1 percent.
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Declines occurred over the month in the number of persons who
were unemployed because they were on temporary layoff and among
those who had left their jobs voluntarily to look for new work. There
also was a substantial drop in the number of persons who had been
without work for 15 weeks or more.

Civilian employment rose by 389,000 in April. The proportion of
the population age 16 years and older that is employed, at 64.2 percent
in April, tied the record high level for that series first reached this past
January.

In summary, employment rose in April, although there was some
weakness in manufacturing; unemployment fell sharply after holding
fairly steady for several months, but as always we should be cautious
about putting too much weight on any one month's data.

My colleagues and 1, of course, would be happy to try to answer any
questions that you might want to ask regarding these data.

[The prepared statement of Commissioner Abraham and accompanying
Press Release appear in the Submissions for the Record.]

Representative Saxton. Thank you very much, Commissioner.
Once again, we are always pleased when you come here, as you have so
often in recent years, with good economic news.

Commissioner, let me begin by asking a question, if I may, of Mr.
Dalton. Is there any significant indication of inflation in the CPI
(Consumer Price Index) or the PPI (Producer Price Index) that you can
report, Mr. Dalton?

Mr. Dalton. Both of those indexes are pretty much at historical
lows with respect to the rate of increase.

Representative Saxton. And is there any sign of inflation that you
can report to us in either of these important indexes? I know what the
numbers look like, but is there anything from your daily work with
regard to the Consumer Price Index or the Producer Price Index that you
can point to that would indicate an emergence of inflation of any kind?

Mr. Dalton. I think, of course, we can't make projections of what
is likely to happen with respect to those Indexes, but if you look at the
past history, it is fairly clear that the rate of increase, that the low rates of
increase are widespread.

Representative Saxton. Are?

Mr. Dalton. Widespread.
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Representative Saxton. Widespread. And then it would be fair for
someone to conclude, and I know it is not your business perhaps to draw
conclusions or make projections about what is going to happen, but it
would be fair for someone to conclude that based on the information that
we have with regard to these two indices that there is no sign of inflation
reemerging or growing?

Mr. Dalton. It might be fair for someone to say that.

Representative Saxton. Someone might be able to say that. Okay,
good.

Now, Commissioner, a number of wage-related data have been
released in recent days, and today you folks released hourly earning data.
Recently, BLS released unit labor cost data as well as employment cost
indices.

Can you tell us what this information indicates about wage trends,
and does this information portend any future inflationary pressures?

Ms. Abraham. I can answer at least the first part of your question.
I think that if what one is interested in getting at is what is happening to
employer labor costs, that probably the best measure that we have to look
at is our Employment Cost Index, which is a fairly comprehensive
measure that attempts to track employer labor costs for holding constant
changes in the mix of employment that might cloud the picture emerging
from other measures.

In the most recent quarter for which we have that information,
which is the quarter ending in March, the year over year increase in the
Employment Cost Index was 3.3 percent. That reflects both what is
happening to wages and what is happening to benefits.

So, again, it is a more comprehensive measure than others we have
available. That is a bit up over the year-over-year increase for the quarter
ending in March 1997. It had been 2.9 percent. But that is still running
a bit below the increases in other measures from some of our other
surveys.

The measure that we reported today is a measure of average hourly
earnings for production nonsupervisory workers. That is a less
comprehensive measure in that it includes only a part of the work force,
and it includes only wages. It is also not controlling for possible changes
in the mix of employment. That was up 4.4 percent over the year.

The other thing that you asked about was, I believe, unit labor costs.
That is still, again, a different kind of measure. It is looking at



8

compensation costs but then adjusting for changes in productivity that
have occurred.

Over the year, unit labor costs, our preliminary measures for the
period ending in the first quarter, were up 3.4 percent. Because of some
technical factors that I won't go into, unless you particularly would like
me to, related to the way we seasonally adjust our hours figure, it is
possible that that may ultimately prove to be a bit lower.

Representative Saxton. Let me just ask once again, in your
opinion, which I know you don't like to give, but could someone draw the
conclusion from these statistics that this information portends any future
inflationary pressures? What kind of a conclusion would a reasonable
person draw from this information?

Ms. Abraham. I have to say that I think that the answer to that is
a little less clear cut than the answer to the question that you posed to Mr.
Dalton. If you look at our Employment Cost Index, employers labor
costs are going up year over year a bit faster than they were a year ago at
this time. The rate of increase in average hourly earnings is a bit faster
than it was similarly a year ago. I think it is a bit more difficult to answer
that question, and I suspect that you would get analysts looking at this
information coming to different conclusions.

Representative Saxton. When you say "a bit faster," that would
perhaps indicate that you don't see any dramatic change?

Ms. Abraham. Well, the Employment Cost Index was up year over
year 3.3 percent versus 2.9 percent a year ago, and 2.8 percent the year
before that. Average hourly earnings were up 4.4 percent over the year.
A year ago it was 3.7 percent.

Representative Saxton. What did you report today about hourly
earnings and weekly earnings?

Ms. Abraham. In terms of what happened this past month?

Representative Saxton. Yes.

Ms. Abraham. In terms of what happened this past month, we are
reporting an increase in average hourly earnings of four cents and a
decline in average weekly earnings, down by .5 percent.

There is an issue with the average weekly earnings numbers that,
I mentioned in my statement, which is that the survey week coincided
with the Easter weekend. We think that there were some fair number of
people who were respondents who were reporting data that included
Good Friday. That would have depressed what they were reporting with
weekly earnings and weekly hours.
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Representative Saxton. But the March to April change is a decline
in weekly earnings?

Ms. Abraham. In weekly earnings, but I think that that is largely
spurious. I mean, if you were to take out the effect of Good Friday being
in some of the payroll periods for which people were reporting, I don't
know that you would have gotten that.

Representative Saxton. While we are on the issue of inflation,
could you review the improvements? Two years ago, when we were
here, we began to discuss the possibility of changing the way we
computed the Consumer Price Index. At that time, you agreed and have
been diligent, in my opinion, about improving the CPI measure over this
period of time, again, which is about two years. What do you expect the
total effect of these recent and future changes to amount to?

Ms. Abraham. We have done, as you know, a number of things
that we have talked about before and have a number of other things
planned to address issues related to the currency of the market basket, the
consumer's substitution when the relative prices of goods change,
changes in the quality of goods, and new goods coming onto the market.
We have made efforts to estimate the effect of some of these things on
the rate of growth of the CPI. Others have made estimates of some of the
ones where we haven't produced quantitative estimates ourselves.

The Council of Economic Advisers, in their Economic Report of the
President that came out in January, did a rack up, again resting partly on
information that we had generated and partly on their own assessments.
Their figures, taking into account everything that we have done to the
index beginning in 1995 and projecting out through the end of 1999,
things we have already said we are going to do, their estimate was that
the things we had done would have slowed the rate of growth of the CPI
by about .7 percent per year.

Since they put their report out, we have made an announcement
about our use of the geometric mean formula in constructing the Index
and our assessment of the impact of that is a bit bigger than what they
had assumed so, adjusting that figure, it would come out to a total of
slowing the rate of growth of the index by .74 percent per year.

Representative Saxton. Thank you. One final question, and then
we will go to Mr. Hinchey.

Commissioner, if I may ask Mr. Dalton just one final question with
regard to inflation once again, as we are looking for signs of inflation
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because of the issues that we discussed earlier, do you see any signs, Mr.
Dalton, of inflation in the import price index?

Mr. Dalton. Import prices, as measured by our index, have been
declining for the last two years approximately. So if you look at it
historically, it is clear that there is very little inflationary pressure in
imports.

Representative Saxton. I have asked a series of questions about
inflation here this morning. It would be fair for me to conclude that
based on what we are seeing here almost across the board, with the
exception, perhaps, of a very slight indication of a small increase in some
labor costs, although weekly earnings have declined, that it is hard to find
any indication of inflation?

Mr. Dalton. Certainly, you can't find indications of inflation in our
recent history. What that says about the future is another issue, of course.

Representative Saxton. And both the CPI and the PPI are stable
and that import prices are falling?

Mr. Dalton. Correct.

Representative Saxton. Thank you. Mr. Hinchey.

Representative Hinchey. Thank you very much, Mr. Chairman.

This is a very interesting line of questioning and your answer is also
very interesting. Let me just ask you a couple of other questions along
those same lines.

There are some indications that we may be seeing labor shortages
in some parts of the country. Is there anything in your report that
indicates that labor shortages are showing up or about to show up
anywhere in the country, Commissioner?

Ms. Abraham. Unfortunately, we don't have the information to be
able to answer that question. What I would really like to have in hand at
this point to address that would be information tracking what is
happening to employers' vacancy rates, the number ofjob openings that
employers have, and what is happening perhaps to turnover rates. We
historically have not collected that information so I can not address your
question.

We have this year as part of the President's budget proposal that we
begin a job openings and labor turnover survey that in the future would
allow us, if this kind of question comes up, to have an answer, but we
don't have one at this time.
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Representative Hinchey. Okay. One of the reasons I asked the
question is because there has been some indication that tight labor
markets may be one of the reasons why we are seeing an increase in
wages, the kind of increase that you have reported to us today and in our
recent meetings. I just wonder how much of whatever increase there has
been in the CPI can be traced to any increase in wages? Can you address
that question?

Ms. Abraham. No. We really don't have any good way to do that.
Representative Hinchey. Okay. It appears that wages are rising

at a rate that is faster than overall prices. That is quite clear though, isn't
it?

Ms. Abraham. That is clear.
Representative Hinchey. So that would seem to suggest to me,

and I would like you to confirm this, that the nonwage part of price
increases may actually be falling?

Ms. Abraham. Well, there is an omitted factor there that you
would have to look at as well, and that is what is happening to
productivity. So if wages are going up, all else the same, eventually you
might expect to see that showing up in prices. But if productivity is
going up, too, then unit labor costs wouldn't necessarily be rising.

Representative Hinchey. Productivity, you reported, if I recall last
time, was going up at the rate of 2 percent. Now you are reporting that
productivity has slowed up, and the recent increase is only 2/10 of a
percent. Am I correct about those numbers?

