CES Policy Council – Meeting Notes

October 22 – 24, 2002

Washington, D.C.

Members Attending:

· Dave Dahlberg (CA)

· Roni Downey (TX)

· Lincoln Dyer (CT)

· Pat Getz (federal co-chair)

· Ted Gladden (SC)

· John Gordon (BLS)

· Alexandra Hall (CO)

· Larry Huff (BLS)

· Henry Jackson (IL)

· Don Laughery (PA)

· Kirk Mueller (BLS)

· Ken Shipp (BLS)

· Graham Slater (OR, state co-chair)

· Sheila Watkins (BLS)

· Bo Wynnyk (NY)

Members Absent:

· Kathy Copas (NE)

Guests:

· Chris Foshier (IA, ACES)

· John Freeley (BLS, Philadelphia)

· Chris Manning (BLS, NO)

· Sharon Strifas (BLS, NO)

· John Eltinge (BLS, NO)

· Jack Galvin (BLS, NO … for the Small Domain Estimation session)

· Monica Traetow (BLS, NO … for the Registry / Data Quality Work Group session)

· Jason Chute (BLS, NO … for the Registry / Data Quality Work Group session)

· Angie Clinton (BLS, NO … for the CES Data Quality session)

***  NOTE:  All handouts from the Policy Council meeting are readily available to LMI Directors, state CES staff, or other interested parties.  Please contact Graham Slater if you would like copies of any or all handouts.

Call to Order, Greetings, Introductions, Review of Agenda

Graham and Pat greeted members and guests; Graham outlined the agenda; Pat distributed an updated membership list.

Review of meeting notes and action items from June

· Larry was to write guidelines on interpreting variances for NAICS publication (from November 2001 meeting) … this one is not yet done.  Dave reminded the group that this relates to states knowing what the variances are for their estimates so that error ranges can be published in the technical notes.  This needs to be completed by the October meeting, so they can be distributed before NAICS publication goes live.  

· Larry prepared an e-mail; interpretation of variances is now part of the CES manual; Larry will send an e-mail with links to the CES web site that describes the variances, but is waiting for some second opinions before sending out the final version.  BLS staff need to make a final decision on what exactly they will publish, in terms of error references, with the newly published data.  This will remain as an action item, with a draft coming to the Policy Council in a month or so.
· Pat raised the question of whether BLS should “require” states to publish error measures.  This will be discussed later in the meeting.  
· Pat was to distribute the training example to Policy Council members; Sheila, Graham, John will distribute to various audiences.  DONE.
· The NAICS powerpoints are up on the state web.  This action item will be removed.

· Pat, Larry, John, Henry, and Mike were to provide the Council with the following information on the NORC model … but this action item is not due (and not expected to be started) until after January 2003.

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.

· Ken was to send out the steps to get to the SOS employment by MID comparison on the CES web site.  Send to all PC members; Sheila, John, Graham will distribute to others.  DONE.
· Ken notified the group that the address is:  199.221.111.160\nat\sos.html .  This is accessible from the ACES web page.  This was pointed out at tri-regionals, so all technicians are aware of this and other analytical tools.

· Dave D. noted that the analytical tools are not part of any CES training or operating manual.  As a result, most state staff may look at these tools after they’ve made their estimates, rather than using them as a tool during the estimating procedure.

· Graham was to 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.  DONE.
· Graham was to add discussions on strategic planning and marketing to the June 2003 meeting agenda.  DONE.
· Tom was to get a copy of the Pennsylvania UI letter; send copies to Pat G and Graham; we’ll send to all PC members.  DONE.
· Pat was to find out the details of thick and thin files from Rick Clayton; share answer with Policy Council members; explain whether these files will be used in CES estimation or benchmarking.  DONE.
· Pat and Ken were to share copies of handouts and powerpoints used for these outreach presentations and share copies of the brochure that’s under development with Policy Council members; Graham will share with all LMI Directors.  DONE.  

· Ken was to write up an explanation of how the agreement on historical series reconstruction and benchmarking would work in the real world;  share with PC members; and eventually share with all state CES staff, before benchmarking.

· This turned out to be more complex than originally thought.  There is already a process for handling historical errors that are discovered – WINSTAMP.  These are corrected by BLS at benchmark time.  However, at this time of coding change, any change to historical data for one series would result in changes to all series (because of re-raking).  

· This remains as an action item, with detailed instructions to go to states before benchmarking begins.

· Graham and Greg Weeks were to send Pat a list of all the specific industries / areas where we would want to solicit additional reporters.  This would be a precursor to the conference call.  DONE.
· Graham and Pat were to set up a conference call to discus the Oregon and Washington requests for supplemental sample.  Not done.   BLS will not be able to start supplemental sample in 2003.  Washington only identified their supplemental sample requests in the last week or two.  This will remain on hold until some time in 2003.
· Kirk and Ken were to produce a one-page summary of the recommendation for weighted link relative for hours and earnings, along with the process for benchmarking.  Share this with PC members.
· Graham was to share the hours and earnings handout (the one that Ken and Kirk will develop) with LMI Directors; give them two weeks for input; share results with Policy Council members; coordinate the Council response to BLS.

· Pat was to seek approval of the final methodology from BLS hierarchy. 

· These last three all became moot because BLS changed the recommendation back to the difference link and tapers.

· Pat was to work with Brad Farrell to incorporate cross reference file methodologies into revised CES training.

