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THE EMPLOYMENT SITUATION:
FEBRUARY 2000
Friday, March 3, 2000

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

WASHINGTON, D.C.

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

Present: Representative Saxton.

Staff Present: Chris Frenze, Robert Keleher, Darryl Evans,
Colleen J. Healy, Howard Rosen, Daphne Clones, and Michael Kapsa.

OPENING STATEMENT OF
REPRESENTATIVE JIM SAXTON, VICE CHAIRMAN
Representative Saxton. Today's Bureau of Labor Statistics (BLS)

report reflects the strong condition of the United States economy.
Although employment growth was modest, the percentage of the
population employed, the employment-population ratio, remains at a
record level. The civilian unemployment rate is fluctuating around its
lowest levels since the early 1970s. -Although employment gains were
soft in February, in the context of the performance of recent months'
labor market conditions overall, they appear to remain very strong.

The employment data released today are-consistent with other data
reflecting strong growth in the economy. Moreover, the expansion of the
economy has been accompanied without an increase in inflation. This is
good news. Both unemployment and inflation. have declined together
during this expansion. Let me repeat that sentence. Both unemployment
and inflation have declined together during this expansion. This, again,
disproves one of the most mistaken assumptions in the postwar economic
policy - the notion of a trade-off between inflation and unemployment.
In other words, a good economy does not mean there will be inflation.

In several previous hearings of the Committee, I have explored this
issue in great detail with Federal Reserve Chairman Greenspan. We have
agreed that the Fed's policy of minimizing inflation through informal
inflation targeting has brought significant economic benefits. The Fed's
polizy by bringing down inflation and interest rates has boosted the
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economy and reduced unemployment as well. Those who argued that this
disinflation policy would raise unemployment were proven wrong.

As I have said many times, the thrust of the Fed's monetary policy
has been extremely successful. Although Chairman Greenspan deserves
enormous credit for successfully implementing this policy, the substance
of the policy based on informal inflation targeting also is responsible for
its very positive effects. More focus on the substance of Fed policy
would provide a greater understanding of why this policy has worked so
well and permit some demystification of monetary policy in general.

However, in recent explanations of changes in monetary policy, the
Fed has moved in recent months to a rationalization drawing from
concerns about economic growth, healthy labor markets, and the stock
market. On the other hand, our research suggests that a focus on
intermediate market price indicators, such as commodity prices, bond
yields, and the value of the dollar together, are better signals of potential
future inflation than other things. I am concerned that the Fed statements
have led the markets to expect larger adjustments in monetary policy than
are justified by the leading price indicators. I would like to get into that
a little more during the question and answer session. In other words, a
policy of sustained Fed interest rate hikes would not be supported by the
data that is available at this time.

Commissioner, welcome again. We look forward to your statement,
and thank you again for being here.

[The prepared statement of Representative Saxton appears in the
Submissions for the Record.]

OPENING STATEMENT OF KATHARINE G. ABRAHAM,
COMMISSIONER, BUREAU OF LABOR STATISTICS:

ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE
COMMISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS;

AND PHILIP L. RONES, ASSISTANT COMMISSIONER OF
CURRENT EMPLOYMENT ANALYSIS

Ms. Abraham. Thank you, Mr. Chairman. Let me just take a
couple of minutes to make a few comments about the labor market
situation and the information which we had released this morning. I
would be interested in addressing any questions you might have for us.

The unemployment rate, which was at 4.1 percent in February, was
little changed and has been below 4.2 percent since last October. A
nominal increase of 43,000 in payroll employment in February followed
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a large weather-related gain of 384,000 in January. The average monthly
gain for the two months, January and February, of 214,000 per month is
about in line with the monthly average for 1999, which was 226,000.

In the goods-producing sector of the economy, construction
employment fell by 26,000 in January. That decline followed an
exceptionally large increase of 116,000 in January after seasonal
adjustment, which reflected the unusually mild weather during the
January survey reference period.

Manufacturing employment edged up by 5,000 in February. The
Nation's factories have added 31,000 jobs over the past four months after
having shed in excess of 500,000 jobs from March of 1998 through
October of last year. Recent gains have been concentrated in durable
goods manufacturing. While there has been no net gain in employment
among nondurable goods manufacturers in recent months, the downward
trend in employment in nondurable goods manufacturing has abated
somewhat since last August or so. The factory work week and overtime
hours each rose by two-tenths of an hour in February to 41.9 and 4.8
hours respectively.

In mining, employment in oil and gas extraction continued to inch
up in February. That industry has added 9,000 jobs since August of last
year, undoubtedly reflecting the rise in oil prices that began early in 1999.

Job growth was sluggish throughout most of the service-producing
sector in February. Employment in transportation and public utilities
changed little over the month, and there were small job losses within
transportation in both trucking and air transportation. Employment in
public utilities continues to drift downwards.

Services employment showed essentially no growth in Februaiy
after seasonal adjustment. This follows a gain in January which was a bit
above the monthly average for the prior year. Some of the February
weakness reflected declines in industries that had posted large
weather-related increases in January. I am thinking in particular of
agricultural services and amusement and recreation services, but other
services industries that are less prone to unusual seasonal fluctuations
also were weak in February. Employment in business services was
essentially unchanged over the month. Its average growth per calendar
year 1999 had been just under 50,000 jobs a month. Health services
added only 6,000 jobs in February, about half its monthly average gain
for the prior year or so. One notable exception to the general pattern of
weak growth in the services industries was engineering and management
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services, which continued a strong growth trend in February, adding
15,000 jobs.

Employment in wholesale trade edged up in February at about half
the pace it had been rising in 1999. At the retail trade level, employment
was up by 33,000 in February, just under its average monthly gain for the
calendar year 1999.

Finance, insurance, and real estate added about 10,000 jobs
reversing a loss of 6,000 jobs in January.

Lastly with respect to the employment gains, Federal Government
employment rose by 20,000 in February. All of that gain was due to the
hiring of temporary workers getting ready to take the census.

Average weekly hours of production or nonsupervisory workers on
private nonfarm payrolls edged down by a tenth of an hour over the
month. Average hourly earnings for that same group of workers rose by
four cents. Over the year average hourly earnings were up by 3.6 percent.

Turning to the data of our survey of households, as I already
mentioned the unemployment rate was essentially unchanged in February
at 4.1 percent and has been under 4.2 percent since last October. The
jobless rates for most of the major demographic groups that we look at
showed little change in February. The rate for teenagers did edge up to
14.1 percent, returning near to the level it had been at in December. The
labor force participation rate ticked up a percentage point over the month,
reaching a record high level of 67.6 percent, and as you commented in
your opening remarks, the enmployment-to-population ratio held at its
record high level of 64.8 percent.

In summary, then, the unemployment rate was little changed at 4.1
percent in February. And payroll employment rose marginally following
a large weather-related gain in January.

As always, we would be happy to address questions you might have
about the data.

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

Representative Saxton. Commissioner, thank you very much. I
appreciate your thoughtful and concise statement, and for being here with
us today to bring us continuing good news. It is certainly encouraging
that the indications that we see by - I don't mean this in a funny way -
but by looking in the rear view mirror show that we have continued over
the past month to do quite well. If it were as easy to look ahead as it is
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to look at what we have accomplished, the policies of economic theory
would be a whole lot easier to deal with. Unfortunately, we don't have
that luxury, and so we try to look ahead as best we can, based on what we
know about history and what we know about our expectations.

But let me just begin by saying that many of these things that we try
to look ahead are difficult to do. But based on last quarter's unbelievable
6.9 percent increase in GDP (gross domestic product), and these historic
unemployment numbers, which are as low as they have been in many
decades, one might expect that we can continue to see some fairly
significant economic growth just based on those several sets of facts.
Wouldn't you agree?

. Ms. Abraham. I am always reluctant for the reasons that you
indicated to try to project into the future. I am a lot more comfortable
talking about what we have seen.

Representative Saxton. You like your rear-view mirror like I do.

Ms. Abraham. That is, after all, the business we are in.

