CES Policy Council – Meeting Notes

March 19 – 21, 2002

Salt Lake City, UT

Members Present:

· Dave Dahlberg (CA)

· Lincoln Dyer (CT)

· Pat Getz (federal co-chair)

· Ted Gladden (SC)

· John Gordon (BLS)

· John Henning (WI)

· Larry Huff (BLS)

· Don Laughrey (PA)

· Kirk Mueller (BLS)

· Graham Slater (OR, state co-chair)

· Dave Trzaskos (NY)

· Sheila Watkins (BLS)

Members Absent:

· Kathy Copas (NE)

· Debra Jackson (TX)

· Henry Jackson (IL)

· Ken Shipp (BLS)

Other Participants:

· John Eltinge (BLS SMD, technical expertise)

· Chris Foshier (IA, ACES technical expertise)

· Ronnie Downey (TX, representing Debra Jackson)

· Mike Macalusa (IL, representing Henry Jackson)

· Mycroft Sowizral (NY, technical expertise)

· Rachel Harter (NORC, small domain estimation model expertise)

State Representatives Only -- Election of State Co-Chair

State representatives elected Graham Slater, Oregon LMI Director, to continue as state co-chair.

State representatives discussed the possibility of state-only pre-meetings, the need to develop firm plans for model-based estimation options, and the importance of strong Policy Council representation at CES tri-regionals.

Call to Order, Greetings, Introductions, Review of Agenda

Graham called the meeting to order; welcomed participants.  Attendees introduced themselves.

Graham outlined the agenda, adding four items to the “additional business” topic for Thursday afternoon.

November Meeting Notes and Action Items; Resolution of Elections Workers and School Faculty

Pat reviewed action items from the November meeting.

· Review of LMI work statements …done.  Initial review was completed; work statements were reviewed by WIC; there will be a final review at this meeting.  All timelines were met.

· Enhancing policy council web site … done.  Names and membership have been updated; the publication cell analysis tool is good; responses to state probability questions are being posted to BLS web site.

· Development of probability sample training for incorporation into NAICS training … not done.  But Pat and her staff are in the midst of developing this, including some of their lead national estimating staff.  This will be a session during the NAICS training for states – how to make probability estimates, when to intervene, when not to intervene.  Graham noted that this was something specifically requested by the state WIC representatives during the previous day’s meeting.

· Discussion with John Filemyr regarding regional office commitment to probability sample implementation … done.

· Small group discussion regarding registry issues … done.  It was very helpful for key BLS staff to hear directly from state staff regarding registry problems.  ACES staff are developing a spreadsheet documenting which fields can be updated by which users.

· Guidelines on interpreting variances for NAICS publication … not done.  There are some things out on the internet site, based primarily on the national estimates, but nothing specific for state level estimates.

· ACTION:  Larry … update the tech notes for national estimates, include state examples, and publish these guidelines.

· State analysis of quarterly compared with annual average benchmark error … TX, IL, CA, PA … done.  Dave found that for California, there was very little difference between the March benchmark revision and the annual average benchmark revision.  Similarly, in Texas, there was not much difference between the two revisions … they went back to 1997.  For Illinois, Mike looked at the differences, but wonders whether it is even valid, mathematically, to average the difference across the months and years, given that the population changes over that time.  In Pennsylvania, Don feels that all the different measures … monthly, annual … provide valuable information.

· Important note:  the main issue is whether a state measures revision based only on the March revision, or based on the revision to the annual average.

· Drafting specifications to incorporate X-WLS estimator into ACES … done.  BLS staff visited Iowa and to present the specs to ACES staff.

· Summary of modeling / publication level discussions … done.  Pat drafted the initial document, Dave D. and Graham provided input, and then states had opportunity to provide comment.

· Review of proposed publication levels … done.  The web site publication review tool will be used in regional office training next week.

· Development of guidelines on cell structure and hours and earnings … done.  This was sent to states on February 8, and will be finalized during this meeting.

· NAICS publication discussion with WIC … done.

· Update NAICS S-memo … done.  This will undergo final review during this meeting, then will be distributed to states.

· Continue work on unified database … done and ongoing.

· Development of estimate review guidelines … not done … but still on the list … will be part of NAICS training.

· Regional offices to monitor probability sample estimates closely … done.

· Survey states regarding poll workers, education faculty, level of detail for NAICS history … done.

· Pat distributed a handout summarizing the state responses to the first two questions.  38 state support dropping faculty adjustments; 28 states support dropping poll workers.  12 states were opposed in each case.  3 and 13 states had no opinion, respectively.

· Discussion included the mechanics of adjusting ES-202 and historical series for each of these situations; the impact on our underlying employment definitions; the possibility of counting some faculty but not others, purely depending on whether schools on the sample are nine-month contract or 12-month contract; the need to put concepts before mechanics whenever possible.

· Policy Council members were torn between conceptual issues; mechanical data handling issues; and respecting the input from the state survey.  An informal show of hands suggested a roughly 50/50 split on the faculty issue and somewhat stronger support for dropping the poll workers.

· This issue was deferred until Thursday afternoon, so that Council members could ponder this before making a decision.