· This became a moot point after further discussions in BLS.  The cross reference file, as a deliverable, duplicates the “report with structure”, which serves the same function.  

· Ken was to write up narrative explaining why it’s important for at least one, possibly more, individuals to attend this year’s tri-regionals.  Ken will send this to John G, Sheila, and Graham, who will communicate it to states through both OFO and an e-mail to LMI Directors.  DONE.
· All Policy Council Members will start communicating with CES state staff as designated above, with copy to relevant regional offices.  DONE.
· Graham was to raise the confusion over regions with Chris Miller.  Could PCs have two representatives from each of the six BLS regions?  One LMI Director and one CES person?  DONE.  Roni will mail to Region 7 people in Kathy’s absence.
· Graham was to send e-mail to LMI Directors … asking them to work with their CES staff to provide input regarding allocation formulas.  Give them three weeks to reply.  Compile the results and share with Policy Council members.  DONE.
· Pat was to send Graham a copy of the policy paper; Graham will share with LMI Directors and ask for input.  Partly done.  Pat sent this to CES PC members in preparation for this meeting; it has not yet been shared with LMI Directors. 
· Graham and Pat were to suggest to Sharon Brown that one hour is not enough for the program workshops.  DONE.
CES Policy Council Charter

Graham presented an overview of the Charter, particularly for the benefits of new members.

CES Program Update

Pat provided an update on the CES Program.  

New Commissioner:  Kathleen Utgoff was confirmed in August.

March 2002 Benchmark Revision:  At the national level, BLS is expecting a benchmark revision of -280,000 (0.2%).  This compares with a ten-year average of three-tenths of one percent.

Options Market:  Two Wall Street firms have started an options market on the economic derivatives.  Essentially, this means that individuals can “bet” on the upcoming nonfarm payroll trend.  The firms hold “auctions” on the Tuesday and Thursday before national news release.  As a result, BLS has further tightened their data security procedures internally.

ACTION:  Pat and Sheila will review Lois Orr’s e-mail to all BLS staff to determine whether this is an appropriate communication to share with LMI Directors.  If not, they will draft an e-mail to LMI Directors, alerting them to this new “options market”.  Regional Office representatives and Graham will send copies of this information out to LMI Directors.

GAO LMI Funding Audit:  GAO interviewed CES and 202 Program Managers and LMI Directors in six states.  They are developing a preliminary report that will go to a Congressional Committee.  

202 Quarterly Reviews:  202 data are now being published quarterly.  This presents new challenges – to be discussed later in the meeting – in terms of CES / 202 data consistency.

NAICS / Redesign:  We are on schedule, in spite of some new developments and challenges.

NAICS Outreach Sessions:  Pat and others completed the first of these at the New York Federal Reserve.  The next session will be in Philadelphia.

Last Month’s First Closing:  Last month, there were “simultaneous disasters” in Atlanta and Dallas.  A pipe burst in Atlanta and flooded the DCC (staff cleaned up and used back-up equipment within 24 hours); a telephone cable was cut in Dallas, wiping out all telephone lines in downtown Dallas.  DCC staff did an excellent job of gathering the needed information.

Henry thanked BLS for their work on the NAICS historical series.

Dave D. asked for an updated CES Program organizational chart, which was distributed by Pat the following day.

FY04 Budget

This proposal is still “alive” in the budget approval process.

Important reminder:  all detailed budget discussions should be kept confidential within the Policy Council membership and there should be no state lobbying or discussions with Congressional officials.  Until the President’s budget is finalized, these budget conversations are all confidential.

CES Tri-Regionals

Dave D. reported on the Pasadena tri-regional.  The tone was “placid”; most discussions were technical; there was widespread acceptance that CES Redesign is going to occur; the focus was on “making it happen”.  There was a very positive outlook, helped in part by the tone of the CES Policy Council presentations.

Pat agreed with Dave’s perception, especially in regard to the Pasadena meeting.  The Salt Lake City had more audience participation, but it was less contentious than in previous years.  

Many of the action / follow-up issues related to operational issues:  documentation, implementation plans, small domain models.

Pat thanked Dave D. and John Henning for their presentations on behalf of the Policy Council.  

Roni reported on the Salt Lake City meeting.  Some staff are fearful of NAICS and Redesign, but the focus was still on how we move forward with implementation.

Don noted that three of his staff returned from the tri-regional with strong concerns about limitations being placed on analyst judgment and overlays.  This led PA staff to have a meeting, specifically discussing the conditions under which they would overlay the sample estimates rather than “trusting” the sample.

John F. was also at the Salt Lake City meeting, and gave further explanation of this issue:  state staff were encouraged to change the way they think about estimating, with a focus on trusting the sample and not over-using analyst judgment and overlays.

Several other members agreed that there was a notable change in focus, with the main issue now being technical issues to ensure smooth implementation in January.  Ken noted that the breakout sessions worked well, so that state staff had the chance to learn about, and discuss, major technical issues.

Graham and Pat raised the idea of holding a single national CES meeting next year, rather than doing the two tri-regionals.  BLS would consider trying this.  Ideas could include break-out sessions for technical issues; break-out sessions by region or size of state.  2003 would also be a good year to try this, in that there would not be any huge program issues on the agenda, unlike the last few years.  There are numerous advantages to having just one national meeting; the main drawback is that there might be less likelihood of states fully participating in discussions.