Representative Saxton. I understand. Let me just say we are really
in an historic period of our economy. At the end of March, we should
celebrate. We will have been through nine years, 108 continuous months,
of positive economic growth. That is pretty neat. But if you look at it in
terms of the last two decades, it becomes even better news because we
experienced 92 months of positive economic growth during the 1980s,
and then we had a very mild downturn around the beginning of the new
decade, about nine months, and then we started this period of 108 months
of economic growth. So this is quite historic.

Can you just say to this - and this is a rear-view mirror question, but
I think it is very important - what happened to the rates of inflation
generally during the last 108 months of economic growth?

Ms. Abraham. 108 months takes us back to-

Representative Saxton. Takes us back to the end of the first
quarter of 1991.

Ms. Abraham. If we look at the data that I have readily at hand, in
1999, the rate of growth in consumer prices taking all items together was
2.7 percent. In 1991, it had been 3.1 percent. So taking the long view,
we are roughly in line with where we had been 8 years earlier. The rate
of growth of prices was slightly lower in 1997 and 1998 than it was in
1999. That reflects declines in energy prices during 1997 and 1998 that
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subsequently have been reversed. That is the most global measure that
the Bureau of Labor Statistics produces.

Representative Saxton. Certainly we can say that during this
period of economic growth, there has been no demonstrated increase in
rates of inflation.

Ms. Abraham. I think that is a fair statement. There has been no
apparent acceleration in the rate of growth of prices over that long period
of time looking at the consumer level.

Representative Saxton. If you note on that chart up to your left
and my right, we note that inflation and unemployment rates have
actually, as you correctly pointed out, fallen together during this period
of time; is that correct?

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

Ms. Abraham. Unemployment has gone down, and the rate of
growth of consumer prices has gone down. We are looking at this sort of
long period of time. It might be that rather than looking at the CPI-U
(core Consumer Price Index), which is what I was referring to and what
is graphed here, that you might instead want to take a look at the new CPI
(Consumer Price Index) research series that we have started producing.

What the CPI research series attempts to do as best we can is to
answer the question of how the CPI would have behaved had we been
using current methods to produce it back in the past. Our analysis of that
suggests that changes in methods that we have introduced have had a
slight depressing effect on the rate of growth of the Consumer Price
Index, maybe over that period as much as half a percentage point. It is
not going to change the broad outlines of the picture.

Representative Saxton. So the chart does accurately reflect two-

Ms. Abraham. It accurately reflects what has happened to the
Consumer Price Index.

Representative Saxton. Namely that it has come down.

Ms. Abraham. Namely that it has come down. If you were to use
instead the CPI research series, which is more consistent over time, the
decline wouldn't have been quite as great.

Representative Saxton. But the concept is still the same.

Ms. Abraham. It would not change your qualitative assessment of
what had happened.
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Representative Saxton. It also shows on that chart that

unemployment has fallen along with inflation; is that correct?

Ms. Abraham. Over that period unemployment has come down as
well.

Representative Saxton. During that time, to look at it another way,
the 1999 monthly average increase in job growth was about 234,000 jobs,
so we have been putting more people to work all of this time.

Ms. Abraham. I haven't performed exactly that calculation, but that
is in line with the number I have in my head.

Representative Saxton. Something called the participation rate,
which is quite important, is currently at 67.5 percent, which is an all-time
high; is that right? The participation rate for anyone who may be
listening or may be here who isn't familiar with the term is the percentage
of U.S. citizens who are gainfully employed; is that correct?

Ms. Abraham. The participation rate is the share of the
working-age population who are either working or looking for work.
That is at an all-time high. The share that are employed is also at an
all-time high. So both of those are at all-time highs.

Representative Saxton. All-time high meaning great news.

Ms. Abraham. All-time high means a lot of people are working.

Representative Saxton. In terms of our economy, we know that we

have seen some increases - some monetary policy that we refer to as

tightening, which has resulted in increases in interest rates, and we have
had four increases of 25 basis points for some reasons, which I am sure
are clear to some and maybe not so clear to others. But as we look at
these increases in interest rates, and as I pointed out earlier, it is the
informal aim of Fed policy to target inflation, and the Fed has

successfully done so. But one of the worries that the Fed has talked
about as a basis upon which to justify these four increases; that is -
pressure to increase wages or cost of employment because of potential
labor shortages, since we seem to be down so low in terms of our rates of

unemployment and, conversely, by the high rate of participation.

And I wonder if you would be able to talk about, for example,
hourly wages. Have hourly wages increased or decreased - the
percentage of increase or decrease, has it gone up, or is it falling in, say,
the last two or three years?

Ms. Abraham. The statistic that we have that looks at that relates

to the hourly earnings of production or nonsupervisory workers derived
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from our payroll survey. That group accounts for about 80 percent of the
total payroll employment, so it doesn't cover quite everyone. As of
February, the year-over-year increase in hourly earnings was running at
about 3.6 percent. A year earlier, that is, the change from February 1998
to February 1999, the year-over-year change had been 3.7 percent; the
year earlier, 4.2; the year before that, 3.9. So the year-over-year change
in that average hourly earnings measure is actually just a bit below where
it had been two to three years earlier.

Representative Saxton. When I heard this conversation - and, of
course, I am not an economist so I have to interpret it from my business
background and so on - when I heard the discussions about increased
wage pressures, I came to the conclusion in my mind that the rate of
change was probably an increase, but you are telling me the percentage
of change over the last several years has actually been a decrease, is that
right, in wages?

Ms. Abraham. At this point the year-over-year rate of growth in
average hourly earnings is actually a bit below where it had been two to
three years ago.

Representative Saxton. So the trend is down?

Ms. Abraham. It is lower now than it had been two or three years
ago. There had been a long period of time beginning in 1992/1993 where
you were seeing an upward trend in the rate of growth of average hourly
earnings, but along about 1998, that stopped, and since then the rate of
growth has actually backed off a bit from where it had been.

Representative Saxton. I would say it has been a bit. It has been,
as a matter of fact, six-tenths of a percentage point over those three
years. Six-tenths of a percent is quite significant, I think, particularly in
light the trend still seems to be headed lower. Of course, we don't know
that. We don't have a front-view mirror, so we can't say that.

Ms. Abraham. Right. The year-over-year rate of growth is, as you
say, down about six-tenths of a percentage point from where it had been
a couple years ago. That is up from the very, very, very low levels of
1992 and 1993, when it had been 2.7, 2.5 percent year-over-year change,
but down from a couple years ago.

Representative Saxton. I just want to say the assumption that I
made that these percentages were increasing was an incorrect assumption
that I made when, in fact, over the last three years the trend in terms of
wage pressure has been decreasing, not increasing as I thought.
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Ms. Abraham. As captured by this measure.

Representative Saxton. Let me turn to another measure which you
have calculated - you do calculate unit labor costs in the economy; do
you not?

Ms. Abraham. We do indeed.

Representative Saxton. Can you describe what unit - what the
term "unit labor costs" means?

Ms. Abraham. The unit labor cost measure is derived by basically
taking a look at what is happening to a different and more comprehensive
measure of average hourly compensation, which tells you about the trend
in the costs of labor that employers are hiring, and comparing that to what
is happening to output per hour, the labor productivity in the economy,
which is equivalent to what is happening to the labor costs per unit of
output that is being produced.

Representative Saxton. In other words, the unit labor cost is a
measure of increases or decreases in cost per unit.

Ms. Abraham. The unit labor cost measure is a measure of the
labor costs associated with producing a unit of output.

Representative Saxton. Thank you. You said that a lot more
clearly than I did.

Now, over the same period that we discussed previously relative to
hourly wages, unit labor costs, according to your research, the percentage
has been a percentage of decrease; is it not?

Ms. Abraham. Right. It might help to go through the pieces.
Average hourly compensation, according to this broader measure, is
actually rising at a more rapid pace as of 1999 than it had been a couple
years earlier, but productivity is also rising more rapidly than it had a
couple of years earlier. I am looking at the numbers for the nonfarm
business sector. And the consequence of those two things netted together
is that unit labor costs are rising. They rose at 1.1 percent in 1999 as
compared to 2.1 percent in 1998, 2 percent in 1997, .7 percent in 1996.

Representative Saxton. Now I am confused. The figures that I
have here for 1998 appear to be that labor costs were rising by 3 percent
or a little bit more than 3 percent.