· ACTION:  Pat will draft a paper summarizing conceptual and operational issues regarding these two data items; send it out to the Policy Council members; we will seek one more round of input from states; then make a final decision at the June meeting.

· Survey states regarding universe counts for state government … not done.

Note:  the four-digit NAICS county files are now available to states … regional offices should be contacting states this week to let them know where the files can be accessed.  However, the micro-data files are not yet available from the ES-202.  This will be further discussed later in this meeting.

CES Program Update (Pat Getz)

· BLS still does not have a Commissioner.  The administration has announced the name of the person they intend to nominate but nothing formal has yet occurred.  Lois Orr is continuing as Acting Commissioner.

· Lois Plunkert is retiring next week.  She has been in charge of national estimate production analysis for the past 17 years.

· State benchmarks were released on March 6.  States converted probability sample for goods-producing industries.  Michigan was not included in the release because their data were not available in time.  The aggregate (sum of states) for March 2001 was revised down by 745,000.  Looking at the rest of the year, through December, the aggregate sum of state revision was down 1.2 million.  It appears that the economic slowdown was not picked up adequately by the state estimates.

· The benchmark revision for the national estimates, March 2001, is -123,000.

· CES received cleaned-up ES-202 data for third quarter 2001 last week.  It appears that there’s a notable decrease in ES-202 employment levels between June and July.  CES staff will be analyzing the June to July change in ES-202, to determine why such a huge number of jobs disappeared.  This will be a high priority for CES program staff.

· On March 8, BLS issued their monthly employment situation release, including experimental probability sample-based series for TPU and FIRE and retail.  These series will officially start in June.  At that time, only services will remain on quota sample.

· The BLS is developing Continuity of Operations Plans for the seven key economic releases.  CES accounts for two of these … employment and earnings.  These plans are serious executable plans to continue operations in the event of future terrorist attacks or other emergencies.

· CES continues to have a lot of initiatives, changes, priorities.  Pat has never experienced a period comparable to the one we’re in now … with redesign, NAICS, small domain modeling, due dates of early ’03, building new production system for national employment estimates, switching seasonal adjustment methodologies at the national level.

Small Domain Estimates

John Eltinge led the discussion, and distributed copies of a handout titled “Weighted Least Squares and Synthetic Estimation Methods for Small Domain Estimators”.  This handout provides a brief overview of the current proposal for small domain estimate production in January 2003.

The model involves the same three estimators presented in earlier meetings – sample estimate (Y1), ES-202 historical trend (Y2), and state trend applied to area estimate (Y4).  In addition, a fourth estimator (Y3) is proposed, based on “analysis of variance”, to be used only when the combination of the other three would not produce a satisfactory result.

The final estimate … weighted least squares estimator … will typically be a weighted sum of Y1, Y2, and Y4.  In some cases, though, Y3 will be given a non-zero weight and will therefore be incorporated into the estimate.

If we were to consider incorporating other estimators later on, we could do that within the general regression model, giving some weight to the other estimator options.

The model will incorporate a bias adjustment factor, allowing primarily for two situations:  first, the sample itself may have bias (for example, might be primarily stable firms that don’t reflect growth or losses depending on the cycles) and second, there may be reporting glitches, timing-related, that impact employer responses to the CES survey, depending on the economic condition of the time.  There are also other issues that can cause bias.

Discussion from state representatives included bias factors, state/MSA trends, resource issues for model intervention, analyst judgment in estimation, information that will provided from the ACES estimation reports, June training packages.

One member asked whether we could produce model-based estimates even for areas which can support probability sample estimates.  The answer is basically “no”, because this becomes a resource issue, given that the statistical methods staff will already have a very full plate in supporting the small domain estimates for those cells that cannot use probability sampling (due to small sample size).

AGREEMENT:

Policy Council members agree with the addition of the new Y3.

The small domain model will be ready, in the above-described first generation, for implementation in January 2003.

It is becoming apparent that we need to increase the communication to state staff … both LMI Directors and CES staff regarding the new model.

ACTION:  John and Larry … produce a version of the handout with a single specific example of how each of the estimators would play out in a specific MSA / industry.  Once this is completed, circulate to CES Policy Council for comment.  Incorporate comments.  Distribute to all state LMI Directors and CES lead staff, and incorporate into the June/July NAICS training sessions.

John proposed working closely with a state that’s actively involved in this issue, starting this spring, to slowly bring small domain estimation to full production mode.

NORC Model -- Update

This was a joint presentation from Rachel Harter, John Eltinge, and Larry Huff.  The presentation included umerous handouts – written analysis, data tables, and graphs were distributed.

Regarding “Numerical Comparison of the NORC / Illinois Small Domain Engine with Other Small Domain Estimators.”

With the NORC model, an accurate cross-reference file between CES and ES-202 becomes more important than ever before.  This is something that should be emphasized during upcoming training sessions.

BLS and NORC staff produced NORC model estimates for Illinois, California, and Oregon from August 1999 to November 2000.

In most cases, the weighted least squares estimate performs better than the NORC model … but in some cases, the NORC does better.  The operative question is whether or not we can identify situations where NORC performs better, so that we can use the NORC model in those specific cases?

