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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
Representative Saxton. 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 lator
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.
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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 1
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



6

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 11 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?



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 1
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



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. 1 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, | 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. IfI 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, [ 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 1 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, 1 assume, the
military?

Ms. Abraham. Yes, it does.

Representative Hinchey. It does.
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The increase in government employment—

Ms. Abraham. [ 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. |
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.



Inflation and the Unemployment Rate
Fall Together Since 1992 -

e=m Jnemployment Rate

[
L ot
©
o
L ol
c
o
E
>
o
a
=
o
=
)
: .
8
2
O

CPI-U: All Items Less Food and Energy
% Change-Year to Year SA, 1982-84=100

4.5 ;
1992 1993 1994 1995 1996 1997

Source: St. Louis Federal Reserve Bank and JEC calculations.

81



19

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, [ 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,
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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 payrol
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.

Chant 1. Unemployment rats, ssasonally adjusted, Chart 2. Nontarm payroll empioyment, seasonally edjusted,
Pocans  June 1995 - May 1998 mons  Jume 1995 - May 1998
s 1280

s —
) AN . —
. T

A i
a0 160
y .
A v oesreeeinen L. A L L i
oo ™ o7 ™) 00 ) Wt 1508

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 p ), adult 39p ),
teenagers (14.2 percent), whites (3.7 percent), blacks (9.0 p ), and Hispanics (6.8 p ) were
essentially unchanged in May. (See tables A-1 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
| adjustment p 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.




Table A. Major indicators of labor market activity, seasoually adjusted

(Numbers in thousands)
Quarterly averages Monthly data Apr.-
Category 1997 | 1998 1998! May
v ] 1 Mar. | Apr. [ May change
HOUSEHOLD DATA Labor force status
Civilian labor force......... P— 136.813] 137,524] 137,523| 137,242| 137364 122
ploy 1304211 131,080| 130,994] 131,383] 131453 70
U 1 6392 6.444 6,529, 5,859 5.910 51
Not in labor force. 67,123]| 66.871] 67.024] 67,489 67.535 46
Unemployment rates
L R 7 SR —— 47 47 4.7 43 43| 0
4.0) 3.8 3.9 34 35 0.1
4.0 4.3 4.3 4.1 39 -2
Te 15.0 14.6 15.0 13.1 14.2] 11
| O 4.0 4.0 4.1 3.6 37 1
Black 9.7 94 9.2 89 9.0] Bl
T ST T T 1 RO——— 7.4 6.9] 6.9 6.5 6.8] 3
ESTABLISHMENT DATA? Employment
Nonf? tploy 123,934] 124,795 124,914] p125,216| p125.512 p296
25,108| 25.296| 25276 p25.334| p25.298) p-36
5,761 5881 5.860| p5.926] p5917 -9
18,756] 18,825| 18,829 p18,826] p18.800 p-26
99.826] 99500 99.638| p99.882| p100,214| p332
22,185 22274| 22,259| p22,328{ p22,417 p89
36,639 37,019| 37,106 p37.195F p37.346) pisi
19.663] 19.711] 19.728] p19.764] p19,805 pal
Hours of work*
34.7 347 34.6] p34.5, p3d7 po.2
42.1 42,0 418 palal  paL? p.3
4.9] 48 4.8 pa.5 p4.6) p.l
Indexes of aggregate weekly hours (1982=100)*
143.] 1443 14380 praze]l praas]  pro
Eamings’
$1247| $12.59] $12.63] p$12.69) p$12.73| p30.04
Average weekly earnings,
total private. 432.18] 436.75] 437.00] p437.81] p441.73 p3.o2
TBeginning in January 1998, houschold data reflect new p P d revised
population controls.
2 Establishment data have been revised to reflect March 1997 k fi to the 1]
adjustment process for the hours and eamings series, and d | adj factors.
’ industrics, not shown

other P
* Data relate (o private production or nonsupervisory workers.

p=preliminary.
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The unemployment rates for persons 25 years and older with less than a high school dlploma
(6.7 percent), high school gmdua!es with no college experience (3.7 p ), and college gi
(1.6p ) sh ially no movement over the month. The jOblCSS rate for persons with some
collegc 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-1.)

About 8.1 million persons (not scasonally 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 labor force, 137.4 million, was about unchanged in May, after seasonal adjustment. The
labor force participation rate held at 67.0 percent. (See table A-1.)

Persons Not in the Labor Force (Household Survey Data)
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 a job sometime in

the prior 12 months but were not c das ployed b they had not searched for work in the
4 weeks preceding the survey.
The ber of di aged worl -a subset of the marginally attached who were not currently

looking for work specifically because they believed no jobs were available for them—totaled 268,000 in
May, down from 338,000 a year carlier. (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-1.)

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 gam for the help supply industry since February.
Engineering and services inued 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 miscell retail blish (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.

Weckly 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 pervisory workers on private nonfarm
payrolls increased by 0.7 percent to 144.9 (1982=100), lly adjusted. The f: ing index
rose by 0.5 percent to 109.1. (See table B-5.)

Hourl | Weekly Eamings (Establist s D

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

The Employment Situation for June 1998 is scheduled to be released on Thursday, July 2, at 8:30
AM. (EDT).
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Revisions to Establishment Survey 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 Ar-il 1996 forward, the time period since the last benchmark was
established. S lly 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 workezs 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- hly
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
applymg the rate of change measured by the sample to the new benchmark level, as well as updated bias
ad and new 1 adjustment factors. In terms of data revisions, the not seasonally adjusted
total nonfarm employment leve) 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 Eamings 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 Intemet, LABSTAT, contains all historical data revised as a result of
this benchmark, and updated ] 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.
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Table B. Revisions in tota) nonf; p djusted

January 1997-February 1998

{In thousands)

Year and month Asp::l:'zzly As revised Difference

120,909 121,146 237
121,162 121,457 295
121,344 121,779 435
121,67 122,092 421
121.834 122,325 491
122,056 122,534 478
122,440 122,811 mn
122492 122,894 402
122,792 123,280 488
123,083 123,568 485
123,512 123,944 432
123,866 124,289 423

1998:

JANURLY...crevrenrramannnemsasrrsaseensonse 124,265 124,640 375
February........cooeeccenreceicnne.. 124,524 124,832 308




Explanatory Note

This news release presents siatistics from two major surveys, the
Current Population Survey (houschold survey) and the Cument
Employment Statistics survey i survey). The
survey provides the information on the labor force, employment, and
unemployment that appears in the A tables, marked HOUSEHOLD
DATA. Itis a sample survey of about 50,000

job they hold. Hours and earnings data are for private businesses and
relate only to production workers in the goods-producing sector and
nonsupervisory workers in the mwpmauan; sector,
Differences in
and methodological differences benveen the housebold and

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

The cstablishment survey provides the information on the
employment, hours. and eamings of workers on nonfarm payrolls that
appears in the B tables, marked ESTABLISHMENT DATA. This
information is collected from payroll records by BLS in cooperation
with State agencies. In June 1998, the sample included about 390,000
establishments employing sbout 48 miltion people.

