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THE EMPLOYMENT SITUATION: MAY 1998
Friday, June 5,1998

HOUSE OF REPRESENTATIVES,
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, Juanita Morgan, Robert
Keleher, Darryl Evans, Dan Lara, Howard Rosen, and Tami Ohler.

OPENING STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

RepresentativeSaxton. Good morning. Commissioner Abraham,
it is again a pleasure to welcome you and your colleagues before the Joint
Economic Committee (JEC).

The data released today show solid gains for American workers.
The closely watched payroll survey posted an employment increase of

296,000. The unemployment rate remained at 4.3 percent, its lowest level
since the Nixon Administration.

The data released today confirm the continuation of the business

cycle expansion that began in 1991. As I have pointed out many times

before, this expansion has been sustained and lengthened by the
noninflationary policy of the Fed.

In recent quarters, the Federal Reserve has held short-term interest

rates steady, resisting the calls of some for higher interest rates. The
research of the Joint Economic Committee supports this current stance of

the Federal Reserve policy and supports its continuation into the future.
The forward-looking price indicators used by the JEC - that is, bond
yields, commodity prices and the dollar - show no signs of inflation or
inflation expectations.

There is no evidence of inflation that would justify a Federal

Reserve interest rate hike at this time. Current Federal Reserve policy is

sound and should be maintained. The potential dangers of a tightening in
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monetary policy are especially important given the current strength of the
dollar and resulting implications for the economies of other nations.
Federal Reserve policy should stay on its current prudent course.

Commissioner, thank you again for coming to visit with us today.
We appreciate the opportunity to have this public conversation with you,
and we are anxious to hear your statement.

Commissioner, the floor is yours.

OPENING STATEMENT OF KATHARINE G. ABRAHAM,

COMMISSIONER, BUREAU OF LABOR STATISTICS:
ACCOMPANIED BY JOHN M. GALVIN, ASSISTANT COMMISSIONER

FOR INDUSTRIAL PRICES; PHILIP L. RONES, ASSISTANT
COMMISSIONER OF CURRENT EMPLOYMENT ANALYSIS; AND

EDWIN DEAN, ASSOCIATE COMMISSIONER, OFFICE OF
PRODUCTIVITY AND TECHNOLOGY

Ms. Abraham. Thank you very much, Mr. Chairman, Mr. Hinchey.
I, as always, appreciate the opportunity to be here to comment on the labor
market data that we have to release.

Nonfarm payroll employment continued to increase in May; and the
unemployment rate, as you have noted, was unchanged following a sharp
decline in April. At 4.3 percent for the second consecutive month, the
unemployment rate is at its lowest level since early 1970. The number of
employees on nonfarm payrolls rose by 296,000 in May, somewhat above
the average monthly gain of 260,000 for the 12 months ending in April.

All of the net job growth in May occurred in the service-producing
sector. The services industry itself added 151 ,000 jobs, a large increase
following three months of below-average gains. Business services
accounted for half of the May increase, with strong gains in help supply
services, which is basically temporary help agencies, and in computer and
data processing services. The help supply services increase was the first
in that industry since February. Elsewhere in the services industry,
engineering and management services added 25,000 jobs, and employment
in health services expanded by 17,000.

Retail employment advanced by 89,000 in May, the second large
increase in a row following weakness in February and March. May gains
were widespread in retail trade, with especially robust growth in eating
and drinking places, department stores, and a category that we label
miscellaneous retail establishments, which include establishments such as
drugstores and gift shops.



3

Employment in transportation and public utilities rose by 22,000
over the month. There was a large increase in transportation employment,
following much slower growth in April. In finance, insurance and real
estate, 20,000 jobs were added in May, mostly in finance.

In marked contrast to the robust job gains that occurred throughout
much of the service-producing sector of the economy in May, manufac-
turing employment fell by 26,000. This was the first substantial decrease
since the industry began showing signs of weakness in February of this
year. Between March 1996 and January 1998, manufacturing had added
about 370,000 jobs.

Within manufacturing, job losses were generally small but fairly
pervasive in May. The largest decline occurred in apparel, which shed
another 9,000 jobs. Employment in that industry has been trending
downward at a variable pace for 25 years now, but the rate of decline
appears once again to have accelerated a bit. Small but notable declines
in employment occurred over the month in electronic equipment and
industrial machinery, two industries that have shown substantial job
growth in recent years. There was also a small over-the-month job decline
in auto manufacturing.

The factory workweek rose by three-tenths of an hour in May,
offsetting most of April's decline. Nonetheless, factory hours have
trended down since the beginning of the year. It is reasonable to suspect
that at least some of the recent declines in manufacturing employment and
manufacturing hours are related to Asia's economic problems, but we have
no way of quantifying their impact.

Average hourly earnings for all private production or nonsuper-
visory workers rose by four cents in May, following an increase of six
cents in April. Over the past year, hourly earnings were up by 4.3 percent.

Before moving to the data from the household survey, I might note
that, in accordance with our standard practice, the payroll survey figures
that I have just been discussing reflect the incorporation of our regularly
scheduled annual benchmark adjustments. Each year, as you know, we
adjust our sample-based survey estimates to full universe counts of
employment, derived principally from states' unemployment insurance
records. There is no benchmark source for the hours and earnings
estimates, but those series are affected by this process too because of
changes in the industry employment weights used to produce aggregate
totals, and also the introduction of new seasonal factors. So all of these
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numbers are somewhat revised from what they were as reported last
month.

The impact of the revisions on employment in the March 1997,
reference month is an upward adjustment of 431,000, or four-tenths of I
percent of the total nonfarm employment level. This is about in line with
the average absolute value size of these revisions in recent years. The
upward adjustment indicates somewhat stronger job growth than
previously reported for the year ending in March 1997. So we have
revised upward our estimate of employment growth for the period March
1996 to March 1997.

Estimates of payroll employment for the post-benchmark period,
that is, from April 1997, forward, also have been revised to incorporate
the new benchmark levels of employment in March 1997, as well as
revised seasonal adjustment and bias adjustment factors. The additional
net impact of the post-benchmark revisions, though, this time around is
negligible.

In addition to the benchmark revisions, we are also introducing
refinements to our seasonal adjustment procedures for the hours and
earnings series that we report. Those refinements have been previously
announced. Their purpose is to correct for some distortions in the data
that we discovered related to the varying length of payroll periods in past
months.

Turning then to the data from our households survey, as has been
noted already the jobless rate held at 4.3 percent in May, following a sharp
decline in April. Jobless rates for all of the major demographic groups
showed essentially no change over the month. Similarly, there was little
change in the number of persons employed part time even though they
would have preferred full-time work. This figure held at about 3.8
million, although the size of the group is down slightly over the year.
Civilian employment changed little in May, and the proportion of the
population that is employed held at a historically high level of 64.2
percent.

In summary then, nonfarm employment rose in May, lifted by large
employment gains in services and in retail trade. Employment in
manufacturing declined, following several months of little change. The
jobless rate held at 4.3 percent, its lowest level in nearly three decades.

My colleagues and I, of course, would be happy to address questions
about these data that you might have.
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[The prepared statement of Commissioner Abraham and accompanying
Press Release appear in the Submissions for the Record.]

Representative Saxton. Thank you very much, Commissioner.

I would like to explore two areas with you this morning. The first
shows the long-term trend and the continuing good picture that we see in
the future for continued low rates of unemployment, high rates of job
creation and, in general, a good economy. The second area I want to
explore with you is the subject you talked about this morning relative to
the decline in manufacturing jobs.

First, I have brought with me a chart, which is to your left. I think
this chart is extremely important and holds some extremely important
information. The chart shows that the unemployment rate, represented
with the red line, soon began dropping after 1992, which starts the period
of growth in our economy. The drop in unemployment has continued to
this day. In 1998, as you correctly point out, we are at the lowest rate of
unemployment that we have seen in 28 years, or as you put it, in almost
three decades. That is correct.

I also note that the rate of inflation has come down during that same
period of time in a surprisingly parallel fashion. As a matter of fact, I will
make the point that unemployment followed the rate of inflation
downward, because the rate of inflation is largely responsible for low
interest rates, and, of course, Fed policy is geared to promote low interest
rates and, of course, low inflation.

So I would ask you if you would comment on the statistical basis for
this.

Have you watched the unemployment rate come down, and have
you noted the same kind of parallel that we have seen on our Committee?

[The chart entitled, "Inflation and the Unemployment Rate Fall Together
Since 1992" appears in the Submissions for the Record.]

Ms. Abraham. That certainly looks like a plot of the figures we
have been reporting.

Representative Saxton. And so perhaps we can - we could say that
here in Washington, D.C., while we in the Congress like to take credit for
much of what has happened and while the Administration might also like
to take their share of the credit for much of what has happened in the way
of low rates of unemployment, the one unmistakable factor here, the one
unmistakable link to a successful economy, has been a lowering of
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inflation. In my opinion and in the opinion of most experts - and I don't
put myself necessarily in that group, but I certainly have been able to
follow their discussion and their conclusions - the one unmistakable
conclusion that we seem to be able to come to is that Fed policy, in trying
to target inflation and to provide for a climate in which inflation has
dropped, has produced a very healthy environment.

I would also just follow up and conclude this thought by saying that
as we here on the Joint Economic Committee, of course having no crystal
ball to look into the future to see what is going to happen, we do know that
there are several things that we can look at to determine whether or not the
rate of inflation shows any signs of increasing in the foreseeable future,
or in the near future. As we look at bond yields, long-term bond yields,
they continue to remain low. As we look at commodity prices, they
continue to show no signs of inflation or any expectations thereof. And
as we look at the value of the dollar against the yen and the mark and
other currencies around the world, the value of the dollar remains strong.
So we continue to see no signs of inflation; and, hopefully, in an
optimistic sense, we will continue to see the same kind of a growth
through this business cycle that we have seen since 1991.

We have invited Chairman Greenspan to come and share his views
on this with us. He was to come on a date very soon, but we found that we
had a conflict. The President of Korea is to be here, and he was scheduled
to be here with us at exactly the same time, so we are trying to rearrange
the schedule in fairness to both the President of the Korea and Mr.
Greenspan.