IMPORTANT:  On a monthly basis, the analyst making estimates will, at the very least, see (on ACES) the estimates that come from Y1, Y2, etc.  They will also see the weights, which will be an indicator of which estimators have performed best over time.  But it is important not to overstate the value and relevance of these numbers … so it’s essential that the probability / small domain estimation training explains and emphasizes how to use these weights.  ACES staff will be working on the programming of these screens starting right away, and we probably will limit the options for January 2003 to the above.  But future discussions, and future enhancements, both to the small domain models and to the ACES screens are feasible and likely in the future.

Second or future generation models can be introduced almost at any time, due to the nature of the CES Program … combining current estimates with the annual benchmark.

General discussion noted that even with model-based estimates, the size of the sample has a direct impact on the accuracy of the estimates.  

ACTION:  Pat and Kirk … talk to staff from Illinois … are there screenings / edits in the NORC model that are not part of ACES?  Are there things that should be incorporated into ACES, so that all states benefit from them?

Mike and Rachel gave a brief overview of how the NORC model has been working in Illinois, how they’ve just completed benchmarking and are pleased with the results, and how they would like the model to be incorporated into the BLS estimation model.  There is a high up-front cost to the NORC system, in setting things up and setting rules … but the monthly resource needs / costs are not high … approx. three analyst days in the central office and 2-3 hours per month per regional economist.

Pennsylvania UI Claims Model -- Update

Don provided an update on the Pennsylvania UI Claims-based estimation methodology.  Estimates are based on the month-to-month change in continued claims.  Don emphasized the importance of accurately attaching an initial claim to the most recent employer.

Don provided handouts relating to a year’s worth of data based on UI claims based on place of residence.  There have been some problems with the residence aspect of this methodology due to commuting.  Don has been working to adapt UI claims to place of work, rather than place of residence … but the PA IT staff have only maintained a three-year claims history.  Don believes that place of work will be an improvement over place of residence.

In comparing the UI claims-based estimates with pure (quota) sample-based estimates (in terms of benchmark revision), the sample estimates “won out”.  (Analysts continued making sample-based MSA and small area estimates even while the UI model estimates are being made, so it was possible to compare the results.)

As soon as Pennsylvania staff have modified their equations to reflect UI claims based on place of work, rather than place of residence, they will continue working with the UI model (place of work) for 2002 estimates.

Model Based Estimates – Final Consensus

Dave T expressed concern about moving to a “black box” for small area estimates.  New York wants the ability to expand sample so that small area estimates are based at least partially on sample.  They are willing to provide funding towards the extra sample.

Pat noted that as requested by some states, BLS has analyzed sample needs, and found that sample size would need to be enormous to support pure sample-based estimates for all MSA series and counties.  BLS provided sample size estimates, under two different error measures criteria, to New York last spring.

Pat also emphasized that the model is not a “black box” … it’s a rigorous statistical model and is open for anyone to examine and even use.

Pat reaffirmed that if a state can identify a stable funding source, BLS will be willing to draw an expanded probability sample for that state.  These additional sample units could be targeted to certain industries and regions.

Several state representatives agreed that the underlying issue is that they have to have a comfort level with the model methodology, so that they can justify and explain it to customers, in a way that makes sense.  Some degree of sample – gathering information from actual employers in the community -- is an important part of the underlying explanation.

Dave D emphasized the importance of the CES estimation process being open.  That is, analyst intervention is allowable in the model.

For the most part, the NORC model did not perform better than the WLS model.  It would not make sense to replace WLS with NORC.  If the NORC-methodology estimate were added into WLS as a new contributing estimate (Y5), it would sometime improve the overall WLS.  The question then becomes whether the intense cross-matching resource allocation needed is justified by the small Y5 / WLS improvement.  Mike pointed out that the NORC tests were based on not-cleaned-up files, so actual performance would be better than the tests suggest.  Some members felt that the NORC model didn’t perform quite as well as they expected, particularly in cases where sample was relatively strong.  At this time, we don’t have a good sense of the overall cost of fully implementing NORC across many states, but according to Mike, the initial cost is high (staff time and using NORC as a consultant) and the ongoing maintenance (starting in year three or beyond) is much lower.

AGREEMENT:   NORC will not be part of the weighted least squares estimator in January 2003.

While discussing possibilities for the NORC model as part of the second-generation estimator, Lincoln discussed the viability of using other economic indicators (housing starts, construction permits, etc.) as part of the second-generation model.

Members continued discussing the NORC model.  Issues include cost / benefit; the extent to which the NORC model improves the WLS estimator; the degree to which the NORC estimate is distinct from Y4.  John E proposed looking at NORC as it applies to some specific cases where a higher level of precision might be needed … possibly as an alternative to adding more sample.  BLS statistical staff could incorporate the NORC methodology as Y5 without actually using the NORC software system; or we could actually use the NORC system.  One would not involve direct funding of NORC, the other would.  Mike noted that Illinois won’t have NORC actively involved indefinitely.  At some point, the NORC system becomes a self-contained LAN-based state system.