AGREEMENT:  Pat and her staff will further develop ideas for a single national CES Program meeting in 2003.  They will provide more information and ideas at the March meeting.

Don gave a presentation at the LMI Forum.  Responses to his presentation were positive; people were grateful for the information on Policy Councils and on major initiatives like NAICS.

CES Redesign Implementation

Ken provided a status update on NAICS implementation.  He distributed a handout titled NAICS Update, summarizing progress and future actions needed.  The overall goal to meet the CES implementation deadlines remain on target. 

He stated his appreciation to many BLS and state staff for the hard work that has gone into keeping this implementation on track.

Completed or Current Tasks

· Systems work is well underway.  NAICS-related changes will impact ACES, the national estimating system, collection systems, WINSTAMP, analytical systems (for both national and state data), and LABSTAT.

· NAICS training for all states and regions has been completed.

· Historical data have been reconstructed and are being loaded to ACES and WINSTAMP.

· NAICS publication structures have been provided to ACES and WINSTAMP.

· Important issues:  Indian Tribal employment is currently estimated and published by a number of states.  However, under a strict ownership and industry code under NAICS, there would be no way to break out Indian Tribal.  Various options were discussed, including sorting on defined industries or sorting based on a dummy ownership for Indian Tribal.  

· ACTION:  Chris, Kirk, Ken, Dave D., Graham … work by phone and e-mail to resolve the issue of Indian Tribal employment, very quickly.

· Historical data have been given to Larry, for use in ARIMA projections for Small Domain Estimates.

· User Outreach has started and is continuing.  Ken distributed a draft brochure that could be used by states as an informational item for the conversion to NAICS.

· Note:  every customer that requests industry data from LABSTAT now gets a note informing them that the SIC data series will no longer be available after January.

· BLS staff would be willing to send states the electronic brochure, so the states could print their own.

· ACTION:  Ken … send electronic copy of the NAICS brochure to all Policy Council members.

· ACTION:  Graham and Policy Council members … send electronic copy of the NAICS brochure to all LMI Directors and all CES technical staff.

· NAICS net birth / death levels have been determined for each state and CES MSA.

· NAICS-based seasonal adjustment simulations are being evaluated.  Because of the absence of a NAICS-based historical sample series, there will be less seasonally adjusted data available during the early years of NAICS, but states will definitely get sectors and total nonfarm payroll employment.

· ACTION:  Ken … send seasonal adjustment simulations to all states, through Regional Offices.  The purpose of sending these is to give an indication of the level of seasonally adjusted data that will be publishable in January and to give opportunity for states to review and comment on the series, if they have time. 

· An updated NAICS Implementation S-memo is in final clearance.  It should be distributed in the very near future.

Major Future NAICS Tasks Essential to Switchover

· Important:  All States need to do a one-time hand-addition to ensure that all published structures add up to the correct aggregation levels.

· Final decisions must be made regarding publication of non-AE data types.  

· If a series is published now and it has 40 UI numbers in the sample, it will be given a “Y” for NAICS hours and earnings publishing.

· If a series doesn’t exist now (because there’s nothing comparable in SIC) and it has 40 UI numbers, the decision on publishing will be made by BLS and the State.

· No new series will be added.

· ACTION:  Ken … load the proposed new H&E series to ACES;  work with Regional Offices to send out instructions to states; states will have the ability to change an H&E “Y” to an “N” if the series is one that the state does not wish to publish.

· Important:  Dave D. pointed out that some H&E series will change dramatically because administrative entities will be pulled out of the current manufacturing series. (e.g.  Earnings for SIC 357 may be very different under NAICS, because high-paid administrative officials will no longer be in the manufacturing code.)

· States will need to complete the two-year benchmarking, as previously explained and discussed at the tri-regionals and in other communications.

· Small Domain modeling must be finalized on NAICS.

· User Outreach will continue.

· Seasonal adjustment decisions must be made, particularly in the context of BLS and State press releases and analysis.

· LABSTAT transition planning must be finalized. Some have proposed leaving both SIC and NAICS data out there, because some customers are asking for the history; others advocate not doing this because the 2002 SIC data will not be benchmarked or revised.  Bureau-wide, the decision has been made to keep the old SIC series available, but CES staff will add clear caveats regarding the quality (i.e. not benchmarked, not revised) of the last eighteen months’ data.

· Develop templates and communication of error measurement publication.  There are several different error measurement tools that may be used for different purposes.

· SUGGESTED ACTION ITEM:  All Policy Council Members … if you’re not already very familiar with the BLS CES / LABSTAT sites, take an hour or two before the March 2003 meeting to spend time looking at the BLS web site, particularly as it pertains to CES.

· ACTION:  Ken … be prepared to give a 45-minute demo of the BLS web site / state CES site during the March 2003 meeting.

· States must identify, evaluate, and resolve series breaks between 12/2000 and 01/2001.

· BLS will finalize methods for states to submit revisions to data if errors are found in the historical data.  There will need to be two policies – one that applies to historical data series problems discovered during the pre-benchmark phase; a second that would apply to historical data series problems discovered after benchmarking.

NAICS tasks that need attention, but are not absolutely essential before the switchover date

· Error measurement for both internal and external users of CES data.

· Publication reviews during benchmarking.  BLS and states should take a much more pro-active approach to publishing new industries and consolidating declining industries.  CES Policy Council will develop guidelines during the July 2003 meeting.