Ms. Abraham. Those figures are a little bit apples and oranges.
We are seeing a 2 percent increase in business productivity over the year.
The figure reported for the most recent quarter was .2 percent, but,
putting that on an annual basis, it is .8 percent, which is still down a bit.
There is an issue with that productivity number, in my opinion, in that it
is calculated using data on an average, on weekly hours coming out of
our payroll survey.

I haven't been here for a couple months so I don't know if I have had
a chance to talk with you about an issue we have had with our payroll
survey in the way that we take into account the fact that the length of the
payroll periods for which people are reporting are different in different
months. We are going to be making an adjustment for that and, when we
make that adjustment, instead of showing hours having risen between the
fourth quarter and the first quarter, which, all else the same, it is going to
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make productivity look lower, our adjusted numbers are going to show
hours holding steady.

I think the bottom line is that, just taking that into account, the
productivity growth over the past quarter is likely to look higher than we
have reported, though there will be other things that affect our final
numbers as well.

What I am trying to say is that although these numbers might make
it look as though there had been a big slowdown in productivity in the
last quarter, I think there are technical reasons to think that that is not so
clear.

Representative Hinchey. Okay. Well, I am trying to penetrate the
opacity here and see this picture with a little more clarity. I am interested
in this question of whether prices are in fact falling. I am interested in
that in the global context as well as just the context of our own economy.
So if-

Ms. Abraham. Maybe-

Representative Hinchey. -if productivity growing at less than half
of what it had been, factoring that into the fact that wages are rising much
faster than inflation seems to be, does that tell us anything about the cost
of goods in the marketplace? It would seem to me that it says that the
cost of goods in the marketplace is falling. There have been some
indications of that with regard to automobiles and other durable goods
recently. I am wondering if you can confirm that.

Ms. Abraham. Yes. Speaking to that point specifically, there is a
clear indication that if you look at commodities prices, that would be the
automobiles, apparel, other commodities, that prices for those items
actually have been falling, as opposed to prices for services, shelter
prices, prices of other sorts of services which have been rising. So you
are seeing some declines in goods prices compared to services prices.

Representative Hinchey. There are implications here for at least
two things. There are implications for the prospect of disinflation, which
I think is something that we ought to keep our eyes on in the context of
the East Asia crisis. There are also implications here that seem to
suggest that wages can go up some more without triggering off any kind
of inflation. Would you agree with that or not?

Ms. Abraham. That just gets, I am sorry, beyond my expertise to
comment on.

Representative Hinchey. Okay.
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The other point, of course, is that as long as we keep our
productivity at a decent level, then wage gains can be accommodated
along with that productivity increase.

Ms. Abraham. Right.

Representative Hinchey. In fact, it appears that productivity
growth in the nonfarm area of the economy in the first quarter of this year
did lag behind a bit, and we know that productivity, is a critical
component to efforts to improve wages.

Ms. Abraham. Right. That is certainly true.

Representative Hinchey. I understand that the Bureau has recently
released a forecast of the demand for occupations over the next 10 years.
Could you describe that forecast for us, tell us a little bit about what the
typical wages would be for those jobs currently and what they might be
and what the educational requirements for those future jobs might be?
Do you have any information along those lines in the context of your
report?

Ms. Abraham. Not in the context of our report. We released, back
in November, our occupational projections, which are something we do
routinely every couple of years. As you indicated, they go out over a
horizon of about 10 years. So they are long-term projections of where we
think the occupational mix of employment is headed. I don't have with
me detailed information on specific jobs that are projected to be growing
in number. There is some general information that I can give you at this
point and then provide you with more details if you would like.

The projections are consistent with recent experience that jobs that
require higher amounts of education generally are projected to grow
faster in number than jobs that require less education. Business services
is projected to be a big part of the growth. Health care is projected to be
a big part of the growth. Services generally, of which those are a part,
are projected to be a big part of the growth in employment.

We do have information, and I just don't have it in my head, on the
wage levels of the jobs and so on, but I would give you that for the
record, if you would like it.

Representative Hinchey. Yes, I would. The Department of
Commerce recently put out some information indicating that we can
anticipate large growth in the area of information technology.

Ms. Abraham. That is another one that we also are projecting large
growth. I am sorry that I didn't mention it.

48-954 98 - 2
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Representative Hinchey. Whatever information you might have
on that, I think would be helpful. I would appreciate seeing it. I believe
the Chairman would also.

I am interested in pursuing this question of the reduction in the cost
of major goods. If you have any information that is not available to you
at this moment that you could provide, relative to declines in the cost of
durable goods and commodities and other aspects of the economy, I
would very much appreciate seeing that.

Ms. Abraham. I would be happy to provide that as well.

[Commissioner Abraham's response appears in the Submissions for the
Record.]

Representative Hinchey. Let me just ask one other question, if I
may, Mr. Chairman. That has to do with something you said a moment
ago, and I wanted to see if I understood it correctly. Did you say that the
rate of growth in the CPI as a result of the change in the market basket
had slowed by .74 percent?

Ms. Abraham. It was as a result of a whole set of things that we
had done beginning in 1995, fixing something that has been referred to
as formula bias, changing the way that we treat hospital services,
changing the way we treat prescription drugs, updating the market basket
was a piece of that, changing the way that we calculate the subindexes of
the CPI, changing our procedures to bring new items in more quickly, all
of those things together, the CEA has estimated, will slow the rate of
growth of the CPI by about, adjusting their numbers for the more recent
information, .74 percent per year.

Representative Hinchey. That would mean, then, that increases in
Social Security payments and pensions, things of that nature, will
increase at a rate slower, by .74 percent or so as a result of this change;
is that correct?

Ms. Abraham. Slower than they would have had we not made
these changes, though many of these changes already are reflected in, for
example, projections that people are making of Social Security costs.

Representative Hinchey. When you made these changes, did you
take into account the fact that older people use health care services more,
that older people have recourse to prescription drugs more than they did
in the past? It would seem to me that you would want to factor in those
particular costs - health care services, hospital costs, prescription drug
costs - at a more significant level than you might otherwise because
elderly people who are dependent upon Social Security would be
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penalized if their Social Security is going up at a rate slower than the
increase in the cost of health care and prescription drugs, just as two
examples?

Ms. Abraham. We produce two official CPIs. One is a CPI for the
entire urban population, the CPU-I. One is a CPI that covers wage
earners and clerical workers, the CPI-W. In producing those measures,
we use weights based on spending patterns that are appropriate for those
two populations.

Congress,,back when it was making a decision about indexation of
Social Security, picked the only measure that was available at that point,
which was the CPI-W, which is the one covering wage earners and
clerical workers. So by and large that population doesn't include the
elderly.

When we made the broader CPI-U available, it was decided to stick
with using the CPI-W for purposes of indexing Social Security. So we
do not, in constructing that measure, base it on the spending patterns of
the elderly. And, in fact, for that measure changes in the spending
patterns of the elderly would, as a general rule, not have any effect on it
at all.

Representative Hinchey. If I understand you correctly, the effect
of this is attributed to oversight or certainly something that may not be
intentional but nevertheless is resulting in less money for people who
may need more given the fact that the things that they rely upon more are
increasing in cost faster?

Ms. Abraham. I would like to draw a distinction between, if I
could, the measures that we produce, which I have just tried to describe
very briefly in terms of what their coverage is, and then policy decisions
which obviously are not our decisions, about whether and how those
measures get used.

Representative Hinchey. Okay. But I am interested in the effect,
not the process. We can correct the process if we understand the effect.
It seems to me that the effect is that older people under the present set of
circumstances are now likely to be penalized, through no fault of yours
but through a policy decision which, upon examination, may need
correction.

Ms. Abraham. We have made some efforts that I might make note
of to try to put together a measure that is based on spending patterns of
the elderly. It is an experimental measure that we produce. It has gone
up historically over the last 10 years or so by a few tenths of a percentage
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point faster than the CPI-U. In the past year or so, it has looked about the
same as the CPI-U. There are some caveats associated with that measure.
The only thing that we are able to do in putting it together is to take
spending patterns of the elderly and reweight the data that we already
have.

So we don't go back and try to go to the stores where the elderly are
shopping and price the specific items that they are purchasing. We are
just using the data we already have.

There are also issues that people have raised about how good of a
job we do of tracking medical care prices. But with those caveats, that
information is available.

Representative Hinchey. I thank you. I would like to follow up
with you on this question. Thank you very much.

Ms. Abraham. Okay.

Representative Hinchey. Thank you, Mr. Chairman.

Representative Saxton. Commissioner, thank you very much for
being here this morning. Let me just conclude with a thought. It has
been widely observed during the past several years that the policy of the
Fed has been to squeeze inflation out of the economy, and obviously the
Fed has been successful in doing so. The Bureau of Labor Statistics price
measures that you bring to us this morning show no evidence of inflation
continuing. Our economists on the Joint Economic Committee have
looked at what we call forward-looking indicators, including the 30-year
Treasury bond yield, including the cost of and projected cost of
commodities, including the value of the dollar. None of these indicators
that we refer to as forward-looking indicators show any evidence of
inflation whatsoever.

I would just conclude this morning by saying that given the lack of
inflation, a Fed move to increase interest rates now would be, in my
view, a mistake.

Thank you for being here this morning. We appreciate the
information that you have brought us, as well as your remarks and the
information that you have been able to relate to us about the lack of
inflation. Thank you very much.

Ms. Abraham. Thank you.

Representative Saxton. The hearing is adjourned.

[Whereupon, at 10:25 a.m., the hearing was adjourned.]
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SUBMISSIONS FOR THE RECORD

PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

I am pleased to welcome Commissioner Abraham and her
colleagues before the Joint Economic Committee (JEC) once again.

The payroll data released today shows that the business cycle
upswing that began in 1991 continues to expand employment. In April,
262,000 jobs were added to business payrolls. The household survey also
posted solid employment gains. The unemployment rate declined to 4.3
percent in April, its lowest level in 28 years.

The cyclical expansion also continues to improve the budget
outlook. As I suggested last winter, not only would this lead to a budget
surplus sooner than expected in 1998, but a spring revenue surprise
would lead to a large 1998 surplus. Once again the congressional and
Administration budget projections would be behind the curve. In the last
few days these official projections have been hastily revised yet again,
and the budget surplus estimates now range as high as $63 billion.