AGREEMENT:  If we do use the NORC methodology as part of a second-generation WLS model, it will be built into the existing system (ACES / Y5).  We would not support a separate NORC-methodology estimating structure. 

Discussion noted that the NORC model is a very processing-intense model, which could get very expensive in terms of mainframe processing time.

Several people noted that there are three different issues to be considered as we make decisions on NORC.  One is the stand-alone processing model.  The second could be called “NORC insights” … ie the underlying NORC methodology.  The third is the extent to which the NORC model requires substantial data clean-up and ongoing maintenance of the cross-reference file.

AGREEMENT:  We will not give further consideration to NORC as a stand-alone estimating model.

AGREEMENT:  We will separate the discussion of data clean-up from discussion of the NORC methodology.  Better data clean-up would be a benefit to any and all of the estimation options, but the kind of intense clean-up undertaken in Illinois is probably not viable for many states.

ACTION:  Pat, Larry, John, Henry, Mike … provide the Council with the following information on the NORC model … but note the timelines discussed below:

1. Cost of contracting with NORC.

2. NORC methodology on data clean-up (and whether it is applicable in a wider sense).

3. Benefit of incorporating the NORC methodology into the WLS estimator … need executive summary of whether NORC adds enough quality / improvement / precision to justify adding it to the existing model.

4. Possibilities for incorporating the NORC methodology into the estimator … adapting Y4 or adding Y5.

AGREEMENT:  The Policy Council recognizes that the BLS SMD staff must prioritize their resources toward getting the approved WLS model ready for January 2003.  Therefore, further study of the NORC model will not be a priority until after January 2003.  Similarly, any direct BLS SMD involvement in the UI model will be delayed until after January 2003.

Dave D noted that there has been and is a value to having NORC involved … it provides an external and independent look from an uninvolved entity.

John G recommended that we not look at providing numerous different models … but rather that we produce one consistent model, that incorporates various estimators, even including the NORC methodology or UI claims in a second generation.

There followed a lengthy discussion of using UI claims data for employment estimates.  It may be a lot more feasible to use UI as one part of an employment model, rather than using UI as the sole determinant of employment.

FINAL AGREEMENT:

1. Effective January 2003, CES series will use probability sample-based estimates wherever the sample is sufficient and the weighted least squares (WLS) model when sample is insufficient.

2. Development and preparation of WLS will be the primary priority of BLS SMD CES staff during 2002.

3. We will not endorse implementation of the NORC model as a stand-alone processing system.

4. The NORC methodology will not be incorporated into the WLS estimator for January 2003 implementation.

5. The NORC methodology will be considered for incorporation into the WLS estimator as part of a “second generation” model.

6. The NORC methodology will be subjected to further study by the BLS SMD staff and CES Policy Council, but this will not be a priority activity until after January 2003.  Issues for further study at that time include the degree of improvement of the estimates, the benefits of adding a Y5 or modifying the existing Y4, and the cost associated with these changes.

7. The UI methodology will not be incorporated into the WLS estimator for January 2003 implementation.

8. The UI methodology will be considered for incorporation into the WLS estimator as part of a “second generation” model.  

9. The UI methodology will be subjected to further study by Pennsylvania staff during 2002, and possible further study by BLS SMD staff and CES Policy Council thereafter.  BLS provided AAMC funding to five states this year, to provide UI claims data to allow testing of this model beyond Pennsylvania.  However, this will not be a priority activity for BLS staff until after January 2003.  Issues for further study at that time include the availability of UI claims data for all states, the degree to which the existing databases meet input data needs, and the extent to which the PA process has been refined and fully implemented.

CES Redesign

Pat gave an update on redesign.

1. We’re meeting all timelines.  Wholesale and goods producing have moved over; TPU and FIRE will move over with 2003 estimates; all other industries convert over simultaneously with NAICS conversion.

2. Response rates continue to be the #1 problem.

3. The plan for improving response rates (moving more from TDE to CATI) is moving forward.  As noted earlier, CATI collection is more expensive, so total sample size has been reduced.  Budget realignments for this fiscal year have taken place, without impacting state budgets.  The plan to expand the Atlanta DCC has run into delays because of the need for physical expansion of the location.  WESTAT has long handled some respondent follow-up activity, and temporarily, they are also handling some CATI work (until the Atlanta situation is resolved).  DCCs no longer push new respondents (with five-month history) toward TDE; they keep some of them on CATI.

Currently, roughly 12-15% of CES respondents are on CATI.  The goal is to get that up to 35-40%, by moving responders off TDE.  TDE would drop from 70% to 45%.

The transition from TDE to CATI has only just really started.  There has been no dramatic improvement in response rates.  However, the long-term decline in response rates has been halted and response rates are now stable.

Earlier plans to move more data collection (TDE) back to the states won’t reach the levels previously expected, because more and more firms will remain on CATI, and will therefore be handled by DCCs.

4. Rick Rosen and his staff have completed a study of potential use of optical character recognition (using faxed reports) technology.  CES is working with the PPI program to jointly develop software to implement this technology.

