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1.0
INTRODUCTION

This paper was commissioned by the Workforce Information Council (WIC) to identify gaps in the availability of accurate and timely descriptors of changes that occur in the workforce, workplace and employer-employee match components of a labor market information system.  More, and more accurate, descriptors of change can ensure that higher value is received from the labor market information system’s integration feature. 

The WIC’s motivation to seek this identification of gaps in today’s availability of descriptors of labor market changes is described in the Secretary of Labor’s Workforce Information System Plan for Federal Fiscal Years 2001-2005, Quality Information—Informed Choices: Advancing the Workforce Information System, October 2001.
Today’s workforce information system is built on strong data collection systems and standards that generate a variety of quality labor market data.  These and future data should be consistent with appropriate Bureau of Labor Statistics (BLS) standards and definitions, including publication and disclosure standards. (p. 5)

Several approaches will be explored for developing new information on new hires, separations, and job vacancies. Such information will improve our understanding of the continuous flow of workers into and out of the labor market and the dynamic processes of job creation and destruction. (p. 7)

A system of labor market information is defined in this paper to have four components:

1.  A workforce component
2. A workplace component 
3. An employer-employee match component
4. A labor market dynamics component
Labels are often assigned to each of the four components for ease of communication—such as supply, demand, wage, and change.  Unfortunately, these labels lack descriptive precision.  Labels can lower the quality of communication between those who collect, process and release labor market information, and the customers who receive and use this information.  Misunderstanding lowers the value of labor market information for decision-making.
  

2.0
ORGANIZATION OF THE PAPER


The phrase ‘labor market dynamics’ is explored next in Section 3 to ensure a common understanding of the scope of coverage in the remaining sections.  This is followed in Section 4 by a list of questions, some of which can be answered with more confidence if better descriptors of selected labor market changes are available and understood.  Having posed these questions, attention turns in Section 5 to sources of labor market flow information and related descriptors that are already available.  This is a necessary step because misalignment of questions and available descriptors of change reveals gaps.  These gaps are covered in Section 6.  Suggestions for next steps to be taken are presented in the concluding Section 7.

3.0
THE CONCEPT OF LABOR MARKET DYNAMICS

3.1
Labor Market Status, Change and Flow   

Figure 1
 presents a combination of labor market statuses, changes and flows.  This simplified picture is intended to help in understanding the definition of each of these three terms.  The three terms must be understood before turning to questions, available data, and gaps.
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Descriptors from the four components of a system of labor market information appear in Figure 1.  ‘Out of the Labor Force’ and ‘Unemployment’ are from the Workforce component
.  ‘Vacancies’ is from the Workplace component.  ‘HIRES’ is from the Employer-Employee Match component.  And ‘Job Loss’, ‘Quits’, ‘Job Creation’ and ‘Job Destruction’ are from the Labor Market Dynamics component.
3.1.1
Status Estimates

Each status estimate, such as the number of unemployed, employed or vacancies refers to a single reference date or specified time interval.  Each is a static descriptor, or snapshot.  Alone, a status estimate reveals nothing about the stability or instability of the state described.  Will this status remain unchanged for a specified length of time?  If not, when and how will it change? Will it converge toward a previously recorded state, or diverge to a new perhaps never previously recorded state?  

3.1.2
Change Estimates

Change estimates, such as an increase or decrease in the estimated number of vacancies, a change in the distribution of earnings, or a change in the employment size-class distribution of business entities in a particular North American Industry Classification System (NAICS) category, require at least two observations.  Each estimate of change requires a beginning and ending reference date or specified time interval. The modifier ‘at least’ is added to acknowledge the frequent release of sequential pairings of beginning and ending observations.  This reveals a profile of change over time.  The difference between an isolated estimate of change and repeated estimates over time will be important in the treatment of data gaps in Section 6.

3.1.3
Flow Estimates

Flow estimates, such as job creation/destruction and worker accession/separation, comprise a subset of descriptors of change.  Jobs are created and destroyed.  Workers are hired and sometimes separated for various reasons.  These changes can be described as flows over time. But occupational specifications change, as do wages, benefits, work-site locations, hiring requirements, and job-seeker expectations.  These are not described as flows.