The economic and employment gains produced by this expansion
are well recognized. These gains have been sustained by the Federal
Reserve's policy of gradual disinflation. Lower inflation and interest
rates have stimulated the economy and generated a flood of revenue that
has erased the deficit. As a result, the national economic and fiscal
outlook remains bright.

However, the apparent recent leak of part of a Federal Reserve
directive suggests that some within the central band favor a tightening of
monetary policy. The strength of the economy and job market is one
factor behind this position.

In my view, an increase of interest rates by the Federal Reserve now
would be a mistake. The market price indicators used by the JEC -
commodity prices, bond yields, and the dollar - do not suggest inflation
now or in the foreseeable future. The standard inflation measures
prepared by BLS and others also show no sign of inflation. Without
evidence of current or future inflation, there is no reason for Federal
Reserve actions to raise interest rates. Only if forward-looking or other
inflation indicators start to show building price pressures should such a
move be considered by the Federal Reserve.
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PREPARED STATEMENT OF

KATHARINE G. ABRAHAM, COMMISSIONER

Mr. Chairman and Members of the Committee:

I would like to thank you for this opportunity to comment on the
labor market data released this morning.

Employment rose and unemployment fell sharply in April.
Nonfarm payroll employment increased by 262,000, following
essentially no change in March. The April increase is in line with the
average monthly gain for the prior 12 months. The jobless rate dropped
four-tenths of a percentage point to 4.3 percent. The unemployment rate
had held fairly steady from November of last year through March.

Nearly all of the net employment growth in April occurred in the
service-producing sector of the economy, with the services industry alone
adding 139,000 jobs. Business services payrolls grew by 60,000, mostly
in help supply services and in cormputer and data processing. Over the
past year, business services has added nearly half a million jobs.
Engineering and management services added 19,000 jobs in April,
sustaining the faster pace of job growth that started last spring.
Employment in health services rose by 14,000; growth thus far in 1998
has been slightly below the trend exhibited in 1997.

Elsewhere in the service-producing sector, retail trade employment
rose by 44,000, more than making up for a modest decline in March.
Even with the April increase, however, retail employment growth has
been slow so far this year. The April increase was confined largely to
eating and drinking places and department stores. The finance and real
estate industries each added 12,000 jobs over the month, continuing a
pattern of solid job expansion that is related to a buoyant stock market,
low interest rates, and a strong-housing market. Job growth continued,
in particular, among security brokerages, mortgage banks and
brokerages, and real estate firms.

Employment in wholesale trade rose by 11,000 over the month,
below the average monthly gain during the past year. The number of
jobs in transportation and public utilities showed little change in April.

In the goods-producing sector of the economy, construction
employment rose by 35,000 in April after showing weather-related
weakness in March. Since October of last year, the industry has added
an average of about 30,000 jobs per month, twice the rate of job growth
as in the 12 months prior to October. It is difficult, however, to separate
the influence of strong housing demand from the effects of this year's
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unusual winter weather patterns on the recent movements in construction

employment. April job gains in the industry were concentrated in heavy

construction and among special trade contractors.

Manufacturing employment declined by 10,000 in April, its third

month of weakness following a gain of 169,000 between September and

January. April job losses were generally small, but widespread. Most of

the weakness was in nondurable goods, with a notable job decline of

6,000 in apparel. In durable goods, small job losses occurred in

electronic components and in industrial machinery, industries that had

been adding workers at a fairly steady clip during 1997.

Average weekly hours in manufacturing fell by 1I.1 hours in April.

Although much of this decline reflects the fact that the Easter weekend

fell during the survey reference period, I would note that manufacturing
hours have been drifting down since the beginning of this year, another

indication of weakness in the industry. Average hourly earnings for all

private production workers increased by 4 cents in April, and are up 4.4
percent over the year.

Turning to data from our survey of households, the number of

unemployed persons declined by 670, 000 in April to 5.9 million and the

unemployment rate fell by four-tenths of a percentage point to 4.3

percent. The major demographic groups generally shared in the

improvement. Notably, the jobless rate for adult men dropped by half a

percentage point to 3.4 percent, and the rate for teenagers fell nearly 2
percentage points, to 13.1 percent.

Declines occurred over the month in the number of persons who

were unemployed because they were on temporary layoff and among

those who had left their jobs voluntarily to look for new ones. There also
was a substantial drop in the number of persons who had been without
work for 15 weeks or more.

The number of persons employed part time even though they would

have preferred full-time work also declined in April, to 3.7 million.

Among those not in the labor force, the number of persons referred to as
"marginally attached" to the labor market was 1.3 million (not seasonally

adjusted) in April, down slightly from a year earlier. These are persons
who indicate that they want a job and are available to take one, and have
tested the job market in the past year. They are, however, not currently

working or looking for work. The number of discouraged workers, a

subset of this group who indicate that they have given up their search for

work because they feel that there are no jobs available for them or none
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for which they would qualify, was 344,000 in April, about the same as a
year earlier.

Civilian employment rose by 389,000 in April. The proportion of
the population age 16 years and older that is employed, at 64.2 percent
in April, tied the record-high level first reached this past January.

In summary, employment rose in April, although there was some
weakness in manufacturing. Unemployment fell sharply after holding
fairly steady for several months, but, as always, we should be cautious
about putting too much weight on any one month's data.

My colleagues and I would be glad to answer your questions.
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THE EMPLOYMENT SITUATION: APRIL 1998

Employment increased, and unemployment fell sharply in April, the Bureau of Labor Statistics of the
U.S. Department of Labor reported today.

The unemployment rate declined to 4.3 percent in April; from November through March, the rate had
been either 4.6 or 4.7 percent Nonfarm payroll employment grew by 262,000, following a small decline
in March. Manufacturing was weak for the third straight month.
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Unemnlovment (Household Survey Data)

The number of unemployed persons declined from 6.5 to 5.9 million in April, and the unemployment
rate fell from 4.7 to 4.3 percent. This improvement was widespread across the major demographic
groups. Unemployment rates in April were 3.4 percent for adult men, 4.1 percent for adult women, 13.1
percent for teenagers, 3.6 percent for whites, 8.9 percent for blacks, and 6.5 percent for Hispanics. (See
tables A- I and A-2.)

Across the major educational attainment categories, the largest unemployment rate declines for
persons 25 years of age and over took place for those with a high school diploma only (to 3.9 percent)
and for those with some college experience but no bachelor's degree (to 2.7 percent). The jobless rates
were 7.0 percent for those with less than a high school diploma and 1.7 percent for college graduates.
(See table A-3.)
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Table A. Major eindetors of labor market activity, seasonally adjusted
(Numbers in thousands)

Quarterly averages Monthly data Mar.
Category 1997 1998' 1998' Apr.

I IV I Feb. I Mar. I Apr. change

HOUSEHOLD DATA

Civilian labor force..........................

Em ploym ent...............................
Unemployment............................

Not in labor force.............................

All workers.......................................

Adult m en..................................
Adull wom en..............................
Teenagers ....................................
W hite: ........................................
Black...........................................
Hispanic origin...........................

ESTABLISHMENT DATA

Nonfarm employment.......................
Goods-producing'......................

Construction..........................

Manufacturing .-....--..-----
Service-producing'.....................

Retail trade............................

Services.................................
Governm ent...........................

'Total private.....................................

Manufacturing ..............................
Overtim e................................

Total private......................................

Average hourly earnings.

total private..................................
Average weekly earnings,

tntal wivate -.

Labor force status

136,813 137.524 137,557 137,523 137,242 -281
130,421 131,080 131.163 130,994 131.383 389

6.392 6,444 6393 6,529 5.859 -670
67, 1 23 66,871 66.844 67,024 67,489 465

Unemployment rates

4.7 4.7 4.6 4.7 4.3 -0.4
4.0 3.8 3.8 3.9 3.4 -5
4.01 4.3 4. 4.3 4.1 -.2

15.1 14.6 14.71 15.0 13.1 -1.9
4.0 4.0 3.9 4.1 3.6 -.5
9.7 9.4 9.7 9.2 8.9 -.3
7.4 6.9 6.8 6.9 6.5 -.4

Etmployment

123,487 p124,430 124,524 p124,500 p1
2

4.
7
62 p

262

24,899 p25,131 25.174 p25,079 p
2

5. I 00 p21
5,693 p5,838 5,878 p

5
,
793

p5,828 p
35

18,633 p
18

,
720

18.723 p18,716 p18.706 p-10
98,588 p99,299 99,350 p99,421 p99,662 p241
22,370 p22.465 22,479 p22,453 p

22
,49

7
p

44

36,108 p3
6
,508 36.534 p36572 p3

6
,
7

11 p
139

19.761 p19,802 19,812 p19,814 p19.833 p19

Hours of work'

34.6 p34.8 34.9 p7 p34P4 p-0.3
42.1 p42.:0 42.0 p

4
1.8 p407 p7.l1

4.9 p4.8 4.8 p4; p3.9 p-.8

Indexes of aggregate weekly hours (1982=100)'

142.21 p143.91 144.51 p143.51 p142.9 p-0.6

EarningsJ

S12.45 pS12.58 $12.59 p$12.63 pS12.67 pSO.04

431.30 p437.78 439.39 p438.26 p435.85 p-2.41
' Beginning in January 1998, household data reflect new composite estimation procedures and revised
population controls.
'I ncludes other industries. not shown separately.
' Data relate to private production or nonsupervisory workers.
p=preluniary.

.. _

___ I .. . ..... ..............................
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The number of persons unemployed for less than 5 weeks declined by 226.000 to 2.6 million in April,

after rising in March. The number unemployed for 15 weeks or longer, 1.4 million, also fell over the

month and has declined by 630,000 over the year, after adjustment is made for changes in the composite

estimation procedure. The number of unemployed job losers on temporary layoff and the number of job

leavers both fell over the month. (See tables A-6 and A-7.)

Total Employment and the Labor Force (Household Survey Data)

Total employment rose by 389,000 in April to 131.4 million. Over the year, employment has risen by

2.3 million, after adjusting for changes in the composite estimation procedure. The employment-

population ratio-the proportion of the population age 16 and older with jobs-returned to its all-time

high of 64.2 percent in April. (See table A- 1.)