For both surveys, the data for a given month relate (o a particular
week or pay period. In the household survey, the reference week is
generally the calendar week that contains the 12th day of the month. In
the estzblishment survey, the reference period is the pay period
including the 12th, which may or may not correspond directly to the
calendar week.

Ccvnrlge, definitions, and differences

estimates derived from the surveys. Among these are:

* The bouschold survey includes agricultural workers, the self-
employed, uapaid family workers, and private bouschold workers among
the employed. These groups are excluded from the establishment survey.

* The household survey includes people on unpaid leave among the
employed. The establishment survey does not,

* The household survey is limitedio workers 16 years of age and older.
Thea;bllmmmeyunuhmwdbym

*The survey has no i of i because
individuals are counted onty once, even if they bold more than one job. In
the establishment survey, employees working at more than onc job and
thus appearing on more than one payroll would be counted separately for
each appearance.

Oﬂm differences be(ween the two surveys are described in

between surveys “Ci from and Payroll
B 3 " . The le is selected to reflect the entire Surveys,” which may be obtained from BLS upon request.
civilian ion, Based on toaseriesof  Seasonal adjustment
q\mmmwwkmnbwmhmwus MW“WM Over the course of a year, (hennntd:muonsllborfmcemd
over in a sample id is as he level: i

not in the labor force,

People are classified as employed if they did any work at all as paid
employees during the reference week; worked in their own business,
pmfuslon.oron'.hurown farm: or\vm'kedm!hmn pay at least 15

due to such scasonal cvents as changes in weather, reduced or
expanded production, harvests, major holidays, and the opening and
closing of schools. The effect of such seasonal variation can be very
large; scasonal fluctuations may account for as much as 95 percent of

hours i farm. Pe
if they were temporarily absent from their jobs because of illness, bad
weather, vacation. labor-management disputes, or personal reasons.

the th: h changes in
Because these seasonal events follow a more of less regular pattern
nch year their Inﬂuenee on mnsnal trends can be efiminated by

Pwplzm:hsnﬁedumzmploy:dn!meynmdlofus ing
criteria: They were

h. These adj make

available for work at that time: and they made specific cfforts to find
employment sometime during the 4-week period ending with the
refemr:week Persons 1aid off from uobmdexpecungreull need
dandmvedfmmlhehmseholdwmymnomydepmduwnthe
eligibitity for or receipt of unemployment insurance benefits.

‘The civilian labor force is the sum of employed and unemployed
persons. Thase not j inthe
labor force. The unemployment rate is the number unemployed as a
percent of the labor force. The labor force particip rate is the

such as declines in econom.c activity or
increases in the participation of women in the labor force, casier to
spot. Forexample, th large number of youth entering the labor force
each June is likely to obscure any other changes that have taken place
relative to May, making it difficult 1o determine if the level of
economic activity has risen or declined. However, because the effect
of students finishing school in previous years is known, the statistics
for the current year can be adjusted to allow for a comparable change.
Insofar as the scasonal adjustment is made correctly, the adjusted
figure provides a more uscful too] with which to analyze changes in

labor force as a percent of the population, and the employment-
populaxmmlw:slheemployedulpcrcanafmepopdauon
survey. Th

such as factories, offices, and

as well

ic activity.

Inboth the and surveys, most y
adjusted series are independently adjusted. However, the adjusted
series for many major estimates. such as total payroll employment,

np in most major industry dwmons. total employment, and

P
as Federal, State, and tocal g ities. Emple fe

payrolls are those who received pay for any part of the reference pay
period, including persons on paid leave. Persons are counted in each

are by adjusted
component lenes For example, wotal unemploymml is derived by
summing the ldjuswd series for four major age-sex components; this



differs from the unemployment estimate that would be obtained by
directly adjusting the total or by combining the duration, reasons, of
more detailed age categories.

The numerical factors used to make the scasonal adjustments are
nn!cnl:ndumz-yw me:hmsdsddwvcy the factors are

! again for the fuly-December
period. F«themnhhmmwwy updated factors {or scasonal
ummmwmmmmwmmm

(he faikure mph

of the inability to
Mwmmfwdlmmmmmk,mm«

unwillingness
m:.mmwmm.mmmmnmm
o processing of the data.

For example, in the establishment survey, estimates for the most
recent 2 months are based on substantially incompicte returns: (or this
reason, these estimates are labeled preliminary in the tables. It is only

along with new April period. ManmummlmNymm:uﬂym

In both surveys, mmhﬂmwddaummﬂ:mlyw ample rep ived, that the estit i ftnal.

Rellability of the estimates Another major source of exror in the
Szmmwonmmmuwwummm survey is the inability to capeuse, on a timely basis, employment

subject to both i d ample ratty new firms. To correct for thi

than the entire population is surveyed, there is that i of growth (and f error), a process known as

mmmmﬂuﬁwnhﬁu‘mmmmyw
The exact difference, ot sampling ervor, varics depending on the
particalar sample sclected, and this variability is measured by the
nmdmnrom:emm ‘There is sbout 8 90-percent chance, or
level of that i will differ by no
m!hnl6nmdndmﬁmthe"\xm‘powlﬂmvﬂnem
of sampling error. BLS analyses are genenilly conducted at the 90-
percent level of confidence.

For example, thy fi ral for thy
mpluym{mmlhehomd»ldmcyhond\tuﬂaofplmwmmu
376,000, Suppose the estimate of total employment increases by
100,000 from one month to the next. The 90-percent confidence
interval on the monthly change would range from -276,000 to 476.000
(100,000 +/- 376.000). These figures do not mean that the sample
results are off by these magnitudes, but rather that there is about a 90-
percent chance that the “trse™ ovu-!.he—:mmhdtmlmwithnm

Mdﬁmunﬂu&dmmemvcy:mmuwm

whereby a specified number of jobs is added to the monthly sample-

based change. mmoﬁh:mhlybnsldjumuwedhrply

on past i the b

of employment and the total counts of employmem described below.
The sample-based estimates from the establishment survey are

adjusted once a year (on a tagged basis) to universe counts of payroll

insurance program. The difference between the March sample-based
employment estimates and the March universe counts is known as a
benchmark revision, and serves as a rough proxy for total survey efvor.
‘The new benchmarks also incorporate changes in the classification of
industrics. Over the past decade, the benchmark revision for total
nonfarm employment has averaged 0.2 percent, ranging from zero to
0.6 percent.

interval. Since this range includes values of less thy Additiona) statistics and other lnformaﬁon
nyvnhconl'dammﬂnploymhadmfn.muused. If, . More ive statistics are ined in and
however, million, thenall of th Eamings, each month by BLS. lliuvnihbleforSllwpu

values within the 90-percent confidence interval would be greater than
zero. In this case, it is likely (st least a 90-percent chance) that an
employment rise had, in fact, occurred. The 90-percent confidence
muuvﬂfmlhcmomkﬂychmpmunemplnynmu#—?.sam and
rateitis +/- .21

issuc or $35.00 per year from the U.S. Government Printing Office,
Washington, DC 20402. All orders must be prepaid by sending a check
a7 money order payable to the Superintendent of Documents, or by
charging to Masiercard or Visa.

for y

point.