5. BLS attempted more intensive prompting for TDE non-respondents.  This hasn’t resulted in significantly improved responses … companies tend to only respond on those occasions when they are personally reminded.

6. A prototype CES web collection system has existed for quite a while, but only a few hundred respondents use it.  The system is very user-friendly, once the employer gets past the security entry, but the security issues have been cumbersome and off-putting to employers.  BLS is now very close to deploying a password-based data entry system.  

7. The BLS wage office is using an e-mail data collection process.  Initial results have been very positive.  Response rates are improved.  CES will pursue this option once the Bureau decides to allow expansion beyond just the wage program.

8. CES is testing the use of incentives, working with other BLS survey programs.  In January, 500 respondents received either a BLS calculator or a BLS mouse pad (incorporating the CES reporting week).  The mouse pad appeared to be a bigger hit than the calculator.  Initial results in terms of response rates were mixed.

AGENDA ITEM FOR JUNE … Pat to lead a more expansive discussion of data collection, response rates, CATI, improvements, etc.  

NAICS Implementation

Pat distributed a handout summarizing NAICS progress.

A large number of activities have already been completed:  NAICS-based ACES systems, data collection systems, and sampling systems are in place; the new 790 schedule is at OMB for approval; the sample has been redrawn; county-level NAICS four-digit files have been created; SIC/NAICS and NAICS/SIC tables have been developed; and the small domain model has been finalized and communicated to ACES for incorporation.

Other activities are in progress:  publication structure development (see later discussion of draft S-memo); web tool for cell structure review; time series reconstruction; development of training; incorporation of small domain estimation into ACES.

Future activities include:  S-memo on NAICS conversion; NAICS and estimation training (three sessions in Washington, in June and July); special two-year benchmark (2001-2002); user notification; and actual publication (February-March 2003 (ie January estimates) for states; May 2003 (with introduction of the benchmark) for BLS).

Sheila suggested that the CES program office follow a plan similar to that used by the CPI program office, in terms of communicating major program changes to key customers in each region.

ACTION:  Pat … obtain an outline of the communication flow used by CPS and consider applying it, or aspects of it, to CES NAICS communications with external customers.

Dave D noted that in California, there are numerous state agencies governed by legislation that in some way incorporates reference to SIC codes.  CA LMI staff are contacting those agencies, making them aware that the legislation might need to be changed.  This may be a significant issue in other states, also.

Overall, NAICS implementation is on schedule and everything looks positive for completion in a timely fashion.  There are some cautions … mostly that there is a huge amount of work to be done, but we are on target at this point.

NAICS Time Series Reconstruction for the CES State and Area Estimates:  Methodology and Review Procedures

Kirk distributed a copy of the draft document shared with the group in mid-February.  This will be incorporated into an S-memo in April.  Key facts:

· For CES NAICS published series, BLS will add estimates of presumed noncovered to the 202-based LDB estimates, both at the statewide and MSA (pro-rated) levels.  States could substitute their own PNCs if they prefer.  

· BLS will also do some checking for outliers.  There will be 25 million records, so there are bound to be some data errors / data issues.  BLS will remove outliers on the high side, but will leave outliers on the low side (because many will be justifiable due to strikes).  States will have the freedom to adjust all outliers, if, for example, there was a reason for a temporary employment spike.  BLS will provide a list of all series that had outliers, and will indicate which ones were adjusted out and which ones were left in.

· BLS will send states the national strike file (only includes strikes of 1,000 or more) and the listings of special circumstances reported for seasonal adjustment purposes.

· States will review the BLS-developed time series; modify where necessary; make sure the total line is changed (don’t just adjust the PNC); indicate the series which were changed; return to BLS.  Ultimately, the states have the opportunity to make any adjustments necessary to each series.

· BLS will rake the final state series to a total nonfarm payroll level.

· Iowa will provide documentation of required programming changes to the six non-service center states.

· BLS will provide electronic versions of the final ten-year series to all states.

· ACTION:  Pat and Kirk … add a little more detail to the discussion of “other data types” to explain how the new hours and earnings series will start up.  Also, add a paragraph, in the overview section, outlining the concept of the two-year benchmark and emphasizing that this is the equivalent of conducting two formal benchmarking processes.  Dave D and Graham will assist in finalizing the wording to make sure that it’s very clear exactly what the two-year benchmark means.

AGREEMENT:  Assuming that the procedural and wording changes noted above are incorporated, the Policy Council gave approval to the proposed S-memo language.

Guidelines for Establishing CES State and Area NAICS Publication Levels

Pat distributed the draft S-memo language regarding published cell guidelines for NAICS.  Key facts:

· Minimum required publication level for CES statewide and MSAs will be “expanded super sectors”.

· Expanded super sectors with insufficient sample will use WLS model.

· Probability sample and WLS model are the only two approved methodologies.

· BLS will support model-based series at the two-digit (sector) level statewide and the expanded super sector level for MSA.

· States can choose to publish any additional series that meet the test of:

· 30 unique UI accounts on the sample … OR

· 50% universe coverage AND employment of at least 3,000.