About 7.9 million persons (not seasonally adjusted) held more than one job in April. They comprised

6.1 percent of the total employed. (See table A-I 0.)

The civilian labor force, 137.2 million (seasonally adjusted), was about unchanged over the month.

The labor force participation rate edged down to 67.0 percent. (See table A- I.)

Persons Not in the Labor Force (Household Survey Data)

About 1.3 million persons (not seasonally adjusted) were marginally attached to the labor force in

April, down about 200,000 from a year earlier. These were people who wanted and were available for

work and had looked for a job sometime in the prior 12 months but were not counted as unemployed

because they had not searched for work in the 4 weeks preceding the survey.

The number of discouraged workers-a subset of the marginally attached who were not currently

looking for work specifically because they believed no jobs were available for them-totaled 344,000 in

April, essentially unchanged from a year earlier. (See table A-10.)

Industry Payroll Emplovment (Establishment Survey Data)

Nonfarm payroll employment rose by 262,000 in April, after seasonal adjustment, following a small

decline in March. Employment in construction, services, and retail trade rebounded in April, after

showing weakness in the prior month. Finance, insurance, and real estate continued its strong growth,

while manufacturing payrolls edged down. (See table B- I.)

Within the goods-producing sector, construction added 35,000 jobs, seasonally adjusted, following a

weather-related decline (-85,000) in March. Since last October, employment in this industry has

expanded by 178,000.

Manufacturing employment declined by 10,000 in April. Between September and January, factory

employment rose by 169,000; in contrast, since January. 16,000 jobs have been lost. In April, declines

occurred in electronic components (4,000) and industrial machinery (-2,000). Until February, both

industries had shown strong and consistent growth for about a year. The apparel industry continued to

shrink, losing 6,000 jobs in April, and employment in paper and allied products declined by 3,000 over

the month. In contrast, job growth continued in furniture, and employment rose by 3,000 in stone, clay,

and glass products, offsetting the prior month's decline.

In the service-producing sector, the services industry added 139,000 jobs, following a relatively small

rise(38,000) inMarch. Help supply services gained 30,000 jobs in April, after a decline of 21,000 in the
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previous month. Employment growth remained strong in computer services (20,000) and engineering
and management services (19,000). Employment in agricultural services rose by 10,000, after 2
consecutive months of losses. Following weakness in March, health services showed a moderate
employment increase of 14,000 in April. Gains in hospitals and doctors' offices were partly offset by
continuing losses in home health care.

Low mortgage rates and a strong stock market contributed to employment gains in finance,
insurance, and real estate. The number of jobs in real estate grew by 12,000 in April, and employment in
mortgage brokerages rose by 4,000. Security brokerages continued to exhibit strong growth, adding
3,000 jobs over the month.

Wholesale trade employment grew by 11,000 over the month, with durable goods distribution adding
7,000 jobs. In retail trade, eating and drinking places added 33,000 jobs, recouping much of its March
decline.

Employment in transportation and public utilities was relatively flat in April. A large gain in trucking
(14,000) was offset by declines in air transportation and in local transportation (both -7,000).
Govemment employment was little changed over the month.

Weekly Hours (Establishment Survey Data)

The average workweek for production or nonsupervisory workers on private nonfarm payrolls
declined by g Qgin April to 34.4 hours, seasonally adjusted. The manufacturing workweek dropped
by 1. I hour to 40.7 hours, and factory overtime fell by 0.8 hour to 3.9 hours. These declines reflect, in
large part, the unusual timing of the Easter weekend in relation to the survey reference period. (See
table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls declined by 0.4 percent to 142.9 (1982=1 00), seasonally adjusted. The manufacturing index
declined by 2.7 percent to 106.0. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls
increased 4 ,ts in April to$12.67, seasonally adjusted. Reflecting the decline in the workweek,
average weekly earnings decreased by 0.5 percent to 5435.85. Over the year, average hourly and
weekly earnings have risen by 4.4 and 4.1 percent, respectively. (See table R-3.)

The Employment Situation for May 1998 is scheduled to be released on Friday, June 5, at 8:30 A.M.
(EDT).

Red in the Fabihimut Suarv Dat
With te releas of May data as lau, BLS wil intrddue Inviwsions m the esbillishm-based sames on nonrism

ayrio empiyOMen bwurs, wid earap to te tw regulr umin bwdnu ai justroem vil updated seoasom
funnent twaws. Thin yeses bendas I } rcens affects dl iisalj l W isate So fran Audi 1996 fibwud.

DIS ahto will mypnnt loiwies to T1hsasia 4asdn pa ftr 12wttnn eantia sawes to
cabn ftr di dtin relte to d2 etHod of filasg for 12w Eying legt of Hiyol pFitbe a U tes l

All sotally wldj employmnet sats will be tevised fresn Jasuay 1993 fbwar flw tI tDs midaiug
meswill berevised fran Jmaiy 1989 fesww to itwep n2w ww mdidogy. Seasoa adiansem fugn

foryMmdi dtgh Ckcb 1998 will be availalstc a May 29, 1 wek nnr o 12w elie of 12w Ma D rm ib, t 21wnenu4 t/scsbls.goc v/hmeas). FOr2 infrmnusia on these teviewat is available by calin



26

Explanatory Note

This news relcase presents stausuos from two major surveys. the

Current Population Survey (household surveyl and the Cuerent

Employment Statistics survey (establishment survey). The household

survey prvides the information on the labor fouc, employment, and
unemployment that appears in the A tables. marked HOUSEHOLD

DATA. It is a sample survey of about 50.000 households conducted

by the Bureau of the Census for the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on the

employment, hours, and earmings of workers on nonfarm payrolls that

appears in the B tables, marked ESTABLISHMENT DATA. This

informauon is collected from payroll records by BLS in cooperation

with State agencies. In June 1997. the sample included about 390.000

establishments employing about 48 million people.

For both surveys. the data for a given month relate to a particular
week or pay penod. In the household survey. the reference weok is

generally the calendar week that contains the I2th day of the month. In

the establishment survey, the reference period is the pay persod

including the 12th. which may or may not correspond directly to the

calendar week.

Coverage, definitions, and differences
between surveys

Household sersey. The sample is selected to reflect the entire

civtlian noninsiuauonal population. Based on responses to a serie of
questions on work and job search activities, each person 16 yeanr and

over in a sample household is classified as employed, unemployed, or

not in the labor fouce.

People ar classified asempoyed if they dtd any work at all as paid

employres during the reference weak; worked in their own busineus,

profession, or on their own (aus, or worked without pay at least 15

hoor inafaunilybusinessorfarm. Peoplearealsocountedauemployed

if they were temporarily absent fmmtheirjobs becauseof ilUess. bad

weather, vacation, labor-management disputes, or personal reasons.

People am classified asune-plyedifthey meet all of the following

criteria. They had noemploymne during the reference week; they werc

avatlble for work at that lime; and they made specific efforts to find

employment sometime during the 4-week period ending with the

referenceweak. Personslaidofffrom ajobandenpecungreall need

notbelooking forwork tobecissumed uasemployed Theanemploymere

data denved from the household surey in no way depend upon the

eligibility for or receipt of unemployment insurance benefits.

The miram lanborfo-ce is the sum of employed and unemployed

persons. Those not clussifiedasemployed orunemployed arssoithd

baorforre. The unemployiee rote is the number unemployed as a

percent of the labor foue. The laborfoame panric 4sapios nae is the

labor foue as a peivent of the popudlaon. and the eomplysen-

population rado is the employed as a percent of the population.

Estabtishment ssyey. The sample estabblshments ae drawn from

prvate nonfarm bhtinesses such as factories. offices, andstores, as well

as Federl, Suate. and local government entities. Employeesnonnotfann
payrolls am those who eceived pay for any part of the reference pay

period, including perons on paid leave Penons ae counted in each

job they hold. Hours nnd e-resn gs data ace for private businesses and

relate only so produclton workers in the goods-protd.ctg sector and

noosupemvisory workers to the service-prodacing sector.

Differenees in employment estimates. The numerous conceptual

and methodological differences between the household and

establishment sur-eys resultinimporuanl disatnctionsin the employment

esttmates denved from the surveys. Among these are:

* The household survey includes agriculturul workers, she scIf-

employed. unpaid family workers, and pritate household workers mong

the employed. These groups re nocluded from the esblishment survey.

* The household survey includes people on unpuid leave among the

employed. The establishment suney does nou.

* Thehousehold survey is limitedto workers 16yearsofageandolder.

The essablishment survey is not limited by age.

* The household survey has no duplication of todividoals, because

tndivtduals aecountedonlyonce. evus if they hold more ha one job. In

the establithment survey, employees working au more than one job and

thos appearing on more than one payroll would be counted separately for

each appearance.

Other differences between the two surveys am described in

"Comparing Employment Esumntes from Household and Payroll

Surveys." which may be obtained from BLS upon request

Seasonal adjustment
Over the course of a year, the sitz of the nation's oabor force and

the leels of employmnle and unemployment undergo shup fluctuatious

due to such seasonal cvems as changes in weather, reduced or

eupanded production. harvests. major holidays, and the opening and

closing ofrschools. The effect of such seasonal vaation can be vcry

large; seasonal fluctuations may account for as much as 95 percent of

the month-to-month changes in unemployment.

Because these seasonal events follow a more or Iss regular pante.

each year, their influence on statistical trends can be eliminated by

adjusting the stattstics from month to month. These adjustments make

nonseasonal developments, such as declines in economic activtty or

increases in the parstcipation of women in the labor foce. castir to

spot. Forexample, the luge nsmberof youth entering the laborforce

each June is likely to obscure mny other changes that bove taken place

reatve to May, making is difficult to determine if the level of

econminc acdvity has nsen or declined. However, becasun thue effcct

of students finishing school in prewoust years is known. the stantiscs

for the cuarent year can be adjusted to allow for a comparable change.

Insofu as the seasonal adjustment is made correctly. the adjusted

figure provides a more usehu tool with which to analyzce changes in

economc atNitty.
In both the household and establishment surveys, most seasonally

adjusted seuies ae independently adjusted. However. the adjusted

series for many major estimates. such as totad payroll employment,

employmentn most major industry divisions, total employment, and
unemployment are computed by aggregating independently adjusted

component neries. For example, toad unemployment is dnrtved by

summing the adjusted series foe four major agc-sea components: this
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differs from the unemployment estimate that would be obtained by
directly adjusttng the total or by combining the duraton. reasons, or
more detailed age categoties.