When work-site locations change, jobs may be created or destroyed, and workers may be hired or separated.  Or, because jobs have been created or destroyed, or because workers cannot be hired or have quit, a work-site location change may result.  The cause-and-effect sequence can be in either direction—from flows to resulting changes, or from changes to resulting flows.  Different questions motivate the choice of causal starting point.    

3.2
When Is More Descriptive Detail Needed?

Figure 1 helps us to understand the possible, but not yet justified importance of having additional descriptors to accompany basic labor market flow estimates such as job creation/destruction or worker accession/separation.  Assume, for example, that we calculate the change in a particular status, such as ‘employed’, when base period and end period estimates are available. Knowing the net change between the beginning and ending dates, or time intervals, reveals nothing about the underlying gross flows of job creation and destruction.  Furthermore, we learn nothing from this estimate of change about the composition of this employment estimate.  How many workers appear in both the beginning and ending snapshots, how many entered employment between the beginning and ending observations, and how many exited from employment between these dates?  And, even if we can decompose a net change into mutually exclusive estimates of those who entered, those who stayed, and those who left, we may not know what the previous status was of those who entered and what the subsequent status was of those who left.  

The definitions of ‘entered’, ‘stayed’ and ‘left’ can be specified at different levels of detail.  Stayed in the same position with the same employer? Stayed with the same employer but at a different work-site in a new position? Stayed employed, but no longer full-time? Stayed employed, but had to move to do so? Stayed employed as an R.N., but left a hospital affiliation to accept a more lucrative home-care assignment?  Do these additional descriptors matter?  This question cannot be answered without knowing the intended use(s) of the descriptors.  


It should be apparent from Figure 1, and the issues raised in the last two paragraphs, the labor market dynamics component of the system of labor market information is the integrating component—it draws descriptors from each of the other three components (workplace, workforce, and employer-employee match) to describe change.  

What descriptors should be drawn from each component?  Do we know whether the descriptors sought can be found in these components?  The ‘what descriptors?’ question cannot be answered until customer requests we want to satisfy using these descriptors are posed in Section 4.  And the ‘can these descriptors be found?’ question cannot be answered until existing data sources are covered in Section 5. 


Figure 1 also helps in understanding how ‘layered’ and compartmentalized labor market descriptors can be.  A single static estimate of vacancies, for example, offers little insight of decision-making value.  Knowing the change in vacancies over a specified time interval adds value in some uses.  

How accurate does a vacancies estimate have to be?  This question cannot be answered without reference to a question—how accurate for what intended use?  Simply knowing the direction of change can be valuable, but confidence in knowing direction of change requires an understanding of sampling error estimates and other non-sampling sources and magnitudes of error.


Drilling down within an estimate of the change in number of vacancies over a reference interval adds value for some uses of the information.  Descriptors of change in vacancies by occupation, industry, location, and pay range have importance for some decision-making purposes.  Tracking of changes over multiple time periods adds value for some uses of the data.  

Each layer of descriptive detail that is added has cost, accuracy, disclosure and use-value implications.  Compromise is inevitable.


Basic choices have to be made, including:

· Frequency and timing of collection; how often and when should the information be collected?

· Complexity of definition; how much detail is needed to satisfy customer needs?

· Accuracy of the resulting estimates; how much precision is needed (more precision incurs higher cost)?

· What rules should govern access?

· How much should be invested in customer education to improve the odds of proper use?

Higher frequency of collection, greater complexity of definition, a higher threshold standard of accuracy and a larger investment in customer education result in higher cost.  More restrictive rules governing access can, but not must, limit value-added.  So, careful thought should be given to the questions that are considered important enough to be used in judging the adequacy of today’s descriptors of labor market change.  This is the subject matter of Section 4. 

4.0
QUESTIONS TO BE ANSWERED

The Secretary of Labor’s Workforce Information System Plan for Federal Fiscal Years 2001-2005 identifies seven categories of Workforce Information System customer—employers; current and future members of the labor force; elected officials and policy makers; program planners; education and training providers; intermediaries; and researchers.