I am just told that we are going to do it on June 10 at I I a.m., which
is a one-hour delay in the original schedule. So, Mr. Hinchey, we will look
forward to being able to explore these issues with Mr. Greenspan on June
the 10th.

Commissioner, let me turn to the other issue that you brought up
that I thought was sort of interesting. You have always warned us,
Commissioner, that one month changes in various statistical data that you
bring to us may - we may want to be cautious about drawing too many
conclusions based on short term, one month statistics. In other words, one
month changes are not something one would want to draw conclusions
from. Is that the traditional belief that you have or the traditional concept
and belief that you have brought to us during the last several years?
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Ms. Abraham. I am sure that I have said that on any number of
occasions. I think it does pay to be cautious about short-term changes in
the numbers we bring to you each month.

Representative Saxton. Now, I suspect that you are exercising the
same degree of caution with regard to the subject that you talked about
this morning. You are talking about the decline in manufacturing jobs by
26,000 that occurred during the month of May?

Ms. Abraham. Yes, and I would want to be cautious about making
too much out of that.

Having said that, however, we are looking at a pattern in the
manufacturing employment numbers in which, for an extended period of
time, we had been seeing increases in manufacturing employment going
back to March of 1996. We had seen quite robust growth in manufac-
turing employment in October, November, December, January, so that I
think that the fact that beginning in February we were not seeing those
increases in employment and then this month have gotten a sizable
decrease in manufacturing employment is something worth noting.

Representative Saxton. Was there a statistically significant
change in the month of April?

Ms. Abraham. No. It was minus 3,000, but essentially
employment in manufacturing was unchanged in April.

Representative Saxton. So it was flat in April?

Ms. Abraham. Flat in March, flat in February.

Representative Saxton. So we have seen a flattening during the
past quarter of growth. Is this the first and only month in recent history
when we have seen a statistically significant decline?

Ms. Abraham. Yes, that is correct.

Representative Saxton. So wouldn't it be fair for us to use a great
deal of caution in drawing any conclusions about the meaning of this one
statistically significant decline?

Ms. Abraham. Surely. I think it would. I think that that has to be
taken in context. We were seeing fairly robust growth up through the fall
and into January. I think it is clear that we are not seeing that now.

Representative Saxton. Now, you, I believe, related to us a
statement that said that this could have something to do with the situation
in Asia.

Ms. Abraham. Yes, I think that is correct.
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Representative Saxton. That is because, obviously, many
manufacturing jobs have to do with products that are exported.

Ms. Abraham. It is a little bit more than just that. Generally
speaking, manufacturing produces products for exports. If you look at the
industries where we have seen the largest share of the turnaround in
manufacturing employment, from the pattern of growth that I have already
commented on to stagnation and then, this month, some decline in
manufacturing employment, the industries where that seems to be showing
up most are, by and large, industries that either we export a fair share of
their output, including exports to the Asian economies that have been
affected by these problems, or in manufacturing industries that produce
products that are also imported in significant degree.

So taking those things together, there seems to be somewhat of a
pattern within manufacturing that the industries that are affected are ones
where you might think that what was going on in Asia would be having an
impact. But it is somewhat of an indirect inference, and we do have no
way of quantifying how much of what we are seeing is that.

Representative Saxton. Now, let me ask you, as a percentage, are
the employment declines in May greater in construction or manufacturing,
or are they about the same?

Ms. Abraham. I haven't done that particular calculation. Let me
have a look. Construction employment was down by 9,000 on a base of
5.9 million, and manufacturing employment was down 26,000 on a base
of 18.8 million. Again, you really do have to be cautious about it. The
over-the-month decline proportionately was very slightly larger in
construction than in manufacturing.

Representative Saxton. The decline was slightly less?

Ms. Abraham. Larger, in construction.

Representative Saxton. In construction?

Ms. Abraham. Yes, than in manufacturing.

Representative Saxton. We wouldn't be able to conclude, it seems
to me, that construction had anything directly or even probably indirectly
to do with Asia. I mean, construction has-

Ms. Abraham. No, but in talking about the possible impact of what
is going on in Asia on manufacturing employment, I really am not looking
just at this month's data. What I am looking at is the pattern that is
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apparent in the data, going back into the fall, and then the robust growth
through January and then the change in that pattern beginning in February.

So it is really not just this month's decline that I am looking at in
saying that there may be some impact on what is going on in Asia on those
numbers.

Representative Saxton. But, again, this is the first month that we
have seen a statistically significant decline in manufacturing. You just

stated that the construction statistics show a slightly larger decline. Would
you say that the construction decline had - you couldn't relate that to Asia
now, could you?

Ms. Abraham. I suspect that there is someone who could tell some
story that somehow linked that up, but it doesn't seem to be related in any
very direct way to anything that might be going on in Asia.

The difference I think is that in construction up through April we
had been seeing what really overall was very robust growth, and this is the
first month where we have seen something that looks different. So in
contrast to manufacturing, I think there are few months of experience in

manufacturing that suggest that the trend may have shifted. In
construction, it is just this one month's data.

Representative Saxton. I want to ask these questions because I

don't want anyone in this room today or anyone who is listening outside
this room to conclude that we had a hearing that suggested that something
is happening in the American economy that we can statistically verify as

having anything whatsoever to do with Asia. Your comments were

speculatory in nature, based on one month's decline. Is that correct?

Ms. Abraham. It is reasonable to think, I believe, that there might
be something going on in the manufacturing employment numbers that is
reflecting the situation in Asia. The only evidence I have of that is the

pattern of the slowdown, the change in the pattern from growth to
stagnation and, this month, perhaps a decline within manufacturing. It

seems to be concentrated in industries that you might think would be
particularly likely to be affected by what is going on in Asia, given that
they are either exporting industries or industries where we might see
import competition. But it is indirect evidence, and I certainly would not
want to conclude that that is all of what we are seeing in manufacturing.
We can't quantify any impacts.

Representative Saxton. I appreciate that, and I appreciate your

comments.
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I want to again emphasize that I cannot conclude that the decline in
construction, which parallels the decline in manufacturing, has anything
to do with Asia. I appreciate your perspective on manufacturing jobs and
trend you see.

Representative Hinchey.

OPENING STATEMENT OF
REPRESENTATIVE MAURICE HINCHEY

Representative Hinchey. Well, Mr. Chairman, thank you very
much.

Commissioner Abraham, it is a pleasure to see you once again and
to continue to get this good news about the strength of the American
economy. As you have noted, unemployment is at record lows and job
creation is moving ahead very steadily. It seems to me that the Federal
Reserve's monetary policy has been very good in that interest rates have
not increased, although they are fairly high in real terms when you look
at the rate of inflation.

Monetary policy usually follows fiscal policy, and I think that that
this restrained monetary policy is a condition, in large measure, of our
strong fiscal policy. The budget has been balanced and we are showing
even small surpluses this year. In any case, the news that you bring us
today continues to be very good.

I would like to ask a couple of questions about your report and, first
of all, to follow up on the question that was just asked by the Chairman.
I notice that the significant decline in manufacturing for this period is
unusual and that manufacturing had been going up since March of last
year, I believe; is that correct?

Ms. Abraham. Since March of 1996.
Representative Hinchey. March of 1996, even. And the decline

has expressed itself in automobiles to a significant degree, if I remember
correctly.

Ms. Abraham. There was this month a decrease.
Representative Hinchey. A small over-the-month job decline in

auto manufacturing, so a small decline. How small was that decline?
Ms. Abraham. Let me just get the data. It was 4,000 in motor

vehicles and equipment.

Representative Hinchey. Four thousand. Would you call that an
anomaly in any way?
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Ms. Abraham. If I look back over this series, auto manufacturing
employment certainly hadn't been consistently trending down. It ticked
up last month. It had ticked down the month before. We saw small
increases in the prior couple of months, some significant increases at the
end of last year, so there is no clear pattern. Auto manufacturing
employment is up about 27,000 compared to where it was a year ago.

Representative Hinchey. Automobile employment up 27,000 from
a year ago to today.

Ms. Abraham. Yes, correct.

Representative Hinchey. Well, I am asking this question because,
like the Chairman, I am concerned about the economic situation in east
Asia and the impact that it might have on us. I imagine that one of the
ways that that impact might express itself is in the area of manufacturing,
particularly in automobiles, since we import so many cars from east Asia,
and because the price of automobiles is dropping as a result of
overproduction.

Ms. Abraham. We had been seeing more robust growth to add to
what I said, the growth that I described over the year. We have been
seeing growth through late in the fall, and then we have really not seen
growth since then.

Representative Hinchey. So you see the growth as the new models
begin to come out, basically.

Ms. Abraham. Well, these are seasonally adjusted data, so to the
extent that that occurs in the same way every year, it should be removed
from data.

Representative Hinchey. Okay. Employment in government went
up by 41,000, but Federal employment continued to wane. How long has
the size of the Federal Government been shrinking?

Ms. Abraham. Let me get those figures in front of me. The most
recent local peak in Federal employment is back in May of 1992, and it
has been coming down fairly steadily ever since then.

Federal employment, excluding Postal Service employment, was at
a lower level in May than it has been since February of 1966.

Representative Hinchey. And that includes, I assume, the
military?

Ms. Abraham. Yes, it does.

Representative Hinchey. It does.



12

The increase in government employment-

Ms. Abraham. I am sorry, it includes civilian defense employees.
It doesn't include the military.

Representative Hinchey. Oh, it includes only civilian defense
employees.

Ms. Abraham. Let me just check that with Phil. Yes, not
uniformed people, but it does include civilian employees of the Defense
Department.

Representative Hinchey. Okay. So nonuniformed military
employment is at its lowest level since-

Ms. Abraham. No, no, Federal employment, exclusive of Postal
Service employees, is lower than it was even as far back as February of
1966. Included in that is the civilian defense employment.

Representative Hinchey. But not the uniform personnel.
Ms. Abraham. Right.

Representative Hinchey. Two-thirds of the increase in government
employment was in local education. Does that mean elementary and
secondary education?

Ms. Abraham. Yes.

