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BLS:  Sharon Brown, Shail Butani, Sandi Mason, Richard Tiller, Denis McSweeney, William Pierson

States:  Dan Anderson, Gerry Bradley, Phil George, Brynn Keith, Robert Langlais, Sam McClary, William Niblack, Richard Reinhold, Bruce Weaver  (George Sharpley, from Delaware was unable to attend.)

Handouts:

1. Charter of LAUS Policy Council

2. LAUS Initiative:  Projects and Progress

3. LAUS Initiative:  Projects and Timetable

4. Minutes of October 17-18, 2000 LAUS Policy Council Meeting

5. Using the American Community Survey to Enhance the CPS:  Opportunities and Issues

6. LAUS Technical Memorandum No. S-98-17  The American Community Survey

7. LAUS Models:  Past, Present, and Future

8. SCHIP Expansion

9. Decomposition of LAUS Benchmarked Estimates, 1999

10. End-of-Year Benchmark Revision, 1999

11. Census 2000 Resident Population and Apportionment Counts

12. April 2000 Total Population 2000 Census vs. 1990-based Estimates

13. CPS Redesign

Ms. Brown called the meeting to order at 8:30 a.m.  Ms. Brown and Mr. Anderson provided opening remarks.  They thanked the members for attending and Ms. Brown reviewed the agenda for the meeting.  Ms. Brown reviewed the LAUS Policy Council (LPC) Charter and discussed changes that resulted from WIC.  The topic of council member’s terms was briefly discussed, including the need for terms to be modified and rotated so as to preserve the consistency of the council.  Dan Anderson made the point that LPC is acting essentially as an extension of WIC.  Ms. Brown asked if there were any questions about the LPC Charter.  Dan Anderson agreed to continue on as State LPC co-chair.

Discussion of the LAUS Initiative

Ms. Brown discussed the LAUS Initiative.  It is funded in the FY 2001 budget and includes  six additional positions for LAUS, five of which have already been filled.  Shail Butani has two positions, both which have been filled and Sharon has four positions, three of which have been filled.  Ms. Brown provided handouts on the LAUS Initiative and discussed it in more detail.  Principle topics of the LAUS Initiative were:  1. the third generation LAUS models; 2. sub-state model research; 3. CPS benchmarking issues and alternatives; 4. the redesign and updating of the STARS system; 5. the incorporation of 2000 decennial census data into LAUS methodology; 6. incorporation of ACS data into LAUS methodology; and, 7. updating LAUS geography.  

1. Third generation LAUS Models

Ms. Butani and Ms. Brown discussed the timetable associated with the development of the third generation of LAUS models.  These models incorporate model-based error measures and seasonal adjustment into the LAUS signal-plus-noise model structure.  Ms. Brown and Ms. Butani discussed milestones associated with the third generation models.  These included:  initial research completed by December 2001; preliminary State models available by June 2003; development of benchmarking approach by the Fall of 2003; State training provided during 2003; parallel testing conducted in 2004; and, the implementation of third generation models beginning with January 2005 estimates.    

2. Substate models

Ms. Brown and Ms. Mason discussed substate model research.  Initially LAUS will investigate modeling a small number (at least six) substate areas (plus the respective balance-of-state areas), then expand the research to more models in future years.  Ms. Mason discussed the development of the substate research database.  The database framework has been created and CPS, UI, ES-202, and CES data are being collected.  Ms. Mason pointed out that although a great deal of work on the substate research database has been accomplished a lot more is still to be done.  

Ms. Brown pointed out that the substate research database will also be useful for other types of LAUS research, including methodological improvement and comparisons with the 2000 decennial census data.  

The group briefly discussed the differences between CES and ES-202 data at the substate level.  Many state representatives noted that the CES benchmark process does not always include a straight replacement with ES-202 data.

Mr. Reinhold raised a question regarding area definitions – particularly with regard to definitions for new MSAs.  Ms. Brown and Ms. Butani noted that the substate database is based on county data and thus has the capability to accommodate changing area definitions through time, as well as accommodate newly defined areas.  

The discussion digressed into one regarding the redefinition of MSAs and when new MSAs would be incorporated into LAUS.  Commutation data needed for defining small labor market areas is expected to be available from the Census Bureau in 2003.  Following receipt of those data, BLS undertakes a labor-intensive effort to define and review small labor market areas.  The results are provided to states for review and comment.   OMB is expected to issue new MSA definitions in July 2003.  LAUS will implement the new definitions as soon as possible, most likely in 2004.  Someone asked whether the new MSA definitions would impact the new CPS sample design.  Ms. Butani pointed out that the CPS sample design is PSU and State-based and would not be impacted by new MSA definitions.  She also pointed out that data related to new MSA definitions is not available soon enough to be incorporated into the CPS redesign.