Ms. Abraham. I am not sure. We produced numbers for the
nonfarm business sector and for the business sector, and it may be that we
are looking at different ones.
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Representative Saxton. Nonfarm - yes, I am looking at the
nonfarm business sector unit labor costs.

Ms. Abraham. The nonfarm business sector unit labor cost figures
I have are 1.1 percent. This figure is the percent change between the
fourth quarter of 1998 and the fourth quarter of 1999. I am sure that there
is just something different in the many numbers that come out of this that
you are looking at than I am looking at.

Representative Saxton. I have a little graph here based on nonfarm
business sector unit labor costs that you produced that shows that in the
middle of 1998 the unit labor cost was roughly 3.25 percent or
thereabouts, and that at the beginning of the last quarter of 1999, the
nonfarm business sector unit labor costs appear to be, as you correctly
pointed out, about 1 percent. These are year-over-year measures I am
told.

Ms. Abraham. The fourth-quarter-to-fourth-quarter or year- over-
year. One figure for the change between the third quarter of 1997 and the
third quarter of 1998 is 3.3 percent, which appears to be similar to what
you have.

Representative Saxton. It is year-over-year.
Ms. Abraham. Your number for 1999 is?
Representative Saxton. Looks like the beginning of the last quarter

through the third quarter of 1999 about 1 percent.
Ms. Abraham. The year-over-year change for 1999 that I have as

opposed to the fourth-quarter-to-fourth-quarter change is 1.8 percent, and
then for 1998 it was 2.4 percent.

Representative Saxton. All right. Our numbers are a little
different, but it would be fair to say that over that two-year period, the
trend in terms of nonfarm business sector unit labor costs, the trend has
been down; is that correct?

Ms. Abraham. It would certainly be fair to say that over the last
few years, that number is a bit lower in the most recent year than it had
been in the prior two years, and roughly in line, given the variability in
these series, with what it had been the year before.

Representative Saxton. So that would certainly not support the
notion that unit labor costs are on the increase. Quite conversely, they
appear to be on the decrease.

Ms. Abraham. Helped by more rapid growth in productivity in
recent years, the rate of growth in unit labor costs has been quite modest.
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Representative Saxton. You have mentioned productivity. I think
that is important. I have some numbers here that you developed referred
to as nonfarm business sector output per hour. You just indicated that the
trend in terms of output or productivity is up; is that correct?

Ms. Abraham. Correct.

Representative Saxton. That means we are individually more
productive and more productive as a society probably because of changes
in technology?

Ms. Abraham. That likely has been a contributing factor.

Representative Saxton. And, in fact, we look at the decade of the
1990s, the trend in productivity has been up during the entire decade,
hasn't it?

Ms. Abraham. Starting from 1993 and going forward, it has been
generally trending up since then.

Representative Saxton. So I guess one could say because we have
become more productive because of technology and other factors, that it
has helped our people be more productive, and therefore the unit cost has
come down.

Ms. Abraham. The more rapid the rate of growth in productivity
holding whatever increases there are in what people are being paid, the
less unit labor costs are going to go up.

Representative Saxton. This certainly mitigates against worries
about inflation, doesn't it?

Ms. Abraham. Increases in productivity, I think, are un-
ambiguously good news.

Representative Saxton. And unambiguously good news and in the
unambiguous notions that you include would be that which we call
inflation, right?

Ms. Abraham. It crosses over into things I am not wholly
comfortable discussing.

Representative Saxton. I understand, but for purposes of my
discussion and my understanding of the economy, what I guess I have
been trying to say here is that wage pressures are not evident. Increases
in wages, pressures and worries, therefore, about inflation do not appear
to be evident. Unit costs, the rate of growth in unit costs, has come
down, and productivity has gone up, all leading one to conclude that
because we are productive and because costs appear to be trending down,
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that there is no need, therefore, to worry about inflation based on labor
shortages.

Do you want to respond?

Ms. Abraham. I was treating that as a statement.

Representative Saxton. Thank you.

As you have heard me say before, Commissioner, we on the Joint
Economic Committee (JEC) - and, I believe it is fair to say, many others
who watch the economy closely and try to look in our rear-view mirror
to learn lessons from history, and to look out the windshield to try to
figure out where we are going - we have looked at some long-term
market price indicators to try to look ahead. We have looked at
commodity prices because we believe that what is happening relative to
commodity prices today probably has something to do with the statistics
that you will collect and evaluate tomorrow. We have looked at
long-term bond yields as well as commodity prices because certainly
trying to figure out what is going to happen down the road when
institutions and people invest, they try to invest at rates that will be
productive in years ahead, and we also look at the value of the dollar,
those three things: the value of the dollar; Treasury bond yields,
long-term bond yields; and commodity prices.

Now, I would like to talk about each of these just for a moment.
Commodity prices over the last five or six years have trended down, and
in 1999, they did bump up slightly, but they have leveled off again. We
see fairly steep declines in commodity prices up until 1999, and then
there was an increase, but they are still far below, that is, commodity
prices, what they were five years ago, which is certainly encouraging
from trying to figure out what is going on with inflation. The 10-year
Treasury bond price has also had a little tick upward. In fact, it was quite
significant, and now it has trended down, but in spite of the fact it has
ticked upward, it is still far below what it was a decade ago. And the
value of the dollar weighed against other currencies is also in good shape.
So as we look at what may happen in terms of inflation down the road,
we see very little evidence that there is a lot to worry about here.

Do you have any statistics at all that you can reflect on that would
either confirm or disagree with the general statements that I just made
relative to these issues?

Ms. Abraham. I think the statistics that we have in terms of what
the recent history has looked like that are most relevant are statistics from
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our Producer Price Index (PPI) program on what has happened to crude
nonfood materials. Maybe you could just comment briefly on what those
have shown.

Mr. Dalton. As Katharine said, this is the crude materials
component of the ProducerPrice Index, and it is probably not the same
measure that you are referring to as an index of commodities. I am not
sure which measure you are using. But in general it is true that if you
exclude energy, looking over the past several years, commodity prices
have declined, and in 1999 they did go up. So we can confirm roughly
what you said about the commodity prices.

Representative Saxton. May I ask you, the figures that I have show
the commodity prices excluding energy did go up during the first half of
1999, but then they leveled out. Is that what you show?

Mr. Dalton. No. For all of 1999, we show this component, which
is crude nonfood materials less energy, going up 13.6 percent.

Ms. Abraham. But you don't have month-by-month data at hand?
Mr. Dalton. I don't, but I do have the year-over-year for January,

and that is 16.9 percent. I am not sure that you can say that it is trailing
off.

Ms. Abraham. I think we need to get the month-by-month numbers
and provide them for the record.

[Response of Commissioner Abraham to Representative Saxton regarding
commodity prices; chart entitled, "PPI Crude nonfood material less
energy" appears in the Submissions for the Record.]

Representative Saxton. You mentioned energy. May I just pursue
this for a moment? When we talk about the broadest measure of inflation
related to CPI, we include both food and energy prices in the broadest
measure; is that correct?

Ms. Abraham. Right.

Representative Saxton. So when we consider inflation that may be
in the economy today and include energy, it shows that energy has
pushed prices upward significantly. Would that be true?

Ms. Abraham. That is correct. Over the past year as a whole
energy prices have risen quite rapidly, and they have pushed our topside
measures that include energy up.

Representative Saxton. My constituents can verify that,
particularly those who heat with oil.

63-667 00 - 2
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Ms. Abraham. Right.

Representative Saxton. The price of oil climbed from probably
under 80 cents to two dollars this winter, primarily, I suppose, because
of supply and demand. Is that a fair statement?

Ms. Abraham. It seems likely to be what was going on.

Representative Saxton. If one were to worry then about the cost
of production going up because energy prices have increased
significantly, one would have a valid concern.

Ms. Abraham. Right.

Representative Saxton. On the other hand, once again you and I
are looking in the rear-view mirror at what happened in the past, and we
have to therefore to try to project what is going to happen in the
economy, we can't just do that. We have to look ahead at what may
happen in the future, and if the cost of energy increased because of
supply and demand, then it might be useful to try to figure out what is
going to happen to supply and demand in the future relative to what our
economic policies might be as a reaction to that. True?