4.1
The ‘Big Picture’ Questions


Three ‘big picture’ questions provide a starting point for thinking about who wants to know what about changes in labor market institutions, events and behaviors:

1. How many jobs with what quality attributes are available?

2. Are qualified candidates available to fill these jobs?

3. If not, what specific education, skills, experience and other attributes are needed to offer those who seek new employment a place in the pool of qualified candidates?

These questions focus on the workplace component, workforce component, and employer-employee match component of a system of labor market information, respectively.  The value of the labor market dynamics component can be traced to its integration of descriptors of change drawn from 

the other three components of the system of labor market information.

4.2
A Focus on Flows


Job and worker availability reflect many underlying dynamics:

· Job creation/destruction flow descriptors are sought to contribute to strategic decision-making by customers of the labor market information system.  For some decisions, accurate information about planned job creation/destruction is more valuable than after-the-fact historical information about these flows.  Unfortunately, the availability of such information is limited for proprietary reasons; and, of course, events do not always unfold ‘according to plan’.

· Worker accession/separation flow descriptors are sought to contribute to strategic decision-making by customers of the labor market information system.  Here, ‘where did s/he come from’ and ‘where did s/he go’ tracking information is valuable to customers.  Descriptors from the workforce, workplace, and employer-employee match components of the system of labor market information are needed to help us to understand why a change of labor market status occurs.  

4.3
Policy, Program, Transaction and Research Questions Often Differ


Three principles underlie government investment in a system of labor market information:

1. The information is believed to have sufficient value to justify collection and use, but the information would not be collected without government involvement.

2. The government has a responsibility to document the evolution of the Nation’s labor markets, if only for an accurate historical record.

3. The government needs labor market information to make ‘good’ public sector management decisions, while encouraging private sector decision-makers to make ‘better’ decisions than would be possible if the information was not available.

Rationales 1 and 3 are not mutually exclusive.  Employers and workers benefit from access to labor market information they would not ‘buy’ on their own.  There are many important nuances to this ‘make or buy’ decision that are not explored further here.

4.3.1
Policy and Program Questions


Policy and program questions that can be answered ‘better’ if accurate and timely labor market dynamics information is available include:

· Does the availability of an Individual Training Account (ITA) voucher make a difference in a trainee’s employment and earnings profile?  What eligibility criteria are optimal?  Do movers prosper, while stayers languish?  Who moves and who stays, and should stayers be assisted in becoming movers?

· Does the Job Service offer job seekers access to better jobs, or faster placement, than would happen if only private sector intermediaries existed? If so, which users of the service benefit most?  Who uses the Job Service, and why?  How does job creation/destruction and churning differ between the users and non-users of the Job Service?

· What are the distribution effects of a statutory minimum wage, or frequent changes of a minimum wage?  What are the impacts of spreading ‘living wage’ legislation at the municipal and county levels?

· How do Pell grants, and other sources of higher education financial aid affect worker access to better jobs, higher earnings, and easier mobility?  If and when there is a large private benefit, what share of the cost of continued education should be paid by the person who benefits?

· What should the Federal government role be in the funding of public high school career and technology education?  How might the recent Supreme Court decision affirming the constitutionality of vouchers affect the offering of high school career and technology education?

· How should TANF reauthorization reflect what is known about the employment and earnings profiles of current and former welfare recipients?  How does child care availability, quality and cost come into play in recipient decisions about job and continued education and training opportunities?

· How should the Federal government respond to widespread increases in job loss, such as occur in a recession, versus less pervasive job loss attributable to more isolated business decisions?  Who relocates to a new place offering more opportunity; and what are the correlates of observed mobility?

· What should the role of foreign temporary worker alliances be in our Nation’s overall response to labor market imbalances?  What are the distributive effects of the use of foreign temporary workers? 