Graham expressed concern about the 3,000 employment criteria, noting that the first two relate specifically to sample and data quality issues, whereas the third one seems like an arbitrary criterion.  After discussion, the criteria were retained, but Pat and her staff will determine on how many occasions the 3,000-AE situation is relevant, then determine whether it’s best handled as a rule or an exception.

· States can choose to publish combined three-digit NAICS series.  BLS will pre-approve some combinations; others will need to be approved by regional offices.  Don noted that the memo needs to specifically discuss whether durable and nondurable manufacturing will be a pre-approved grouping.  Pat will resolve this before the memo goes out.

· Pat will add language regarding confidentiality.

· BLS will offer some reasonable flexibility for series that are near or on the margins.  Pat will add language reflecting this to the S-memo.

· Don and Dave D commented and asked questions about publishing series that are developed from other methodologies and not approved by BLS.  Discussion centered on the need for consistent methodology and quality in the estimation of industry employment; states’ rights to use their resources to make additional levels of details of estimates; the use of state-developed and state-supported alternative models; confusion among customers who don’t understand the difference between the two sources of data.  Four states present indicated that they will publish more industry detail, for CES areas, than would be allowable solely under BLS rules and guidelines.  Council members discussed the need for clear accounting and monitoring of time and resources spent on non-CES estimates.  This discussion highlighted a somewhat new issue … not the old issue of states making estimates for non-CES areas, but the issue of states making “more detailed, unofficial” estimates for CES areas.

· The Bureau’s position is that for formal, CES MSAs, BLS will only support states making probability or model estimates using ACES; BLS will not allow states to use TDE to add detail for CES MSAs.  However, Pat is willing for states to use ACES for additional series, because of the minimal cost of ACES.  BLS will not allow states to keep quota sample firms in CES MSAs.

· Pat has agreement and approval from Jack to allow states to continue using ACES and TDE to support non-CES areas; in addition, states would be allowed to keep the “quota only” sample for use in non-CES areas; states could collect these data via touchtone; could use ACES to make the estimates.  

States would handle solicitation to replenish the sample; production of estimates would be done with non-CES resources.  CES resources that states could use would be ACES and TDE.  States would continue using the OMB-approved form for the next couple of years; if that becomes an issue, we would transition to using non-OMB forms.  

This would be a transitional option which would be completely resolved if the FY04 budget proposal passed.  If it doesn’t pass, other options include a simpler, less resource-intensive model.  If none of the above worked, BLS would have to phase out use of the ACES and TDE systems for the long-term future.  Pat will modify the final document to discuss the two-year transition issue.

· Pat estimated that BLS spends $800,000 per year allowing non-CES estimates to be produced with TDE and ACES … out of the $50 million total budget.

· BLS has developed a web site tool that allows states to determine their published levels under NAICS.

· Hours and earnings publication might be held to more stringent standards (ie higher sample numbers) than all employee estimates, because of lower response rates.  Long-term, BLS plans to shift hours and earnings to an all employee basis.  CES Policy Council will discuss this at the June meeting. 

· States will conduct an annual review of the publication standards.  Dave D suggested that a five-year detailed review might be appropriate, at the time of each NAICS revision.

Small Area Estimates – White Paper

Graham reviewed the five commitments that were requested of BLS during the December-January WIC discussions.

· BLS supports statewide estimates below super sector … yes.

· BLS supports estimates for current CES MSAs at super sector … yes.

· BLS supports ALL MSAs after new Census definitions … this has been requested as part of the FY04 budget proposal; if that fails, BLS could expand to all MSAs by reallocating resources.  BLS is only advocating this because states want it; it’s not necessarily a priority for the Bureau.  If it’s impossible to expand to all MSAs, BLS would cover the top group in terms of employment (eg top 250), with some structured mechanism to determine which ones.

· BLS makes the model available to any state that wants it … yes.

· BLS continues to allow states to use ACES for non-CES estimates or more detailed MSA estimates … yes, for at least two years.

Unified Database

Kirk provided an update on the unified database efforts, describing how the flow of data and information would change if we move to one single database.  Currently numerous entities send conflicting information to one another.  The unified database would essentially be a “controlling database”.  This system would put in place a hierarchy that determines which information changes take precedence over others.  For example, do changes from Wisconsin take precedence over changes from DCC?

Developing the hierarchy will be difficult.  Determining who has “priority” will be complex.  In the next month, Kirk and Ken will work through the entire 601 format, and make a first attempt to determine the hierarchy.  This will be shared with members of the unified database work group for their review.

Kirk also informed the group of changes being made to the way in which aggregation and pro-ration are handled.  The change will be made next year, with NAICS transition.  There will be one report for the parent, which will not go into estimation, and a separate report for the “children”.

FY04 Budget Proposal

Pat distributed a handout summarizing the above.  There are three basic components:

1. Expand sample size by 10,000 units …enough to provide pure sample-based estimates for states and MSAs of at least 250,000 employment.

2. Expand program coverage to all OMB MSAs.

3. Develop and maintain basic models to generate current monthly employment estimates at the total nonfarm and NAICS expanded super sector for non-MSA areas (counties or groups of counties).