Emple and Earnings also provides measures of sampling
emor for the houschold survey data published in this relcase. For

2nd other labor

In general, estimates i ing many indivi or
have lower standard errors (relative to the size of the estimate) than
estimates which arc based on a small number of observations. The
precision of estimates is also improved when the data are cumulated
over time such as for quanierly and annual averages. The seasonal
adjustment process can also improve the stability of the monthly
estimates.

The household and establishment surveys are also affected by
nonsampling error. Nonsampling errors can occur for many reasons,

these measures appear
intbles 1-B through |-H of its “Explanatory Notes.” Measures of the
tdmduyofthedandnvnfmmdnwabhdmmmcylmdn
actual amounts of revision due t provided
in tables 2-B through 2-G of that publication.

Information in this release will be made available to sensory
impaired individuals upon request. Voice phone: 202-606-STAT;
TDD phone: 202-606-5897; TDD message referral phone:
1-800-326-2577.




30

HOUSEHOLD DATA HOUSEHOLD DATA
Table A-1. Employment status of the civillan populstion by sex end age
Plusmiars in housencs}
Not ssesonelty adjusted Sensonslly adjusted’
Empioyment status, eex, 8nd 808
My Mary May Jan. A
1967 1908 1997 1008 1908 1990
TOTAL .
20852 204,731 22 204,400 204731
force [ It 137200 | 130000 | t37am | 17ss7 § 137520 | 2@ | T
L) 7.0 o0 7.9 &7, 73 72 87.0
Emploved wases | w07 | s | e | wmom | LI | o | e RSy
oy s as “2 840
Agrcutise 282 3318 2418 231 e
125912 2742 27804 124078 127784 2729 127 082 128,033 s
a%e a784 088 asn
a7 a1 A a8 a7 a3
Nol In iabor foroe 0870 |2 a5 82 8748 08544 67,024 €7.400 67538
Men, 16 years and over
Civilan ”, 28,503 90.501 97.55% o2 s 98,501
foroe N ket 73853 72,000 TIN62 T80 .78
Panicipation e 748 749 749 2 78.0 748
Employea eses | 703 | voses | ewres | Tosie [ 70450 70,085
o ny 714 ne TS 718 ny ny
azn 2008 2087 A s 3320 Aoee
“ “ L) as as 4 2
Men, 20 years and over
»7e8 [ Sied 0. f0.470 082
Civillan: lnbor foroe L A0 89.490 08,152 08,950 L1 84.001 524
7.0 . e 771 769 768
Employed 0584 a7 7413 08,3060 7,008 67100
popultion reo 742 740 744 e 743 740 741
Agriculess 2,608 2,408 2482 242 2282 2,004 2324
Qw7 LY 84,830 Q07 “rns L 3] 64,805
248 23% 2081 2844 281 240
a7 as 34 a9 Y EY ] Y3
‘Women, 16 years and over
Cwvllen 105274 108228 108,308 105274 Ll 108,070 108,308
foros em Q.08 am a4 a.rT7 L~E %
Paricipution (e ... 0.8 83 508 0.0 0.1 08
Employed 0507 | w7 | wew | sers | wse | ewr0s 0,78
580 588 570 587 57.1 572 572
3 205 arer e 3073 213
e (Y] a2 “ (X “ - a4
‘Women, 20 years and over
. o167 08553 1. [ od L aldd o088
Civilien labor force 50084 58,45 58,404 58129 29,052 8.7 sm 5408 80573
©3 02 02 0.8 0.8 0.7 0.4
Emptoyed 0404 san sT28 700 87,148 87,108 57078 57358
78 a0 0 78 2.0 880 580 [22] 860
Agricutrs ™ 708 7 ™ 811 ] nr 708 8
ssem2 86,428 42 85728 5622 58S 58,670 58370 58,400
2520 s a2 a4 2 2878 2411 23%0
43 ar a7 s 44 43 43 4“0 e
Both sexss, 15 to 19 years
Coiten 18300 15 | 18600 13300 | 18427 18,453 1881 15800 15,000
Civilgn lbor foros: ko 7884 8064 . 106 (Y] 8,500 0068 8108
812 “s 5.8 819 531 833 815 518 623
Employed o537 s aser LY 4 108 7008 7088 1007 1010
a7 @2 Y] Qs a8 ©s @s 480 “p
Agriculure 04 20 8 28 t-d o M7 o5 =8
@n as52 8441 00 arss LY el s 6754
129 7 1207 1544 115 1207 148 1,082 1186
) ns 29 50 187 u 1wy 8o " res

‘mmﬂmbunm-‘—aw-u-mmw NOTE: Bagiwing in Jarcery 1908, e rehect new cOMPOES SEIMSON PRGIANSS
umbers. vy,
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Table A-2. Employment status of the civitian populstion by race, sex, 89e, and Hispanic origin
Pasmben i houssnds)
Not sessonafly sdjusted Seasonslly sdjusted’
Employment status, ace, sex, age, and
Hispanic origin
Jon. Feb. Mar.
1997 1908 1998 1997 1908 1908 1998 1900 1998
WHITE
wmre | maa | masy | weme [oarosto | ez | mote | e | anes
foree e | 1 Nz { 10 18293 | visaee | ns2er | vis0s7 | s
e o4 73 678 735 678 674 2 7.
Employed 110006 | 11030 | 111,127 | 100508 | 108 | 1082 | t0es | 1cese | snces
849 4y 045 647 3
4431 aon 410 008 4 4550 s 4199 e
EY] as 41 a0 P a1 a7
Men, 20 years and over
Cviien latior force 50137 | so.1ms | socss LY ] 832 | se2m 307 9,308
Purticioation e - 778 0 T4 73 74 .1 72 2
Employed 728 | 5730 | $1.748 57308 57200 srse2 | 57518
%o 732 77 748 749 748 749 7
1883 175 1748 1528 1918 1982 1748 1850
e a a0 20 34 20 a1
Woenen, 20 years and over
Civiian labor force: 48,708 48001 “.845 «orr <07 49,019
Putticioaion rate 508 0.7 .0 3.9 0.9 £0.7 505
4100 | 730 | a8 | ooz | o720 [ aze | 2w | ax | e
o 7 5.7 8 578 £7.7 577 7 67.7 578
1,708 1501 1504 140 1.7 i xg ) 1801 180
1 n 37 ar a7 34
Both sazss, 16 t0 19 years
L=t rsnsied O — s 6304 ass3 are o 6963 1019 6708 e
547 81.7 882 853 563 588 560 540 388
Employed s 853 s.088 5,051 8113 8,107 6120 5908
LAl a7 Y] 482 ©a “s ©s 4“5 .y
741 s s 2 [ 24 0 ™ o
.. 19 1ne 120 129 18 123 ns 120
Men 133 3 120 “2 fres us 127 4o
Women 43 108 ns 127 [ (Y] 106 107
BLACK
Chvilan 2428 «UN7 24,198 24220 24257 2217
Chian labor lorce 18370 18,778 15700 | 542 18788 15,085 1IN 18,907 15,758
Pesticoation e 642 648 644 5.3 635
Employed 13,825 AR e | 13w 14318 1449 14,408 14490 14304
o $7.7 578 502 802 3
1545 1347 131 1587 1472 1538 141 1,408 1412
) 10 [%] 103 o3 (X4 0
Men, 20 years snd over
Civiien: labor force 7.080 7.000 1 7012 g7 7,004 7.007 7,00
oati 7.7 727 T22 77 72.1 728 722
Emoloyed 8438 6428 asn a5
o ) (2] s @y 8.0 oas 2] 2] 74
= 400 s 3 624 an
e [ 74 a8 [ 79 78 18 T4 L4
‘Womaen, 20 years and over
Civilan labor force 7061 7814 77802 7.6m 7% 1952 7505 1422 787
%4 {0 a7 €19 43 6.5 3 643
Employed o987 7,190 7120 L nm 7268 7204 7182 7,10
Population rato 8.1 82 s .1 %02 %08 o
(2] o1s 1 ™ 3] 87 &1 640 o7
e ¥ 79 [¥] 02 80 [Y] [ (Y] 4
Both sexes, 16 to 19 years
foros ”m 912 ] o o 90 o oo 0
Pestopstion ree %8s 374 ns «s 0s «$ <«s 04
Employed 872 705 687 508 o83 ] 703 744 2]
rato ns 20 20 us ny o 20 08 ns
307 207 282 308 204 202 2 244 =
™ Mo ”7 200 ne 0.1 ns 2.1 247 24
Man 89 27 07 5 ns u7 s ne a2
Women Mo 27 E:Y n ns 284 03 o83 e