· What changes in the employer-employee matching process would make a positive contribution to the Nation’s overall productivity and international competitiveness?  Do qualified workers move easily to the ‘best’ use of their capabilities?  Are public post-secondary institutions responsive to employer needs; and if not, why?

4.3.2
Transaction Questions


The role of labor market dynamics information for transaction use differs from what is needed to answer many policy and program questions.  Two important differences are:

1. The unit of observation required

2. The currency, or timeliness, of the information

Customers seeking labor market information for transaction use want answers to question such as:

· Where should I turn to find qualified candidates for employment while minimizing my investment in employee recruitment and screening costs?

· What actions should I take in anticipation of a planned work-site or product line closure?  Will my employees need help in finding another job?

· What compensation package should I offer when opening a new facility, so I will be able to hire a desired quality of employee and not expect to lose them to competitors after I invest in extensive on-the-job training?

· How might my ability to recruit and train employees be affected by state and local economic development policies, planned investments in transportation infrastructure, projected changes in the availability of affordable housing, and the strategic plans of local community colleges?

· Will I be able to find a job using my current qualifications and consistent with my interests if I move?  

· What next step in continued education should I take to protect myself from too high a risk of obsolescence in the Information Technology field?  I hear that ‘biotech’ is a hot sector; should I prepare to transition there; and, if so, what will I need to do to be marketable, and where will job opportunities be most plentiful in ‘biotech’?

· As the admissions director for a community college, I want to balance the interests and needs of entering students with the hiring preferences of local and regional employers; how can I do that?

· The data I have seen reveal a persistence of gender and racial disparities in hiring, retention, promotion and compensation practices nationally, so what should I say to my female and minority students about their future prospects if they enroll in and complete our Information Sciences program?

· As a new mayor, I want to make a ‘splash’ in successful promotion of employment opportunities for local residents, and I want results sooner rather than later.  Are there clusters of entry level job opportunities that have been overlooked until now?

4.3.3
Research Questions


Research questions fall into two categories:

1. Those that are posed by policy, program and transaction users.

2. Those that are selected by a researcher for intrinsic reasons, such as simple curiosity, data availability or expectation of fame and fortune.

The first category of questions has been covered in the previous two sub-sections.  The second category includes such questions as:

· Knowing that the relevance of narrow, rigid, vertical career ladders continues to fade, what can be said about the existence of detectable ‘paths’ that have been followed as workers have moved around on the Nation’s career wall (think of as a health club or other recreational facility climbing wall)? 

Who climbs following which paths?  Who ‘falls off’ the wall, and then what happens?  Who has approached the wall, but failed to succeed at the first step?  What paths offer more rapid vertical ascent, for whom?  What happens when next steps change, perhaps because of technology breakthroughs, new consumer preferences, or innovative personnel practices?  What are the rules for climbing?  Can one set their own pace or pause, or must steady movement be maintained?  What does observed non-movement on the wall mean, are these pairings of satisfied workers and employers?  Would each prefer to find a new partner, but does not know how to do this?  Is either denied an opportunity to switch? 

· What contributions to the Nation’s productivity can be attributed to person-specific human capital and employer-specific affiliation?  People of equal apparent qualification appear at different places along a continuum of earnings; why, and should anything be done because we know this?

· Who moves within the distribution of earnings over time, and why?

· What role do staffing agencies play in today’s labor market?  Who benefits from the availability of these services?  Who is harmed?

4.4
A Summary Statement about the Questions


The inventory of questions posed here is incomplete, but representative of policy and program questions, transactions use questions, and research questions that can be answered with more insight if accurate and timely labor market dynamics information is available.
  Again, accuracy and timeliness requirements should both be defined with respect to a particular intended use of the labor market dynamics information.  Descriptors of change are drawn from each of the other three components of a system of labor market information, and accuracy and timeliness attributes are associated with each descriptor.  The value-added of each descriptor then becomes dependent in part on the accuracy and timeliness attributes of this and the other descriptors when they are combined in a particular use.


It is difficult to assign weights to or rank these and other questions.  Policies have broad impacts, so incompleteness and inaccuracy of counsel drawn from labor market information sources can result in high loss-of-value; that is, unrealized value that would have accrued if better information had been available when a policy decision was made.  