Representative Hinchey. It does. How do we account for that
increase?

Ms. Abraham. Taking a long view, local government education
has been a real source of growth in employment. I don't know of anything
in particular that was going on in May to account for that number.

Representative Hinchey. I was wondering if we have any figures
on the growth of students at the elementary and secondary level that might
indicate why these increases are occurring in elementary and secondary
education.

Ms. Abraham. Oh, I am sure that what is explaining a large part
of this trend is growth in the school-age population.

Representative Hinchey. There are some other interesting figures
with regard to education. Your figures indicate that the higher the level
of education, the lower the level of unemployment. Your figures indicate
that for people with less than a high school diploma the unemployment
rate is 6.7 percent. For those who have graduated from high school but no
college, it drops to 3.7 percent, fully 3 percentage points.
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Ms. Abraham. Yes.

Representative Hinchey. And then for those with some college but
less than a bachelor's degree, 3.1 percent; and then college graduates, it is
cut again by half to 1.6 percent.

Ms. Abraham. Right. It is a long-standing pattern in these data of
not only are people with more education earning more, they also are less
likely to be unemployed.

It is interesting, over the past year, that we have seen some
narrowing of those unemployment rate differentials. The largest decline
over the past year in unemployment rates has occurred among the less
than high school group, which is presumably a reflection of the tightening
of the labor market, though their rates remain, as you know, multiples of
those for the people with more education.

Representative Hinchey. So I guess that would be explained
simply by the fact that there are fewer jobs available for people with lower
education and that there are more jobs for people with higher education.
Are there other structural forces in the economy which prevent employ-
ment for the less educated or the rates for the less educated from falling?

Ms. Abraham. Well, I think you have pointed to the thing that I
would point to which is, in essence, there have been shifts of the kinds of
jobs in the economy over time towards jobs that require higher levels of
skill. That has been slow and gradual but has been going on for quite a
long period of time.

The other thing, of course, is that if you are a highly skilled person
and you can't find work that makes use of all your skills, you can take
something at a lower skill level. If you are a person who doesn't have a
whole lot of education to start with, your options to do that are more
limited.

Representative Hinchey. Hourly earnings continue to go up. I
note that wages for private production or nonsupervisory workers rose by
four cents this May, following an increase of six cents in April; and over
the past year hourly earnings were up by 4.3 percent.

Ms. Abraham. Correct.

Representative Hinchey. Is that a trend that we have been seeing?

Ms. Abraham. If you look back to, say, the period from January
of 1992 through January of 1994, we were seeing year-over-year increases
in average hourly earnings that were in the range of 2.5 percent, roughly;

48-955 - 98 - 2
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and since that time what we have seen - and I should be clear I am not
making a prediction about things going forward - but, up until this point,
a gradual increase over time in the rate of change in average hourly
earnings. So the last couple of months the year-over-year change was 4.3
percent.

Representative Hinchey. These rates, as I understand it, are
nominal and have not been adjusted for inflation, is that correct?

Ms. Abraham. That is correct. So they are nominal, not real. We
do, I believe, have figures on what the real increase would be. The most
recent consumer price increase change that we have is the change for
April. For the year ending in April, consumer prices were up 1.4 percent.
So you know, very roughly, the real change in average hourly earnings
would be the 4.3 percent nominal change, minus the 1.4. So a little under
3 percent.

Representative Hinchey. Can you tell us something about the
methodology you used to track productivity?

Ms. Abraham. The methodology we used to track productivity?

Representative Hinchey. Yes. How do you track productivity?

Ms. Abraham. Well, the figures that get most of the attention in
terms of our productivity report are the aggregate figures. They are labor
productivity figures. And, in essence, what we do is we get from the
Bureau of Economic Analysis a measure of real output, that is, a nominal
dollar figure deflated by a price index, and then we compare how that has
been changing to how labor input has been changing. So factoring in the
change in employment and the change in hours and the productivity, the
increase in labor productivity is the difference, in essence, between the
rate of growth of real output and the rate of growth of labor input.

Representative Hinchey. Okay. And where do the wage increases
fit into that? To what extent are we seeing these wage increases tracking
productivity?

Ms. Abraham. Well, it depends what wage measure you are
looking at. The wage measure that we were just talking about, which is
the average hourly earnings, has been running a bit ahead of the very most
recent pace of growth in productivity. The most recent productivity
figures at an annual rate were about 2 percent?

Mr. Dean. This quarter, 1.1.

Ms. Abraham. Over the last year?
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Mr. Dean. This quarter.

Ms. Abraham. But the year-over-year change was - my
recollection is that it is-

Mr. Dean. For nonfarm business, 2.1 percent.

Ms. Abraham. -Mr. Chairman, 2.1 percent. So over the year we
had increases in real average hourly earnings that were about 3 percent
and productivity going up at a pace of about 2 percent. If we are
interested in questions of wage pressure, on costs and so on, we tend not
to look at this average hourly earning series but rather to look at our
employment cost index series.

The reason is it is a more comprehensive series. It covers all
workers, it covers benefit costs as well as wage costs, and, also, it is
calculated in a way that factors out changes in the mix of employment. If
average hourly earnings are going up because we have more people
employed in a high-paid industry, that is really not an indication of wage
rates rising. The employment cost index nets that out.

The most recent data that we have are data for the quarter ending in
March. Year over year through March of 1998, the employment cost
index for all civilian workers was up about 3.3 percent. So that measure
is running more in line with our most recent productivity statistics. So it
depends what you look at.

Representative Hinchey. Yes. But it is quite clear that wages are
going up. Hourly wages are going up; and they have been going up
consistently, as you have indicated, since about 1993.

Ms. Abraham. That is correct.

Representative Hinchey. Now, I am particularly interested in this,
because there were a number of studies that came out within the last
couple of years. One in particular by the 20th Century Fund talked about
the growing disparity in wealth and income in the United States. Are you
familiar with that study or any of those studies?

Ms. Abraham. I don't think I have seen that particular study,
although there has been a lot written on that general topic.

Representative Hinchey. It indicated that there was a growing
disparity in wealth and income, depending on how it was looked at, either
in 1970 or 1979, up until the time of these publications. Are we seeing a
reversal in that? Are we seeing, in fact, a closing of the gap? Do you
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have any indication that that might be the case, based upon these increases
in hourly wages, which are a relatively new phenomenon?

Ms. Abraham. Well, these average hourly earnings numbers are,
I think, of interest. They apply to about 80 percent of the work force, and
they exclude some of the people who are best paid. There was a long
period of time when we were seeing no increases in real earnings for that
group, the production nonsupervisory worker group. Then over the last
couple of years we have seen significant increases in their real hourly
earnings.

It may be that if this persists that, in the data that people use to do
these inequality calculations, we will start seeing something showing up
that is a change in the trend. I don't know that we have looked at that yet
or seen anything in the data that people typically look at for doing
analyses of inequality, which are our household survey data.

Representative Hinchey. Mr. Rones?

Mr. Rones. I think all I wanted to add is that we have done some
calculations on real earnings based on our revised earnings series that we
have introduced this month. If you look at the first quarter of 1998, you
see a real earnings increase of 1.2 percent, and in the quarter before that,
it was up .7 percent. These are very high by historical standards.

Now this refers to the series that Commissioner Abraham was
talking about, the production and nonsupervisory workers that make up
roughly 80 percent of the total payroll employment.

Representative Hinchey. Thank you very much.

Representative Saxton. Thank you, Mr. Hinchey.

Commissioner, thank you for being with us this morning. We
appreciate you being here again, as always, and we look forward to seeing
you next month. Thank you very much.

The hearing is adjourned.

Ms. Abraham. Thank you.

[Whereupon, at 10:15 a.m., the hearing was adjourned.]
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SUBMISSIONS FOR THE RECORD

PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

Commissioner Abraham, it is again a pleasure to welcome you and
your colleagues before the Joint Economic Committee (JEC).

The data released today show solid gains for American workers.
The closely watched payroll survey posted an employment increase of
296,000. The unemployment rate remained at 4.3 percent, its lowest level
since the Nixon Administration.

The data released today confirm the continuation of the business
cycle expansion that began in 1991. As I have pointed out many times
before, this expansion has been sustained and lengthened by the non-
inflationary policy of the Federal Reserve.

In recent quarters the Federal Reserve has held short-term interest
rates steady, resisting the calls of some for higher interest rates. The
research of the JEC supports this current stance of Federal Reserve policy
and supports its continuation into the future. The forward-looking price
indicators used by the JEC - bond yields, commodity prices, and the
dollar - show no signs of inflation or inflation expectations.

There is no evidence of inflation that would justify a Federal
Reserve interest rate hike at this time. Current Federal Reserve policy is
sound and should be maintained. The potential dangers of a tightening in
monetary policy are especially important given the current strength of the
dollar and resulting implications for the economies of other nations.
Federal Reserve policy should stay on its current prudent course.
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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 the opportunity to comment on the
labor market data released this morning.

Nonfarm payroll employment continued to increase in May, and the
unemployment rate was unchanged following a sharp decline in April.
At 4.3 percent for the second consecutive month, the unemployment rate
is at its lowest level since early 1970. The number of employees on
nonfarm payrolls rose by 296,000 in May, after seasonal adjustment,
somewhat above the average monthly gain of 260,000 for the 12 months
ending in April.

All of the net job growth in May occurred in the service-producing
sector. The services industry itself added 151,000 jobs, a large increase
following 3 months of below-average gains. Business services accounted
for half of the May increase, with strong gains in help supply services
and in computer and data processing services. The help supply services
increase was the first in that industry since February. Elsewhere in the
services industry, engineering and management services added 25,000
jobs, and employment in health services expanded by 17,000.

Retail employment advanced by 89,000 in May, the second large
increase in a row following weakness in February and March. May gains
were widespread in the industry, with especially robust growth in eating
and drinking places, department stores, and miscellaneous retail
establishments, such as drug stores and gift shops.

Employment in transportation and public utilities rose by 22,000
over the month. There was a large increase in transportation employment
(17,000) following much slower growth in April. In finance, insurance,
and real estate, 20,000 jobs were added in May, mostly in finance.
Government employment rose by 41,000; two-thirds of the increase
occurred in local education. Federal employment continued to wane.