Ms. Brown returned everyone to the topic of substate modeling by observing that the availability of data, particularly CPS data noted Ms. Butani, will determine what areas can be modeled.  Ms. Brown noted that the hope is to develop preliminary area and balance of State models by June 2003 and follow the same testing and implementation time-table as that for the third generation State models, with implementation in January 2005.

3. CPS benchmarking approach for models

The next topic of discussion was that of what CPS benchmarking approach should be used for the LAUS models.  Ms. Brown outlined three items that she believed were essential to the discussing the subject:  1. what is important;  2. what are the issues; and, 3. what do we want out of benchmarking.  

Ms. Brown noted how important it was that LAUS get State input.  The council already has an idea of some of the issues, with respect to policy issues, publication issues, and customer (data user) issues.  Ms. Brown pointed out that the LPC could serve as a vehicle to collect information regarding issues from the States.  Ms. Brown stressed the need to get more input from States and suggested that a work group be set up to define benchmarking issues from the State’s perspective.  Users of LAUS data also need to be considered in this process.  We need to make sure that agencies using these data for allocation purposes are fully advised of any changes in methodology that we undertake.  

Ms. Butani pointed out that States that are not negatively impacted (with respect to funding allocations) might not complain about a change in methodology.  States that feel they have been shortchanged in terms of allocation funding because of the change in methodology may well complain about the process.  Several council members raised questions regarding impact issues.  

Dr. Tiller pointed out that model forward-filter annual average estimates are (generally) not significantly different from the CPS annual average.  Hence the question:  why benchmark to relatively unreliable CPS point estimates?  Mr. Tiller noted that we need to address what should we evaluate, develop some alternative measures and scenarios for benchmarking, and simulate potential results.  

Mr. Bradley suggested that a State work group should discuss this issue.  Ms. Brown noted that the impact of benchmarking is a BLS/LAUS issue and that there are positive and negative aspects – the bottom line is, “what is the least bad way to deal with this.”  Mr. Tiller pointed out that both the States and BLS had taken a major step in that both agreed that we need to change what we are (currently) doing.

4. Redesign of the STARS system

Ms. Brown noted that the redesign and updating of the STARS system was one of the LAUS initiative items.  Work is underway on developing requirements for the new system and that state and regional input will be solicited at some point.  

5. Incorporation of Census data into LAUS methodology

Ms. Brown briefly discussed some of the critical due dates associated with the incorporation of the census data into LAUS methodology.  They were:  Develop a research plan regarding sub-state estimation by December 2001.  Initiate research on small area estimation techniques in FY 2002.  Ms. Brown noted that State input was needed regarding this topic and hoped that the LPC could provide input.  In addition, once we get information from Census about the potential undercount, we'll develop a plan to deal with those data, most likely in 2003. 

6. Incorporation of ACS data into LAUS methodology

Sam McClary asked what impact ACS would have on LAUS.  Would ACS be a substitute for LAUS for small areas?  He noted how bad substate estimates of unemployment are.

Ms. Brown agreed that estimation of unemployment for small areas was indeed a problem mostly because estimating non-covered unemployment was a problem.  She asked if there were data sources at the State level that would  support estimation of non-covered unemployment?  Ms. Brown suggested that a work group be created to perform a survey of States, since BLS is prohibited from this activity by OMB rules.

Mr. Anderson asked, "will we have an American Community Survey (ACS) program?"  "Is it in the budget?"

Ms. Butani responded that ACS was in the budget for the Census Bureau.  She indicated that comparison of data from the Census long form to ACS output would be a very important activity for BLS staff.  She also indicated that there is a lot of interest in ACS output.

Ms. Brown remarked that a good case still needed to be made for ACS, that it was not a big CPS.

Ms. Butani suggested ACS data as a source for sub-state unemployment data.  She mentioned that States should become familiar with ACS (i.e. should read her paper, a copy of which was distributed).  Ms. Butani mentioned that April 1st was the release date for initial detailed census data but that it would be a while before ACS and census data would be compared.  

Ms. Brown mentioned that ACS could be used to update LAUS sub-state relationships in a more timely manner than every ten years, as is done with census data.

7. Updating LAUS Geography

Process begins in 2003 with the availability of census commutation data. LAUS will define new small labor market areas, following receipt and processing of the census data.  We will incorporate the newly defined small areas and the new metropolitan areas as soon as possible, possibly in January 2004. 