Programs often have lesser impacts than policies, but labor market information may be given more importance in program management decisions than in the development of policies that reflect push and pull forces other than labor market considerations.  

Transactions uses of labor market information have limited impacts overall, but some of the predictable consequences of unfortunate decisions based on poor quality information are avoidable; information of unacceptable quality can be withheld if uninformed customer misuse would be anticipated if the information is released.


The questions posed here are representative of the range of wants and needs for labor market dynamics information.  What can be said about our current capacity to respond to these wants and needs?  This is the topic of Section 5.

5.0
CURRENT LABOR MARKET DYNAMICS INFORMATION

The WIC has described
 eight types of information about labor markets that comprise today’s labor market information system:

1. Labor market conditions data include “information on the overall structure and condition of the labor market, including its demographic composition, trends in employment and unemployment, labor turnover information, and information on labor market dynamics—the movement of people into and out of the labor force.”

2. Industry data “organize employment, wages, and other information by the type of production processes used.  Industry data also include information on job creation and destruction and the life cycle of business establishments.”

3. Occupational data “organize employment, wages, and other information by the type of work performed, and identify the skill requirements and other occupational characteristics of workers and jobs.”

4. Labor market projections “examine labor force, industry, and occupational trends, and provide a picture of future employment and job openings based on assumptions about economic growth.”

5. Business establishment lists “provide information about individual business establishments, such as name and address, industry, employment, and payroll.”

6. Current job vacancies “information identifies job openings for which employers are actively seeking workers.”

7. Data on individuals “include information on the employment, earnings, and other items for individual workers, information on individual job seekers contained in resume or applicant files, as well as program information on individuals in workforce training or other programs.”

8. Education and training resources “information identifies education and training institutions, programs and courses, information on access to and the quality of these training sources, and information on financial assistance.”

These eight categories mix descriptors from the workforce, workplace, employer-employee match, and labor market dynamics components of a system of labor market information. With regard to the fourth of these components, the integrating labor market dynamics component, a distinction has been made here between a class of descriptors of change, and a subset of this class of descriptors that has been labeled flows.  

The remainder of this section concentrates on flow descriptors for two reasons:

1. Federal, state, and sometimes even local investments have been made recently in more and better descriptors of job creation/destruction and worker accession/separation flows, and additional investment decisions are pending.  WIC members will participate in this decision-making process, and others who will be involved in these decisions will seek WIC member counsel.

2. The range of descriptors of change in labor market institutions and behaviors is enormous.  It is disingenuous to simply mention representative descriptors without accompanying assessments of quality and accessibility.

5.1
Sources of Labor Market Flows Information

5.1.1
The BLS Longitudinal Establishment Database (LDB) Program


Currently, there is one Federal source of job creation/destruction information with national coverage, open accessibility (consistent with BLS disclosure rules), and analytical use and support.  It is the Longitudinal Establishment Database (LDB) maintained by the Bureau of Labor Statistics.

The [LDB] can be used to generate high-quality, high-frequency, timely, and historically consistent information regarding not only job creation and job destruction, but also the life cycle of establishments.  The Bureau plans to publish quarterly and annual tables of job creation and job destruction statistics on the entire U.S. economy, by industry, by State, and by size and age of firm.

The BLS LDB program uses quarterly Covered Employment and Wages Program, ES-202, employment reports received from each of the States and territories.   Establishment-specific average employment totals for a selected month in each quarter are used to calculate the job creation/destruction flows.  Other descriptors, including the assigned NAICS designation and derived ‘life’ duration of an establishment, are used for analytical purposes.  

This new source of job creation/destruction information is expected to have many policy, program and research uses.  The LDB and priorities for release have not been designed to accommodate customer wants and needs for transactions and sub-State uses.  