Pat raised a couple of policy issues which still need to be resolved.

1) The switchover to NAICS will occur with the release of January data.  Traditionally, this would also be the time when the revised historical series would be released.  But some customers are asking that we release the NAICS historical series before January.  

a) The benefit of providing these data is improved customer service.

b) The negatives associated with releasing the series is the chance that they will change before the official release date; the possibility that data users will then feel that they can get data released early for other purposes; the fact that publication dates have already been distributed.  

c) It will be important to provide clear caveats if we do release the data and to emphasize that this is a response to unique customer needs, not a precedent-setting change in normal data release policy.  

d) Some customers just want to know what the published levels are; they don’t necessarily want to know the actual historical data series.

e) At most, this would mean releasing the state data series 3-4 weeks early.  So the gain from releasing early may be minimal.

f) AGREEMENT:  We will not release the historical series early on a program-wide basis.  States still have the right to release their historical data early if they so choose, but they should use appropriate caveats and share the series only with appropriate data-detailed customers.

2) What should we publish for error measures?  Pat suggested that we defer discussion on this until BLS staff have developed a template for discussion of the error measures.

a) Regardless of the final error measures, there is also a need to decide whether inclusion of error measurement statements should be a requirement for all states or whether the error measurement statements are available to the states if they wish to use them.

b) Most states would not have the technical expertise to develop their own statements; they would likely be delighted to use the BLS template.

c) States may not want publication of the error measurement statement to be a requirement of the contract.  

d) Initially, the error measurement would probably be for just total nonfarm and the super-sector levels.

e) AGREEMENT:  BLS will develop the template on error measurement; it will be included on the BLS web site; states will be encouraged, but not mandated, to use the template in their monthly publications and on their web sites.

f) Larry distributed a handout providing information and analysis on variance procedures.

Graham raised the issue of goods-producing, service-providing, and the “total private” estimate.  It will be important for states to give careful consideration to their publication structure in regard to the summation / aggregation of different levels of detail.  With government being considered part of the service-providing sector, simple addition up to “total private” is not easy to achieve in a way that makes sense to the typical data user.

Don asked the group to consider issues of aggregation in industries that include both model- and sample-based estimates.  If better estimates come from larger samples, it may be better to estimate an aggregate level while using the model for more detailed series, then force the model estimates to the estimated aggregate.  This would contrast to the traditional method of estimating the most detailed series and aggregating to the total level.

CES Redesign Implementation – Plans for Non-CES Areas

Nothing has changed from the earlier decisions and agreements.  States that want to estimate non-CES areas can still do so, as described in the June S-memo.  They will be able to use ACES and they can retain quota sample for that purpose.  States would have to do solicitation to retain sample levels in these areas, but they could use TDE for data collection.  Sample designed for these areas will not be considered as part of the CES funding algorithm.

Hours and Earnings – Formal Approval of Estimating Methodology

BLS staff presented information and recommendations at the last Policy Council meeting.  Subsequent to that, further analysis caused them to change their recommendation.  This was shared with PC members by e-mail and PC members already gave approval (by virtue of absence of objection) by e-mail.

AGREEMENT:  CES Policy Council members support BLS’ decision to revert to the difference link and tapers methodology for Hours and Earnings, effective January 2003.

BLS staff confirmed that the estimate of production workers will be pure sample average in January 2001.  The same will be true of the hours and earnings estimates.  Linc had previously raised the concern that we will suddenly be moving to completely new Hours and Earnings levels as a result of the new sample.  

When developing the start of the hours and earnings series, states will have the ability to run several months of data, then use a several-month average as their starting point for January estimates.

MSA Redefinition

Ken distributed a handout on MSA Redefinition.

Federal agencies have to implement the new MSA standards every ten years.  Once that is complete, the CES Program has to implement the standards.

OMB remains on schedule for release of revised areas by June 2003.

CES does not publish all MSAs and there is no concrete policy for determining which ones to publish.  The CES Policy Council will develop proposals for MSA coverage during the March 2003 meeting.

The most urgent issue for consideration is that October 30 represents the last chance we’ll have to determine the geographic definition of combined statistical areas – areas where there is significant movement between areas.

ACTION:  Ken … lead a small work group to develop recommendations on each of the policy issues included in the handout.  Ted Gladden, Dave Dahlberg, John Freely, Jennie Piott (WA).

Election of State Co-Chair

Graham Slater was unanimously re-elected state co-chair of the Policy Council.

Small Domain Estimates

John Eltinge led the discussion of Small Domain Estimation, which will be fully implemented with January 2003 estimates.  John distributed a number of handouts.

As a reminder:

· Y1 is a simple sample-based estimate.

· Y2 is a time series forecast, based on ES-202 data.

· Y4 is based on state level trends.

· The final estimate will be the weighted average of the three estimators.

· If we run into cases where Y1, Y2, and Y4 perform poorly, but the series is still essential to the state, we will use Y3, a variance-based estimator that would be handled uniquely by BLS.

Since our last Policy Council meeting, ACES staff asked whether the weighted average computation could be applied to the link, rather than to the level.  After analysis and testing, the ACES modification tends to have a slightly larger error, but the difference between the two options is minimal.  

John noted that the seventy-fifth percentiles of relative errors are not small in comparison with the usual 2-4% growth rate in the U.S. economy.  (The relative error typically runs between 1.5% to 5% in regard to one-month change.)  This means that there may be times when the CES employment series may “ring false alarms” in terms of economic change.  The CES Program may need to set certain ranges of errors which are acceptable; beyond those, the Bureau would not want to support the publication of data that had extremely high error ranges.