The numical facors used to make the seasonal adjustments are
recalcdlated twice a year. For the household survey, the factors are
calculatedfortbdJamuray-Junepeinodand agxmnfortheJuly-Oecember
pettod. Foe the establishment uvey, updated factors for seasonal
adjuastent are calculated for the May-Octber period and introduced
along with new benctunark. and again for the November-April penod.
In both rveys. revsisons to histoical data arm made once a year.

Reliability of tOm etimates
Statsstics based on the household and establtshment surveys are

subject to both sampling and nonsampling error. When a sample rasther
than the einsre populaion is surveyed there is a chance that the sample
estimates may differ from the meruc" population values they represent.
The ct difference, or mpig eor, vanes depending on the
partcular sample selected. and Ihis variabibty B measured by the
srandard rnor of the esimat There is about a 90-percent chirer, or
vdel of confidence, thuatnestimae based on a sample will differbyno

more than 1.6 standard etrrsn from the "true- population value becane
of sampling error. BLS analyses am generally conducted at the 90-
percent level of cofidence.

F rexample.he confidence interval for the monthly change in total
employment from the household survey is on the orderof plus or minuu
376.000. Suppose the estimate of total employment increases by
100.000 fron one month to the next The 90-percent confidence
interval on the monthly change would range from -276.000 to 476,00
(100.000 +/- 376,000). These figures do not mean that the sample
results are off by these magntudes. but rather dhau there it about o 90-
percent chance that the true" over-the-month change lies wsthin this
interval. Siacethisrangeiinclades valueof lessthan zerow couldnot
say with confidesee that employment had. in fact, incrased If.
horever, thereportedempleymentri wahlfanillion. denallofthe
values witsin the 90-percent eonfiduence interval would be greauor than
zem. In this ceas I it Ikely (at least a 90-percent chance) that an
employment nie had, in facrt occurred. The 90-percent confidence
interval for the monthly change in unemployment is +/- 258,000. and
forthe monthly change in the unemployment rare itis +1 .21 percentage
point.

In general, estimates involving many individuals nrestahlishinen,
have low standard errors (relative to the siz of the estimate) than
estmates which are bahd on a small number of obtervatons. The
precision of estimau is also improved when the data are cutnulated
over time such as for quaterly and annual averger. The ausd
adjustment process con alim improve the slability of the monthly
estimates.

The household and establshment surveys am alto affected by
,onsaaspling error. Nomsampling ensons can occur for many reasons.

including the failure to sample a segment of the population. inability to
obtain infot Doatn for all respondents io the sample. intbility or
unwtilingrnes of-resp r m toptovdec irornfaonaoin atmely
baus mites made byepodens. and error made the collctDon
or processing of the data

for enaple. in the etuablishment survey. estimates for the most
recent 2 morttd are based on ubstantally incomplete tems; for this
reason. these esttmates are labeled prelminary in the tables. It is only
after two succesaive revisions to a monthly estimate, whets nearly all
sample reports have been received. that the estimateis considered final.

Another major source of nonsamplng eator in the esablishment
survey is the inability to capture, on a timely basis. employment
generated by new firms. To correct forthis systematic underestimation
ofemploynent growth (and other soarcsof eror). a process known as
bias adjustment is included in the survey's estsmatsng procedures.
whereby a specified number of jobs is added to the rmotdy sample-
based change. The sizeofthe monthly bias adjustment ts based largely
on past relationships between the sample-based estimates
of employmnte and the total counts of employment described below.

The sample-based estimates from the establishment survey are
adjusted once a year (on a lagged bests) to universe counts of payroll
employmettoatnedlfmmadminimstrraverecods oftlscnemploymcn,
inurance program. The differencer between the March sample-based
employment estimates and the March uanversc coonts is known as a
benchmark revision, and serves as a rough proxy for total survey etor.
The new benchmarks alao incorporrte changes in the clasuification of
industries. Over the past decade the benchmark revision for total
nonfarm employment has averaged 0.2 percent. ranging from zem to
0.6 percent.

Additional statistics and other InformatIon
Mom comprehensive stattstics am contained in Estrploynir and

Earning, publtshed each monrth by BLS. It is avilhble forS17.00per
issue or S35.00 per year from the U.S. Government Printng Office.
Waslhington. DC 20402. All orders must be prepaid by aending a check
or money order payable to the Superintendent of Documents, or by
chargsng to Mastesmand or Visa

Employment and E-sig, aelo provides measures of sampling
esmr for the household survey data published in this release. For
unemployment andother lahor force categories, thes measures appear
in tablies I -B through I -H of its "Explanatory Notes." Measures of the
relDabslity of the data drawn from the establishment survey and the
actual amounts of revision dne to benchmark adjustments arm provided
in uables 2-B through 2-G of that publicaDon.

Infornation in this releaue will be made avarlable to sensory
impoired individuals upon request Voice phone: 202-606-STAT;
TDD phone: 202-606-5897; TDD message referral phone:
1-800-326-2577.
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U. S. Depariment of Labor Conrernssiorter
Bureau of Labor Statstircs
Waington, D.C. 20212

MAY 27 198

Honorable Maurice D. Hinchey
Joint Economic Committee
House of Representatives
Washington, D.C. 20515

Dear Congressman Hinchey:

At the Joint Economic Committee hearing on May 8, you asked
that I provide you with information from the Consumer Price
Index (CPI) program on the experimental CPI for the elderly
and the recent behavior of commodities prices. In
addition, you asked that I provide you with information on
our occupational employment projections.

I have enclosed a table (Enclosure 1) that shows the
experimental CPI for the Elderly (CPI-E) from December 1982
through April 1998. This index was compiled in response to
the 1987 amendments to the Older Americans Act of 1965,
which directed the Bureau of Labor Statistics to develop an
experimental measure of change in consumer prices for those
62 years of age or older. The index was compiled by taking
existing samples of areas, outlets, and prices used in
producing the CPI for All Urban Consumers (CPI-U) and
weighting the prices by the spending patterns of the
population of older Americans. The article Experimental
price index for elderly consumers (Enclosure 2) provides
more detail on the scope and important limitations of this
measure.

In response to your request for further information on the
recent behavior of prices of commodities, I am enclosing a
table (Enclosure 3) that provides annual percentage changes
for the overall CPI-U, and for selected components, from
1993 through the present. This table is intended to
facilitate the comparison of recent rates of price change
for commodities with those for services. It is interesting
to note that, as was discussed at the hearing, the growth
in commodities prices decelerated in 1997, even excluding
the volatile food and energy components from consideration.
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Honorable Maurice D. Hinchey--2

MAY 27 198

The decline in the index for commodities thus far in 1998,
however, is directly attributable to the sharp drop in
petroleum-based energy prices.

I also have enclosed two publications that present
information related to your question about occupations that
are projected to have significant growth and the wage
levels of those occupations. Much of that information is
available in the Winter 1997-98 Occupational Outlook
Quarterly (Enclosure 4), which presents a graphical summary
of the Bureau's 1996-2006 projections. The charts on pages
14 and 15 present the 20 fastest growing occupations and
the 20 occupations projected to have the largest numerical
growth. The chart indicates how each occupation ranks in
terms of earnings--very high (VH) indicates it ranks in the
top quartile, high (H) in the second quartile, low (L) in
the third quartile and very low (VL) in the bottom
quartile. The chart presenting the fastest growing
occupations indicates that the three fastest growing
occupations are associated with computer technology and
have very high earnings. Of the 20 fastest growing
occupations, 13 have above average earnings. You also may
be interested in the information on pages 17-23 that
identifies occupations having above-average projected
growth, above-average earnings, and a below-average
unemployment rate.

The second publication, Occupational Projections and
Training Data (Enclosure 5), presents information on the
projected growth of more than 500 occupations (see table 1
on page 8). The quartile rankings of earnings for each
occupation also are presented. In addition, for each
occupation information is presented on the usual
educational or training requirement, percent self-employed,
and quartile ranking by unemployment rate and percent who
work part time.
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Honorable Maurice D. Hinchey--3

MAY 2 7 98

Please let me know if you have any questions about the

materials that I have provided.

Sincerely yours,.

KATHARINE G. ABRAHAM
Commissioner

Enclosures



Table 1. Experimental conaumer price Index for older Americans, for a*t Itma and for CPI major expenditwe groups
(December 1962s100, unless athenrwe stated)

Food and Education and Other goods
Uenthyear ARl homs baverages Housig Apparel Transportuaton Medical ase Recreation (1) communication (1) and e avicea

Dec-82 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Jan-83
Feb-83
Mar-88
Apr-83
May-63
Jun-83
Jul-83
Aug-83
Sap-83
Oct-83
Nov-83
DOec-83

Jan-84
Feb-84
Mar-84

. Apr-84
May-64
Jun-84
Jul-84
Aug-94
Sep-84
Oct-84
Nov-4
Dec-84

100.4
100.5
100.6
101.2
101.7
102.0
102.4
102.7
1032
103.4
103.6
103.7

1 04.4
105.1
105.3
105.7
106.0
106.3
106.7
107.2
107.6
107.8
107.9
108.0

100.5
100.9
101.5
102.0
1022
1022
102.3
102.3
102.4
102.5
102.2
102.7

104.9
106.0
100.0
106.0
105.6
105.9
106.3
108.9
106.8
106.7
106.6
106.8

100.5 96.5
100.6 99.0
100.6 100.3
101.1 100.9
101.6 101.2
102.0 101.1
102.4 100.7
102.6 102.2
103.1 104.0
1032 104.0
103.3 103.9
103.4 103.2

104.0 101.5
104.7 101.4
104.8 103.3
106.3 103.5
105.7 103.3
106.1 10ZS
106.8 101.7
1072 103.7
107.7 106.0
107.7 106.7
107.6 106.3
107.8 105.S