Disclosure constraints and timeliness considerations are thought by some to be inconsistent with sufficient value-added potential to warrant release for limited transaction and sub-State applications.  Others counter that the value of knowing comparative job creation/destruction levels and trends by the described stratification criteria, however limited and uneven by sector and geographic reference, might still improve the quality of some personal and strategic sub-State investment decisions.  The BLS decision not to respond to these wants is treated as prima facie evidence that the benefit-cost calculus does not favor release at this level of detail, at least not from the BLS perspective.

The LDB job creation and job destruction statistics will be valuable to macroeconomic forecasters.  Linkage of these job flow statistics to the life cycle of business units will be of interest to economic development authorities and regulatory agencies.  Linkage to NAICS representation of industry activities will be important in international trade negotiations, regulatory advocacy or opposition, and responses given to appeals for direct subsidy and tax relief. 

5.1.2
The Census Bureau Longitudinal Employer-Household Dynamics (LEHD) Program

Another Federal source with 60 percent (and growing) national coverage, limited but expanding accessibility, and analytical use and support, is the Census Bureau’s Longitudinal Employer-Household Dynamics (LEHD) Program.  Eight States (CA, FL, IL, MD, MN, NC, PA and TX) have signed data sharing agreements with the Bureau and transferred historical files of ES-202 data elements and Unemployment Insurance Wage Records to the LEHD Program.  Negotiations continue with other States.  

Census Numident File (age and gender) demographics and sub-State (county and local workforce investment board) residential address detail are added to the information received from States.  This integrated file is then used to prepare worker accession/separation and employer job creation/destruction Employment Dynamics Estimates (EDE).  

Place of work (State employer identification number unit of analysis) GIS coding is paired with residence-based (Statistical Administrative Data Systems source within the Bureau) GIS coding of the flows.  The importance of this pairing is revisited in Section 6.

The LEHD Program staff members are required to honor two Bureau-specific rules:

1. Each use of files that include Census Bureau data sources must be consistent with and responsive to the Title 13 requirement that Bureau information can only be used to improve the quality of Bureau data collection processes or information obtained through these collection steps.

2. Census Bureau confidentiality specifications are rigorous and universal.  While the Bureau and BLS have similar non-disclosure policies, the ways in which the two agencies carry out these policies are agency-specific.  These two Federal agencies engage in routine and frequent interaction with each other, other Federal partners, international counterparts, and private sector providers of data security products and services.  The LEHD management team has to satisfy the confidentiality standards of the Bureau, other Federal agencies that provide unit-record data for EDE purposes, and each State that has provided data for LEHD Program use.  A State-specific Memorandum of Understanding (MOU) has been negotiated with each of the participating States.

Other descriptors are drawn from internal Census Bureau and other sources that permit linkage with selected business units-of-analysis.  The LEHD and BLS LDB staffs have partnered in a number of collaborative efforts to improve the quality of, and accessibility to their respective flow estimates.  Challenges addressed include:

· Business unit descriptors, which involve exploration of predecessor and successor ties, multi-establishment reporting issues, outsourcing of formerly internal activities (or vice versa), use of staffing agency and payroll processing services, and employment of independent contractors.  These impact employment size-class and industry designations, and worker accession/separation and job creation/destruction estimates.

· Development of new disclosure-proofing algorithms that will permit release of more detailed information about worker accessions/separations and job creation/destruction without heightened risk of disclosure.  One feature of this work involves the introduction of statistical ‘noise’ that has no effect on the distributional characteristics of the flows information.  This is currently a highly visible example of the need to pair investments in customer education with advances in technical capability.  

The Census Bureau decennial and American Community Survey (ACS) staffs struggle to make users of traditional long-form descriptors aware of sampling error and confidence intervals.  Likewise, there is now a new need to educate customers who will be using the flow estimates.

The next step in access to LEHD worker accession/separation and job creation/destruction estimates that can be stratified by selected descriptors, including age, gender, industry affiliation, place of work and place of residence, will occur in January 2003.  This is when each of the nine participating States will receive new estimates that reflect the latest technical refinements, updates and disclosure proofing achievements by the LEHD research team, working in partnership with the States and BLS.  This release is being designed explicitly for State labor market information units in State Employment Security Agencies (or the State-specific counterpart, such as the Labor Market Statistics unit in the Florida Agency for Workforce Innovation.)  These units, in turn, have Workforce Investment Act support responsibilities, as well as other Federal program and State and local economic development, transportation planning, housing authority, and other related responsibilities that will benefit from access to new labor market dynamics information.