John gave an example of the precise wording that could be used when describing the specific error statement for a given MSA.  See table 2, page 10.  

For Allentowne, Pennsylvania (0240) … looking at data from January – December 2000 … looking across the five industries under consideration (wholesale, construction, mining, durable manufacturing, nondurable manufacturing) … one-quarter of the time, the absolute relative error (our estimate minus “truth” divided by “truth”) was 6.1% or greater.  Three-quarters of the time, the error was less than 6.1%.  This 6.1% represents the absolute relative error for a particular industry in a particular month; it is not the overall error for total nonfarm payroll employment.

Note that a high error in one industry could significantly impact this average error computation.  Table 3 shows the error ranges at the statewide level, by industry.

(Note:  “truth” is defined as ES-202.)

In theory, these error ranges would represent the worst case scenario, because the actual estimates would (or should) benefit from analyst intervention in appropriate situations, such as strikes or lock-outs. 

The model estimates will typically be more smooth than pure sample-based estimates and, in the absence of analyst intervention, than actual ES-202 trends.

When the model estimates are introduced, it will be important to clearly communicate to state staff that the model estimates are performing at approximately the same level of accuracy as the previous quota sample estimates.  In fact, when analyst judgment is added to the model estimates, they may well perform better than the old quota sample estimates.  It may be worthwhile to send each state detailed tables of the error ranges for their statewide and MSA cells.

The communication about the model, during the next month or two, will be extremely important.  States know that the model is coming; state CES staff understand the technical aspects; but they don’t necessarily have a good feel for how the model will perform (in comparison with their existing methods), and they may not understand how much effort and good work has gone into this model.  Policy Council members discussed, at length, the best way to handle this communication.

ACTION:  

· Sheila and John G. will brief Regional Office staff, during their conference call, in regard to the soon-available tables of model error ranges by state and MSA, also emphasizing the quality of the model in comparison to the old quota sample-based system.

· Graham will write an e-mail to LMI Directors, emphasizing the success in partnership over the past three years; the amount of work BLS has done on the Small Domain Model; the comparison of quality between quota sample and model estimates; the fact that this is not a band-aid to patch a hole in the probability sample, but rather, a real improvement in quality for small domain estimates; emphasize the importance of the analysts trusting their sample and trusting their model, only intervening under significant circumstances; the amount of detailed information that will be available to them; and the ongoing effort that will continue in terms of estimation quality.

Further discussion focused on the importance of guidelines, documentation, and principles relating to the use of analyst judgment in CES estimating.  Nationwide, we must rely more and more on our sample and/or model, with analyst judgment and overlays reserved only for specific cases where actual economic situations merit such intervention.  Illinois has successfully changed their state analysts’ mindset about analyst intervention.  We need to consider opportunities and options to develop a consistent message that will be constantly shared with all state CES staff … “rely on the sample, rely on the model, intervene only when there’s a clear reason to do so.”

Additional discussion focused on the likely performance of the model during an economic turning point and the degree to which different components of the model will be more or less useful depending on the economy.

Henry gave the Policy Council an update on Illinois’ NORC Small Domain estimating, particularly focusing on their work relating to incorporating NAICS.  Illinois has hired NORC, through an RFP process, to convert their estimating system to NAICS.  By June 2003, the NAICS-based estimating system will be fully functional, including new county aggregation / customer access modules.

John E. distributed two more handouts … a document titled State-Level Modeled Estimates of Employment Level or Change for Two-Digit NAICS Industries and a package of graphs relating to this issue.

BLS has received requests to produce model-based estimates for more detailed industry series at the statewide level or for industries that are guaranteed to be publishable, but which are very small at the statewide level.  Technically, this is possible.  But the following caveats are important.

1. A statewide two-digit NAICS model-based estimator would only rely on Y1 and Y2, because Y4 (the statewide trend) would obviously not be usable.

2. Where there is small sample size, the model would primarily use Y2, which may not work well during times of economic turning points.

3. In some cases, the estimators may perform reasonably well; but in others, there may not be enough data to provide a reasonable estimate.  It may be that some “guaranteed” industry levels are not able to produce satisfactory results, in some industry / state combinations.  

Pat noted that CES staff will work with 202 staff to ensure that CES is not publishing any industries that already failed the 202 confidentiality check.

At the statewide super sector level, there are no more than a couple of industries (mining?) that will be estimated using the model.

At the statewide two-digit level, there are 30-40 cells that will be estimated using the model.

CES Sample Supplementation

John E. distributed a handout titled, Statistical Issues in Discussion of Possible Supplementary Sample Units for the CES Probability Sample.
BLS will most likely start by working with Oregon, because Oregon has submitted the most detailed proposals to date.  This will be a long, iterative process, as the state and BLS work through the details of the state’s needs and the BLS options.

As a rough rule of thumb, in order to reduce the standard error of a pure sample-based estimate by 50%, sample size would need to increase by a factor of four.  (Or … sample response would need to increase by a factor of four.)

So far, the sample supplementation requested by Oregon and other states is fairly small, in comparison to the overall sample size.  As a result, additional sample would most effectively be focused on a small or moderate number of specific domains, rather than being spread across all domains.  Examples may include a focus on particular MSA / Industry combinations with the goal of moving to pure sample estimates or improving the model estimates or state / two-digit industry combinations.