99.5
98.5
97.7
9a4
100.6
10113
101.9
102.4
102.7
103.1
103.4
103.4

103.4
103.4
103.7
104.4
105.2
105.4
105.4
105.5
105.7
106.3
106.5
106.5

101.0
102.1
102.4
102.7
102.9
103.2
10S.8
104.5
104.8
106.3
106.8
100.2

107.2
108.3
108.7
109.0
109.3
109.6
110.3
110.8
111.1
111.7
112.3
112.7

1012
101.9
101.9
102.6
102.7
108.0
104.0
104.7
105.9
108.3
106J9
107.2

107.8
1062
I0.A
108.7
108.9
109.4
1102
110.5
111.8
11LS
112.7
112.t

113.6
1142
114.4

Jan-85 108.3 107.6 108.0 103.4 106.2 113.5
Feb-86 108.9 109.6 108.6 104.3 106.1 114.3
Mar-85 109.2 108.8 108,9 106.4 106.9 115.0

'9.-
Cn



Food and Educallon mad Ote goods
Montplrw ANl am bgcmpo Housing Appami ranponflton Medical care cIecrealon comeeuidctlDI and mwvic

Apr.85 109.7 108.5 109.3 106.9 108.0 116.S 114.6
May-85 110.1 108.3 110.1 106.5 108.6 116.0 115.1
Jun-85 110.5 106.4 110.7 106.0 106.8 118.6 115.4
Ju145 110.8 106.5 111.0 104.8 109.0 117.3 116.1
Aug-85 111.1 106.5 111.4 106.2 106.7 118.1 116.6
Sap.85 111.4 106.5 111.7 100.7 106.5 118.6 117.9
Ocl85 111.7 108.6 111.9 109.5 108.9 119.2 118.5
Nov-85 112.1 108.9 112.2 109.6 109.7 120.0 118.6
Dec.85 112.4 109.7 112.5 108.4 110.0 120.5 11Q.0

Jan-86 112.9 110.7 112.8 106.0 110.1 121.6 119.9
Feb-88 112.7 110.7 112.6 105.7 106.6 122.9 120.4
Mar-86 112.3 110.8 112.6 107.0 105.5 123.9 120.8
Apr488 112.3 111.1 113.0 107.5 103.4 124.6 121.1
Ma'.86 112Z6 111.4 115.1 108.8 104.3 125.1 121.3
Jun486 113.1 111.4 113.8 105.7 105.3 125.8 121.5
Jul-65 113.3 112.5 113.9 105.2 104.2 126.7 122.Z
Aug.88 113.6 113.4 114.1 107.3 i10.1 127.5 122.7
Sep-86 114.1 113.5 114.5 110.0 103.4 128.1 123.9
Oc-886 114.2 113.7 114.3 110.5 103.5 128.9 124.3
Nov86 114.2 113.9 114.0 110.4 104.2 129.6 124.5
Dec-88 114.4 114.1 114.1 109.1 104.5 130.3 124.0

Jan.67 115.2 115.5 114.8 107.1 105.8 131.0 125.8
Feb-87 115.7 118.0 115.2 107.8 106.3 131.8 126.4
Mar-87 116.1 115.9 115.7 111.5 108.5 132.5 126.8
Apr-87 116.7 116.2 116.1 113.5 107.3 13S0 127.1
May-87 117.1 116.9 118.6 113.0 107.7 133.4 12t.5
Jun487 117,7 117.5 117.3 110.9 108.4 134.0 127.9
Ju1-87 117.9 117.2 117.7 106.4 109.0 134.8 128.7

Aug487 118.6 117.2 118.5 111.1 109.6 135.3 129.3
Se-67 119.0 117.8 118.6 115.5 109.7 135.8 130.6
Oct-87 119.3 117.7 118.6 117.6 110.0 136.4 130.9
Nov87 119.5 117.5 118.6 117.6 110.8 136.9 151.1
Dec-87 119.5 116.2 118.7 114.3 110.5 137.2 131.4



Food and Education and Olier goodsMonthWear Al rlmos beveragea Housing Apparel Transportation Medical cae Rweeon communication and searvoemJan48 120.0 119.2 119.6 111.9 110.1 198.5 132.7Feb4-8 120.3 119.2 119.9 112.0 109.7 139.5 133.8Ma-88 120.9 119.4 120.5 116.3 109.5 140.4 134.3Apr-88 121.5 120.1 120.8 119.0 110.2 141.0 134.5
May48 121.9 120.6 121.2 118.9 111.1 141.8 134.9Jun-48 122.5 121.1 122.0 118.8 111.5 142.3 135.3Ju-88 123.0 122.4 122.5 114.8 111.9 143.7 136.4Aug-88 123.6 123.0 123.1 114.8 112.5 144.4 137.0Sep-88 124.2 123.9 123.3 120.1 112.8 145.2 138.8Oci-Ol 124.6 124.0 123.3 123.3 112.8 1462 139.1NOv-88 124.8 123.8 123.4 122.4 113.5 146.9 139.6Dec9-8 124.9 124.2 123.7 120.0 113.7 147.5 140.1

Jan-89 125.7 125.8 124.3 117.0 114.0 149.1 142.2Feb-89 126.3 128.8 124.7 117.2 114.5 150.8 143.0
Mar-89 t27.1 127.3 125.4 122.0 114.8 151.7 143.5Apr-89 127.9 128.1 125.8 124.2 117.6 152.5 143.9May49 128.6 128.9 126.1 123.2 119.0 153.3 144.9Jm-8S 129.0 129.0 126.9 120.2 118.9 154.4 145.9Jul89 129.6 129.6 128.0 117.4 118.4 155.8 146.8Aug-88 129.8 129.8 128.4 118.9 117.4 156.9 148.1Sp89 130.0 130.1 128.5 117.1 117.7 157.5 148.5Oct-89 130.8 130.8 128.9 120.5 118.5 158.7 149.0Nov-89 131.1 131.1 129.2 120.1 119.1 160.1 149.2Dec-89 131.4 131.6 129.6 116.6 119.3 160.8 160.4

Jan-40 13390 135.2 130.9 114.0 121.4 18Z6 151.7Feb-90 133.6 138.2 131.0 118.0 121.4 164.4 152.4Mwr-G 134.4 138.2 131.8 123.0 121.3 166.1 153.2Apr-90 134.6 135.7 131.7 124.3 121.8 167.3 154.0
May-G 134.9 135.8 132.0 123.4 122.3 168.7 164.7
Jun-G0 135.8 138.5 133.2 121.0 122.8 170.0 168.0
Jul-90 138.8 137.4 134.3 118.5 123.0 172.0 157.4Aug-G0 137.9 137.6 136.6 120.0 125.3 173.7 158.1Sep-90 138.8 137.7 135.8 123.9 128.0 174.7 159.3



Food and Education and Other goode

Monthlyw ANl Na beverage Housing Apparel Tranaporlalon Medical care Receation communiecalon and eaviee

OCI-90 139.6 138.1 136.1 126.0 130.8 176.3 159.0

Nov-90 140.0 138.5 136.0 124.8 1S2.1 177.8 180.3

Dec-80 140.1 138.7 136.1 122.4 132.6 178.9 161.3

Jan41 1412 141.1 137.6 ¶21.5 130.9 180.9 163.2

Feb-91 141.6 141.1 138.2 124.5 129.1 182.9 164.4

Mar-91 141.9 141.5 138.6 127.1 127.6 184.4 165.1

Apr-91 142.0 142.6 138.1 128.1 127.4 185.2 166.0

May-b1 142.4 142.6 138.3 127.7 128.5 186.1 166.5

Jun-91 142.9 143.2 139.0 126.0 128.8 187.2 167.5

Jul-91 143.2 142.2 139.9 123.5 128.6 188.7 168.0

Aug-91 143.6 141.5 140.3 126.6 129.0 190.1 169.2

Sep-91 144.0 141.5 140.3 129.1 129.0 191.1 170.7

Oct-91 144.1 141.0 140.3 129.0 129.2 192.1 171.3

Noev91 144.5 141.5 140.4 129.6 130.5 193.2 171.9

ObC-91 144.8 142.0 140.8 126.5 130.8 194.1 172.7

Jan-92 145.4 142.6 141.7 125.2 130.3 195.9 173.7 °°

Feb402 146.0 143.0 1422 127.8 129.9 197.9 174.6

Mar92 146.7 143.7 142.7 130.5 130.5 199.2 175.2

Apr-92 144.8 143.7 142.5 130.7 131.2 199.9 175.7

May92 147.0 142.9 142.6 130.7 132.1 200.8 176.8

Jun42 147.3 142.1 143.5 130.2 131.6 201.3 177.2

Jul42 147.8 142.0 144.3 128.3 132.2 202.6 177.8

Aug-2 1462 142. 144.7 126.9 131.9 203.4 179.0

Sep92 148.4 143.3 144.3 131.9 131.6 204.1 180.4

Ocd-92 149.0 143.2 144.5 135.0 133.3 205.3 181.1

Nov42 1492 143.0 144.4 134.6 134.7 206.3 181.2

Dec.92 149.2 143.4 144.5 131.2 134.6 206.9 182.3

Jan-93 160.1 144.7 145.4 129.7 134.9 208.6 184.5

Feb-93 150.7 144.8 14.9 133.3 135.1 210.5 186.1

Mar-.9 1512 142.1 148.6 138.9 134.8 211.2 186.0

Apr-83 151.7 146.6 148.7 137.1 135.2 212.0 186.5

may-93 162.0 146.2 146.8 135.4 136.0 213.3 187.7



Food and Education and Olher goodsNondnw Al Items beverage Housing Apparel Tuanaporatlon Medcal car Recreation communleaUon and evvice.Jun-93 152.2 145.2 147.8 1315 135.9 214.0 187.6JuI-03 162.4 145.2 148.2 129.3 136.0 215.2 188.0Aug-93 152.8 145.8 148.6 132.7 136.0 216.0 186.9Sep93 152.9 148.0 148.5 135.4 135.8 216.8 185.0Oc-93 153.4 146.7 148.4 136.1 137.5 217.7 185.3Nov.93 153.6 146. 148.2 138.1 138.5 216.3 185.7Dec493 153.8 147.7 148.6 133.2 138.1 218.7 188.3
Jan.94 164.4 148.8 149.4 131.4 137.7 220.2 187.3Feb-94 155.0 148.0 150.4 132.5 138.1 221.7 187.4Mar-94 155.6 148.3 150.8 136.5 138.5 222.4 187.7ApF94 155.7 148.6 150.5 136.3 138.9 223.4 188.9May-94 155.8 148.7 150.7 135.3 138.7 224.1 189.6Jun-04 158.3 148.7 151.5 133.1 139.5 224.8 190.1Jul-94 156.9 149.7 152.0 130.9 140.3 226.2 190.4Aug-04 157.5 150.4 152.6 130.1 141.S 227.1 191.4Sep.94 157.7 150.6 152.3 133.5 141.3 227.8 192.2Oct-94 157.9 180.5 152.3 135.3 141.4 229.1 192.8Nov-94 168.0 150.8 152.1 134.0 142.2 229.8 193.3Dec-94 156.0 152.5 151.9 130.3 142.0 230.6 193.7