See loowncies at end of Wmbie.
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Table A2 wmdmmwwmmmmﬂ Mispanic origin — Continued

HOUSEHOLD DATA

Oambers in Fooamnas)
Not sessonelly sdjusted Sessonsily adjusted’
Employment tatus, rece, seX, 808, and
Hispanic orign
ey ey My Jan. Feb. M. ey
1997 e 1997 1908 1998 1908 1908 1998
HISPANIC ORIGIN
0z | wams | 20975 | 2028 | 20740 07 | 288 20ms | 20878
force 130 | 1417 | uxe 1270 | e | 40 14298 14,30 Y]
674 8 8.y .0 73 8.0 LY L "ns
Empioyed 12008 1229 1428 1T 12008 121 12,508 13,64 13,400
uhation ratio 2s Qd “o 24 os Qa4 1] “2 “3
ol ”ne L3 1087 s L " " Ll
) i3] (T3 7. [t [ (Y3 s [

1 The poputmtion Sgures e Nt edkaed for sessonal varietion; thersions, (densioal

DOt the white and blsck popuistion Groupe. Beginning in January 1908, aata reect new

Procecuses and Aviesd population contrels used in the housshold

NOTE: Detell v 0w abxve 1808 and Hispank-origin roups wil NGt su 10 iokels. vy
mmnumwmnmmnmnmmn
Table A2 status of the civillan 28 yoars and over by ‘seasonelly sdjusted
{Diumbars in thoussnde)
ot sessonally adjusted Seasonally schused’
[ g, ey "y o Fab. [ Ao, May
1987 190 1998 1997 1908 1008 1908 108 1008
Lewe than s high school diploma
0. 208% nm 2,18 29,081 L0228 20251 206% 2001
foroe e |27 | 128 1200 | 122 | 12 2% 12004 | 12000
Qs a4 as 417 @3 80 Qa4 @7 a4
Employed 11,084 nes | 12447 nss | nom 1M 11,500 nwm | nse
%3 «3 «©8 03 03 05 »3 »? %8
Ll 00 e 1004 mm o’ ”», L =
15 72 (3 2 12 70 72 10 o7
#High school gradustes, no college
sr2 57484 57,708 5182 57808 87418 57085 57484 57,708
Civilan iabor foros om 73 v 70 nmw 0 e 37340 7408
Porcent of 5.4 @0 @2 ®s ®s LA 85 85.0 €50
Employed 320354 nm 36300 20,007 28,303 30302 20201 38,114
o QI3 28 6.0 @9 Q0 02 28 2.4 626
143 1281 1572 1485 1508 1,000 1434 18
34 42 Fey 40 a2 39 a7
Leas then @ bachelor’s degree®
ame | ose | o | e | e m
force. N nae 3140 31508 31518 3817 31,400
140 7.1 784 74.1 745 8 747
Employed 008 nID 2042 0429 2053 41 0457
72 na e 29 na 720 28 4
() (-] (4 101 (34 1003 [ m
29 0 0 a2 3 33 ar a
‘College gradustes
40,008 «iw Q.00 40.900 nns “«0s ur Qo
Civilian labor force: = ns a0 2em s nT2 nm 290 /M0
L 0.5 08 04 803 7.7 03 805 08
Esnployed RN nes o 238 L noe n- na BI04
ulasion ratio no ™4 na ne n ne ns na ns
< [ a To8 s [ ] - ,m L)
20 18 " 21 . AL 12 7 4
'mw—m“nm*—en—ummm 3 incuoes
nuenbers anpeer in B Uneckasted et seascnally ecusied colwmrs. NOTE: Segiwing in Juawary 1500, duis mfiect fibw CORPORRS GUIMANON ROORAISS
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Tatie A-4. Selectad empioyment indicators
n Pxeamndy)
Mot ssssonally acdiusted Sessonaily acjusied
Catagory
My May ey Aex. i d
17 108 1997 e 1908
CHARACTERISTIC
Toml amployed, 16 yers and over 120865 120,736 131478 129,404 131,06 131,18 120,994 131,383 13148
Q484 @7 asse @I Qs ans @m Q065 Q4m
s L 820 nm 2an nsn 2073 s
‘Woman 153 kL] 794 420 T84 TaM . 7413 T
OCCUPATION
Managerisl 7 nL ner2 708 000 28,164 30454 8043 0.541
Tochnicel, esiee. and edmiistratve sopont ———......| 312 24001 n2er 0304 na 2,003 0585 20,401
Service 17,407 1740 17,740 17418 e 17080 1.5 17478 1774
AR, e repalr e 14508 UEWN uwm 14208 14,458 14,856 14673 14,083
Cperators, fatvicemn, snd boren 18514 10253 18250 msa ne2 e nmin 1047 1222
Farming. forasy, end fshing 88 2404 ane 2 ans 243 2200 a4
CLASS OF WORKER
Agatoe:
Wage and selary workers 317 200 07 1977 1000 1828 1406 1987 14871
Sef-empioyed workens 1483 1281 140 1442 1348 1224 1242 1324 188
Unpeld tamily workers. -] n 2 a2 “ 4 ” 2 L]
Inckatrigs:
Wage and asiary workers 1481 118217 1475 16874 118529 118981 119,131 118774 1901
wim 18,473 18,287 17.883 10421 18378 18072 18,202 1804
nAD nrQ 100,487 %001t 100,108 100583 101,058 10057 100,978
[0 "2 ”s [ -s 1008 1022 1014 1015
Othar inchstring nsn 8,79 20401 8,083 00123 100,087 »s57 90,984
Bes- yoct 8181 0087 .00 2008 904 ayet ame 0,000 LT ]
190 "r o " L)) "7 1w 124 o
PERSONS AT WORK PART TIME
AR inchtries:
Purtime. aun 1840 e 4,00 4082 A2 902 4728 A
Stack work or business condions 2 200 2,008 2208 2202 212 21 2074 2,104
iy 1,305 1258 129 1,440 1400 1485 1,448 1,300 1344