Ms. Abraham. Mm-hmm.
Representative Saxton. I noticed in the newspaper this morning on

that subject there is an article that says, three oil ministers agree to boost
output. Oil ministers from Saudi Arabia, Venezuela and Mexico said
yesterday that they plan to boost world oil supplies after a scheduled cut
in production expires later this month. I am not certainly an expert in
knowing what that means except that my understanding of the law of
supply and demand says when the supply increases, the price does not
increase, conversely it decreases, and therefore one might expect that the
spike that we have seen in energy prices may be coming to an end. Can
you react to that?

Ms. Abraham. I can't forecast what is likely to happen to energy
prices. I can say that if you look over the last year, the most inclusive
measure that we have of consumer prices, the Consumer Price Index,
inclusive of food and energy, went up 2.7 percent. Excluding food and
energy from the calculation, and therefore removing the effects of the big
increase in energy prices, the increase in that measure was just 1.9
percent.

Representative Saxton. I am sorry, I didn't quite get that.

Ms. Abraham. The overall CPI went up 2.7 percent over the last
year. The CPI, excluding food and energy, went up by 1.9 percent, so it
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is repeating what we talked about earlier, clearly the case that the run-up
in energy prices has been a significant factor in the overall rate of growth.

Representative Saxton. Sure. We all agree that one of the causes
is that the oil-producing states decided to limit production, therefore
decreasing supply, and the price shot up. Now what I am saying is that
if this newspaper article which is - I will have to call the Secretary of
Energy Bill Richardson because he is quoted here, but it looks like he is
doing a good job. I know he has been on the circuit. We now read here
in the opening paragraph, ministers from Saudi Arabia, Venezuela and
Mexico said they are going to increase the supply. That is good news,
good news for the economy, and we can expect that perhaps the other
element in our economy which has been worrisome over the last several
months, energy prices, may be expected to stop the increase.

Now, I just have one other question, and I know that this is a
futuristic question as opposed to evaluation of what has happened in the
economy. We know that the Fed has indicated a bias toward future
interest rate increases apparently because of their worries about inflation.
Now, you and I have talked, or I have talked and you have helped me a
great deal to understand these issues, but while we were talking about
labor costs, I think we both agree that over the last couple of years in
terms of unit labor costs as well as increases in wage - rates of increase
or decrease in wages, that those pressures seem to be either dissipated or
in the process of - we can anticipate that they will be dissipated, and I am
just curious if you have any thoughts as to why the Fed continues to have
a bias toward more interest rate increases.

Ms. Abraham. No, I don't.

Representative Saxton. I thought that might be your answer.

Well, it is a question that I have. I am not sure that I am worried
significantly about increases in rates of costs of living. I know that the
Fed apparently has anticipated, I guess it is fair to say, several more
increases, but based on our studies at the Joint Economic Committee, we
come to a slightly different conclusion. And again, I want to go back and
just say I have complimented over and over again in this forum and in
other places the performance of the Fed under Chairman Greenspan's
leadership. I am just trying to understand what it is that they see that are
not evident in your statistics and not evident in the indicators of future
inflation that we look at.

So, Commissioner, I don't think I have any further questions at this
point. I want to thank you for being with us today. I am sure that had
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Congress been in session for the last two days, we would have had
several other Members here to ask questions as well. Thank you for
being with us, and we will look forward to seeing you again in the future.

Ms. Abraham. Thank you, Mr. Chairman.

[Whereupon, at 10:17 a.m., the hearing was adjourned.]
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SUBMISSIONS FOR THE RECORD

PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, VICE CHAIRMAN

I am pleased to welcome Commissioner Abraham and her
colleagues to this hearing on the monthly employment situation.

Today's report reflects the strong condition of the U.S. economy.
Although employment growth was modest, the percentage of the
population employed - the employment- population ratio - remains at a

record level. The civilian unemployment rate is fluctuating around its
lowest levels since the Nixon Administration. Although employment
gains were soft in February, in the context of the performance of recent
months labor market conditions overall appear to remain quite strong.

The employment data released today are consistent with other data
reflecting strong growth in the economy. Moreover, the expansion of the
economy has been accompanied without an increase in inflation. Both
unemployment and inflation have declined together during this
expansion. This again disproves one of the most mistaken assumptions
in postwar economic policy, the notion of a tradeoff between inflation
and unemployment.

In several previous hearings of the Committee, I have explored this
issue in some detail with Federal Reserve Chairman Greenspan. We have
agreed that the Fed's policy of minimizing inflation through informal
inflation targeting has brought significant economic benefits. The Fed's
policy, by bringing down inflation and interest rates, has boosted the
economy and reduced unemployment as well. Those who argued that this
disinflation policy would raise unemployment were proven wrong.

As I have said many times, the thrust of the Fed's monetary policy
has been extremely successful. Although Chairman Greenspan deserves
enormous credit for successfully implementing this policy, the substance
of this policy based in informal inflation targeting also is responsible for
its very positive effects. More focus on the substance of Fed policy would
provide a greater understanding of why this policy has worked so well
and permit some demystification of monetary policy in general.

However, in recent explanations of changes in monetary policy, the
Fed has moved in recent months to a rationalization drawing from
concerns about economic growth, healthy labor markets, and the stock
market. On the other hand, our research suggests that a focus on
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intermediate market price indicators such as commodity prices, bond
yields, and the value of the dollar together are better signals of potential
future inflation. I am concerned that Fed statements have led the markets
to expect larger adjustments in monetary policy than are justified by the
leading price indicators. In other words, a policy of sustained Fed interest
rate hikes would not be supported by the price data available at this time.



19

;i' { a |UWr~ynnt Rate

., I ,

r \A

V;L . ,

, . E. . ,;S. t f <



20

FOR DELIVERY: 9:30 A.M., E.S.T.
FRIDAY, MARCH 3, 2000

Advance copies of this statement are made available to the
press under lock-up conditions with the explicit
understanding that the data are embargoed until 8:30 a.n.
Eastern Standard Time.

Statement of

Katharine G. Abraham
Commissioner

Bureau of Labor Statistics

before the

Joint Economic Committee

UNITED STATES CONGRESS

Friday, March 3, 2000

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.

The unemployment rate, at 4.1 percent in February,

changed little over the month and has been below 4.2 percent

since last October. A nominal increase of 43,000 in payroll

employment in February followed a large weather-related gain

of 384,000 in January. The average monthly gain for the 2

months (214,000) is about in line with the monthly average

for 1999 (226,000).

In the goods-producing sector of the economy,

construction employment decreased by 26,000 in February.
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This decline followed an exceptionally large increase of

116,000 in January (after seasonal adjustment), which

reflected unusually mild weather during the survey reference

period for that month. In 1999, the industry added 220,000

jobs, or an average of 18,000 jobs per month.

Manufacturing employment edged up by 5,000 in February.

The nation's factories have added 31,000 jobs over the past

4 months, after shedding 527,000 jobs from March 1998

through October 1999. Recent gains have been concentrated

among durable goods manufacturers, notably in the electrical

equipment, auto, industrial machinery, and fabricated metals

industries. While there has been no net job gain among the

producers of nondurable goods in recent months, the downward

trend in employment in nondurable goods manufacturing has

abated somewhat since last August. The factory workweek and

overtime hours each rose by 0.2 hour in February, to 41.9

and 4.8 hours, respectively.

In mining, employment in oil and gas extraction

continued to inch up in February. The industry has added

9,000 jobs since August 1999. These gains undoubtedly

reflect the rise in oil prices that began early in 1999.

Job growth was sluggish throughout most of the service-

producing sector in February. Employment in transportation

and public utilities changed little for the second month in

a row. In transportation, there were small job losses in

both trucking and air transportation in February, and

employment in public utilities continued to drift downward.
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Services employment showed essentially no growth in

February, after seasonal adjustment. This follows a gain of

142,000 jobs in January, which was slightly above the

average monthly growth for the industry in 1999 (121,000).

Some of the February weakness reflected declines in

industries that had posted large weather-related increases

in January, such as agricultural services and amusement and

recreation services, but other services industries less

prone to unusual seasonal fluctuations also were weak in

February. Employment in business services was essentially

unchanged over the month, compared with its average growth

in 1999 of just under 50,000 jobs per month, and health

services added only 6,000 jobs, about half of its average

monthly gain. Several other services industries, including

social services and legal services, also exhibited weakness

over the month. One notable exception was engineering and

management services, which continued a strong growth trend,

adding 15,000 jobs.