In marked contrast to the robust job gains that occurred throughout
much of the service-producing sector of the economy in May,
manufacturing employment fell by 26,000. This was the first substantial
decrease since the industry began showing signs of weakness in February
of this year. Between March 1996 and January 1998, manufacturing had
added about 370,000 jobs.

Within manufacturing, job losses were generally small but fairly
pervasive in May. The largest decline occurred in apparel, which shed
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another 9,000 jobs. Employment in this industry has been trending
downward at a variable pace for 25 years, but the rate of decline appears
once again to have accelerated a bit. Small but notable declines occurred
over the month in electronic equipment and industrial machinery, two
industries that have shown substantial job growth in recently years.
There was also a small over-the-month jobs decline in auto
manufacturing.

The factory workweek rose by three-tenths of an hour in May,
offsetting most of April's decline (four-tenths of an hour, as revised);
nevertheless, factory hours have trended down since the beginning of this
year. It is reasonable to suspect that at least some of the recent declines
in manufacturing employment and hours are related to Asia's economic
problems, but we have no way of quantifying their impact.

Employment in the construction industry edged down by 9,000 in
May, following strong job growth since last fall. Mining employment
continued to ebb in May, and has declined by 13,000 since the most
recent series peak in September 1997. Mining employment generally has
been receding since the late 1970s.

Average hourly earnings for all private production or
nonsupervisory workers rose by 4 cents in May, following an increase of
6 cents in April. Over the past year, hourly earnings were up by 4.3
percent.

Before moving to the data from the household survey, I would like
to note that, in accordance with standard practice, these payroll survey
figures reflect the incorporation of our regularly scheduled annual
benchmark adjustments. Each year, we adjust our sample-based survey
estimates to full universe counts of employment, derived principally from
the administrative records of the state unemployment insurance tax
system. There is no benchmark source for the hours and earnings data,
but these series may be affected by the benchmark process because of
changes in the industry employment weights and the introduction of new
seasonal factors.

The impact of the revisions on employment in the March 1997
reference month is an upward adjustment of 431,000, or four-tenths of
one percent of the total nonfarm employment level. This is roughly in
line with the average percent adjustment over the past decade. The
upward adjustment indicates somewhat stronger job growth than
previously reported for the year ending in March 1997. Estimates of
payroll employment for the post-benchmark period, April 1997 forward,



21

also have been revised to incorporate the new benchmark levels as well
as revised seasonal adjustment and bias adjustment factors. The
additional net impact of the post-benchmark revisions is negligible.

In addition to the benchmark revisions, we are introducing
refinements to the seasonal adjustment process for hours and earnings
series (as previously announced). The purpose of these methodological
enhancements is to correct for distortions in the data related to the
varying length of payroll periods across months.

Turning to the data from our survey of households, as I mentioned
earlier, the jobless rate held at 4.3 percent in May, following a sharp
decline in April. Jobless rates for all of the major demographic groups
showed essentially no change over the month. Similarly, there was little
change in the number of persons employed part time even though they
would have preferred full-time work; this figure held at about 3.8 million,
although the size of the group is down slightly over the year. Civilian
employment changed little in May, and the proportion of the population
that is employed held at a historically high level of 64.2 percent.

Among persons outside the labor force, there were some 1.2 million
individuals (not seasonally adjusted) who were classified as "marginally
attached" to the labor market in May. These are persons who want and
are available for work and looked for employment at some point in the
past year, but are not currently looking for a job. The number of
discouraged workers, a subset of this group who have stopped looking for
work because they feel their search would be in vain, was 268,000 in
May (not seasonally adjusted). The numbers of marginally attached and
discouraged workers have declined over the past year.

In summary, total nonfarm employment rose in May, lifted by large
employment gains in services and retail trade. Employment in
manufacturing declined, following several months of little change. The
jobless rate held at 4.3 percent, its lowest level in nearly 3 decades.

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

Nonfarm payroll employment rose in May, and the unemployment rate remained at 4.3 percent, the
Bureau of Labor Statistics of the U.S. Department of Labor reported today. Nonfarm payroll
employment increased by 296,000 with all the growth occurring in the service-producing sector. The
number of manufacturing jobs fell, and construction employment edged down.
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Unemnlpyment (Household Survey Data)

The number of unemployed persons, 5.9 million in May, was little changed over the month, and the
unemployment rate held at 4.3 percent. Both measures had fallen sharply in the previous month. Among
the major demographic groups, the rates for adult men (3.5 percent), adult women (3.9 percent),
teenagers (14.2 percent), whites (3.7 percent), blacks (9.0 percent), and Hispanics (6.8 percent) were
essentially unchanged in May. (See tables A-I and A-2.)

The establishment data in this release have been revised as a result of the annual
benchmarking process and the updating of seasonal adjustment factors. In addition, the
seasonal adjustment process for the hours and earnings series has been refined to correct
for distortions associated with the varying length of pay periods across months. More
information on the revisions is contained in the note beginning on page 5.
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Table A. Major hidleators of labor nrt activt, seasonally adjusted
(Nmbers in thousands) .

Quarterly avergesI Mortuly dat Apr.-

Caegory 1997 1998' 1998' May
IV I ' T Mar. I Apr. | May change

HOUSEHOLD DATA Labor force status

Civilian labor force....... . .. 136.813 137524 137523 137,242 137,364 122
EntplOyntent ........................ 130,421 131.080 130.994 13183 131.453 70

Unenploymeo ......................... 6.3 | 6.444 6.529 5,859 5.910 51
Not in labor force ............. .67,123 66,871 67,024 67,489 67.535 46

Unentployoment rotes

All wnrkers ........................ 47 4.7 4.7 4.3 4.3 .0

Adultmn ............ ............ 4.0 3.8 3.9 3.4 3.5 0.1

Adult woren ........................ 4.0 4.3 4.3 4.1 3.9 -.2

Teenagers ......................... . 15. 14.6 15.0 13.1 14.2 1.1

While ........................ 40 4.0 4.1 3.6 3.7 .1

Black ........................ 97 9.4 9.2 8.9 9.0 .1

Hisp c origin ........................ 7 9 9 6.5 .' 8 .3

ESTABLISHMENT DATA- Employment

Nonfarnm employment ........................ 123,934 124,795 124,914 p
1 2 3

,
2 16

p
1 2

5.
51 2

p296

Goods-producing ..................... 25,108 25296 25.276 p25,33
4

p25.298 p-36

Cnnsn ion ..................... 5.761 5,881 5,860 p5,926 p5,91
7

p-9

Manufacturing ..................... 18,756 18,825 18,829 p18.826 pl8.800 p-
2 6

Service-producing' ..................... 99.826 99650 99.638 p99,882 p
1 0 0

,
2 14

p
33 2

Retail tnde ..................... 22.185 22.274 22,259 p22,328 p
2 2
,
4 17

p
8 9

Services ..................... 36,639 37,019 37,106 p
3 7
.
1 95

p37,346 p151

Government ..................... 19,663 19,711 19.7281 p19,764 p19,805 p41

Hours of work'

TOWl private ......................... 4.7 34.7 34.6 p34.' p34.1 p0.2
Manufacruring ........................ 1 42. 1 41. 81 p

4
1.7 p41 .43

Overtime .................. 4.9 4.81 4.8 p4.f p.l

Indexes of aggregate vwekly hours (1982=100)

Total private ....................... . 143.1 144.31 143.81 p143.91 p14491 PL

Farnings'

Average handy earnings,
otal private ................ ........ 512.5 $12.63 pS12.69 pS12.73 PS0.04

Average weekly earonigs,
tal ..................... 432.18 436.73 437.00 p437.81 14731.7 p3.92

Begianing to Jary 1998, hoauseh t retl new compote etatlonts aD visee
population contols.
'Establisluneot data have been revised to reflect March 1997 benchmarks. refinernents to the seasonal
adjusntent process for the hours nd earnings series. and nreotoptad seasonal adjusttent factors.
Incluees other industries, am shown sepatately.

'Da relate to private production or nonsupervisnry wotkers.
p=preltinfry.
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The unemployment rates for persons 25 years and older with less than a high school diploma

(6.7 percent), high school graduates with no college experience (3.7 percent), and college graduates
(1.6 percent) showed essentially no movement over the month. The jobless rate for persons with some
college experience but no bachelor's degree rose by 0.4 percentage point to 3.1 percent in May. (See
table A-3.)

Total Employment and the Labor Force (Household Survey Data)

Total employment was essentially unchanged at 131.5 million. The employment-population ratio-
the proportion of the population age 16 and older with jobs-was 64.2 percent. It has remained at or
near this record level since January. (See table A- I.)

About 8.1 million persons (not seasonally adjusted) held more than one job in May. These multiple
jobholders comprised 6.2 percent of the total employed. (See table A-10.)

The civilian laborforce, 137.4 million, was about unchanged in May, afterseasonal adjustment. The
labor force participation rate held at 67.0 percent. (See table A- 1.)

Persons Not in the Labor Force (Household Survey Datal

About 1.2 million persons (not seasonally adjusted) were marginally attached to the labor force in
May. These were people who wanted and were available for work and had looked for ajob 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 nojobs were available for them-totaled 268,000 in
May, down from 338,000 a year earlier. (See table A- 10.)

Industry Payroll Employment (Establishment Survey Data)

Nonfarm payroll employment rose by 296,000 in May, after seasonal adjustment, due to a large
increase in the service-producing sector. Employment in the goods-producing sector declined, with
widespread losses in manufacturing and a small decline in construction. (See table B- I.)

Manufacturing employment fell by 26,000 in May, after 3 months of little change. The largest
decrease was in the apparel industry, which continued its long-term decline with a loss of 9,000 jobs.
Most other industries experienced small employment losses over the month. Employment in both
electronic components and industrial machinery declined for the second month in a row; these industries
had added jobs steadily during 1997. In contrast, the furniture and fixtures industry continued its recent
growth, adding 3,000 jobs in May, and employment in chemicals and allied products also rose by 3,000.