Pant time for ez 11000 1noas w2t ns1s 18407 18448 10,004 10082
Purt e 10r GOONCIIC FORB0NS veerreeo .. anr 2408 an s 743 ans 380
Slack work of BUSIESs CONINTS ~meve oo | 201 2010 1957 ES ] 2362 2025 2,087 1.008 204
iy work 1384 1252 1298 1,402 131 1433 1418 1278 1315
Part tne for 7m 18204 w1t 17054 17008 17,708 =9 1747 18,087
mmumn—mmm——-mvam nwntnam—;mnm-— for renscne euch as holldeys,
Axing e enie misrrce wesk 1o easone Buch 8 wecetion, B, or Inckmeried Eness, end bed weathwr. Beginning in M‘ﬂ*ﬂmm
Gapute. Pt e r AGNBCONOMG FA460MS GRCAIING PErsons who ususlly
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Toble A-5. Selected adjusted .
Nusmber of
persons Unamployment rates’
Category &
Aos. May Jon Feb. s, Ao
- 1997 1008 1908 1997 1908 1908 1908 998 1998
CHARACTENRISTIC
e pT—— . ] 4% 5910 a8 a7 4 47 a3 Y]
yours 2481 2308 249 19 as as w 4 3s
Women, 20 years end over 2841 2411 2220 | a8 a4 43 43 41 39
Bt seuss, 1610 10 yoors 2P Y 1158 ire 11 1y 150 n 2
1100 ” 1023 27 28 28 25 22 24
1478 ” a2 E 3l a 33 28 28
fomiles (4] [ ot 79 7 78 7. 78 7
axo | om0 | ame m s | e m a2 .2
1308 197 1187 53 84 82 57 a a7
OCCUPATION?
™ ™ [ 21 20 20 13 18 .7
Technicel, saies, end sdministrative | 1808 1473 1570 9 a2 “w a a7 a9
production, craft, end repair ™ [ [c4 L a8 41 as a7 44
Opecatcrs, febrioatns, 91 iaborers 1453 110 1279 12 59 [ [t a1 83
Farming. toreswy. end fahing 28 F-4 as a8 3 74 58 &
INDUSTRY
worken 520 45M 4783 80 a7 47 47 43 a
1642 120 13% 53 Py ar 80 P a8
Mirirg 21 [ 33 40 26 a7 23 13
o1 “7 574 (Y] 7% 78 a8 3 80
210 L3 43 as a7 a8 s © 38
53 4% s 38 34 29 a8 3s 20
Nondurabis goode -7 208 1 53 a8 80 a2 “ as
2008 am 424 a9 a7 7 Py P a8
m 28 e s s 2 a3 ES] 30
1£% 1.8 182 at s a8 84 52 (3]
Firance, NMUIANCS, Nnd rea setae » m 130 » as 28 28 22 20
1553 1484 1850 a7 43 It a7 43 a8
as7 » 451 2s 24 23 29 a0 24
A wage 157 m 10 78 108 es a7 0 9

nt avallebls NOTE: Baginning in Januery 1906, data Teliect Aew COMOOEAS eeSmlion prooacures
1o the trenc-oycie and regueer

Table A-8. Duration of unemployment

{(Phumbers in thousmnds)
Not sessonelly edjusted Seascnally sdjusted
Duration
ey Feb. Aox.
1997 1908 1908 1007 1908 1998 1908 1098
NUMBER OF UNEMPLOYED
[P 1 1 J——————————— 28 2250 28 542 24008 2822 28 28%2 263
£ 10 14 wooks 189 1734 1597 2,087 147 1,500 19 190 1954
15 Wotks 80 OV rooermem e | 2172 1000 150 207 1811 143 173 1417 .1 rem
144 784 724 1.084 ™ 0as [ S84 [
ety PN [ -] ] 1022 1030 o4 - s 08
werage n wasks 187 138 130 133 138 158 "3 13
in wesks . Y] [ 78 14 12 a8 a4
PERCENT DISTRIBUTION
100.0 1000 120 1000 1000 100.0 1000 | w000 1000
1 »ne »e “~7 »o »?r @3z @8 Qs
510 14 wests n4 207 oy 20 Nna 200 0. 39 23
15 WOBKE B0 OV oo ceesannn mmrsssssm s ne 204 »s nt 29 ®n. 24 242
e 134 128 188 123 [ 128 (] 108
o - 10 11 o 33 s 153 s 110 "y

NOTE: Beghwing in Januery 1988, deta rellect Aew COmpONES SSIRANON DrOCKCIIeS
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Tabie A-7. Reseon for unemployment
Otsmbers in oumnce)
Mot sessonally scijussd
Renson
ey ey -y Jan. A, Nay
7 1909 1 w7 1908 1908 1908
NUMBER OF UNEMPLOYED
Jot ey — 2817 2081 2007 283 m
704 ] (=] - [
ot 19 1523 1508 2082 1967 1938 1,
m 1.8 1387 ) [{) th [H]
e a2 @1 [M] [M] ) )
Job levers o - = " [ T
Resrarm 2412 1] 20 228 2229 2008 2mm
- - s s (1 -
PERCENT DISTRIBUTION
000 1000 1000 1000 1000 000 1000
e | @t ap ar “3 “i, “y
oyl no 124 s 138 128 "o fre}
Tyl X1 301 i 07 08 29 no ns
Job larvers n3 103 1ns 21 27 w0y 124
Pescwarss »1 aa n4 £l =0 8y ns
() (Y a“ [ o ar [*]
UNEMPLOYED AS A PERCENT OF THE
CIVRIAN LABOR
s p— 20 19 1 2 20 7] 20
b Inavars ] A 3 ] ] 3 3 3
Rerawn i “ 15 1 s . iri 13
A - A Ll - -
M.
HOTE: Begiving n Jenuary 1508, Guts reflect nw CERTEONe SR PrOCEUESS
Table A-8. Renge of of labor
Percert)
Not seesonelly scjuated
Measure
May . My ey fd
1997 o 1900 1997 1908 08
w 15 wesks o
oo oo 18 15 (3] 10
L
chvilen Wbor loroe 20 12 22 22 19
[ tow
Lt a2 o Pt o
™)
o Ld - ) (Y] (&3] (M)
[ mesginaty
&7 80 ) (W] (] (]
e
o o
as 2] | ™M (o] (&) t
Y Mot owalabis. fooking v @ . Persons employed darl ime 10r econoric raascns s $hose who werd and