Employment in wholesale trade edged up by 8,000 in

February, about half of its growth trend in 1999. At the

retail trade level, employment was up by 33,000 over. the

month, slightly under its average monthly gain for 1999.

February-job increases among department stores (after

seasonal adjustment) and furniture stores more than offset a

small decline in eating and drinking places.

Finance, insurance, and real estate added 10,000 jobs,

reversing a loss of 6,000 in January. Within finance, an
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employment increase in security brokerages was largely

offset by small losses in a variety of other finance

industries. Federal government employment rose by 20,000 in

February, with all of the gain due to the hiring of

temporary workers for the upcoming Census.

Average weekly hours of production or nonsupervisory

workers on private nonfarm payrolls edged down by 0.1 hour

over the month to 34.5 hours. Average hourly earnings of

private production or nonsupervisory workers rose by 4 cents

to $13.53. Over the year, average hourly earnings rose by

3.6 percent.

Moving on to the data from our survey of households, as

I mentioned earlier, the unemployment rate was essentially

unchanged in February at 4.1 percent, and it has remained

under 4.2 percent since October 1999. The jobless rates for

adult men, adult women, whites, blacks, and Hispanics showed

little change in February. The rate for teenagers edged up

to 14.1 percent, returning to near its December 1999 level.

The labor force participation rate ticked up a tenth of

a percentage point over the month to a record high level of

67.6 percent, and the employment-population ratio held at a

record high 64.8 percent. The number of persons who held

more than one job totaled 7.7 million (not seasonally

adjusted) in February. These multiple jobholders made up

5.8 percent of the total employed, down slightly from 6.1

percent a year earlier.
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Among persons not in the labor force, there were about

1.3 million individuals (not seasonally adjusted) who were

classified as "marginally attached" to the labor market in

February, about the same as a year ago. These are persons

who want and are available to work and looked for employment

at some point in the past year, but are not currently

searching for a job. The number of discouraged workers, a

subset of this group who have stopped looking for work

because they believe their search would be pointless, was

262,000 in February (not seasonally adjusted), also about

the same as the year-ago level.

In summary, the unemployment rate was little changed at

4.1 percent in February, and payroll employment rose

marginally, following a large weather-related gain in

January.

My colleagues and I now would be glad to answer your

questions.
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THE EMPLOYMENT SITUATION: FEBRUARY 2000

Tbe unemployment rate was little changed in February at 4.1 percent. the Buteau of Labor Statistics
of the U.S. Department of Labor reported today. Payroll employment edged up by 43,000 following a
large increase in January (384,000). Average hourly earnings increased by 4 cents over the month and
by 3.6 percent over the year.
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Both die number of unemployed persons (5.8 million) and tie unemployment rate (4.1 percent) were
about unchanged in February. Thejobless rate has been below 4.2 percent for 5 consecutive months.
Among die major worker groups, the unemploynent rate for tenagers increased to 14.1 percent in
February. about tie agme level as in December. Unemployment rates for adult men (3A percent), adult
women (3.5 percent), whites (3.6 percent). blacks (7.8 percent), and Hispanics (5.7 percent) were little
dianged over die month. (See tables A- I and A-2.)

The number of persona in the civilian lbo force was about unchanged at 141.2 million in February,
following a substantial rise in January. Tbe labor fore participation re was 67.6 percent, a record
high. Total employmet was ab aned in Febrnury. a 135. million (seasonally adjusted). Tbe
employment-popuationbratio-dte proportiof dte populatin age 16 and older withjobs-remsined
at a ord high 64.8 percenL (See table A-l.)
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Tatble A. Major ldeators of tabdorat' ket activity, seasonally adjusted
(Numbers in thoasadndI

Quarwrly avoerage Monthly daa Jun.-
Category 1999 1999 2000' feb.

m I Iv Dec. I Jan. I Feb.I change

HOUSEHOLD DATA Labor force status

Civilian labor force..........................
Efm ploy ente...............................
Unemployment...........................

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

All workers......................................
Adult m en................................
Adult women..............................
Teenatgers...................................
W hite..........................................
Black..........................................
Hispanic origin...........................

ESTABLISHMENT DATA

Nonfarm employmeot .....................
Goods-producine ....................

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

M anufacturing......................
Sertice-producing ..................

Retail trade...........................
Services................................
Government..........................

Total private....................................
M anufacttring............................

Overtime...............................

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

Average hourly earnings,
total ptivate...............................

Average weekly earnings.
total ptivate................................

139.394 139,880 140,108 140.910 141,165
133.526 134.153 134,420 135.221 135.362

5,68 53,727 5.688 5.6S9 5,804
68,650 68,780 68,724 67,872 67,742

25S
141
115

-130

Uremployment rates

4.2 4.1 4.1 4.0 4.1
3.5 3.4 3.3 3.3 3.4
3.8 3.6 3.6 37 3.5

13.8 13.8 13.8 12.6 14.1
3.7 3.5 3.5 3.4 3.6
8.2 8.1 7.9 8.2 7.8
6.4 6.1 5.9 5.6 5.7

0.1

.3

1.5

-.4
.1

Empltymt

128,936 129,606 129,898 pl30,28
2

p130,3
25

p43
25,194 25,246 25,283 p25,419 p

25
.
4
()

0
p 19

6.270 6,359 6,393 p6,509 p6,483 p-26

18,398 18,359 18.361 plS,3S2 plS,3
87

p5
103,743 104,360 104,615 pl

04
,8

63
p104,925 p6

2

22.884 22,922 22.973 p
23

,00S p23,041 p
33

39,172 39548 39,657 p
39
,
799

p39,805 p
6

20,194 20,274 20Q315 p
20

.
368

1 p
20
,
381

p13

Houts of work
t

34-5 34 5 345 p3461 p34.5
41.S 41.7 41.6 P41.71 p

4
1.9

4.71 4.6 4.6 p4.6 p
4
.8

P.0.I
p.2
p.2

Indexes of aggregate weekly boots (1982=100)'

148.31 149.11 149.41 p150.51 p149.91 p-0.
6

Ettmings'

$13.31 313.41 $13.44 p$13.
4
9 pS13S53 PS0.

04

458.64 462.65 463.68 o4i6.75 p466.79 p.
04

'Beginning in January 2000, househiold data reflect revised population controls Used in the
Cunrent Population Survey.
- Includes other industries, not shown sepaately.
' Data relate to private production or nonsupervisoty woekern.
papretimy.
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About 7.7 million persons (not seasonally adjusted) held more than one job in Febuary. 7hese
jobhiplejobolders represented 5.8 percent of the total employed, down from 6.1 percent in February

1999. (See table A-10.)

pesons Not in the Labor Force (Household Survey Data)

The number of persons who were marginally anached to the labor force in February totaled 1.3
million (not seasonally adjusted). Tbese people wanted and were available to work and had looked for a
job sometime in the prior 12 months. Tbey are not counted as unesmployed because they had not actively
searched for work in the 4 weeks preceding the survey. The numtber of discouraged workers was
262,000 in February. about the same as a year earlier. Discouraged workers, a subset of the marginally
stnched, were not currently looking for work specifically because they believed no jobs were available
forthern (SeetableA-0.)

IndustryPU ll Emlonunt }sbishment Sun= Data

Nonfarn payroll employment, 130.3 million, was up slightly in February. after seasonal adjustment.
This followed a large increase in January that was due in part to unseasonably mnild winter weather across
most of the country during the urvey reference period. The average job gain for the first 2 months of
this year was 214.000. about in line with the average monthly increase for 1999. (See table B-1.)

In the goods-producing sector, constisction employment was down by 26,000 in February following
a substantial gain (116,000) in January. It is likely that unusually warm weather in the January survey
reference period allowed emnployers to delay sonie winter layoffs. The largest employment declines in
Febrsary occurred in the uote weather-sensitive industries that had registered large increases in
January-heavy construction and the concrete, masonry, and roofing trades.