Pat noted that if this were to become reality, states would gain BLS validation of county estimates, but states would also have to adhere to BLS standards for county data.  In addition, there are a few states that would not support making employment estimates at the county level. 

Pat shared a summary of state responses received so far.  Most supported the proposals.  Georgia expressed concern regarding workload and whether quality would be achievable.  

The proposal has to work through the internal BLS, DOL, and eventually OMB approval process before we know whether it will be an actual budget request.  If it gets that far, it becomes part of the President’s budget (December 2002), and then to Congress (some time in 2003 or later).

Ted let the Council know that the NASWA LMI Committee has written a letter to the NASWA Executive Committee, expressing support for the FY04 budget proposal and asking the NASWA agency directors to advocate on behalf of the proposal.  One of the questions asked at the NASWA LMI meeting was why BLS would not ask for even more money, in order to really expand the sample so that area estimates would be sample based.  Pat indicated that a proposal to add $40m would realistically never get out of BLS, whereas a request for $4.5m seems like a reasonable request.

Future Meetings

For future meetings …

· Make sure there is tea and fruit, as well as coffee and baked goods. 

· schedule the meetings for two and a half days; end at noon on day three.

· Stick with airline hub cities.

· It is important that all members stay for the entire meeting.

· Handouts will be e-mailed prior to the meetings to avoid BLS shipping materials (except for the small domain materials).  Subject line will be “documents for next meeting”.

· The next meeting will take place on June 19-21, ending at noon on the 21st.  The meeting will take place in Chicago.  Mike will work with Henry’s staff to look into arrangements.
· The October meeting will be October 22-24, ending at noon, in DC.
Update on MSA Redefinition

Kirk distributed a handout updating MSA redefinition issues.  This was a purely informational update; no decisions were required.  The handout is available on request.

One key piece of information is that the new MSAs will be completely newly identified … a fresh start … no grandfathering.

New MSAs will be introduced for CES with the 2004 benchmark and January 2005 estimates.

This will be added to the agenda for October 2003, because areas won’t be defined until summer of 2003.

FY03 Work Statement – Final Discussion / Agreement

Pat distributed the final proposed FY03 work statements, highlighting the changes.  These had already been distributed in earlier versions, and comments had been considered and incorporated.  Almost all changes were routine updates and minor modifications reflecting the timing of probability sampling and NAICS implementation.

AGREEMENT:  Policy Council members accepted and approved the changes to the FY03 work statement. 
Preparation for BLS National Meeting

All the programs are planning joint co-chair presentations at the BLS National Meeting, as they did last year.  Sessions will be one hour in length.

Dave T suggested that states will want a good explanation of exactly what the model does.  Ted believes this will be the best opportunity we have to market the CES program.  We need to market what the Council has been talking about; we need to bring LMI Directors up to speed on the big changes and the progress that’s been made; we need to communicate that we’re on top of the issues and the timelines.  One possibility would be to do a big overview of the major changes in a plenary session; then use the workshop for more detailed discussions.

We need to let the LMI Directors know about the FY04 budget proposal.  Let them know the positives … the things that are on-time; the progress of the model; the offer for additional sample; keeping the county estimates on ACES.

One slide at the end of the presentation will discuss the issues that are coming up AFTER redesign and NAICS.

Tri-Regionals
Dave expressed concern over the Policy Council’s presence at last year’s tri-regionals.  State staff appeared to be very concerned about the issues; they cornered Dave and Lincoln for hours on end; but there was a lack of Policy Council attendance at the tri-regionals, and there was a lack of consistency between the two meetings.

This will be added as an agenda item for our June PC meeting, so that there can be better coordination and better representation.

Tri-regionals are in Salt Lake City (September 24-26) and Pasadena (August 13-15).

· Dave D and Lincoln and Kirk will be in Pasadena.

· Ronnie and Mike and John will be ini Salt Lake City.

In addition, Pat, Ken, and Kirk will be at both tri-regionals.

National Versus Sum-of-State Estimates

Pat distributed a handout that had been prepared for Jack Galvin to use at the NASWA LMI Director’s meeting last week.

The basic problem is that the sum of the state estimates not only do not add to the national total, but on occasion … such as an economic turning point … they actually portray completely different economic trends.

Pat also distributed an internal briefing document, used to help BLS staff to better understand the magnitude of the problem.  During the current recession, the sum of states’ estimate did not show significant employment losses until well after the national estimates turned down.  After benchmarking, however, the sum of states’ matches the national trends closely.

What are some possible solutions?

1. Improved analyst training.

2. State CES staff could use the national trend as one part of their input / guidance in making the state level estimates.

3. BLS NO staff could provide states with an industry by industry additive adjustment factor based on the prelim; this would be an additional tool when the state makes the revised estimate.  Forcing additivity would probably not be popular, but providing the additivity ratio as a tool would be useful.  This concept could also be applied at the sum of counties / statewide level.

4. Encourage statewide estimators not to apply county and MSA trends to the statewide estimates.

5. Use ACES E15 … compares change in MSA estimates with statewide estimates.

6. Implement a process so that analyst judgment / analyst overlay at the statewide level has to be justified and commented on, so that the statewide estimates are primarily purely probability sample based.  ie Limit analyst intervention by process, but not by mandate.