Construction employment edged down by 9,000 in May, after seasonal adjustment. This follows
strong growth (204,000) from October to April.

Within the service-producing sector, the services industry added 151,000 jobs in May. This growth
followed 3 months of gains that were well below the 1997 average of 142,000. Business services
accounted for half of the May increase, with help supply services and computer services adding 26,000
and 17,000 jobs, respectively. This was the first gain for the help supply industry since February.
Engineering and management services continued to grow, adding 25.000 jobs, with a sharp gain (16,000)
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in management and public relations. Employment in health services increased by 17,000 in May, after
weak growth in the prior month.

Employment in retail trade grew by 89,000 in May, the second large increase in a row. Gains were
widespread throughout the industry, with sizable growth occurring within eating and drinking places
(33,000), department stores (28,000), and miscellaneous retail establishments (18,000). In contrast,
wholesale trade gained 9,000 jobs, compared with the average increase of 15,000 in the prior 12 months.
The 3,000 employment gain in durable goods distribution was the smallest in nearly 5 years.

Transportation added 17.000 jobs in May, following a much smaller increase (3,000) in April.
Employment in local and interurban passenger transit grew by 7,000, offsetting a decline of similar
magnitude in the previous month. Communications added 6,000 jobs in May, reflecting continuing
growth in the telephone industry.

Finance, insurance, and real estate added 20,000 jobs over the month, mostly in finance. Within
finance, mortgage brokerages had the largest job gain (5,000) and has grown by 13 percent over the past
12 months. Security brokerages also continued steady growth, adding 3,000 jobs over the month.
Insurance employment rose by 6,000 in May. Real estate employment edged down over the month, after
adding 31 ,000 jobs from December through April.

Government payrolls rose by 41,000 in May, mainly due to an increase in local education (28,000)
that was well above the industry's average for the past year. State government also had stronger-than-
usual growth in May, spread about equally between the education and noneducation components.
Declines continued in federal government employment.

Weekly Hours (Establishment Survey Data)

The average workweek for production or nonsupervisory workers on private nonfarm payrolls
increased by 0.2 hour in May to 34.7 hours, seasonally adjusted. The manufacturing workweek rose by
0.3 hour to 41.7 hours, but is a half hour below its peak level reached last December. Factory overtime
edged up by 0.1 hour in May to 4.6 hours; however, overtime hours have trended down in recent months.
(See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls increased by 0.7 percent to 144.9 (1982=100), seasonally adjusted. The manufacturing index
rose by 0.5 percent to 109.1. (See table B-5.)

Hourly and Weekly Eamings (Establishment Survey Data)

Average hourly earnings of production or nonsupervisory workers on private nonfartn payrolls
increased 4 cents in May to $12.73. seasonally adjusted. Average weekly earnings increased by 0.9
percent to $441.73. Over the year, average hourly and weekly earnings both rose by 4.3 percent.
(See table B-3.)

The Employment Situation for June 1998 is scheduled to be released on Thursday, July 2, at 8:30
A.M. (EDT).
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Revisions to Establishment Surtvey Data

In accordance with annual practice, the establishment survey data have been revised to reflect
comprehensive universe counts of payroll jobs (benchmarks). These counts are derived principally from
unemployment insurance tax records for March 1997; the benchmark process resulted in revisions to all
not seasonally adjusted data series from Ap.il 1996 forward, the time period since the last benchmark was
established. Seasonally adjusted employment series for all employees and women, beginning with
January 1993, also have been revised, in accordance with the usual 5-year revision practice. Seasonally
adjusted series for hours, indexes of aggregate weekly hours, and earnings for production or
nonsupervisory workers have been revised from 1989 forward to incorporate an improved design that
mitigates the effects of response and processing errors in reports from respondents with semi-monthly
and monthly payrolls. Seasonally adjusted employment levels for production or nonsupervisory workers
also have been revised from 1989 forward.

Table B presents revised total nonfarm employment data on a seasonally adjusted basis for the period
January 1997 through February 1998. The revised data for April 1997 forward incorporate the effect of
applying the rate of change measured by the sample to the new benchmark level, as well as updated bias
adjustments and new seasonal adjustment factors. In terms of data revisions, the not seasonally adjusted
total nonfarm employment level for March 1997 was raised by 431,000 (435,000 on a seasonally adjusted
basis). By February 1998, the previously published level was revised upward by 406,000 (308,000 on a
seasonally adjusted basis).

The June 1998 issue of Employment and Earnings will contain an article that discusses the benchmark
and post-benchmark revisions. This issue also will provide revised seasonal adjustment factors for March
through October 1998 and revised estimates for all regularly published tables containing national
establishment survey data on employment, hours, and earnings.

The BLS public database on the Internet, LABSTAT, contains all historical data revised as a result of
this benchmark, and updated seasonal adjustment factors. The data can be accessed through the Current
Employment Statistics (CES) home page at http://stats.bls.gov/ceshome.htm.

Further information on the revisions released today may be obtained by calling 202-606-6555.



Table S. Re xblos in total ooufam eupikymet. seasona11y adjwnted,
Jo..y 1997-Februry 1998
(In dhouands)

Yea and onths previonsly As mised Diferee
published _ _ _ _ _ _ _ _ _ _

1997:
Jan u ary ...... ......... 120,909 121,146 237

Februry.................................. 121,162 121,457 295

Ma ach r c h 3.32.................................21.4 121,779 435

April .. 3. 121,671 122,092 421

May ...... ............. 1213.834 122,325 491

June ................... 122.056 122.534 478

July ................... 122.440 122.811 371

August..................................... 22.492 122.894 402

September ................... 122,792 123.280 488

October. ................... 123,083 123.568 485

November............................... 23.512 123.944 432

December................................ 23.866 124,289 423

1998:
January................................... 124.265 124.640 375

Febn1ary.124.524 124,832 308
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Explanatory Note
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Update on the Sample Redesign for the Payroil Survey

In June of 1995, the Bureau of Labor Statistics (BLS) announced plans for a comprehensive
redesign of the sample of establishments for its monthly payroll survey. The Bureau's plans calledfor a 2-year research effort to develop the new sample design, followed by a 2-year production
test of survey methods, procedures, and systems, with a phased-in implementation of the new
design following thereafter. As scheduled, the research phase for the Current Employment
Statistics (CES) sample redesign was completed in June 1997, and the Bureau launched a
production test of the new sample design at that time. While the production test was previously
scheduled to conclude in June 1999, it has been extended for one year. BLS is postponing the
initial implementation of the redesign until June 2000, when it expects to introduce the first
estimates from the new design, for the wholesale trade industry, with the 1999 benchmark
revisions. The remaining industry divisions are scheduled to be phased in with subsequent years'
benchmark releases over a 3- to 4- year period.

The one-year postponement of the redesign implementation is a result of difficulties experienced
during the first year of the production test, as well as issues that arose in the ongoing CES
program. The goal of the first year of the production test was to evaluate the feasibility of the
CES redesign methods, systems, and procedures in a live production environment. The new
probability-based methodology is much more complex than the current methodology and requires
more complex operating procedures and computer systems to support it, particularly in the areas
of sample updating, new respondent enrollment, and monthly data collection. The live testing
during the past year identified a number of areas where the research methodologies needed to be
strengthened and the operating procedures and software systems needed to be expanded in their
functionality. Initial complications were experienced in establishing the regular quarterly sample
updates required by the new design and in achieving high response rates from the respondents
targeted as new sample members for the redesign.

Progress on software development for the new computer systems for the redesign was slowed
significantly due to a redirection of systems priorities towards ensuring that the existing CES
processing system is Year 2000 compliant. In addition, there were some delays in methods and
procedures development over this past year due to the considerable time and effort needed to
correct a calendar-related effect that was discovered to be significantly distorting month-to-month
movements in current CES hours and earnings series.

This paper describes CES sample redesign research and production test activities completed to
date and plans for further research, testing, and implementation.

Background - The CES survey is a federal/state cooperative program that provides monthly
estimates of nonfarm payroll jobs and the hours and earnings of workers, derived from a sample
of nearly 400,000 business establishments nationwide. These data are some of the most closely
watched and widely used economic indicators among public and private policy makers alike. TheCES program offers several important attributes to its users: timely release of data, an abundanceof industry and geographic detail, and an annual benchmark to full population counts from stateUnemployment Insurance (UI) tax records, which helps to maintain overall survey accuracy.
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Current Design Lmitations - Two limitations of the CES survey now hamper its ability to lly

reflect current monthly employment trends: the lack of a probability-based sample design, and the

absence of a method for directly measuring employment from new business births. Both of these

limitations are now addressed in the CES survey indirectly, through use of a time series modeling

technique known as bias adjustment. These limitations affect not only national but also state and

metropolitan area series and contribute to a recurring problem of differing employment trends

reported for the national versus the sum-of-states CES estimates.

The existing CES sample is a quota sample whose inception over 50 years ago predated the

introduction of probability sampling as the internationally recognized standard for sample surveys.

Quota samples are known to be at risk for potentially significant biases; introducing a probability-

based sample for CES will more effectively ensure a proper representation of the universe of

nonfarm business establishments, through randomized selection techniques and the regular

rotation of sample members. It also will allow for the publication of sampling errors and

confidence intervals - standard survey accuracy measures not directly applicable to the current

non-probability design.

In addition the CES sample redesign addresses a second critical measurement issue, timely

sample-based representation of employment from new business births. Procedures have been

developed for ongoing quarterly sample updates that will ensure better representation of new

units in the CES sample. The new design also provides for the capture of the birth of new
worksites within multi-establishment firms on a monthly basis. Time series modeling techniques

are being tested to estimate the residual portion of birth employment not accounted for through
the improved sampling techniques.

Improved birth/death measurement, coupled with a probability-based sample design. should yield

more accurate and consistent employment, hours, and earnings estimates across the national,

state, and area levels.