Pxtiened i wtis A-7 of s ey D © 1004, Maspinally SRached wOrer Ire Parecne
WO CrNdly e neliher WOMKinG AOr Doking (o work bt IS et ey wart and e

© subest of e merpinelly stached. Nave Oiven ¢ KXO-MEr retmted rascn ke nol GaTenlly
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Table A-8. Unempioyed persons by sex and age, sensonsily adjusted
Nurmber of
- uemgioyed. Urasploynent ratss’
Age and ssx (n hcusance)
or. Way Jan. Fob. Mar,
::’1 1908 1998 1997 1968 1908 1908 1908 1068
Towal, 16 years and over ases (Y. 8910 a8 47 a8 a7 3 a3
" yoors 2364 2083 2104 "o 08 108 107 05 100
18118 yoors 1364 1082 115 187 1 1wy 150 12} 1.2
181017 years [ 08 514 »3 3 108 09 152 150
185 19 yeers o84 [l o 129 18 n3 ireg e 132
20124 yours. A7 m 1,000 as 80 74 78
25 ynars ond over 42400 a8t arss L34 38 as as 2 3
[ U T, POE————— Arer a2 amn 39 a a8 a8 33 34
25 yoars ond over @0 <8 a7 0 27 27 29 a3 24
Wan, 18 yours end over as 2960 ame a5 as 40
161024 yeurs 1200 1,108 1250 07 nz ny n2 07 1.0
1610 19 yours “3 [ [ 57 04 0 s 140 160
161017 yoars 304 = 0 ) no ws 9 79
1890 19 YORTE e 5 20 0 o “s n 182 13 s
2010 24 yoars. — 508 506 18 al 87 E3) 73 (5]
25 yours mnd over 215 1454 1875 3 32 24 a0 0
1878 1002 18% 38 a4 az 18 a0 a1
53 yenrs and over [ 2] 29 a 29 a1 28 24
‘Women, 18 years and over e 2890 200 81 A8 48 49 45 4
181024 yours. 1,152 [ [ 1na 104 94 101 92 0.0
180 19 ymen [ m an 188 18 122 134 121 123
1810 17 years Fod 23 24 w 183 180 152 55 135
181 10 yours 319 b 20 e 122 e
2010 24 yours 851 ”n “2 a7 134 [ 79 15 [¥]
25 yoars and over 2089 1087 188 a0 37 a8 a9 38
23054 years 1908 1082 .1 a2 39 4 4 a2 38
55 yoars and over 218 " e a0 23 a4 28 24 24
M o [ conwols ourvey.
NOTE: Begmning in Jemuary 1908, duin seflect hew COMPSAS Setimation PrOCECRe
tu»immmammm“wmnmmmw
(Numbers in thousende)
Towt e Women
Catagory
ey May
1998 7 1908 1997 1008
NOT IN THE LABOR FORCE
Total not In the labor foroe 8570 850 2470 Qe
Persons 8901 8313 2008 3412
3 1431 1213 "
Raason not curmently looking:
o’ o] oo e 161 140 108
Reasone re® 1083 e a1 [~
MULTIPLE JOBHOLDERS
st (N4 asze 438 4438 3000 L8
Porcant of ota smployed (2] a2 a3 3 [T} [ 8]
Primary 4504 4,000 amn 281 1820 1.549
y e 1571 848 L] 1167 1075
Y [ 262 2 0 208 7 50
Hours vary on peimery v 1,008 1.008 ) 02 ~ [

1 Duta rofer 10 persone who have sserched tor work QUG the prcr 12 montns end enson for NONEANKIDENON wWes not devnmined.
Job 4 includes persons who WOrk Pt Wme G Thal prmary job anc Al Wne On Wi
2 inchxdes inks no work svaiabie, couk! ot find work, lecks achooing of Eaining, ‘secondary jib{s), not Shown SEDRMtely.
Funka 10 young O ik, and OPwe types of diacriminetion. NOTE: Beginning it Jenwery 1908, e refiact new Ocmposiis aslmation procedures.
Inchudes Tose who cid nol acively look for work in the pricr 4 weska for such _
renscrs e Chikd-care BNd IEBNIORSON Probieme, a8 wel 58 & eMell number for which
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Tabie 5-1. Employess on neninrm peyrelis by industry

(In housends)
Not samsorally st Sessorally adjusied
sty vy | v | oA don | Feo | ner | oaor [ ey
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ESTABUSHMENT OATA ESTABLISHMENT DATA
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ESTARLISHMENT DATA ESTABUISHMENT DATA
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Update on the Sample Redesign for the Payroll 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 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 eamings 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. The
CES program offers several important attributes to its users: timely release of data, an abundance
of industry and geographic detail, and an annual benchmark to full population counts from state
Unemployment Insurance (UT) tax records, which helps to maintain overall survey accuracy.
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Current Design Limitations - Two limitations of the CES survey now hamper its ability to fully
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 intemationally 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 Ul-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.
UI numbers are unique within a state and generally cover all the individual worksites within a
firm. Defining the UI 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 includes 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 UI accounts on the sample frame are ordered through a
technique known as permanent random numbers (PRN). This technique assigns random numbers
to all Ul 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 fulfilled by working down
the ordered PRN list until the full 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 UI 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 full 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.

Estimation formulas — 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 UI 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 U universe files will help keep the CES survey current with respect to
employment from business births and deaths as indicated above. The most timely UT 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 UI universe frame.



Over the past year, BLS concluded researchona 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 UI 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 Ul 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 Ul-
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 scries 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 expert
consultants 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 project
that affects all major aspects of the CES program. In order to support the newly developed
probability-based design, new methods, computer systems, and operating procedures are required
for:

- Sample frame construction and sample selection, including quarterly and annual updating

- Solicitation, enroliment, 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

Methodological Research - To date, the research work to develop new methodologies for sample
design and estimation has been completed, as briefly described above. In addition, substantial
research 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. The
major issue affecting benchmarking is achieving consistency between national and state estimates.
Currently, the national and state estimates utilize different methodologies to adjust data for the
inter-benchmark periods between the March benchmark reference points and utilize somewhat
different procedures for establishing benchmark levels for the small portion of the population not
covered by the UI universe-based benchmark. Developing a consistent methodology is critical to
achieving the goal of consistent and approximately additive national and state series.

The major issue for seasonal adjustment centers around the potential emergence of new seasonal
patterns 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 U universe, some of the
differing seasonal patterns now evident between the sample-based estimates and the universe
counts are expected to be reduced or eliminated. Because the seasonal adjustment process
requires a consistent historical series to produce accurate seasonal factors, BLS is examining use
of universe counts or some hybrid of sample and universe-based series for the seasonal adjustment
process.