John E. requested that Oregon would be willing to work with BLS as a pilot state between now and the March 2003 Policy Council meeting.

Larry explained that Oregon’s original request – which included two-digit statewide industries and super sector MSA industries – adds significant complexity to the BLS sample rotation and selection process.

Pat emphasized that implementing this type of sample supplementation will not be an easy task for Larry and other staff.  The more detail requested (i.e. supplementation geared to specific industries), the more complex the sample selection process will become.  BLS has not yet determined the actual cost of such sample supplementation; nor have they worked out details of the procedure for BLS receiving or holding back state funds.  We are not close, at this point, to implementing this supplementation effort.

Sample Rotation – Implementation of Sample Redraw

Larry distributed a handout titled Sample Rotation.

As respondents remain in the CES sample for a longer and longer period of time, the level of attrition and refusals continue to grow.  It is important to introduce a method of regular sample rotation.

BLS’ current proposal is to implement sample rotation with the 2002Q1 probability sample.  The basic concept will be to commit that employers will be in the sample for five years with a guarantee that they will then be out for five years, at a minimum.  That is, 20% of the sample will rotate out every year, being replaced by a number of new respondents.

Note that certainty size units would not be subject to the rotation.  Certainty units are those with more than 1,000 employees at the UI level, but may also include smaller firms (as low as 250-400) that become “certain” at a small industry level.

Not only does rotation make sense from an attrition perspective, it also meets respondent burden requirements from OMB.

Registry / Data Quality Work Group

Kirk led the discussion on this issue, reporting on the work of this work group and distributing a handout titled Report on Registry and Centralized Database.

Attachment 1 summarizes the current microdata and registry flows; attachment 2 presents the proposed new registry flow.  Attachments 4, 5, 6 include notes from discussions on this subject at the two tri-regional meetings this year.  Attachment 7 addresses possible impacts on proration.

The primary goals of the group are to modify the processing of microdata so that there is a unified approach, and to develop and communicate clear rules under which the data are handled.  It will be impossible to develop a system that is the best possible for all individual participants, so the focus has to be on developing a system that is the best possible for the program as a whole.  

The work group identified seven current registry and microdata issues:

1. Multiple respondents reporting under the same report number because of re-use of report numbers.

2. Jumbled registry information because of using report numbers from previously inactive accounts.

3. Microdata drops … where microdata is sent to the state but no registry record is present for the report number.

4. “Report with” structures that are inconsistent across all databases.

5. Current ACES registry and I83 documentation and training incomplete or lacking.

BLS will incorporate ACES training into future CES Program training.

ACES staff are working on a process to allow sorting of I83s for more rapid handling.  I83s appear to need a complete re-think in terms of value and usability.

6. Inconsistent changes made to UI numbers, often predecessor-successor related.

7. Coordination of EDI enrollment and DCCs on use of report numbers / cancellation of reporters.

The work group’s proposal is to develop a centralized database system, based on the national SAS production system.  The SAS system would receive changes from all sources every evening; would prioritize them based on rules that will be developed; and all changes would be made overnight.

A draft updating hierarchy has already been developed and is shown in Attachment 3.  This hierarchy would ensure that only one change was made on a given day.

In addition, a system of “explanations”, using a notes field, should be given for any registry changes.  We may never be able to eliminate the existence of occasional registry code changes that one of the data handling entities may not like, but at the least, any registry change should have an appropriate explanation.  These comments will be stored in the national SAS system.

The work group also addressed issues that relate specifically to microdata, rather than registry changes.  Some microdata problems will be resolved simply by taking care of the registry issues; but other microdata problems (for example, the possibility of more than one entity making changes to the microdata) exist regardless of resolution of registry problems.

The group does recommend changing parent / child reporting arrangements so that all related entities have the same overall reporting unit, similar to how 202 currently handles these situations.

The work group considered the issue of how we get from our current situation to a totally new,  improved system.  In addition to the introduction of a new process, there will be a substantial amount of clean-up needed, simply in order to make the transition.  Staff in the NO CES benchmark group will work with individual regions, replicating the efforts that have already taken place on a test basis between BLS and California.  BLS staff will identify registry problems; research them; propose resolutions; communicate them through ROs to the states.  The goal is to have this work completed by the end of December, with the goal of finalizing resolution, working with states, immediately after benchmarking and NAICS introduction.

The work group proposes to fully implement the centralized database logic in the spring of 2004, following the 2003 Benchmark.  At a minimum, the change in database flow and updating hierarchy will be in place with that conversion.  If at all possible, changes involving notes fields will be included as well.  Additional enhancements will be considered between now and spring 2004.  Over the next 15 months, the primary goal will be to clean up existing registry and microdata discrepancies between existing separate databases.  BLS is dedicating considerable staff time (6 FTE) to this effort.

AGREEMENT:  Policy Council members support the recommendations of the Registry and Centralized Database Work Group.  The Centralized Database will be implemented in 15 months; the immediate priority will be cleaning up the registry and keeping it clean.

Kirk will provide 30-minute updates during each of the next few PC meetings.

Workload Allocation Methodologies

Graham provided a summary of the responses received from LMI Directors, including a handout summarizing.

The initial assignment from the WIC was to propose one (or more) primary workload allocation factors.