The New CES Sample Design - The new design is a state-based, stratified simple random

sample, where the strata, or sub-populations, are specified by industry and employment size. The

sampling rates for each stratum are determined through a method known as optimum allocation,
which distributes a fixed number of sample units across a set of strata in such a way as to

minimize the overall variance, or sampling error, on the primary estimate of interest. For the

CES redesign, the number of sample units is fixed to the approximate size of the existing CES

survey; this is the sample size supportable by current program resources. The total nonfarm

employment level is the primary estimate of interest, and the new design gives top priority to

measuring it as precisely as possible, or, in other words, to minimizing the statistical error around

the statewide total nonfarm employment estimates. The current sample size can support the

publication of considerable industry and geographic detail within a State and provide for highly

reliable national CES estimates at the total nonfarm and detailed industry levels.

The sampling frame, and the CES sample itself, will be updated on a quarterly basis, as each new
quarter of UI-based universe data becomes available. This quarterly frame maintenance will keep
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the sample up-to-date by adding new firm births and deleting business deaths and will provide the
basis for a regular program of sample rotation. The basic sampling unit is a UI account number.
UT numbers are unique within a state and generally cover all the individual worksites within a
firm. Defining the UlI account as the basic sampling unit provides for the implicit capture of
worksite births and deaths within multi-establishment firms. During monthly data collection,
sample respondents can be queried about the opening and closing of worksites and this
information incorporated into the estimation process.

In addition to the quarterly updates, which facilitate sampling for new business births, the new
design also calls for an annual update process which indudes sample frame maintenance and the
redrawing of the entire sample for the first quarter of each year. Frame maintenance provides for
the updating of industry, size class, and metropolitan area designations and for the merging of the
quarterly supplemental birth samples into the overall frame. A high degree of overlap at each
annual update is expected because all UT accounts on the sample frame are ordered through a
technique known as permanent random numbers (PRN). This technique assigns random numbers
to all UT accounts on the universe frame at the time they first appear and then sequentially orders
the frame by the PRNs. The allocation for each sampling cell is then flulfilled by working down
the ordered PRN list until the fiull complement of needed units is drawn. Because the random
numbers are permanent and thus remain in essentially the same order on the frame, it is expected
that between 90 to 95% of TA accounts drawn for the sample for any given year will be drawn
again the following year. This then minimizes cancellation of existing sample units and the need to
solicit replacement units.

After initial implementation of the fiull probability sample design, BLS will institute a program of
regular sample rotation. This will reduce the respondent burden for individual firms selected for
the survey, by limiting the length of time they are asked to participate.

Erlimationfornnulas - As an integral part of the new sample design, improved estimators also
have been developed and tested for the CES survey. Estimates will be generated using a stratified
expansion estimator that uses weights developed from the population sampling fractions to
expand the sample employment to an estimate of universe employment. This basic technique will
be augmented by benchmark factors, or post-stratification weights, that take advantage of
information available from the most recent UT population count. These benchmark factors rely on
a strong correlation between current month and benchmark month employment across business
establishments to provide for variance reduction.

Business Birth and Death Estimation - Regular quarterly updating of the CES sample frame, with
information from the UT universe files will help keep the CES survey current with respect to
employment from business births and deaths as indicated above. The most timely TA universe files
available, however, will always be a minimum of 6 to 9 months out of date with respect to the
current reference month for estimation. The CES survey thus can not rely on quarterly frame
maintenance alone to provide estimates for business birth and death employment contributions.
BLS has researched both sample-based and model-based approaches to measuring birth units that
have not yet appeared on the UT universe frame.
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Over the past year, BLS concluded research on a sample-based approach to measuring

employment from new business births, but found it to be untenable in the actual CES production

environment. This approach was based on the development of new business birth frames each

month. BLS collected files of new UI account registrations from each of its state partners in the

State Employment Security Agencies (SESA) to develop the frames, then drew and screened a

birth sample, and began immediate monthly collection of data. The major drawback to this

method was that the files of new U! accounts available from the SESAs each month were not

current enough to form an accurate birth sampling frame. The research revealed that firms first

registering for UlI had often been in existence for several months prior to their registration; many

new businesses do not register until after the end of the quarter in which they first have UI-

covered employment. Additionally, it was found to be very costly to create frames and to select

and enroll monthly birth samples, and results from birth estimate simulations indicated a high

degree of variability associated with the estimates. All of these factors led BLS to abandon the

approach of a monthly sample-based estimate for new business births.

BLS now is concentrating on model-based approaches to measuring employment from business

births and deaths each month. Early exploratory research indicated that, while both the business

birth and business death components of employment change were relatively large, the net

contribution of births and deaths was quite small and relatively stable. BLS is testing two model-

based approaches to estimating the birth/death component of total employment change each

month.

The first modeling approach relies primarily on using death units to impute for the missing birth

units. The primary feature of this approach is the imputation of an employment level for all sample

units that do not report in a given month, including those found to be out of business. Research

to date shows this approach works reasonably well in most industry divisions. In the retail trade

and services divisions, however, where birth employment change has been consistently outpacing

death employment change, a supplemental net birth/death model is required, in addition to the

imputation approach, to properly account for all of the birth employment. An operational

advantage of this method is that it does not require distinction between sample non-response for

business death versus other reasons; employment for all nonresponding sample members is

imputed in the same manner.

The second modeling approach directly estimates a net birth/death employment component from

historical observations plus a separate variable for the observed movement in the sampled part of

the population. This method assumes CES will capture and use information on business deaths,

on a one-month lagged basis, through the data collection process. It thus makes use of

information on out-of-business units in monthly estimation.

Both of these techniques have the limitations common to all time series models, the inability to

react quickly to sudden changes in trend and to economic turning points. Both rely on historical

patterns and relationships and, additionally, incorporate information from the current movements

observed in the reported sample to help estimate the birth and death employment contribution to

total nonfarm employment.
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Much of the research work for the CES sample redesign completed to date by BLS and its expertconsultants from Westat Inc., the National Opinion Research Center at the University of Chicago,and the University of Michigan Survey Research Center, is summarized in a set of eight technical
papers presented at the 1997 Summer Joint Statistical Meetings sponsored by the American
Statistical Association. The papers have been published in the meeting proceedings and also are
available upon request from BLS.

Current Status of the Production Test - The CES sample redesign is a comprehensive projectthat affects all major aspects of the CES program. In order to support the newly developedprobability-based design, new methods, computer systems, and operating procedures are required
for:
- Sample frame construction and sample selection, including quarterly and annual updating
- Solicitation, enrollment, and ongoing monthly data collection for sample respondents
- Editing and review of respondent microdata and monthly sample-based estimates- Business births and deaths modeling techniques
- Annual benchmark adjustments
- Seasonal adjustment

Met hodological Research -To date, the research work to develop new methodologies for sampledesign and estimation has been completed, as briefly described above. In addition, substantialresearch has been completed and further work is in progress in the areas of new respondent
enrollment protocols and business birth/death estimation methods.

BLS is in the earlier stages of methods research for benchmarking and seasonal adjustment. Themajor issue affecting benchmarking is achieving consistency between national and state estimates.Currently, the national and state estimates utilize different methodologies to adjust data for theinter-benchmark periods between the March benchmark reference points and utilize somewhat
different procedures for establishing benchmark levels for the small portion of the population notcovered by the UI universe-based benchmark. Developing a consistent methodology is critical toachieving the goal of consistent and approximately additive national and state series.

The major issue for seasonal adjustment centers around the potential emergence of new seasonalpatterns that differ significantly from those evidenced by the current CES-sample based estimates.
As the CES program transitions to a more representative sample of the UT universe, some of thediffering seasonal patterns now evident between the sample-based estimates and the universe
counts are expected to be reduced or eliminated. Because the seasonal adjustment processrequires a consistent historical series to produce accurate seasonal factors, BLS is examining useof universe counts or some hybrid of sample and universe-based series for the seasonal adjustmentprocess.

Computer Systems and Operatng Procedures - To date, prototype systems and procedures have
been developed for sample frame construction and sample selection, including quarterly andannual updating. For the new design and estimators to work effectively requires a continual,
precise accounting of each UT account on the sample frame and each of its associated worksites.This accounting is updated each quarter with UT birth and death information and annually when
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the sample is redrawn. This is a complex process because there are large numbers of
administrative as well as economic changes that occur in the UI-based sample frames. The new

design also requires precise updating of the status of sampled UI accounts each month.
Procedures also were developed to track and handle separately overlap Ul accounts, i.e., those

included in both the existing CES and the new probability design.

Revised systems and operating procedures also have been developed for the solicitation of new

sample respondents and their initial enrollment into the sample. The transition from a quota-based

to a probability-based sample requires that high response rates be achieved for the exact sample as

selected. Under the former quota sampling method, if solicitation response rates were low,

solicitation of substitute units continued until the target sample size for a given sampling cell was

achieved. Because of the very different nature of probability sampling, significantly improved

solicitation protocols and procedures needed to be developed, including refusal conversion efforts

targeted to reluctant respondents and personal visit initiation for the largest firms selected for the

sample.

Monthly data collection systems and procedures required significant enhancement to provide for

the immediate capture of information on the opening and closing of worksites within multi-

establishment UI accounts to fulfill the sample design specifications. All of the CES data
collection modes - telephone, electronic filing, and mail-required reprogramming.

Additionally, an improved set of microdata screening procedures as well as estimate review

procedures are in the early test stages. The new procedures will provide for more consistency of

approach across national, state, and area estimation and rely less on individual analysts' decision-

making processes than current procedures.

Next Stages in the Production Test -Wholesale trade was selected as the first major industry

division for probability design phase-in, and the production test thus far has concentrated on

collecting data for that industry. The enrollment of the entire wholesale trade sample is expected

to be complete by the fall of 1998. The enrollment of the first of two major industry groupings
within the division, wholesale nondurables, is nearing completion, and BLS expects to begin

making a fill set of parallel estimates for this component over the summer. Manufacturing will be

the next major industry division targeted for probability design conversion; enrollment for that

division is scheduled to begin by the end of this year.