Computer Systems and Operating Procedures - To date, prototype systems and procedures have
been developed for sample frame construction and sample selection, including quarterly and
annual updating. For the new design and estimators to work effectively requires a continual,
precise accounting of each UI account on the sample frame and each of its associated worksites.
This accounting is updated each quarter with U birth and death information and annually when



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 Ul-based sample frames. The new
design also requires precise updating of the status of sampled Ul 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 full set of paralle! estimates for this component over the summer. Manufacturing will be
the next major industry division targeted for probability design conversion; enroltment 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
estimates;

- the magnitude and direction of benchmark revisions required to the sample-based estimates;

- the disaggregation of benchmark ervor 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 Ul 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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L Overview

This package provides background information on benchmark revisions to the establishment payroll survey data

released today. Benchmark revisions, published in carly June each year, are a standard pant of the payroll

survey estimation p The benchmark adj D a once-a-year horing of sample-based
| to full counts available through nployment insurance tax records filed by

pop

ploy g
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.c., April 1996 forward. S lly adjusted all employee data has
been revised from January 1993 forward. Seasonally adjusted hours and eamings 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 eamings serics 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 1.)

The industry distribution of March 1997 benchmark revisions is shown on Table 2.
IL. Background Information
(1) 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 esti for a given refe month typically are published on the first Friday of the
following month, in conjunction with data derived from a sep 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 Ul universe count?

The Bureau's UI universe count is a quarterly tabulation, from administrative records, of the number of
employees covered by unemployment insurance (UT) laws. UI 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 UI, BLS develops employment benchmarks from several alternative sources.

(3) Why are the payroll survey estimates benchmarked to Ul universe counts?

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

L POY

Because of their much smaller size, sample surveys offer an ability to produce very timely esti 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 P to be adjusted for new birth units in the

population frame, and for sampling and non- ling errors.

Pillls



I1. Effects of the 1997 Revisions

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

Following standard BLS methodology, the Man:h 1997 Ul-based benchmark cmploymcnt level has replaced the
March 1997 le-based The diffe b the benchmark level and the sample-
based estimate (l 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 puted bias adj and I adj factors, to the new benchmark level.

The average monthly bias adjustment levels for the Apnl 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-benchmark 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 establish that grew sut ially over the past year
might be igned from an estimation cell posed 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 caused 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 ber of weekdays (or dard workdays) across months the
converslon process is not entirely straxghtforward it reh&s on certain standard assumptions that proved

q in some ci The conversion process shortcomings led to non-economic fluctuations in
hours and eamings 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 Eamings series for wholesale
trade, finance, insurance and real estate, and services.



IV. Benchmark Revision Sources
(8) What are the causes of benchmark revisions?

In g 1, diffe between sample-based esti and universe counts result from both sampling and non-
sampling emror. Although sampling error is present in the payroll survey, as it is in all surveys, the CES sample
is 50 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.

Nonsamplmg eror arises in both the survey suma!a and the universe counts and is a more significant cause of
k revisions. S of pling cnor Tud ponse, and p ing errors in both

data series. Additionaily, the survey is p My subject to samp le. dmign and esti biases.

h

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

In June of 1995, the Bureau of Labor Statisti d plans for a prehensive redesign of the sample of

blish for its hly 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 h 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 sub years’ benchmark rel over a 3- to 4- year period.

9

The one-year postp of the redesign impl, ion 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 feasxblllty of the CES redesign methods, systems, and procedures in a
livc production envi The new p xhty based methodology is much more complex than the current
methodology and requires more plex op g p and p systems to support it, particularly
in the areas of sample updating, new respond i and hly data collection. The live testing
during the past year ldcntlﬁed a number of areas where the t hodologi ded to be gthened
and the op and software sy needed to be expanded in thelr functionality. Initial
complications wen: 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 pl bers for the redesig

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 calend. lated effect that was discovered to be
significantly distorting month-to-month movements in current CES hours and earnings series.




Table 1. Percent differences between
by industry division, March 1990-971

nonfarm

enployment benchmarks and estimates

Industry 1990 1991 1992 1993 1994 1995 1996 1997

TOLBL o ivtvvvnosoncerronoraoasoons -0.2 ~0.6 -0.1 0.2 0.7 0.5 (2) 0.4
Mining ...cccvverrrvnrcrioneeannaas -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 .........ceencuconns -2.6 -.2 .7 -2.6 1.2 1.2 -1.7 -.1
Retail trade ...........ccieaevnnnn -.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 ......c.iiiiaiiiiieiiiianan .3 -1.6 .2 .1 -.8 .9 .1 1.0
Government .........cccienerceieenann .2 -.3 4 -.1 4 .2 -.1 -.4

1 pifferences are based on comparisons of
published.
2 Less than 0.05 percent.

final, published March

estimates and benchmark levels, as originally
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Table 2. Di 1 and 4 by .
March 1997
(Numbers in thousands)

1 | |
H | ] Difference
| | !
Indugtry | Benchmark | Estimate | |
| { | amount | Percent
! i | |
i i { |
| | | |
120,903 | 120,472 i 41 | 0.4
| | |
101,040 i 100,522 ] 518 | .5
| I |
24,359 [ 24,163 | 196 | .8
| 1 |
580 ] 562 | 18 | 3a
53 | 54 ] -1 | -1.9
Coal mining ... 96 { 92 | a | 4.2
0il and gas extraction 327 | 13 14 | 4.3
Nonmetallic minerals, except fuels . 103 | 103 | [ 0
| | |
COnBEXUCEiON ...ttt i, 5,260 i 5,204 i 56 | 1.1
Ceneral building contractors .. 1,237 | 1,227 | 10 | .8
Heavy construction, except building . . 709 | 685 | 2¢ | 3.4
Special trade CONLTACLOrB ..........cocevroes | 3,314 | 3,292 | 22 | .7
I | | |
MAnmufacturing .....ocoieiiininiiniaiii i, | 18,519 | 18,397 | 122 | .7
| | | |
DUTAb1e GOOAS . ..eeeneerrnnerraeessnnnennnnnns | 10,894 | 10,821 | 73 |} .1
Lurber and wood products . - 7177 | 781 | -4 | -.5
Purniture and fixtures ... i 509 { 507 | 2 | .4
Stone, clay, and glass products . | 540 { 530 | 10 | 1.9
Primary metal industries | 709 | 709 | o | °
Blast furnaces and basic steel products ..| 235 | 236 ] -1 ] -.4
Fabricated metal products | 1,464 | 1,461 | 3 | -2
Industrial machinery and equipment ... ] 2,151 ] 2,142 i 9 | .4
Computer and office equipment ............ 368 ] m | -4 | -1a
Electronic and other electrical equipment ..| 1,672 | 1,642 | 30 | 1.8
Bl fe and jes ....| 636 | 614 | 22 | 3.5
Transportation equipment | 1,826 | 1,812 | 14 | .8
Motor vehicles and equipment | 983 ] 969 | 14 | 1.4
Aireraft and parts .......... o a5 | 0 | s | -1.0
Instruments and related products N 859 | 8s3 | 6 | .7
Miscellaneous manufacturing 388 | 385 | 3| .8
| | | |
Nondurable goods ....... . <l 7,625 | 7.576 | 449 | .6
Food and kindred products ... | 1,651 | 1,653 | -2 | -.1
Tobacco products - 41 | a | [ ]
Textile mill products ..... | 619 i 611 | 8 | 1.3
Apparel and other textile products . . 835 | 823 | 12 | 1.4
Paper and allied products ... s | 682 [ 673 | 9 | 1.3
Printing and publishing . | 1,53 | 1,534 | s .6
Chemicals and alljed products | 1,032 | 1,026 | 6 | .6
Petroleum and coal products ... N 137 [ 137 | [ L]