Manufacturing employment was up by 5.000 in February and has increased by 31.000 since October.
Factory employment had declined by 527,000 from March 1998 through October 1999. In February, the
lrgest manufacturing employmnent gains were in electrical equipment (8,000), motor vehicles (6.000).
and industrial machinery (6,000). In contrat food products lost 10,000 jobs.

In mining, employment continued to edge up in oil and gas extraction. Since August, the oil and
gas industry has added 9.000 jobs.

In the servieproducing sector, employment in the services industry was uncharacteristically flat
in February. following a rise of 142.000 in January. In 1999, monthlyjob gains in services averaged
121,000. Employment in business services was essentially unchanged over the month; the average
monthlyjob gain in the industry in 1999 was 47,00. Health services added 6,000jobs in February.
only about half its average growth. Employment declined in agricultural services and amusement aed
recreation services-_weathe-sensitive industries that had la seasonally adjusted job gains in January.
In contras, srong job growth continued in engineering and management services.

Over the mouth job growth in retail trade (33,000) was about in line with its average for the prior
12 months. The lgest etnployment gpins in the industry were in department stores, where seasonal
layoffs in February were smaller than usual, and in furniture stores. Wholesale trade employment edged

up by 8,000 over the month, about half its average monthly gin.

Ftnance, insurance, and real estate added 10.000jobs in February, reversing a loss of6,000jobs in
January. Within finace, the only industry to add jobs in February was security and commodity broker-
ag (up 7,00), continuing its strong growth trend.
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Employment in transportation and public utilities changed little for the second consecutive month.
In transportaion, job losses occurred in trucking and air transportation. Employment in public utilities
declined, but communications continued to add jobs.

Within the federal government, an additional 20,000 temporary workers were hired in February for
the decennial census.

Weekly Hours (Establishmen! Survey Data)

The average workweek for production or nonsupervisoy workers on private nonfarm payrolls
edged down by 0.1 hour in February to 34.5 hours, seasonally adjusted. In manufacturing, both the
average workweek and overtime hours rose by 0.2 hour to 41.9 hours and 4.8 hours, respectively.
(See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls decreased by 0.4 percent to 149.9 (1982=100), seasonally adjusted. The manufacturing index
increased 0.4 percent to 106.7. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Datal

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls rose
by 4 cents in February to $13.53, seasonally adjusted. This followed a gain of 5 cents (as revised) in
January. Over the month, average weekly earnings were essentially unchanged at $466.79, seasonally
adjusted. Over the year, average hourly earnings rose by 3.6 percent, and average weekly earnings
increased by 3.3 percent. (See table B-3.)

The Employment Situation for March 2000 is scheduled to be released on Friday, April 7, at
8:30 A.M. (EDT).

Mardi 1999 National Benchmarks
In accordance with standard practice, BLS will release nonfarm payroll employment

benchmark revisions with the May data on June 2,2000. The March 1999 benchmark
level has been finalized and will result in an upward revision of 258,000 to total nonfarm
employment for the March 1999 reference month, an adjustment of 0.2 percent.

Also concurrent with the release of March 1999 benchmark revisions on June 2, BLS
will begin implementation of a new probability-based sample design for the payroll survey.
Estimates for the wholesale trade major industry division only will incorporate the new
sample design with this release. Further information is available on the Internet
(http://stats.bls.gov/ceshome.htm) or by calling (202) 691-6555.
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Explanatory Note

Thb news le e presents st-sts from two major auveys. the
Current Population Survcy (housoold urvey) and the OCrrent
Employnmnt Sansticns srv (eablisinct tnavey). The bN--4-dm
survey provides she information an the labor fenceploymnt and
unemployment that appears in the A tables. mrtked HOUSEHOLD
DATA. It 1 o sample survey of abont SO.W bcsmolds onhsted
by the U.S. Census Buresm for the Buwett of Labor Staistics (B1S).

The establishment survey provides the information on the
employnsnt boMs and eanrings of waekest an nonfarm payrolls that
tpet in the B tables. marked ESTABLISHMENT DATA. This
infarmntion is coileted from payron reo by BLS in cooperation
with Stte agIneies Iane 199. the included about 390,O01
eskdishmuents employing ibont 48 _ilo people

For bothb taeys, the data for a grven -th relate to a particular
week or pay period. In the household smvey. the reference week i
gecnrally the calendar week that contais the 12th day of the month
la the etablishrment wtvey, the refosrece period is the pay peiod

inclding the 12t. which may or may not coenespon directly to dte
cbdr weet

Coege, d tflnirdons amd It

HoRsehold suvey. Tbe sample is seled to reflect the enat
cvilnn nonstintuional populdtion. Bated on teponses to a senes of
qtCsnioes on work amdjob sear acivie, each person 16 yeas and
over ina sample hsschokdl isclasnifled ats employed, nemploynd or
not in the lbor for.

Peopk re dbaifiled taepyeddfbthey did any work at all a paid
emplye durmng the reference week; worked in than own bosiness,
profession. or an thoir own fitm; or worked withnost pay at least 15
bos in sa family butiness or farm Peopl are also counted ma
employed if they were temporarily absent from theirjobs becaue of
ilhea,btdweather. vc laor-m ageentsdispns orprsnalt
reasonS.

Peopl tare cassified u wr dif tey meettal of te folbwing
crterua They had no employment dining the reence wed; they
were available for woek athdstime; and dty male speciflc efforts to
find employment smime dersng the 4-week period ending whb the
reference week. Per 1uidoff ftom ajobandeeirecal need
not be looking for work to be counted as unemployed. Tbe
tesmployment dam derived from the household survey in no way
depend npon the eligibility foror recept of anuoloymet bsurance
beneits.

The cdailie lahorbrce ip the stm of employed and unemployed
pemans Those not chmafiled ma employed or unemployed we nor in
de lfborferce. The enosplroyssrume is dte numbe unemployed a
a pete of de labor force. TIY tborJbrcep r ruse i the
labor force at a ofpert d the population and the empysst
poprltir rato is the employed ma oprcent of the population.

Eafalhimat wmn. Tbe sample establishnstts are d maw
fotn private nnnfarm buttienses sbcs an fatries cese, and tares,
o well as Federal Szex and local go err nt entie Sv ton

an9ran payrols are those who reeived pay for joy part of the
rfne pay period. mrclnditg persons on p-id lv Prts; ar
counted m cabjob they hold. Hoar de dingtda at for prnne

ousinesses and rdle only to production workers in the goods-
producing eor and nonnupervsteay workers m the sfrlceedeg
netr.

Differenimin q n The nuncr e
and methodological differences between the beous Id and
saba-n sresutt minp -adi u teemploy-

eutiaes deived from the snueys. Among these are

bldr ci-ennde drd
r paidfmblyworema ndpjairbianholswoke dthee Le
These gups ar excluded fMrm the esabl shmen suvey
- * The bousehold survey mcicden people on unpid leave ano the

employed. The etbishen smrvy does act
* Tbeheehed snrvy ey imted to workr 16 yrsofe ndolder.

The eatbidmaz survey ans huntimed by a.
* The _asnehed survey ba an dncpcl tn of inividd be

tndsvidlss areonatadonyn f even fthey boldothananjob. In
the estblishmet anvey. employem working at me than ne job and
that appearingon move than nae payrol wonld be oomoddseparately fer
ecb atpeance.

Other differences between the two surrveys are desbe ms
"Comparing Employment Estimeats fbum Hounehold mnd Payrl
Surveys," which may be obtained from BLS upan reqr t

Over tde e of s ye. the sme of the matians labor force and
the levels of employment and unemployment undergo sharp
fluctuations due to suds sesural events as changes m weather,
reduced or expanded producton. barvess. major holidays, and the
opening and closag of schoolts. Tbe effectof ac resna variaton
can be vesry lage; seasonal fbssaion may iccut fere amuc, as
95 peront of the mouth-to-mouth changes in unemployment

Buecase thene raesonal events follow a mnte or les regular
paeaneachyer.theirinfluences ahisdicaltrmscanbee mnaged
by adjusting the sttics fromf moptb tomoth. Thee adjuasates
make nonseasonal develoPmenta such as dediom in econmic
activity or increses in the participation of women in the labor fonrc
etier to sport For example, the lrge number of youth enering the
labor force each Jumhnealikely to obscure any other changes that have
taken place relative to May. makn It difficut to determine if Ihe
level of ecenomic activity has risen or declined. However, become
iheffe acf atadents finiaingl ads ol in previous ye aisknwn the
statisica forthe =nreo yearcn be adjuted to allow forecomparable
change. Insofar as the seasonal adjusbent is made correctly. the
adjusted figure provides a more aseal tool with which to analye
chages in economic activiy.