Just before the 10:00 a.m. break, Ms. Brown suggested, since the meeting was running behind schedule, that the group put off the discussion regarding the agenda topic – “Priority Listing of LAUS Issues” until later in the meeting.  The group agreed by acclamation to this suggestion.

Presentation on LAUS Models 

Following the morning break, Dr. Tiller presented LAUS Model History – LAUS Models:  Past, Present, and Future and provided a paper copy of his PowerPoint presentation to the group. Dr. Tiller provided background information on the CPS, on the reliability of the CPS sample, on early model development, on the pluses of using models (compensating for weak monthly estimates by gathering strength over time) and on the special aspects, or considerations, of modeling the CPS.  He then proceeded to provide the group with a mini course on variable coefficient and signal-plus-noise models, the first and second generations of LAUS models.  He described the limitations of the first generation VCM models and the improvements in the second-generation signal-plus-noise models that explicitly modeled the noise (sampling error) in the CPS.  He described the structure of the signal-plus-noise models, their adaptive behavior, their ability to discount the noise associated with the CPS, their ability to allocate the month-to-month change in the observed CPS between the signal component of the model (true labor force behavior) and the noise component (sampling error), and the ability to intervene when outlier behavior was identified in model input data.  

Dr. Tiller then discussed some of the consequences associated with benchmarking the models to CPS annual averages.  This provided a lead-in to “Room for Improvement” – the third generation models.  Dr. Tiller referred to the third generation LAUS models as, “signal-plus-noise with direct seasonal adjustment.”  The third generation of models would incorporate updated information on CPS sampling error, develop model-based reliability measures, develop model-based seasonally adjusted estimates with error measures, provide an improved model performance monitoring system, seek to identify methods by which the models could be more responsive to divergent trends between the CPS and explanatory variables, and use a less disruptive form of benchmarking.  Dr. Tiller briefly described two types of third generation models being investigated – bivariate and multiplicative, some of the research into developing model-based error measures, and the plan to extend model-based estimation to (additional) sub-state areas.     

Ms. Butani noted that in order to model additional sub-state areas that the balance of state estimates would need to be strong enough to stand by themselves.

Mr. Reinhold asked whether there would be the same level of variance in the third generation models.

Dr. Tiller responded that the third generation models would improve on variance of the month-to-month change due to better noise models.  Dr. Tiller mentioned that two papers related to the third generation models had been presented at recent ASA meetings and that copies could be provided to LAUS Policy Council members.

Ms. Mason mentioned that we will be able to provide additional information regarding differences between current and third generation models later in the development cycle.

At the point the discussion regarding LAUS model research concluded and the Council broke for lunch.

SCHIP Expansion 

The LAUS Policy Council reconvened and the group, lead by Ms. Butani, Ms. Brown, and Ms. Mason, discussed the State Children's Health Insurance Program (SCHIP) expansion to the CPS.

Ms. Butani presented an overview of the SCHIP expansion and provided a handout to the group.  She emphasized that the funding for SCHIP was permanent that it was being treated separately from the CPS for sample design purposes, but that it would be implemented using expired households in existing CPS PSUs.  She reiterated that even for the 2000 CPS redesign, only areas already in the CPS sample would be part of the SCHIP expansion.  Ms. Butani said that the criteria for which States got an increase in CPS sample were reliability of existing estimates of children in poverty without health insurance and Census Bureau operational considerations (mainly cost).  She mentioned that the expansion was equal to a monthly increase of approximately 12,400 assigned housing units or about 10,500 eligible housing units - about a 20% increase in the monthly sample.  The expansion was primarily in 31 "small" States and the District of Columbia.  In addition to the monthly CPS expansion, the March supplement would be significantly increased - administered to an additional 21,650 housing units or a total increase of 34,040 for the March supplement (increasing from 64,890 to 98,930).

Ms. Butani's handout included a breakdown of the SCHIP expansion by State that she reviewed with the group.  She briefly discussed operational issues related to SCHIP - that the interviewers screened for children meeting the criteria for SCHIP.  

Ms. Butani described the phase-in of the SCHIP expansion and noted that it was being restricted to new interviewers so as to minimize the "new interviewer" effect on the regular CPS.  Ms. Butani provided results from the first two months of SCHIP expansion data and reminded the group that these results would be noisier than normal.  Ms. Butani noted that the earliest that the expanded CPS would be introduced into the LAUS models would be August 2001, with the release of the July 2001 estimates.  November 2000 and December 2000 data won't be released or used in any data releases.  The data will only be used for preliminary analysis.  A decision regarding using the expanded data would be made by May 2001.