Evaluation of the production test results will continue to focus on operational as well as

methodological issues, including:
- response rates achieved using newly enhanced solicitation procedures, and the costs associated

with achieving acceptably high ongoing response rates; and
- development of new software systems and processing procedures to accommodate the more
complex design and estimators, and the testing of these systems in a monthly production
environment.
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As parallel estimates generated under the new design become available, BLS and the states will
begin evaluating the performance of the new sample and estimator for conformance to design
expectations in the areas of

-measurement of levels and over-the-month changes for employment, hours, and earnings at the
national, state, and area levels, with performance evaluated by comparison against the current
CES series and in terms of variance measures;
- consistency of overall levels and trends between the national and the sum-of-the-states
estirnates;
-the magnitude and direction of benchmark revisions required to the sample-based estimates;
- the disaggregation of benchmark error into the amounts stemming from estimation of each of the
three major components - business births, business deaths, and continuing units;
- the accuracy of methods used to impute data for CES survey non-respondents, which can be
evaluated by comparing imputed values against data reported for Ul purposes for these
establishments; and
-the seasonal patterns exhibited by the new sample-based estimates as compared with those from
the IA universe data series and the existing CES series.

Sample Redesign Implementation Plans -The Bureau intends to proceed with a phased-in
implementation of the new CES sample design beginning in June 2000, coincident with the
publication of March 1999 CES national benchmark revisions. The wholesale trade industry
series for CES national estimates will be converted to the new probability-based procedures at
that time. Probability-based estimates for state and area wholesale trade series are targeted for
introduction in March 2001 with the next state benchmark revision.

After the initial conversion of wholesale trade, BLS will continue a phase-in of the new design by
major industry division. Implementation of the new sample and estimators for major divisions will
be scheduled to coincide with the publication of benchmark revisions, in order not to disrupt
published over-the-month changes for current month estimates with a continually changing sample
composition. Conversion of all industries is expected to be completed approximately 4 years from
the start of implementation.
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1. Overview

This package provides background information on benchmark revisions to the establishment payroll survey data
released today. Benchmark revisions, published in early June each year, are a standard part of the payroll
survey estimation process. The benchmark adjustment represents a once-a-year re-anchoring of sample-based
employment estimates to full population counts available through unemployment insurance tax records filed by
nearly all employers with State Employment Security agencies.

The incorporation of March 1997 benchmarks has led to revision of all not seasonally adjusted data for the
period subsequent to the last benchmark, i.e., April 1996 forward. Seasonally adjusted all employee data has
been revised from January 1993 forward. Seasonally adjusted hours and earnings series have been revised from
January 1989 forward. Although the usual practice is to revise 5 years of historical seasonally adjusted data
with benchmark updates, the hours and earnings series include additional updates to correct for calendar-related
fluctuations in the series.

At the total nonfarm level, the March 1997 benchmark revision is an upward adjustment of 431,000 or 0.4
percent, well within the range experienced over the previous decade of zero to 0.7 percent. (See table I.)

The industry distribution of March 1997 benchmark revisions is shown on Table 2.

fi. Background Information

(I) What is the establishment payroll survey?

The establishment payroll survey, also known as the Current Employment Statistics survey, is a monthly sample
survey of nearly 400,000 business establishments nationwide. The primary statistics derived from the survey
are monthly estimates of employment, hours, and earnings for the nation, states, and major metropolitan areas.
Preliminary national estimates for a given reference month typically are published on the first Friday of the
following month, in conjunction with data derived from a separate survey of households, the Current Population
Survey (CPS). The CPS is the source of statistics on the activities of the labor force, including the nation's
unemployment rate.

(2) What is the UI universe count?

The Bureau's UT universe count is a quarterly tabulation, from administrative records, of the namber of
employees covered by unemployment insurance (Ul) laws. Ul universe counts, available on a lagged basis,
contain individual employer records for over 7 million establishments and cover nearly 98 percent of total
nonfarm employment; they thus provide a benchmark for the sample-based estimates. For the small segment of
the population not covered by Ul, BLS develops employment benchmarks from several alternative sources.

(3) Why are the payroll survey estimates benehmarked to UI universe counts?

The CES survey, like many other surveys, establishes benchmarks on a periodic basis in order to adjust its
sample-based estimates to complete population counts available from administrative records.

Because of their much smaller size, sample surveys offer an ability to produce very timely estimates along with
a greater ability to control the quality of the data contained in individual reports. There is a need, however, to
recalibrate sample estimates periodically against full population counts. The use of a population count, or
benchmark, allows the results of the sample survey estimation process to be adjusted for new birth units in the
population frame, and for sampling and non-sampling errors.
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Ill. Effects of the 1997 Revisions

(4) How does the benchmark revision affect the employment data for months prior to March 1997?

Following standard BLS methodology, the March 1997 UI-based benchmark employment level has replaced the
March 1997 sample-based employment estimate. The difference between the benchmark level and the sample-
based estimate (i.e., the 431,000 benchmark revision) has been wedged back to the previous benchmark level;
1/12 of the difference was added to the April 1996 employment level, 2/12 to May 1996 and so forth, through
February 1997 which received 11/12 of the difference.

(5) How does the benchmark revision affect the employment data for months subsequent to March 1997?

Estimates for April 1997 forward have been recalculated by applying over-the-month changes from the sample,
along with recomputed bias adjustment and seasonal adjustment factors, to the new benchmark level.
The average monthly bias adjustment levels for the April 1997 to March 1998 time period were unchanged at
150,000 per month.

By February 1998 the revised total nonfarm employment level is 308,000 above the previously published
figure. The net impact of the post-benchosark revisions for all months is shown on Table 3.

(6) What is the revision process for the previously published preliminary estimates for March and April
1998?

Revisions for the most recent two months, March and April 1998 result from both the effects of the benchmark
process described above and the routine incorporation of additional sample receipts into the March final
estimates and the April second preliminary estimates.

Additionally, the April second preliminary estimates reflect results from the annual sample resizing process.
Resizing essentially re-evaluates the size class estimation cell assignments of individual sample members and
revises the assignments as appropriate. For example, an establishment that grew substantially over the past year
might be reassigned from an estimation cell composed of small firms to a cell composed of large firms, ones
more reflective of the establishment's current size. The resizing process thus contributes to revisions between
the first and second April preliminary estimates, as the more up-to-date size class estimation cell assignments
are introduced with calculation of the second preliminary estimates for April.

(7) What cansed the calendar effect in hours and earnings series? How is BLS adjusting for the effect?

The calendar effect results from both response error and processing error associated with the conversion of
reported payroll and hours information for semi-monthly and monthly pay periods to a weekly equivalent. All
non-weekly payroll data must be converted to a weekly equivalent in order to be used in the CES estimation
process. Because there are a variable number of weekdays (or standard workdays) across months the
conversion process is not entirely straightforward; it relies on certain standard assumptions that proved
inadequate in some circumstances. The conversion process shortcomings led to non-economic fluctuations in
hours and earnings series that were highly correlated with the number of weekdays in a given month.

With the publication of the 1997 benchmark revisions BLS has corrected for this effect through the seasonal
adjustment process using a REGARIMA modeling technique, for all affected hours and earnings series. This
includes the total private Average Hourly Earnings and Average Weekly Hours series as well as the division
level Average Weekly Hours series for transportation and public utilities, wholesale trade, retail trade, finance,
insurance and real estate, and services, and the division level Average Hourly Earnings series for wholesale
trade, finance, insurance and real estate, and services.
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IV. Benchmark Revision Sources

(8) What are the causes of benchmark revisions?

In general, differences between sample-based estimates and universe counts result from both sampling and non-
sampling error. Although sampling error is present in the payroll survey, as it is in all surveys, the CES sample
is so large (almost 400,000 reports covering about one-third of universe employment) that sampling error is not
usually an important factor in explaining the differences.

Nonsampling error arises in both the survey estimates and the universe counts and is a more significant cause of
benchmark revisions. Sources of nonsampling error include coverage, response, and processing errors in both
data series. Additionally, the survey is potentially subject to sample design and estimator biases.

(9) What is the status of the planned sample redesign for the CES survey?

In June of 1995, the Bureau of Labor Statistics announced plans for a comprehensive redesign of the sample of
establishments for its monthly payroll survey. The plans called for a 2-year research effort to develop the new
sample design, followed by a 2-year production test of survey methods, procedures and systems, with a phased-
in implementation of the new design following thereafter. As scheduled, the research phase for the Current
Employment Statistics (CES) sample redesign was completed in June 1997 and the Bureau launched a
production test of the new sample design at that time. While the production test was previously scheduled to
conclude in June 1999, it has been extended for one year. BLS is postponing the initial implementation of the
redesign until June 2000, when it expects to introduce the first estimates from the new design, for the wholesale
trade industry, with the 1999 benchmark revisions. The remaining industry divisions are scheduled to be
phased in with subsequent years' benchmark releases over a 3- to 4- year period.

The one-year postponement of the redesign implementation is a result of difficulties experienced during the first
year of the production test as well as issues that arose in the ongoing CES program. The goal of the first year of
the production test was to evaluate the feasibility of the CES redesign methods, systems, and procedures in a
live production environment. The new probability-based methodology is much more complex than the current
methodology and requires more complex operating procedures and computer systems to support it, particularly
in the areas of sample updating, new respondent enrollment, and monthly data collection. The live testing
during the past year identified a number of areas where the research methodologies needed to be strengthened
and the operating procedures and software systems needed to be expanded in their functionality. Initial
complications were experienced in establishing the regular quarterly sample updates required by the new design
and in achieving high response rates from the respondents targeted as new sample members for the redesign.

Progress on software development for the new computer systems for the redesign was slowed significantly due
to a redirection of systems priorities towards ensuring that the existing CES processing system is Year 2000
compliant. In addition, there were some delays in methods and procedures development over this past year, due
to the considerable time and effort needed to correct a calendar-related effect that was discovered to be
significantly distorting month-to-month movements in current CES hours and earnings series.