AGREEMENT:  Based on the results from the survey of states, the Council agrees that we support three primary factors:  sample size, number of published series, and number of MSAs.

AGREEMENT:  The reference to sample size is currently based on the old G-1; this needs to be changed to sample size under Probability Redesign.  This should be based on the number of UI numbers sampled.

AGREEMENT:  The reference to published series will refer to the new NAICS published series.

Members discussed the inclusion of non-AE published series in the “total published series” workload factor.  Under the current system, a state would get funding algorithm credit for each AE, WW, PW, and H&E series they publish.  During discussion, it became apparent that many participants have not realized that published lines for non-AE series were used in the funding algorithms.  This led to a lengthy discussion.

If publication of hours and earnings-related series is a stated CES Program Goal, it makes sense for states to receive algorithm credit for publishing these series.  However, this could lead to a rush for more states to publish more lines of hours and earnings (and other series).  And several members expressed the concern that with a fixed amount of money to be divided among the states, there would not be resources to allow all states to do a quality job of estimating additional series.

AGREEMENT:  Because the women worker data item will be removed in two years and because hours and earnings data series are currently being reviewed, with improvement slated for 2005, we will not allow states to add new WW or H&E series within the next year or two.

Council members discussed, at length, the implications of counting published series for all data types in the funding algorithm methodology.  Numerous options were considered, one being that BLS should define the “required” levels of publication detail for AE, A&E, PW, for different levels of statewide and MSA sizes, and this would determine the state’s allocation for the “published series” portion of the factor.  Another would be to use only AE publication series for the purpose of funding algorithm discussions.

After significant discussion, particularly focused on fairness to all sizes of states, the input received from the survey of states, and the merits of keeping weights unchanged while input factors are changing, members agreed on the following:

1. Our recommendations to WIC are based on the assumption that the “base” allocation of one FTE per state will remain.

2. We will recommend to WIC that sample size, number of published series, and number of MSAs (covered by CES) be considered as the primary factors to be included when calculating State workload shares.  

3. We will recommend to the WIC that the following weights be used:  sample size = 50%; published cells = 30%; MSAs = 20%.  (This was selected based on an 8-5 vote, based largely on the input received from state LMI Directors and CES staff.  The other alternative was to keep the weights at 50-25-25.)

4. A work group of the Policy Council – consisting of Pat Getz, Sheila Watkins, Graham Slater, Ted Gladden, Alex Hall, and Henry Jackson – will refine the definition of “published series” in the context of funding algorithms.  Their charge will be to define “published series” in a way that best supports the scope and goals of the CES Program.  The Work Group will bring recommendations back to the full Policy Council, either at the March 2003 meeting or by conference call.

ACTION:  Pat … schedule a conference call to start this discussion.  
Graham will check with Chris Miller regarding the December 1 deadline as it pertains to item #4. 

Policy Council Communications Issues

Communications with states seem to be working better, following discussions at the June meeting.

Graham and others will clearly indicate when information should not be forwarded outside of the Policy Council, including the draft meeting notes.

CES (Macro) Data Quality

Pat distributed a handout titled, National versus Sum-of-States Issue: What’s Next?
Pat summarized the issue – divergences between employment trends evidenced by National series and the sum-of-States series, particularly near economic turning points, continue to be a major problem for the CES program.  This is a serious credibility issue.

Various options for improvement have been proposed:

· Better analyst training and review procedures:  This is already taking place.

· Better use of sample:  New cell structures under NAICS should result in improvement in this area.

· Limit analyst intervention:  This was discussed earlier in the meeting, with general agreement that analyst intervention should be documented, should be discussed in detail during training, and should occur only when there are concrete economic events, not just for issues of “comfort” level.  See notes from earlier and later in the meeting.

· Control sum-of-State to National totals:  This option is not being considered for implementation at this time.

· Establish a statewide total nonfarm control total; rake industry estimates to this total.

· First, the state would produce a monthly total nonfarm estimate based on sample data for the single total nonfarm level; this estimate would be based on actual sample data, with atypicals limited only to sample units with known strikes, return from strikes, and natural disasters.

· Second, develop industry estimates.

· Third, adjust or rake the industry estimates to the control total.  

BLS is proposing to conduct research into this last option.  They have already done some initial tests.  Their research will not only look at sum-of-State comparisons with national estimates, but also at how this proposed control would be of use to individual states.

Don suggested that the major atypicals should include more than just strikes and hurricanes; they should also include major new companies (births).  These large births might be incorporated based on the “births” list that states are supposed to send to BLS.

The new version of ACES, starting January 2003, will have a basic pure sample-based estimate (i.e. no analyst intervention) for all individual estimating cells.

This same raking process could be used within an MSA’s estimates, but it would not be used to rake MSA employment to the statewide total.

Members further discussed the issue of limiting analyst intervention.  This will be a substantial agenda item during the March 2003 meeting, during which the Council will attempt to develop principles to guide analyst intervention and documentation.  This issue should be a specific discussion at next year’s LMI Directors’ meeting, with the goal of sending the information to LMI Directors ahead of time.

Quarterly Publication of ES-202

Pat summarized BLS plans for release of quarterly ES-202 data.  First quarter 2002 national data was released on October 16; state data will be released on November 22.  In subsequent quarters, both data series will be released at the same time.

There is clearly a potential for this quarterly release to create questions for CES staff, as customers know that CES is benchmarked to ES-202.  