Ms. Mason provided tables comparing LAUS estimates based on SCHIP CPS unemployment rates.  She mentioned that the LAUS estimates did not incorporate the improved reliability associated with the SCHIP expansion.  Ms. Butani reiterated that the LAUS models would need to be adjusted to reflect the increase in CPS reliability. 

Someone asked when the SCHIP would be incorporated into LAUS model estimates and Ms. Butani repeated August 2001, with the July 2001 estimates. 

Mr. Niblack asked if this would mean that States would have to revise January through June estimates in the middle of the year.Ms. Brown said yes, if we start with July 2001 estimates.  She continued, we have two options:  begin with July 2001 or wait until January 2002.

Mr. Reinhold noted that States do not like mid-year revisions…States generally prefer to wait until benchmarking to introduce changes.  Ms. Brown noted that if SCHIP data looked unusual we would need to delay incorporation.  But, if SCHIP data looked good, there would be pressure to use the better data.  If everything goes as currently expected we would probably incorporate SCHIP with the July 2001 estimates.

Mr. Niblack asked, "What about ASUs? And the impact of incorporating with the July estimates?"  Ms. Brown stated that ETA will be consulted about the possible revisions, the impact on the ASU reference period, and the timing of ASU submittals.

Mr. Niblack noted the size of the revision in Missouri's data from 2.9 for the original CPS in November to 4.6 with the SCHIP expansion.  Ms. Butani noted that the difference was smaller in December, from an original CPS of 4.0 to a SCHIP rate of 4.2.  She mentioned that it might be better to look at three-month averages to assess the impact rather than monthly differences, especially for the first few months, since the impact might be exaggerated in the initial months of the SCHIP expansion.

Ms. Brown said she will provide data to States with a discussion of implementation issues in advance of implementation.  Mr. Anderson noted that the BLS LMI Conference is in May and that States would need a heads-up regarding which way the decision was going.

Ms. Brown said she didn't expect the January-June CPS estimates to reflect the same impact as the preliminary (November and December) results.  The LPC should alert States to potential issues, and warn them that these initial two months may not be representative of the final impact associated with the incorporation of the SCHIP expansion.

Ms. Butani then reviewed the process of  "buying" CPS sample, a topic covered at the prior LPC meeting. Ms. Butani noted that States would be able to maintain their expanded CPS sample if something happened to SCHIP by assuming the maintenance costs of the sample expansion.  She emphasized that changing the CPS sample was very disruptive.  Support for the extra sample is required for three years after the sample is fully seated (18 to 24 months).  Therefore, a five-year commitment would be required for any additional sample.  In addition, Ms. Butani reminded the council members that any sample augmentation would mean that the LAUS models would need to be modified.  

LAUS Benchmarking - Decomposition 

After a short break, Ms. Mason introduced the next topic - the decomposition of LAUS benchmarked estimates.  She provided tables that showed what the benchmark revisions had been by labor force characteristic (Total, Employment, Unemployment, and Unemployment rate) for the last two years (1998 and 1999).  For 1999 she provided tables that showed the decomposition of the benchmarking process:  the total benchmark revision; the impact of re-estimating and smoothing the original forward-filter LAUS estimates; and, the impact of controlling the smoothed model estimates to the CPS annual average benchmark controls.  In the decomposition table, Ms. Mason showed how the various components could compound each other's effects or offset them - for example, the re-estimation and smoothing moving the estimates in one direction and controlling of the estimates to CPS annual averages offsetting this movement.  She reminded the group that the impact of population controls was incorporated into both the re-estimation and benchmark control steps, since the revised CPS estimates incorporated the new population controls before the model are re-estimated and smoothed and the CPS annual averages also incorporated the revised population controls.  

Dr. Tiller pointed out that from a decomposition standpoint, population controls were neutral, since they were incorporated in both of the (decomposed) benchmarking steps.  Their impact could best be measured by comparing the total benchmark revision to the percent change associated with the population control.  Ms. Mason provided a table that illustrated this point.  It showed the overall State 1999 benchmark revisions for employment and unemployment and the percent change associated with revising the CPS population controls from 1998 to 1999.  Ms. Mason showed that for most States the impact of the population controls was small but that for some it represents a sizable portion of their overall revision.  She reminded the group that even without current CPS benchmarking, States would still be impacted by re-estimation and smoothing and population controls.   