Inboth the bousebold and establishment surveys. most easonally
a ted seri e Independently adjusted Ho ver, the a sted
tales for many maR" estimaes, nch a total payroll employment,
employment in most major industry divislels. total empoynsM and
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unemployment are computed by aggregating independently adjusted

component series. For example, total unemployment is derived by

summing the adjusted seies for four major age-se conmponears this

differs from the unemployment estimate that would be obtained by

directly adjusting the total or by combining the duration, reasons, or

more detailed age calegories.

The numerical factors used to make the seasonal adjustmrens are

tecalcwdated twice a yam. For the household suvey, the factor ame

calcu ated fortheJanwury-Junepeiod and again fortheJwly-December

pernod. For the establishment survey, updated factors for seasonal

adjustment are calcudated for the May-October period and introduced

along with new benchmarks, and again for the November-April penod.

In both surveys. revisions to historical date are made once a year

Reliability of the estimates

Statistics hased on the household and establishment surveys are

subject to both sampling and nonsasmphmg error. When a sample rather

than the entire popuwation is surveyed. there is a chmnce thao the sample

estimases may differ from the 'tere" population values they represent

The enact differeece. or swnplrg error, varies depending on the

pamcsdar sample selected, and this variability is measured by the

standard error of the estimate. There is about a 90-percent chance, or

level of confidence, that an estimate based on a sample will differ by

no mare than 16 standard errors from the 'true- population value

becarse of sampling error. BLS analyses arc generally conducted at

the 90-percent level of confidence.

Porexample, the confidence interval forthe momthly change in total

employment from the hbosehold survey is onthe ordcrof plus or minus

376,000. Suppose the estimate of totnd employment inctears by

100,000 from one month to the next The 90-pecent confidence

inrerval on the mondily change would range from -276,0J0 to 476,000

(100.000 sI- 376.000). Thee figures do ntt msa, that the srnmple

result are off by thes mageitudes. but rather that there in about a 90-

percent chance that the "true" over-themuont change lics within this

interval. Since this range includes values of less than cem, we could

not say with confidence that employment had, at fact, increased. If.

however, the reported employment ris was half a million, then all of

the values within the 90-perran confidence interval would be grealer

than nm. In this cas, it is likely (at least a 90-percent chance) that

as employment rise had, in fact. occorred. The 90-perent ronfidence

interval for the monthly change in unemployment is +- 258,000, and

for the monthly change in the unemployment roue it in +/- .21

percentage point

In general, estimates imvlving many individralsorestablishments

hove Iower standard ritis (relative to the size of the estimate) than

esdmates which are baed on a small mumbe of observations. The

precision of esdmates is also improved when dte data am cmnulated

over ama anch as for quarterly and namul averages. The seaonal

adjustmen procesa can also improve trh mability of the monthly

estimates.

The htosehlad and estabhlshment surveys re also affected by

nontmpling error. Nonsamtphng errors can occr for matny reasons,

inchtdmig the failtrr to sample a segment of the population, inabiitry

to obtain information for all rtespoadents in the sample, inabiltty or
ttwilltigness of respondents to provide correct information on a

timely basis, mistakes made by respondents, and erros made in the

collection or processing of the data.

For erample, in tde establishment survey, estimates for the most

r.e-a 2 months me batwed on sabsotanally incomplete retmrs; for this

rmason, thme estimtates are labeled pmehamintay to the tables. It is only

after two successive revisions to a monthly estimate, when nearly alt

sample reports have been reeived, that the estmitie is considered final.

Another motr source of noasamphng error in the establishment

survey is the ntbility to captoe an a rimely bhsis, employment

genareatedby newefimms. Tocorrect fortbis systematic underestimation

of employment growth (and other sotrces of error), a process known

as bias adjstnest is inc'wdeo atthe survey's estimating procedures,

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

based chag. The sizeof the monthly bia djustuent is hased largely

on past relationships between the sample-hased estimates

of employrment and the totai cotns of employment described below.

The sample-based estimates from the establishment sarvey are

adjusted ore a year (o a lagged basis) to nivease cowns of paymil.

employmeantblained fmmtadmmisrroimenwcords oftheotmemployment

insroance progsm The difference between the March sample-based

employment esimates nd the March univesse counts is kmwn as a

henshmtrt revisirn. and serves as a tugb proxy for total survey eror.

The new benehmarks also incorpoetoe changes in the classification of

irdustries. Over the past decade, the benchmark revision for total

raonfarm employmrne his averaged 0.3 percent. ranging from zero to

0.7 percn

Addhlnal statstics and Of er iformatiOn

Mote compreheonsve statistics are contained im Dnpioymm ad

Errags, pubalshed eacb monbby BLS. It rs available for $16.00 per

issue or S40.00 per year from the U.S. Government Printing Office,

Wasbigtar DC 20402. Al order mnat be prepard by rending a

checkormoneyorderpayable to the Supemintendeat of Documents, or

by chargag to Mastercard or Vim.

Employaret ard Earnings also provides measures of
sampling ersr for the hourseold survey data publisled in this

relte. FPer uneaployment ard other labor force categories, these

measures appeatirn tales I-B through I-H of its "Explanatory Notes.'

Measures of the reliability of the data drawn from the

establishmet murvey mid the acWaW amots of revision due to beech-

mark r m are provided in tables 2-B through 2-G of dtat
publicattion.

Information ma this relesea will be male available to sensory

impaired individuals upun request Voice pbone: 202-691-5200

TDD _mg refe phone 14-01-577-8339.
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0,,atdmhcul,;. ......... ............ 4.4 5.3 426 4.7 4.6 4.8 4.7 428 4.7 429

Lad,told wood p8 M........ ..... 40.3 41.3 40.7 40.5 41.1 41.1 41.1 4029 41.1 41.1
Ft.xSkn aW l m.9................... 3928 41.1 40.1 39.7 40.3 40.2 3929 45. 40. 40.3
S4~t, day. wd ghm pt0xk42...........42.3 43.3 42.5 42.4 43.4 43.4 42.2 43.3 43.7 43.5
Pvb.my msW tutt 6,9d..43.7............ 45.3 44.7 44. 43.5 44.3 44.3 444 44.6 4426

MM tuimos d0 be*i sbd POWO 43. 46.0 45.4 45.5 43.5 45.0 45.3 45.5 45.2 42.7
Fa,,mtd muW pothlas...............4128 432 42.2 42.2 43.1 42.1 42.1 412 42.2 42.5
b .,5n ndm*.y ldequ~pmwt .. ... 42.1 43.2 42.5 42.4 42.1 42.4 42.2 42.2 42.5 42.4
R ~, M dc dow dsI eQ, I 41.1 42.4 41.5 41.7 412 41.6 41A4 412 41.3 4129
TMnspamtadMO.' kTI eQ ................ 43.9 44.9 43.8 44.0 44.0 4329 43.5 42.3 43.8 "4.