Table 2. D1 1 and by .
March 1997--Continued
(Numbers in thousands)

| | |
| | i Difference
| | |
Industry | Benchmark | Estimate | |
| | | Amount | Percent
1 | | ' I :
l ! { |
| | I |
Rubber and miscellanecus plastics products .| 992 | 986 | 6 | .6
Leather and leather products ............-.. | 93 | 93 | [ | 0
I | |
Service-producing ...s.....eeaceniiiioacanteannnas 96,544 ] 96,309 | 235 | .2
| | |
Transportation and public utilities ............ 6,331 | 6.353 | -22 | -3
Transportation 4,062 | 4,123 | -61 | -1.5
Railroad transportation 223 | 224 | -1 | -.4
Local and interurban passenger transit ..... 460 | 467 | -7 1 ~-1.5
Trucking and warehousing ...... . 1,627 ] 1,640 | -13 | -.8
Water transportation . 173 | 170 ] 3 | 1.7
Transportation by air ....... 1,130 | 1,176 ] -46 | -4.1
Pipelines, except natural gas .. 14 ] 14 f 0o | 0
Transportation services 434 | 432 | 2 | .5
Communications and public utilities .. 2,269 | 2,230 | -39 | 1.7
Communications 1.401 | 1,359 | a2 | 3.0
Electric, gas, and sanitary services .. 868 | 871 | -3 | -.3
| | |
Wholesale trade 6,567 { 6,571 | -4 | -.1
3,882 | 3,877 | s | .1
Nondurable goods 2,685 | 2,694 | -9 | ~.3
| ’ | |
Retail trade 21,467 I 21,494 | -27 | -1
Building materials and garden supplies .. 894 | 888 i 6 | .1
General merchandise stores ... 2,598 | 2,674 | -76 | -2.9
Department stores 2,287 | 2,352 | -65 | -2.8
FPood stores 3,432 | 3,430 | 2 | 1
Automotive dealers and service stations . 2,284 | 2,293 | -9 | -.4
New and used car dealers .... 1,046 | 1,052 | -6 | ~.6
Apparel and accessory stores .. 1,064 | 1,0M1 | -7 -.7
Furniture and home furnishings stores . 983 | 1,015 | -32 | -3.3
Eating and drinking places .......... 7,504 | 7,386 | 118 | 1.6
Miscellaneous retail establishments ... 2,709 1 2,736 | -27 | ~-1.0
| | 1
Pinance, insurance, and real estate ............ 6.988 t 6,951 | 37 1 .5
Finance 3,368 | 3,359 | 9 | 3
Depository institutions .. 2,015 | 2,030 | -15 | -7
Cotmercial banks 1,452 ] 1,476 i -24 | -1.7
savings institutions . 262 i 254 | 8 | 3.1
Nondepository institutions .... 555 | 535 | 20 | 3.6
Mortgage bankers and brokers . . 247 | 241 | 6 | 2.4
Security and commodity brokers ... . 581 I 577 | 4 | .7
Holding and other investment oiﬁces . 217 | 216 i 1| -5
Insurance . 2,242 | 2,215 | 27 | 1.2
Insurance CArriers ..................eeeennn 1,521 | 1,498 | 23 | 1.5
I agents, , and service 721 | n? ] 4 | .6
REAL EBLALE . .euuenencoacsacnosnonnnnnesnnnes 1,378 | 1,377 | 1| 1
| | I
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Table 2. Dpife

March 19$7--Contimmed
(Numbers in thousands)

and estimates by industry,

| |
: | ] Difference
| ] |
Industry | Benchmark | Estimate | I
{ | | Amount | Percent
| { [ |
] ] | |
| | I |
Services 1 ..., ] 35,328 | 34,990 | 338 | 1.0
{ ses | s80 | 8 | 1.4
o 1,613 | 1,677 | -4 | -.2
N 1,246 | 1,257 | -13 | -0
Buginess services ....... | 7.6717 | 7,459 | 218 | 2.8
Services to buildings . | 922 | a1 | 1 | 3.4
Personnel supply services . | 2,794 | 2,676 | 118 | 4.2
Help supply services .... | 2,480 | 2,350 | 130 | 5.2
Computer and data processing services . . 1,362 i 1,298 | 64 | 4.7
Auto repair, services, and parking ........... | 1,113 | 1,125 |} -12 | -1.1
Miscellaneous repair services .. 369 | e | -9 | -2.4
Motion pictures 540 | 533 | 7 | 1.3
Amusement and recreation services .. | 1,406 | 1,373 | 33 | 2.3
Health services . | 9,633 | 9.604 | 29 | 3
Offices and clinics of medical doctors | 1,715 | 1,716 | -1 -.1
Rursing and personal care facilities . { 1,744 | 1,749 | -5 | -.3
HOSPALAlSs .....c.ooevunnveennn...... | 3,845 | 3,851 | -6 | -.2
Home health care services ... | 706 | 6717 | 29 | 4.1
Legal services I 935 | 943 | -8 | -.9
Educational services | 2,209 | 2,178 | an | 1.4
Social services ....... | 2,490 | 2,459 | 31 1.2
Child day care services | s81 | 596 | -15 | -2.6
Residential care 704 ] 688 i 16 | 2.3
Museums and botanical and zoological gardens .| 84 | 81 | | 3.6
Membership organizations ..................... | 2,231 | 2,178 | $3 | 2.4
Engineering and management services .... N 2,943 | 2,950 | -7 | -2
Engineering and architectural services . N 849 | 8s8 | -9 | -1
Management and public relations ............ | 910 | 922 | -12 | -1.3
Services, nec .. @3 | 48 | o | [
| | |
19,863 | 19,950 | -87 | -4
2,700 | 2,700 | [ 0
1,850 | 1,850 | o | °
4,692 | 4,748 | -6 | -1.2
2,028 | 2,069 | -4t | -2.0
. 2,664 | 2,679 | -15 | -.6
.. | 12,411 | 12,502 | -1 -2
Bducation . . 7,239 | 7,238 | 1| 0
Other local government . 5,21 | 5,264 ] -33 | ~-.6
{ | |

! Includes other industries, not shown separately.
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