2000 Decennial Census

Ms. Mason and Ms. Butani provided a brief discussion of the recent release of decennial census resident population estimates.  Ms Mason provided a five-page handout that provided information on the types of Census 2000 data products being released by Census, when the data product was scheduled to be released, and what the lowest level of geography that would be available on a particular data product.   She also provided three tables related to the 2000 total resident population by State that was recently released by the Census Bureau.  One table showed the total resident population by State, the number of representatives for each State and the change in the number of representatives by State from the 1990 apportionment.  Another table showed the overseas population by State from the 2000 census.  A third table showed April 2000 total resident population by State and compared the 2000 census estimates with April estimates projected from the July-based total resident population estimates published by the Census Bureau for each year from 1990 to 1999. Included on the table was the percent difference between the 2000- and 1990-based estimates.  These percentages provided a rough preliminary measure of the potential impact (for States) of moving from the 1990 census-base to the 2000 census-base.  Ms. Mason pointed out that individual State demographics would influence how much of the potential impact was translated into the CPS 16+ non-institutional population estimates.  This provided a segue into the next topic, the CPS redesign. 

CPS Redesign

Ms. Butani provided a handout and briefly discussed the CPS redesign.  She began by reviewing the CPS redesign schedule and mentioning several key dates.  Among them were the following expected dates:  

· 2000 census-based population controls – January 2003

· Implementation of new race and ethnicity standards – January 2003

· Implementation of new industry classification system, NAICS – January 2003

· Implementation of the new occupational system, SOC – January 2003

· Implementation of new weighting procedures (especially 2nd stage) – January 2003

· Phase-in of 2000 census-based sample – from April 2004 through July 2005

Ms. Butani outlined some of the key elements of the 2000 census-based population controls.  They will be based on estimates adjusted for any over- or undercount in the decennial census.  They will incorporate new race and ethnicity standards – white only, black only, Asian only, and Other (residual).  She mentioned that there were potential problems with the multi-race category:  CPS multi-race may not match the census multi-race; the relationship may shift through the decade; population projections rely on administrative data that do not have multi-race categories; and it is not clear whether data from the ACS will be available in time to help in the analysis of the data. Ms. Butani mentioned Census was planning to perform a census/CPS record match by respondent for March, April, May, and June that may shed some light on the new race and ethnicity categories.  Ms. Butani also mentioned that an initial estimate of the adjustment might be available later this Summer.

Ms. Butani then talked about other aspects of the CPS 2000 redesign.  The design assumes a 6% unemployment rate.  This may seem high given current economic conditions; however, when the average unemployment rate was computed for the entire decade of the 1990’s it turned out to be 6%.  Thus a 6% rate should be a prudent choice for the long run.  The 2000 redesign sample allocation does not include the SCHIP expansion.  The CPS redesign is just that, a redesign.  Previously, the reallocation of the sample with the dropping of the former direct-use States had been constrained by operational, cost, and national reliability considerations, so the sample was not optimized.  The 2000 redesign would be starting with a clean slate.  The reliability requirements would be a c.v. of 8% or less on the annual average for the 50 States, DC, New York City, the Balance of New York, Los Angeles PMSA, and the Balance of California.  To meet this reliability standard would require approximately 50,000 assigned households; the remaining sample of approximately 10,000 housing units would be allocated so as to minimize the c.v. on the national monthly unemployment rate.  Because we would be starting with a clean slate, there can be significant shifts in the sample allocated for some States.  Some larger States such as California and Texas might see increases because of the national reliability requirement, while other large States might see noticeable decreases.

Ms. Butani then described the current CPS second stage weighting process.  Its purpose is to reduce the variability of the survey estimates and to correct for under-coverage. It accomplishes this by controlling the survey-based estimates to independently derived population estimates and iterating (raking) them to insure consistency with the national estimates for each of the eight rotation panels.  The process has three steps: 1. a State step with  51 State cells; 2. an age/gender/ethnicity step with 19 age/gender/ethnicity (ethnicity = Hispanic or non-Hispanic) cells; and, 3. an age/gender/race step with 118 age/gender/race cells.  The current process iterates these three steps six times for each of the eight rotation groups.  The second stage adjustment (weighting) factor is equal to the independent population estimate divided by the sample population estimate.  