Jan.95 158.9 153S2 153.2 129.1 142.3 232.1 194.1FeS9S 159.5 153.0 153.9 130.5 142.4 233.5 195.3Mar-5S 160.0 153.0 154.4 133.2 143.0 234.1 196.3Apr-95 160.5 154.0 154.6 134.2 144.0 234.5 195.7May-95 1E0.8 154.0 154.7 133.0 145.2 234.9 196.4Jw,-05 161.2 153.7 155.6 129.4 145.2 235.3 196.8Jul95 1E1.S 153.8 166.4 127.9 145.5 236.2 197.3Au-95 161.9 154.1 156.8 130.3 144.4 237.0 198.8Sep.95 162.1 164.8 156.6 133.1 144.0 237.5 200.7Oct95 162.5 156.2 135.7 134.8 144.7 238.4 201.2Nov-95 162 5 165.1 156.5 134.4 144.7 239.0 201.7Dc95 162.4 155.6 156.7 130.6 144.0 239.4 201.8

Jan-96 163.5 156.9 158.0 129.2
202.9

144.9 240.9



Food ehd Eduedban and OMar goode
Mon ar AN Iearns beverages Houielng Apparel Transportation Medlcal care RecreaUon communicalton and aervicoe

Feb-96 164.1 156.7 158.8 129.7 145.7 242.0 203.6
Mar9- 164.9 157.5 159.4 13S.1 146.5 242.4 204.1
Apr-96 165.4 156.2 159.4 1S3.4 148.4 242.7 204.3
May-96 165.7 156.0 159.6 132.5 149.7 243.1 205.1
Jun-96 166.9 156.0 160.2 129.2 149.5 243.4 205.2
JAd-98 166.5 159.3 161.3 127.2 149.0 244.3 206.7
Aug-98 166.7 159.6 161.7 127.2 140.3 244.8 207.0
Sep-g9 167.0 160.7 161.3 130.6 148.9 244.9 208.0
Oct1-96 167.6 161.5 161.5 1S3.6 149.6 245.e 206.4
Nov-96 107.6 161.9 161.4 132.9 150.7 246.0 209.0
0eo-96 167.9 162.4 161.6 129.6 151.3 245.9 208.6

Jan-97 168.6 162.5 162.9 128.2 150.9
Feb-97 169.2 162.5 163.8 130.3 150.6
Mar-97 169.6 162.6 164.1 132.7 151.0
Apr-97 169.7 162.6 163.9 134.5 150.9
My97 169.6 162.8 163.7 133.7 150.5
JVF-87 169.9 162.7 164.8 130.3 150.2
Jul-7 170.3 163.2 165.6 128.5 160.0

Aug-97 170.6 183.9 165.7 129.2 150.0
Sep-97 170.6 164.1 165.4 132.6 150.5
Oct-97 171.2 164.4 165.6 135.3 151.0
Nov-97 171.2 164.6 165.6 135.2 150.3
Dec47 171.0 164.8 165.6 131.6 148.6

Jan986 171.5 166.2 166.3 129.4 149.2
Fb-08 171.9 165.5 166.9 132.1 148.7
Mar-96 172.3 165.9 167.3 135.4 146.1
Apr-96 172.6 165.9 167.6 136.1 148.1

247.2
248.0
248.6
249.0
249.5
249.6
250.2
250.6
250.7
251.2
251.7
252.5 100.0

253.6 100.5
254.9 101.1
255.5 101.5
256.4 101.7

1. December 1997-100

209.0
211.0
212.1
213.7
214.1
213.9
214.2
215.7
217.2
218.5
219.0
219.3

220.2
221.6
221.5
223.1

100.0

99.9
99.7
99.9

100.O
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Experimental price index
for elderly consumers
An experimental consumerprice index
for olderAmericans rose somewharfaster
than each of two published ais Consumer Price Indexes:
as might be expected erpendituresfor medical care
accounted almost enirelyfor this differente

Nathan Amble rT he Consumer PrIce Index (cm) of the
and | Bureau of Labor Staistcs nu res dte
ita Stewar "eravge clunge in picsic over time for a

fixed market baslet of goods WA a mes for
Mwo population grups. The CP for AU Urban

Consumers (Ct-U) represoers the spending bab-
it of about 80 percens of die population of the
United Staies The Cm for Urban Wars Eaiet
and Clerical Workrcn (ctww is subses of the
CoI-u and represets abouet 32 peresan of UIe in-
Wet US. populraion.

The 1987 aendmentsodo OlderAjrerieans
Act of 1965 directed 515 to dewelop an esperi.
meonl inda foe a tird population of csum-
cm utose 62 yearof age and olde nirs 198
tapon to Congress. S obseved that finm Dw-
ema8r t2 to Dolmbr IN7. the eperiment

eoonumer prder hides foer older Americans
ame slightly rf n tihe n tu dN cp-vo

t
(See

_ - lable ).
This rniek rbdams the rmulyuisfthe bahbes

ior of the experimental hides for older Ameriu
cats foribr peeied from Doinier IM dhoingh
December 199. Over this 6-yer period. she
experfmantal price Indas rsa 23.7 perent.
slightly more rhan rl increases of 213 perent
for tbe a-U a 25 p r5 for the CatV.

Simn us r a tob

r-eas d l._ au

Mothodooloo data, and lenlt-dons
Although de snady dismncd In this reicle mdi-
crs a higbher oerall infl tion rate for older

Americans comprrnd with the raies for the *3l-
chl cmi population groups, any conclusions
dthnis should he ued wish caution because ofdie
various limitations inhatm in dte rdidoloa

Eipendisae uelights. For each cmi populatioo
group ihem snrte are ieighted ccording to their
imporance in the spending patterns of the pop-
lotion. The population of older Americans u ed
for the eperiomental price lodes wa defused to
he all urban nonuinstitnionallzed consumer units
that wers either

1. unattached Individuals who 'sert at les
62 yean of age: or

2. emnbern of families whoe reference per-
eo (as defused in dte Consumer Exponditure S_
vey) or spous Wu at lasa1 62 years of ge; eor

3. mnmbers of groups of unrelated individsa
at living together wiso pool emir resources so
tW their living expenses and whose referesne
person was at lean 62 yearc of age.

in the 19824U Constmer Espenditure Sw-r
vey, which Is used as the surc of expenditure

elgths In the cr Cms I9 percent of the road
sample ofelble uso consumer units (3135 st
of 165 m X al rhis definiion Because the esur
of m eru u ntmufordea rnuig ignin
the expervinrnal index Ws taVely small xn-
peninrs weights used in the conruction of te
eypunerI prlo ix hae * a mie-r rgf
eamr duo shos sud for dthe xlauepopulatitoe

AfwuWhyLaborere y I°pWd 11
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CPlfjh Elderly Cosm,,

Table . CofMod_4asp muia XOMful p _p - Ioed er AMelal,.omsDrIU2 eleuh Docember
819 2, foe all h5 n o Wyd lOS major Cm ea iluse comopeoenta

Nown ondlu -wI- - I I- - I aopI h -0' - I-
t_ ~~ ir rrEr

wrr~~~ 555.54-MM~ l~g -

For eacb population group. the bass epcodl- eucsnt dal tt snior ciaicn discounts lk ite Inrmn
surc weight of any componena represents &he Sc- of a percentagp discount from The regular price.
mWa expenditure on tIat cotnponent in the bass t4is may not be a problem. If. boeer. the dB-
period. The mrluirv aeiorasc of any compo coun is Sol a fixed percerxag of the price. the
0551 Is Its expenditure weight (updated for scarcity of senior-cItizen dissownt prices in &h.

changes in relative prices) and represents the curen Cm could lead to error in ti oexperimen-
proportion of thatl weight to Lowta cxpendiwrcs Ul Index.
for the population The relative importances of Because olthe preceding lmitotims. any con-
selected conponents for serh of she thrds popu- elusions drawn frot ths analyses presesfed in
ibnde groups tuc shoawn in table 2 for December thB rtice sitould be Irsated as tetsnttive.
1987. Uhe fist month of the study.

Ameos l ose1i1 priced The experimental Rela tivebebovtr of price lideass
onssumer price index for older Vonsuaers is * Table 3 gives the mnnusl price changes in the all.

weighted *oerage of price changes for the lstae items cm-u. Cpt-w. and experimental price in-
set of item su. cllectd from the sumSezmple des during dhe period 19t1-93. Table 4 shows
of urban tares as ae used In calculating ite dhe behavior of these three Indexes as th. major
C75-U and CFI-w. eauporwat levels during lhb smune period.

Retail outles on elected for pricing in the Over dte 6-ysr period from December 19S7
COi basd on dat reported in a separate survey irouugh December 1993. the resieighed expesi
respresnriig sll urmbn lsouchofds The Capedl- mrneal price Indrx for older Anerienu ros 23.7
menial Index also uses the amme mail outiel pxcem. Thirompareswith inresasesor263per-
ample. Thus, ihe outlets Selected may sot be est for he Cn-u id 25.5 percent for tie ct-w.

repeesenstiv of dthe places *whre older peos Exatiing tie Indexsc in morm detail, we see
pc rlha r dwir goods and smrsee. dihatl medical cue pricer during die period rose

huai pn ced. As Mi mail outlets. a major slightiy tn dimn twice as fast as die average
limisation of ths experimeneal index is diut die for aU itema In each population group. Becsuse
categories of larmto be priced wa selected tthe elderily typically spend more on medical carm
* rng expeodiureeiglrstscalculated (romesie si 115thn dons the populationl as a whole (we sble

ldsiuresovylfor the urbtn population. Aa 2). the medical cm component accounted for
recsh, die specific item d em s m ete d foreach 1 mo sl o dthe differece between d e csp arimse oi
tratum may not c repse clEe od ehose In s and siler of CPWru and CPS-W. in the ex-

classes used by dhe older population Frinxemal' index. rbWs componemt inedeased 594
percent during the period 19"89. By coentoss.