Table 1. Percent differences between nonfarm employment benchmarks and estimates

by industry division, March 1990-97'

Industry 1990 1991 1992 1993 1994 1995 1996 1997

Total ......... ................... -0.2 -0.6 -0.1 0.2 0.7 0.5 (2) 0.4

Mining ......... .................... -3.3 -.6 -.8 2.2 -.7 .2 0.5 3.1

Construction ...... ................. -.8 -.2 -2.6 1.6 1.9 -1.6 .2 1.1

Manufacturing ...... ................ .3 .1 -.8 1.1 1.3 .3 1.0 .7

Transportation and public utilities. -.3 -1.0 -.6 1.0 2.2 -.7 -1.2 -.3

Wholesale trade ...... .............. -2.6 -.2 .7 -2.6 1.2 1.2 -1.7 -.1

Retail trade ...... ................. -.3 -.3 .9 -.2 1.3 1.6 .5 -.1

Finance, insurance, and real estate. -1.4 -.4 -1.5 1.5 2.1 -1.8 -1.1 .5

Services ........ ................... .3 -1.6 .2 .1 -.8 .9 .1 1.0

Government ....... .................. .2 -.3 .4 -.1 .4 .2 -.1 -.4

1 Differences are based on comparisons of final, published March estim-tes and benchmark levels, as originally

published.
2 Less than 0.05 percent.
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2fbla 2 Diff e b s- f l bsf te" e d ttimtes by L.&-tsy,
N.rch 1397

(Numbrs in tbousns

I I
I I

trd-y | Berh"r | e i en

i i
I I

TOtal ............................... | 120,903

Total private ,, ,,.. ,.. ,,,,,, .| 101.040

Goods-producing .. ,......... .. 24,3l9

Mining ,,,,,,, , 5, 8 S0
MHt l ..ining , ,,,,,,,.. 53
Co-l ining , ,,, ,,,,. ,,.. 96
Oil nd gas extraction . ... . 327
NOoetallic mliner-ls, except fuels........| 103

Construction ,,,,,,,,,,,,,,,,,,,.. ,. ,,,.... .5 ,260
Canarl building contractors ........ 1,237
Heavy conatruction, escept building .. .. 709
Special trade contractors .. ,,. ,,,,.. 3,314

anufacturing . ,.. 18.519

Durable goods . .10,894
Lber and ood products . 777
Furniture nd fiature s. 509
Stone, clay, and glaso products . 540
primry -mtl industries . 709

Blast furnces and basic steel products . 235
Fabricated metal products |. 1,464
Industrial chinery nd equipent .1 2,151

Co puter sd office equipment . .. 368
Electronic nd other electrical equipent .1 1,672

Electronic cwonents and accessories . 636
Transportation equipment |. 1,826

Motor vehicles nd equipmet . .. 983
Aircraft nd parts ... 485

Instrants nd relatd products .1 859
Miscellaeous mnufacturing . 388

Nondurable goods . . 7,625
Food and kirred products . 1.651
Tobacco products . 41
Textile mill products . 619
Apparel nd other textile products . 835
paper Dd allid producta . 682
Printing nd publishing . 1,543
Chenicals and allied products . 1,032
Petroleum sd coal products . 137

120 472

100, 522

24, 163

562
54

92
313
103

5. 204
1, 227

685
3,292

18, 397

10, 821
781
507
530
709
236

1,461
2. 142

372
1, 642

614
1, 812

969
490

853
385

7. 576
1, 653

41

611
823
673

1 534
1, 026

137

| Diff erenceDM--

A -ountj Percent

431 I 0.4

I 518 5

196 a 8

I I
18s 3. 1

I -I I -1.9
4 I 4.2

14 I 4.3
I 01 0

56 I 1.1
10 .8

24 I 3.4
22 I 7

122 I 7

I I
73 I 7
-4 I -.5

2 I 4

10 1.9

I -I I -.4
I 3 I 2
I 9 I .4

-4 I -1.1
30 I 1.8
22 3. 5
14 .8
14 I 1.4
-5 I -1.0
6 7
3 0 8

49 6 6
-2 I -.1

8 1 .3
12 I 1.4

I 9 1.3
9 I 6
6 6

I 0 I 0
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Stbl 2. Diff'sfness bstm fa 1oPInsnt b-se-rke -a sstiat"e by trty.

Marb L957--Cnti-Id

(Numbers in thousads)

I I | Differene

Indutry tstenchtar | tiaste | l
A-tunt Percent

I I . I

Rubber nd eisscl aneo plastics products . 992 9 986 | 6 .6

Leather and leathsr products 1 9. . .93 1 0 0

Srvice-producing . . 96.544 I 96,309 235 .2

frsnportstion nd public utilities . . 1 6331 6,353 -22 _-.3

Tranportatin. . 4.062 | 4,123 -61 | -1.5

Railroad tranportatin . . 223 I 224 : _11 _- 4

Local nd interurban passenger trnanit . 460 I 467 1 -7 I -1.5

Trucking snd srehousing . . 1,627 | 1,640 _I3 | -8

ester trnsportstion . .173 1 170 I 3 I 1.7

Transportation by air .. -. -- 1.130 I 1,176 | -46 I -4 1

Pipelines, scept naural ga ....... . 14 1 14 1 6 I 0

Transportation ssrvices . . 434 432 I 2 I S

Coosunicstiono nd public utilities -... . 2,269 2,230 | 39 1 1.7

Co enications --... ... 401 1,359 42 I 3.0

fleotric, gas, and sanitary sea-vices 6 868 8 71 I -3 I -.3

Wholesale trad . .- | 6,567 I 6,571 I 4 -.1

Durble goods.. 3882 3,077 | 5 .1

sondurabl- goods.- 2,685 2,694 -9 -3

I I . I
Retail trade . .21.467 21,494 -27 I -.1

Building materials ad garden supplis . I 894 88 | 6 .7

General s-ershodise stores . - 2,598 I 2,674 I -76 J -2 9

Deparment stores . . 2,287 | 2,352 I -65 | -2.8

Fond stores . . 3,432 I 3,430 2 .1

Auto-otiva dealers nd service ststion | 2,284 | 2,293 _ -9 I -.4

New nd u.ed nr de.lers . 1,046 1,052 6 -6 |

ApParel nd socessory stores,- . -... 1,06 1,6 1.071 -7 - 7

Furniturs nd hone furnishings stores 983 | 1,015 j -32 I -3,3

Eating and drinking p .ces-... 7,5064 7,386 | 118 | 1.6

Niscellansous retail e tabli- tI...ts . | 2.709 | 2,736 -27 I -1.0

Fiance, insurance, nd real estate . . 6,988 I 6,951 I 37 .5

Fi nce . .3,368 | 3,359 I 9 .3

Depository institutins - .. .. 2.015 2,030 -15 -I 7

Carcial banks . 1,452 1 2,476 -24 I -1.7

Savings in titutions . .262 | 254 | 8 3.1

oondepository institutions.I 555 I 535 20 6 3.6

Mortgage bankers nd brokers . . 247 I 241 I 6 | 2.4

Security nd .o.odity brokers . . 581 577 6 .7

Holding nd othsr investet offices | 217 I 216 I 1 .5

Insurance . 2,242 2.215 27 I 1.2

In ura ce carriers.I 1,521 I 1,498 23 I 1.5

Insurnce agents, brokers, ad service . 721 I 717 6 .6

Real esate . .1,378 1,377 I 1 .1
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T7bln 2. Dife-ee. bee.n oco _l-eet k _ ed eetietee byi1'r
l1hro 19 -C7.i-a

(N-eb- L. tbho u.d

I I
I I | Difference

Indu tozy I B~encbr} I B ti ete I
I I I 80nt01 A Peroeot

Service. I -. . . 35.328 I 34U990 I 338 . 1.0
Agriclt.ral servie .e 1 588 I 580 | 8 I 1.4Hotel. nd othec lodging Pla.e. . 1,673 I 1,677 I -4 -.2
P. 1 r C . .ervlces ----- |.. 1,244 | 1,257 | -13 | -1.0
BRsiness servi.e .. 7.677 459 218 2.8Services to buildiog. . 922 I 891 1 31 I 3.4

Ponel upply services . 2,794 I 2.676 l 11S i 4.2
Help sppy.- service .. 2,480 | 2.350 | 130 | 5.2

Coopotar sod data processiog servi es. 1,362 | 1.298 | 64 4.7
Auto repir. ervicee. nd parking . 1,113 | 1,125 I -12 -1.1
xiscell neouc re i spa i.ic . 369 | 378 1 -9 I -2.4Hotion picture . . 540 | 533 I 7 | 1.3
Aa-e t Dd re're tion cervice .. 1,406 I 1,373 33 2.3Health -. Iic | 9,633 | 9.604 | 29 | 3Office.so d clinics of edical doctor. . 1,715 I 1,716 | -1 -.1

Nureing Dd personal car. facilitie .. 1,744 I 1,749 -5 I -3
Hoepit l|. 3,845 3,851 | -6 -.2
No health care service .. 706 I 677 29 I 4.1

legal service. . 935 9 943 I -8 -.9
Educational .e.vice. . 2,209 I 2,178 I 31 I 1.4
Social cervices . 2,490 I 2,459 | 31 I 1.2Child day care .ervic . .. 581 I 596 1 -15 I -2.6

Reaideotial ce. . 704 688 | 16 | 2.3
Hesu and botanical and 20010810.1 garden.|d . 84 81 3 I 3.6
Hetb rship orgniation. . 2,231 2,178 I 53 I 2.4
Engineering nd agnent .eccicee.. 2.943 I 2,950 I -7 I -.2

Engineering and architectural services.. 849 I 859 -9 I -1.1
Maeaeg~nt nd public relation .. 910 I 922 f -12 I -1.3Service., nec . 48 I 48 I 0 I 0

00.1.It -. . . . . . 19,863 | 19,950 | -87 I -.4
Fed l ...................................... 2 700 0 2.700 0 0

Federal. ecept Potal Service . i 1,850 I 1,850 I 0 0Stet . . 4,692 4,748 I -56 I -1.2
Education.. 2|028 2,069 -41 | -2.0
other State goverrnent . 1 2,664 I 2.679 -15 I -.61.001 - -- .1 12.471 12,502 I -31 -.2
Etucation .1 7,239 | 7,238 | 1 | 0
Other local govereent . .1 5,231 I 5,264 I -33 I -.6

I Incldee other induetrie, not ahon seprately.
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