Ms. Butani then discussed the proposed (new) second stage weighting process for the redesigned CPS.  This process would be broken into five main steps:  

1. a (zero) step before the State step (called a coverage step), that would adjust the national estimates by gender and age (Hispanic 2x13; white only non-Hispanic 2x17; black only non-Hispanic 2x13; Asian only non-Hispanic 2x12; and a residual non-Hispanic 2x14); 

2. an enhanced State step, that would include some race and age cells, as opposed to a single State control; 

3. an ethnicity step, that would include Hispanic and non-Hispanic gender (2 cells) by age (13 cells)

4. a race step, that would adjust race by gender (2 cells) and age (white only 2x17; black only 2x13; Asian only 2x12; and a residual 2x4)

5. an iteration step, that would iterate steps 2-4 six times for rotation groups 1 and 5, 2 and 6, 3 and 7, and, 4 and 8.  

Ms. Brown noted that the quality of independent population estimates from the census for the Hispanic population was a possible problem area. Ms. Butani remarked that the benefits from the zero step may negate the need for separate Hispanic controls.  Ms. Butani said that the expected introduction date for the new second-stage and composite weighting was January 2003.

Mr. McSweeney asked whether persons classifying themselves as multi-race would be a factor and Ms. Butani responded that it would only be a minor one, since they appear to represent only 1 to 2 percent of the population (where respondent checked off more than one choice for race).

Ms. Butani distributed a table showing the proposed second-stage State step 1 cells and the approximate counts by State and then briefly discussed the table.

The LAUS Policy Council Meeting was then adjourned for the first day at 4:45 p.m.

Day 2, January 25, 2001

Ms. Brown called the LAUS Policy Council meeting to order at 8:30 a.m. and noted that Dan Anderson, the Council co-chair, would not be present that morning because of a State meeting he had to attend.

CES Redesign and Small Area Estimation 

Ms. Butani provided a handout on the CES Redesign and Small Area Estimation.  She began by reviewing some of the key features of the design:

· State-based design

· the design is State-based constructed to minimize the variance for statewide total nonfarm employment estimates; 

· there are no reliability requirements for Major Industry Divisions (MIDs) within the State; 

· there are no reliability requirements for MSAs within the State

· The sample is allocated using an optimum allocation method, i.e. larger sample is allocated in cells based on the following design criteria

· larger number of units (N)

· larger between unit variance

· lower cost

· The allocation cells are defined as: the State, 11 MIDs, and 8 size classes

· All MSAs including the Balance of State receive an N proportional allocation within an allocation cell

· There is no minimum size for MSA by MIDs - MSA-based design is one option

· Model-based estimation is another option

Ms. Butani said that the sampling unit would be the UI account and that firms with 1000 or more employees would be sampled with certainty.  She also mentioned that the Balance of State would be treated like an MSA.

Ms. Butani then discussed the option of model-based estimation.  She referred to this as "small domain" estimation and defined a "small domain" as any domain (e.g., geography by industry) for which the usable sample size is not large enough to produce estimates with a desired level of reliability.  Ms. Butani mentioned that BLS had contracted with the National Option Research Center (NORC) to investigate small domain estimation.  Ms. Butani noted that small initial sample size or low response rates in some cells suggest that alternative estimation procedures be used and model-based estimation is an alternative to pure sample-based estimates.  She then discussed some of the possible model inputs that could be used.  They included the following inputs:

· predicted employment values for ES202 using ARIMA models

· UI claims data

· CES sample trend for MID at the State level or some larger geography

· CES sample MSA trend across all industries

· CES sample-based estimate for the "small domain" 

· NORC small domain estimation engine 

Ms. Butani noted that there was not enough sample for some MSAs, but that the ES202 has a lot of predictive power.  She also mentioned the use of Mass Layoff Statistics (MLS) data as a possible input source.  Ms. Butani mentioned that the models could be constructed so that they  would weight the variables proportional to their variance.  Ms. Butani then discussed some factors related to the reliability of sample-based estimates. 

· sampling error relates to sample size

· non-response bias relates to reporting rates 

· response error can be measured by comparing CES and ES202 for the same respondent

· coverage error is mostly related to accounting for employment in new businesses

· editing and screening procedures - collecting data for the unit as sampled, keying errors

· improper weights or estimators can introduce estimation error 

She mentioned that estimation procedures could improve sample-based estimates, such as the 2nd stage adjustment and compositing in the CPS.  And, she reminded the group that even sample-based estimates have model components - such as non-response adjustments, second-stage and compositing.