Prices collecrd. A ral oure ofuncetsinty inflation for the medicel care comprxtemo drhe
aboul the appropriateness of using the Cn-U C0-U was 54.2 percel and " ' for thc CPn-w
prices for the Index or the older population con- -as 53.3 percenrt
csmee thervailability oftdiscountprices lfrolder The price change for each mqaor expendiare
Aiericans. Forexmple. soiorcitzendiscomtl Scomponent varied by population because lhb
rates xr used in the OC-U in prtoposo to theIr *pxadire - hu t dthe Iremr dsiaml p1sod
wse by the urban population asx whdol. To die she maior compnotens siad among dse threc
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popultion routips the indix sewrved. The as.
pernditure weight than ihem had in a partcular
population reflected the isnpottce of that item
as a proportion of the total expenditures of that
populution. For easrofe. the relatively high es.
penditure weights or the medical cure compo-
ttel of the experimental index may largely be
attributed to the difefrercs in the nature of tht
demand for medical care wices; by the elderly.
compared ith the demand for sich avlces by
all urban consumern or by urban wge cartiuts
and clerical wvers. Witin the rmedical cmre
comptnetn. the ederiy had larger out-lof-pockel
costs retative to both ofthe other groupa chicily
because those groups bad employer-provided
health care, benets morc treadily available to
tdem. An analysis of the rtladtiv imponrtnce of
the fi(cutl subcomponents mA1ing up the medI-
cal care component for the elderly and for all
urban consumers inditleas that older Americans
devote a substantially larger shatr of their medi-
cal car. budget tophysicians services, followed
by hospital room says mod commercial health

sunwrvnce eon eage.
Of the scven major expenditure components.

the apparel category registered the smallest price
change for all thr population groups ouer the
19tl-9S period

Within the transporation component. public
Ionspuazfion items such as airline fre. Imer-
city bus fare. intereity rain far. and utai fare
had higher relative Importance for the elderly
than for all urban consumers. These items con-
tibuted to he obeerved overall higher Inflation
rates in the transportation compontm of the en-
perimend inden.

Uke medical cre. another expenditure mcorn
poemn that rmes sgnificetly In all threc indexes
during the study period wa the other goods and
servieesa catagny. However, unlike medical
care, this conom_ rteded the saialesr in-
creaa in thseenpeimemud price inde (41.Jper.
emtl. cmpared wih d.Ort-u47DOpcenti nd

dhe c-v w(46.2 Freen4 The rmasn for dhe lwer
rime could be found In differences in the compo-
mitiin of the tame populations. For Instance. the
CO-U nd CHew. with theirrelatively largercon-
centration ofiyounger people. had a sagnificantly
higher relative importance for coilege uition.
which increased faster than th average of all
item in ca year of the satdy. In addition. the
populations of all urban conwunrm and urban
wage ea and clerical wke apend proper-
dtoately more for tsbacco and other umohing
products, whieh hbae also typically inenesed
faster in prMe Xn tho W goods tnd werelees
cotiptieniL of whdch they re a subomLponent.
Theae item hav husm eontributed to the fasrer
rise in t the other goods and services ens-

parson or he cpt-U and ctvw relative to the ex-
ponerenital price indes for older Americana.

Cost.-oftivirsg adjustments
Adistenti to Social Security benefits are cur.
rently based On the prcemage chantc in the
Ct"-w. Measured from the average of the third
quanter of one year to the third quarter of the
stceding year.

While the Senate Special Committee on Ag-
ing stpulaled that the curcent study cover per-
aons 62 years of age and older, this population is
noe likely to be the most appropriat one for de-
lining and developing an indes for use in index.
ing Souial Security bcnefits. The reason is itw-
flad. First, many Social Security beneficiartes
are younger than 62 years and recive benefits
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Cijo' Elderly Connoneur

TaxDe 4 Pereonl ethongs In alterntiva
consumer price Indexes. by
major compoiente, December
1,57-m3

*W7.U ~ ~ ~ ~ O

cnS -, an. lanaa

ead am reas. 25.5 55.5 Ml.
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beceauae they are suriving spouses ormnor chil-
dren of covered orkcrs or because they ae dia-

abld. The spending patterns of this younger
group ae excluded in the welghts for The expsri-
meneta index fr older Amaericant SOM a f.ub

stanrisl numbe of persons 62 yeaws o age nd
oldert-espeially doese 62 to 6 years-do nso
receive Social Security benefits at all. Although
these older consumers am Included in the ,eopu-
lotion covered by the reweiglhed expeimential
index, they presumahly should be excluded from
an index designed to reflect the experienca d
SocIal Security pensiones. In short en Indes
designed specifically to mesusre Price Chnges
for Social Security beneftteariesx-tht is. one the
excludes older persons who do not receive ben
afits, but includes younper persons Who erive
survival end disability bessefiut-tmigh, eel

mo. price mnovemetstrthat differ SIgssiflc1u
from thou of the experimental index set out ic
dtis ankle.

Contdussons

Thl article examined chtanges in deo disfir
Consume Price Indexes-th; lndex for AI Ur
ban Consumt (cn-u), Index for Urban Wag

- - amens and Clerica] Workers (CtM-w), *nd ex
- prinsenta Indes for Aunercls 62 years of Al
and older-for the period December 198,
through Desember 1993. Analysis of the rein
tisv behavior of dte three indcxesat do all-lern
l vel reawat that she expefitnensal Index to
slightly faster than the two published indexes.

The experimetal price inder. reweighted t
inorponas the pending patterns of oider on

sun. behaves more like the ce-u then the
a-a. This Is to be expected. becauise the CPI-U
cemisises he extendittros ofall urhbn constrns
as, Lwrdbtig those 62 yaes of age Nad over.

The cr-s oan dte othor hend. Is limited to the
spending panems of familes of wage eaes and
of lerical -ak r end. therefore. specifilcily
urlades tfhe tc, oietc f rnfa.ties whose primary

aet doifncoat is from renitetment pension.
As an estimat the inflation rats expeiensced

by older Amriscans the etp tirtmenl index has
several limitations. One of these is that the
asaplcs from whIch expenditure weighit for the
index ere; calculated are substantially smaller
dmts those used in either the eMU or the Cpe.w.
This means that the experimental price index is
subject to larger smnplitng errors than either of
the two olficial Indexes.

To pe e a mere precise Crt for olderAtnen-
ca smpt rsize swould need to be strength.
coed for the Consumer Expenditurc Survey
e reflect the spending habits of the elderly more

accurately. In addition. the point-of-purchase
Sureey end the pricing surrys would need to he
imptoved to reflect whichretail outlets xnd items
should be sampled for older Americans. Thes
h impnroreomnts in the sample design could yield
altogether dlilferent results from those obtained
In the study dewtibed in this article. Fnally, it
should be noted that rhe medical cam -compo-
nent of the cen hls a substantially larger relatie
weIght in the experimental indes than in the
cit-U or cut-w. As a result. this component of
the experimental index tends to have a larger im-
pact on the elderly ls ith does on either allur.
ban consumers or urban wage earners and cieri-
ical workrs.
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Counumer Price hidexztfr Al Uiban Cansumae (CPW) Percent change.
12 mon"t ended tn Decembar. selected udis., 1993tn

Relatie 12 months ended in December
Importnce

1993

All itesn 100.000 2.7

Services 57.365 3.8
Energy services 3.767 2.2
Services less energy 53.08 3.9

Commodites 42.635 1.5

Nondunables 31.039 1.1
Food 15.236 2.9
Apparel 4.944 0.9
Nondurables less food
& apparel 10.768 -1.1
Energy commoditIes 3.256 -5.1

Durables 11.596 2.7
Furniture and bedding. 1.141 3.6
Applrianles 0.368 na
Other household equlpment 0.548 nf
Tools, hardware, etc. * 0.653 na
New vehicles 5.063 3.3
Used care and trucks 1.860 8.0
Motor vehicle parts.
and equipment 0.560 -1.6
Teluvlslons * 0.215 -1.7
Other video equlpment 0.087 nr
Audio equlpment 0.197 0.4
Sporting goods * 0.493 0.3
Personsr computerw.
and peripheral equlpment 0.234 na
Computer software
and a suories * 0.037 fl
Other inlformtion processing
equipmenl * 0.057 na

Commodities less tood &
energy commodlites 24.053 1.6

D
4

or 1998 are not seasonally a duxtd et an annual rate

SAAR = Seasonally Adjustd al an Annual Rate

1994 1 995

2.7 2.6

2.9 3.5
-0.6 0.8
3.2 3.6

23 1.A

2.0 14
2.9 2.1

-1.6 0.1

2.7 1.1
5.2 -3.3

2.9 1.7
1.6 4.2
no no
nrt no
nf na

3.3 1.9
8.8 4.4

0.5 0.5
-1.4 -4.0
na na

-1.0 -2.6
3.2 -0.6

nf ni

no na

1996

3.3

3.3
3.8
3.3

3.2

4.0
4.3

-0.2

5.e
13.8

0.7
1.0
na
na

no
1.e

-1.0

*0.1
-5.3

n4
-o.e
-0.1

no
Ine

nrs

1997 1998

1.7 0.9

2.6 2.8
0.2 -5.9
3.0 3.4

0.2 -1.5

0.6 -2.4
1.5 1.1
1.0 -1.9

-0.4 *7.4
4.9 -28.1

-1.5 0.0
-0.7 5.5

nf 0.6
na 10.2
nf 3.6

-0.9 0.6
-4.9 0.6

-0.9 -2.1
-4.3 1.0

nf -12.6
-2.0 *5.0
-OA -1.5

na -35.1

na -6.2

nf -7.6

1.4 1.7 1.1 0.4 1.1

0

SAAR
4-months
ended In

April
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