BLS and a few states issue advanced notice of their expected benchmark revisions.

BLS policy is that they will not answer customer questions about the 202 versus CES trends for states.  They will refer customers to the relevant state(s).

Pat distributed a handout titled New York State Comments About BLS Publication of Quarterly ES-202 Preliminary All-Industry Data by State.  This handout summarized a series of questions and concerns submitted by New York, followed by responses from BLS.  The first of New York’s concerns – the fact that CES and 202 may not match, coupled with a proposal to move to quarterly benchmarking – is of particular relevance to the CES Policy Council.

Members discussed the issue of quarterly benchmarking at length.  Problems associated with this concept include workload; unnecessarily large (and possible reversible) adjustments as each new quarter’s data becomes available; continuous revisions for CES data users; an implied change in focus of the program from measuring month-to-month change to measuring the level at a given time.  Don reminded the group of the research that he presented two years ago, demonstrating that quarterly benchmarking results in wild swings of revisions.

Some states, like Colorado, have released quarterly ES-202 for several years, and have never had any problems with customers.  Pennsylvania issues a quarterly news release with their ES-202 data.  Texas publishes preliminary quarterly ES-202 data, then revises it at the end of the year.  California does a similar thing, and UCLA uses the ES-202 data as a basic for its quarterly publication.

Pat pointed out that 202 data are not seasonally adjusted.

AGREEMENT:  Consensus of the Policy Council is that we are not interested in revisiting the idea of quarterly benchmarking in the foreseeable future.  Previous national and state entities have investigated this issue in recent years, and the reasons for not moving to quarterly benchmarking still stand.

The Council will discuss Quarterly ES-202 Releases again at the next meeting, primarily for an update on whether this new data release has caused any problems for CES staff.

Hours and Earnings – Transition to All Employee Basis

Pat distributed a handout titled Proposal for Expanding CES Hours and Earnings Coverage.  This summarizes Pat’s latest proposal for moving to an “all employee” basis for hours and earnings, following numerous meetings within BLS.

The changes would be:

· Expand coverage to all employees, rather than just production and non-supervisory workers.

· Expand to a total wage concept, including non-wage cash payments such as bonuses, irregular commissions, and stock options, in addition to regular earnings.

· Eliminate the women worker series.

Each of these changes has sub-issues and options.

Regarding the expansion to an all-employee scope, one option would be to keep the production worker series and add an all employee series.  A second option would be to discontinue the production worker series and replace it with an all employee series.

While movement to these changed definitions may conceptually be fairly simple, the details behind the changes are extremely complex – changes to CES survey forms; re-training of CES respondents; consideration of historical series and seasonal adjustment.  At the earliest, a complete move to new hours and earnings definitions could take place in 2006.

Between now and the next Policy Council meeting, Pat will produce an Executive Summary of her existing paper; Pat and Jack will discuss this with key BLS customers and with the new Commissioner.  The Policy Council will review the October paper, and will discuss this in more detail during the March meeting.

Economic Update – Is The Recession Over?

Members shared brief anecdotes on economic conditions in their states and the nation.  

· Illinois has seen increasing unemployment and declining employment for the last few months.  

· Connecticut hit bottom in December, saw some improvement, but as of September, is still hovering around that same low.  

· New York staff’s consensus is for less than one percent growth over the next six months.  Wall Street employment is bouncing back only slowly.  

· Pennsylvania had a mild recession.  CPS employment is hitting new highs; CES employment is down about 77,000, which is not a big drop.  Employment has not turned up.  Their dispersion index is hanging around 45, indicating that the majority of industries are still declining.  Manufacturing has shown some upticks recently.

· California’s economy is flat and has been for the last six months.  Business services is starting to show signs of recovery; local education has been pushing government employment up.  Manufacturing employment continues to be sluggish, with high tech being a major factor.  Unemployment rates in San Jose have almost doubled.

· Texas is similar to California, showing no growth at all.  Texas has been hit with hurricanes and flooding, in addition to economic problems.  Business services is slowly coming back up.  ES-202 March to March growth will be at a -1%.  Tourism employment is substantially down.

· Oregon employment bottomed out in March, showed encouraging growth in the second quarter, but has been essentially flat ever since.  Unemployment rates in metro areas are now equal to the rates in rural areas, a very unusual situation for the state.  The 
”peak-to-trough” employment trend shows that this recession is nowhere near the one of the early ‘80s, but more severe than the early ‘90s.  The early months of this recession bore an eerie resemblance to the one of the early ‘80s, but that is not expected to continue.

· At the national level, employment hit a trough in February.  Since then, there have been six months of modest gains.  But last month, employment was down 40,000, throwing a big question mark into what’s really happening.  Hours dropped in July, but that drop has since been made up.

Action Items, Next Steps, Etc.

Don brought up a training-related issue raised by Shirley Goetz.  Her request is that BLS would send trainers to individual states to train all staff, rather than each state having to send two or three staff to occasional training sessions.  BLS Regional staff noted that it’s not unusual for RO staff to go to individual states for exactly this purpose.  Sheila agreed to raise this issue during her post-Council conference call with Regional Offices.

Policy Council meetings in 2003 will be held in:

· Texas (Austin) … during the week of March 17.

· Oregon (Portland or ?) … during the week of July 21.

· South Carolina (location to be determined) … during the week of October 20. 

The Policy Council meeting adjourned at 11:50am.

Slater
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