Ms. Butani provided a handout with a generalized formula for the basic form of the model-based estimator.  An estimate would be developed for each domain with some input values greater than zero and others equal to zero depending on the data and/or the area.  She mentioned that the research was investigating several ways to estimate the model's coefficients - including ordinary least squares (OLS), weighted least squares (WLS), and generalized least squares (GLS).  At this time no one method has been selected.  Estimates for the variance and co-variance have been made for some models, but are not yet stable.  A workgroup has been set up to assist in the model development process.  Currently, the schedule calls for the first generation of models to be implemented in early-to-mid 2003 and that work will continue on future generations of models.  Ms. Butani provided a copy of the charter for the CES Small Domain Estimates Workgroup that included a list of the workgroup members some of the due dates for the research.

The LAUS Policy Council (LPC) members then discussed the topic of modeling CES employment.

Ms. Mason stated that the subgroup dealing with modeling in the CES program struggled with a number of issues.  What criteria can be used to evaluate the various models to estimate small area employment by industry?  Will there be one modeling requirement established for all states and geography?  What models are there?  Could different states use different models for the same type of geography?  BLS and States are aware of the difficulty (time and cost) in getting additional data from the UI systems in the states.

After further discussion, Richard Reinhold passed out a paper titled "Proof-of-Concept Test for the Small Domains Estimator," prepared by Rachel Harter of the National Opinion Research Center (NORC).  The paper described the testing of a small domain employment estimator.  Estimates were for counties through June 2000; and  estimates are at the Industry Division level.  Mr. Reinhold described research done in Illinois on small area nonfarm wage and salary employment estimating.

After a short break Ms. Brown introduced the next area of discussion. LAUS vs. CES estimates and LAUS vs. Handbook estimates.  Ms. Mason discussed  the CPS/LAUS and CES Divergence.  This whole area presents opportunities for State research.  What can States do?  They can provide insights and use data series not available to LAUS national staff.  Data outside the federal/State environment - HHS data, automobile registration data, etc., may prove very interesting analytically.  As we noted earlier, LAUS can't survey States to ascertain the presence and potential use of these data sources because of OMB restrictions.  

CPS/LAUS and CES Divergence

Ms. Mason handed out graphs comparing CPS, LAUS, and CES estimates from 1978 to present for the States represented on the LAUS Policy Council, as well as several States with significant CPS/LAUS vs. CES divergence.  She also provided listings of the data used to produce the graphs.  Ms. Mason reviewed the information on the graphs pointing out instances where CES had converged and diverged from the CPS/LAUS estimates and, in some cases crossed and re-crossed the CPS and LAUS series.  She mentioned that when the changes in the relationship between LAUS and CES is gradual the models can adapt to the change without intervention.  It is only when the relationship change is relatively abrupt that intervention is necessary.  This can take two forms:  adjustment of the State's hyper-parameters so that the model is more adaptive, or, in extreme cases, re-specification of the model. 

Ms. Mason briefly discussed Tom Nardone's presentation at the LAUS State Conference, that discussed the CPS - CES divergence issue occurring at the national level.  Ms. Mason reminded the group that this was a national phenomenon, not just a State one.  The problem encountered with all of the reconciliation exercises has been that nothing stands out as a cause, and even in aggregate, the components (population, multiple jobs, etc.) are not large enough to explain the difference.    

Ms. Mason stated that the Philadelphia regional office staff did additional research because Virginia and Delaware were two States that showed this problem early on.  They investigated a number of possible causes including commuting and the relationship between CPS and 202, but they were unable to identify any items as the potential source of the differences.  

Unemployment Estimation  

Ms. Brown raised the issue of unemployment estimation as another area where State research might help improve LAUS methodology.  Ms. Brown spoke briefly about the bias in the Handbook methodology, and suggested that a large part of it was probably related to non-covered unemployment.  She mentioned that there may be data sources available in States that would help explain the gap – new and re-entrant data.  She said that the 1996 (budget) cuts forced us to cut out everything we could.  We dropped agriculture employment, and initials claims information.  It was unfortunate but cost dictated the cuts.

Ms. Brown stated that LAUS is looking to develop research plans by end of year.  State input on issues, alternative data sources, and ideas are needed for the  research plan.

The Council broke for lunch.

Ms. Brown called the meeting to order following lunch and introduced the next topic --- Priority Listing of LAUS Issues, that had been moved from day one of the agenda.  Using the prioritized listing of issues described in the “LAUS Issues Discussed” section from the minutes of the October 17-18, 2000, LAUS Policy Council meeting, Ms. Brown opened the discussion, and State members reported on the reactions from States in their region.

Priority Listing of LAUS Issues 

Mr. George got only limited feedback from the States in his region.  Regarding benchmarking LAUS to CPS, the policy side was the bigger issue.

Ms. Keith:  No feedback from States.