7. Make better use of sample … eliminating the historical over-stratification at the state level.

8. Control the sum of state totals to the national estimate totals.  This would be a last resort.

9. Compute a sample-based, self-weighted total nonfarm payroll statewide estimate … against which to compare the eventual aggregated nonfarm payroll total.

Policy Council members asked whether the issue is caused primarily by a small number of states; or by certain groups of states; or whether it’s widespread.   Pat estimated that 39-40 states will revise downward this year … whereas one would expect, under ideal circumstances, that roughly the same number would revise up as revise down.

There’s a longstanding acceptance that a 1% revision at the statewide level is acceptable; 1.5% at the metro level.

Dave D asked that BLS publish the sum of state levels, by major industry, on the web site.

ACTION:  Pat and Ken … publish SOS employment by MID on the CES web site for state analyst use.  

Sheila posed the difficult question of whether political pressure is brought to bear at the state level (some states) so that analysts don’t feel comfortable in producing estimates that reflect a downturn.  Most state members felt that this does not happen, but John H. noted that there may be a subtle, sub-conscious pressure if analysts’ previous estimates have been questioned or criticized.

WIC State Representatives / Policy Council Co-Chairs Meeting

Graham provided an overview of his meeting with State WIC representatives.

Members discussed general communication issues.  Regional office representatives conduct conference call briefings with other regions.  It’s difficult to get information to all LMI Directors and all state CES staff.  

Whenever we share information within the Council (eg drafts for comment), it needs to be made clear whether or not it should be shared with all states and regions, or just with Policy Council members.

Graham will add a more detailed discussion on communication … BLS NO, BLS Ros, states … to the June agenda.

Ted asked whether the state Policy Council co-chairs have a plan for communicating more with each other on an ongoing basis. This has not been discussed, but will be at the May “all co-chairs” meeting.

ACTION:  Graham … follow the new WIC guidelines regarding distribution of meeting notes and the meeting Executive Summary.

Workload Allocation Methodologies

Pat distributed a handout summarizing work on this issue over the last few years. 

According to the Monday State WIC / PC Co-Chairs meeting, WIC wants to know, from PCs, “what is the primary workload item that determines the cost of doing business?”  Ideally … just one … but could be more than one … as few as possible.  WIC members need to know this before the July WIC meeting.  LAUS is looking at this issue in terms of data collection; data processing; and data analysis.

ACTION:  Allocation workgroup … bring final recommendations, in response to the WIC question and in more general terms for FY04, to the June meeting.

Policy council members discussed the relevance of sample size because of the time it takes to handle sample questions etc. as compared with the importance of the number of published series.

ACTION:  Graham … ask Dixie and Chris … where is the WIC going with their question?  Ask for more detail about what WIC is eventually going to want from us.

Consensus of PC members is that we should move forward with developing new algorithms for FY04, because of the structural changes in CES.  The work group will bring a recommendation back in June.

Economic Update / Discussion

This discussion did not take place due to time considerations, but it will be kept on the agenda for future meetings.

Other Business

Mike asked a question about sample size in Illinois versus the sample size that is reported from ACES.  This led to a discussion regarding response rates and the definition of response rates across programs.  Pat believes that these issues will be resolved as we move to a full probability sample, once we’re through the current transition process.

Regarding small domain estimates, Pat asked that we resolve the issue of the timing of the state estimate that will be used as input for the small domain Y4 estimate.  Currently, the state and MSA estimates are made at the same time, so the MSA cannot be based on the state estimate.  Options include changing the BLS deadlines for MSA estimates; using an unedited state pre-preliminary as input to the MSA estimate; or making the state estimates early.

Pat shared responses from several states.  Responses were fairly widespread, as were Policy Council discussions.  Dave D and John E agreed that the BLS SMD staff will analyze the difference between what would be a statewide pre-preliminary estimate and the true state preliminary.  This difference would be primarily caused by changes in sample response size between the two dates and analyst review of data (ie clean-up) between the two dates.  If there’s a significant difference between the two, we will need to further consider the possibility of changing the due date for MSA estimates.  If there’s no significant difference, we need to discuss this at the next Policy Council meeting, giving consideration to basing the preliminary small domain estimate on a pre-preliminary estimate.

The option of separating due dates for statewide and MSA would allow statewide preliminary estimates to be complete and used as input to the MSA estimates.  For example, if BLS CES allowed the MSA estimates to be submitted three days later, it would give states the ability to use real statewide estimates, or to use any other timing combination of their choice (New York City and New York State are estimated side by side; Pennsylvania chooses to estimate and release early).  In this option, BLS would set the due dates and requirements, but the states would have flexibility in how they meet those requirements in terms of the timing of their state and MSA estimating cycle.

ACTION:  Larry … write up a brief summary of the two options, explaining them fully and proposing next steps.

Graham asked that the council keep in mind not only the raw data, but also the perception that we are giving to states.  It’s important that we’re not viewed as forcing states into using what they view as poorer quality data as input to the model, given that we’ve already forced them to switch from sample to model. 

Slater
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