MOI vdah S9Il mW aq ........... 45.0 45.2 45.0 45.0 45.0 45.3 44.7 44.4 45.2 45.1
89Msawo99UmW MMW prduNidS .......... 41.5 42.5 41A4 4123 4123 41.5 41.5 41.6 41.2 41.2
F~moomnusainmmud*tr0.. -..... ..... 3928 40.4 39.1 3923 39.7 392 39.6 3929 39.4 3925

Nandum goos ....... ....... .. ....... 40.5 4126 40.7 4026 40.8 4120 41.0 40.9 402 41.0
On,utIw hul...................... . 4.0 4.7 4.2 4.2 423 4.5 4.4 4.5 4.4 4.6

Foodmid" 6 Ipduc ............... 41.1 42.4 41.3 41.1 41.7 42.0 4129 4126 41.6 41.7
Tdmm pM .......................... 372 442 4126 412a 38.5 410 422 435 422 423

Ta4eb~ pecluft....................402 4128 4029 41.1 40.6 4123 412 412 4029 4126
Appedm~da 0638 taMdsPMOS s ........ 3723 35.0 372 3726 37.5 3725 3723 37.4 3726 3728
Paps,~ 06. SWProkud.............. 43.0 442 43.3 43.0 43.5 43.5 43.2 43.2 42.2 43.5
P 6*gmod pub*hV.g................. 37.7 38.9 3729 3729 351 35.4 39.3 38.2 3B.2 38.2
Chmd~,w aMda~d proSct............ 42.7 432 42.9 43.0 42.8 43.1 43.1 43.1 42.0 432
Poshm anclaulprad a...... ...... . 4323 43.1 43.0 43.2 (2) (3) m (2) (2) (2
Rubber odn,6C. placs cpM&M d........ 41.4 4223 4125 4123 41.7 4125 412 4123 4128 4125
L~mtw wd eoaw prockm............. 372 37.4 36.9 37.4 37.7 3725 3726 38 372 35.0

Swmie-pock.Om6,g ................... .................. 32.7 32 32.8 322 32 33.0 322 322 3229 33.0 3228

Trmudpw1~n mld pubic .tin.......... .... 39.0 38.4 3823 38.1 30.2 38.5 382 38.5 3.5 38.3

1091,0108M baft........................ 3823 385 3B.5 3.1 3.L5 386 3.4 3825 3.5 38.

RubE clab ............... . .3.............2.6 23. 38.5 326. 382 3.8 3.8 2.1 282 2.1

Fhwm 6mxanc% old roal esat .......... 3.3 362 3628 36.1 (2) (2) (2) (2) (2) (2)
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I. AFaxV ~ = &B ,I
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_____________________- 17.s 17.13 1725 l.l8a 7242 7se.7 76650 m7

________r_______ 16.56 17.42 1743 17.5 6nes 6745 6S a74 6046
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Dom _____ 141 2 1473 14.n7 1470 s66A3 6364 M75 650.34
d l11628 IIJ3 1S 11 84 45378 4MM 473 C 47142
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Chwft& ____ 172D 17.79 1742 1784 754,44 77946 7s4. 77.12P_36W.aS_-- -& 21,43 2143 21465 22.14 742 60.57 .a56 OW4Nft46wwe. o_ spm m- t11 112.51 12.5 12.63 .42 .17 n1.24 317.4
Lawm I PM - - 9646 6 s2 96 8 9643 36.S 5n0 5636 374

_ 9A _ 1__ _ 12.S6 1 1112 1Al 414464 425.0 43mM 4574

Tiwwm N0 p ius ___ 1656 15.94 15 4 I5s 66646 62110 610.0 a"643

V_ soft _ 14 14.u 1 1cs 1443 66W0 674D4 379a 56
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PPI Crude nonfood materials less energy*
SOP 1500 INDEX SEAS INDEX
DATE NSA FACTRS SA

1998.01 150.5 99.6 151.1
1998.02 150.7 100.1 150.7
1998.03 149.2 100.3 148.7

1998.04 147.6 100.3 147.2
1998.05 147.2 100.2 146.9
1998.06 146.6 100.3 146.1

143.8 100.3 143.4 -1.9 -1.8
139.8 100.5 139.4 -2.8 -2.8
137.9 100.2 137.6 -1.4 -1.3

133.2 99.8 133.5 -3.4 -3.0
130.2 99.5 130.9 -2.3 -1.9
128.1 99.4 128.9 -1.6 -1.5

128.8 99.5 129.4 0.5 0.4
130.9 100.0 130.9 1.6 1.2
129.9 100.2 129.6 -0.8 -1.0

129.1 100.2 128.9 -0.6 -0.5
131.4 100-.2 131.1 1.8 1.7
132.2 100.3 131.8 0.6 0.5

134.2 100.3
136.8 100.4
139.1 100.3

153.7
136 .2
138.7

1.5
1.9
1.7

142.5 99.8 142.8 2.4
142.8 99.5 143.6 0.2
145.5 99.3 146.5 1.9

150.6 99.6 151.2

RUN DATEH 02/07/00 CNSAAR/SAAR=COMPOUND ANNUAL RATE OF CHO)
-1 MO CHO- - -3 MONTH CHANGES- - - -6 MONTH CHANGES- - 12 PO CH QTR CHO
NSA SA NSA SA NSAAR SAAR NSA SA NSAAR SAAR NSA SAAR

-1.3 -1.6 -2.9 -3.0 -11.1 -11.3 -3.3
0.1 -0.3 -2.3 -3.0 -9.0 -11.6 -4.3

-1.0 -1.3 -2.2 -3.2 -8.4 -12.2 -4.4

-1.1 -1.0 -1.9 -2.6 -7.5 -9.9 -4.8
-0.3 -0.2 -2.3 -2.5 -9.0 -9.7 -4.6
-0.4 -0.5 -1.7 -1.7 -6.8 -6.8 -3.9

-2.6 -2.6 -9.9 -9.9
-5.0 -5.1 -18.6 -18.9
-5.9 -5.8 -21.7 -21.3

-7.4 -6.9 -26.4 -24.9
-6.9 -6.1 -24.8 -22.2
-7.1 -6.3 -25.5 -23.0

-3.3 -3.1 -12.6 -11.7
0.5 0.0 2.2 0.0
1.4 0.5 5.7 2.2

-2.7 -6 .4
-4.0 -7.* .
-4.6 -6.5

-5.5 -? >'
-5.5 -; .';
-4.9 -7. i

-5.5 -5.9
-7.7 -5.2
-8.9 -6.5

-10.6 -5.6
-10.6 -6.7

-9.5 -6.9

-4.5 -5.1 -by7 -9.9
-7.2 -7.5 -I5.9 -14.4
-7.6 -7.5 -;:..6 -14.4

-7 .6
-11.2
-11.6

-9.8 -9.3 -:8.6 -17.7 -14.1
-11.5 -10.9 21.8 -20.6 -15.6
-12.6 -11.8 -23.6 -22.2 -16.0

-10.4 -9.8 -19.8 -18.6 -14.4
-6.4 -6.1 -12.3 -11.8 -13.1
-5.8 -5.8 -11.5 -11.3 -12.9

0.2 -0.4 0.9 -1.5 -3.1 -3.4 -6.1 -6.8 -12.5
0.4 0.2 1.5 0.6 0.9 0.2 1.9 0.5 -10.7
1.8 1.7 7.3 7.0 3.2 2.2 6.5 4.6 -9.8

1.4 4.0 3.7 16.8 15.7 4.2 3.3 8.6 6.8 -6.7
1.9 4.1 3.9 17.5 16.5 4.5 4.0 9.2 8.3 -2.1
1.8 5.2 5.2 22.6 22.6 7.1 7.0 14.7 14.5 0.9

5.0 6.2 6.8 27.1 30.1
0.6 4.4 5.4 18.7 23.6
2.0 4.6 5.6 19.7 24.5

3.2 5.7 5.9 24.7 25.7

10.4 10.8 21.8 22.7
8.7 9.5 18.1 20.0

10.1 11.2 21.1 23.5

12.2 13.1 25.9 27.9

7.0
9.7

13.6

-11.6

-9.0

-16.8

-23.3

-5.5
Pn.
c)'

1.9

18.3

26.0

16.9

XSEASONALLY ADJUSTED INDEXES FOR THIS SERIES ARE DERIVED FROM SEASONALLY ADJUSTED COMPONENTS. SEASONAL FACTORS FOR THIS SERIES
ARE IMPLICITLY DERIVED AND ARE NOT AVAILABLE IN ADVANCE SINCE THEY ARE PARTLY DETERMINED BY THE CURRENT UNADJUSTED VALUES OF
COMPONENT SERIES. THE APPLICATION OF AN IMPLICIT FACTOR TO AN UNADJUSTED INDEX MAY NOT YIELD THE SEASONALLY ADJUSTED INDEX SHOWN
UN THIS TABLE SINCE BOTH THE UNADJUSTED INDEX AND THE IMPLICIT FACTOR HAVE BEEN ROUNDED.
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