Mr. Langlais stated that data quality was cited as important --- i.e. claims data.  He noted that some States like the current end-point constraint.  Demographic data from CPS are needed.  Massachusetts is still interested in a CPS sample size increase.  The New England states were also interested in meeting needs of local customers, i.e. user satisfaction.  CPS/CES divergence was another area of concern.

Mr. Bradley reported that LAUS issues are low on his States’ list.  No feedback from LMI Directors.  Benchmarking and the end-point constraint are causing explainability problems.

Mr. McClary cited Additivity as an issue, explainability of LAUS estimates, packaging of LAUS data.  Research may be a problem for some States that lack technical expertise. 

Mr. Reinhold listed demographic data from CPS and the SCHIP expansion.

Mr. Anderson cited the CES/LAUS divergence.  Also, special areas that Arizona has to deal with --- border areas with job growth vs. high unemployment.   Ms. Brown said that the LAUS Initiative can be removed from a prioritization discussion since we will definitely proceed with those projects.  State-based research is an on-going issue that is going to be an important part of LPC.  With respect to benchmarking, there are two types of issues:  (1) the statistical issue, and (2) policy-related issues.   

She asked the LPC whether assessing customer satisfaction with LAUS products should be given a higher priority?  How have our customers been impacted by WIA?  Should we undertake a customer survey? 

Mr. Anderson said that some work on customer satisfaction survey is being done under WIA auspices in some states.

The discussion of State feedback led to a discussion of the LPC feedback for the next Policy Council meeting.  Ms. Brown told the LMP that there are three areas where LAUS would like State input  (1) the Research Plan on unemployment estimation; (2) the Research Plan on employment estimation; and, (3) a survey of State data sources that may be of use in (1) and (2).  By identifying these State information sources, we may identify variables we can use to improve employment and unemployment labor force estimates.  It is important to have this feedback by the next meeting.

Ms. Butani suggested that States provide input on benchmarking issues by the next meeting also.  Point estimate vs. range.  For example, a point estimate vs. a range, what happens if the difference between the LAUS and CPS is relatively small, but one is 6.5% (an important allocation trigger),and policy-related issues.

Ms. Brown noted that allocations could be impacted.  However, LAUS has a good relationship with agencies that use LAUS data.  They rely on BLS and trust BLS.  They generally assume that BLS will provide the best available data at a particular point in time.

Mr. Anderson said that agencies would probably ask what BLS’s recommendation was on statistical issues.  He said that States may need to modify legislation that refers to benchmarked data.

Ms. Brown suggested that UI data quality should be on the agenda for next meeting.

Mr. McSweeney agreed noting states’ concerns regarding claims.  He cited the need for a formal system of quality control.  

Ms. Brown said that the LPC needs to think about basic data quality and the impact of new UI programs on LAUS data.  What does UI data measure, who is included?  Also, administrative changes that impact LAUS estimates. 

We then discussed the assignments for State members for the next meeting.  They included the following:

· Come up with an approach/plan to identify State administrative and program databases and sources that might be of use in improving LAUS methodology and/or expanding our understanding of the relationship of LAUS estimates to other labor market indicators and series.

· Provide us with the States' input to the LAUS research agenda in the areas of small area employment estimates, unemployment estimates, and unique communities.  What are the estimating issues?  What are unique communities?  Can we define each of the communities and describe the particular estimation issues?  What can States do in terms of research?    

· Provide us with the States' input to the LAUS research agenda in terms of what they want BLS to do.

· Provide us with the States' concerns regarding the benchmark issue.  Outside of the statistical arena, what issues of policy, administrative uses, and data users do the States feel need to be addressed prior to changing the LAUS benchmarking procedure?

· Provide us with States' concerns regarding UI data quality.  Should we have a subgroup on UI issues?
We decided that the next meeting would be April 17-18 in Washington, DC.  BLS will arrange for hotel space for PC members.  The agenda will include reports on the above projects.  We will include UI quality issues on the agenda for the next meeting, including UI initiatives, ES reform, the FUTA tax. BLS will arrange for representation from ETA for this purpose.  We will solicit other issues from LPC members via email prior to the next meeting.  

Also on the agenda will be a report from Dan Anderson on the results of the WIC-inspired customer satisfaction survey, the results of the State CES model simulations and evaluation, a report on the SCHIP expansion data and a discussion on how/when to revise LAUS estimates, a report on the status of LAUS Initiative activities, a report on small area modeling, a discussion of Census 2000 and population issues.

There was no further discussion and the meeting adjourned at 3 p.m. on Thursday.
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