Again, as was concluded with regard to the BLS LDB flow estimates, the LEHD flow estimates are designed for policy, program management and research uses, more than for immediate transactions use.  Macroeconomic forecasting models will be modified to use LEHD Program flow estimates.

5.1.3
The National Directory of New Hires


The Office of Child Support Enforcement in the Administration for Children and Families of the Federal Department of Health and Human Services manages an Expanded Federal Parent Locator Service.  The Service, in turn, maintains and uses a National Directory of New Hires.  

The National Directory of New Hires database contains biweekly updates of new hire information, and quarterly updates of UI wage record files, both submitted by employers who are covered by each State’s unemployment compensation law.  Until recently, access to this database was restricted to Federal and State authorities with an official interest in the identification of non-paying parents who have child support obligations.  Beginning in October 2001, access was opened to HHS staff members who are now responsible for the calculation of State-specific TANF High Performance Bonus performance indicator values.  In addition, researchers who have received Federal funds to engage in non-custodial parent employment and earnings research have been given access to this database on a case-by-case approval basis.


This database cannot be said to have current value as a general source of labor market dynamics information, except for the few authorized program and research uses described in the previous paragraph; exclusively to track the movement of selected non-custodial parents and some former recipients of temporary cash assistance.  However, interagency negotiations to change this policy have been underway for some time.

5.1.4
The Wage Records Interchange System (WRIS)


The National Association of Workforce Agencies (NASWA) hosts the Wage Record Interchange System (WRIS).
  Funding to date has been provided by the Employment and Training Administration (ETA) in the Department of Labor and by collection of a user-fee.  The funding formula has been under review and is expected to change.  


Currently, access to this database has been restricted to use for State calculation of WIA core indicators of performance that rely on UI wage record documentation of employment and earnings during specified year/quarter reference periods.  Again, as with the National Directory of New Hires, third parties including other Federal agencies, the States and some advocacy organizations continue to seek authorized access to the WRIS files for other purposes.  Particularly aggressive appeals have been made to permit satisfaction of other Federally mandated reporting requirements, such as Perkins III Core Indicator 3 reporting of placement events.

5.1.5
National Longitudinal Surveys


Each of the data sources described in the previous sub-sections relies heavily, and in most cases exclusively, on linkage of multiple sources of administrative records, which can be used, in principle, to calculate flow estimates.  


 The National Longitudinal Surveys (NLS) are maintained by the Center for Human Resources Research of The Ohio State University.  The methods used are “coordinated by” the Center and BLS.  The Census Bureau is responsible for sample selection, data collection in the field, and data editing for the original cohorts that have been continued.  The National Opinion Research Center at the University of Chicago is responsible for these activities for the Youth cohort that was added in 1997.


The generic strengths and weaknesses of survey-based labor market information are too complex to cover here.  But, two aspects of the NLS data are of particular importance with respect to the labor market dynamics component of the system of labor market information:

1. Longitudinal coverage of changes in employment affiliations with related descriptors that are not typically available from administrative data sources is a distinct strength that has been exploited by a still growing roster of researchers.

2. Continuity of funding has been a struggle, and data collection for several of the original cohorts was terminated or interrupted.  The uncertainty associated with funding decisions and the actual cessation of data collection result in loss of potential value.

Sustained commitment to expensive survey-based data collection can be unstable.  Needs for information change as social and political priorities move on to new issues.  Promised future value is difficult to ‘sell’ to those who are judged by short-term performance indicators alone.  Political election and appointment cycles; required annual, or more frequent, transmittal of core measures of performance; and inability to affirm investment decisions with reliable evidence of an attractive net return on investment create limited enthusiasm for the level of funding that is necessary to begin and sustain survey-based data collection.  Potential interest can plummet when serious consideration is given to potential magnitudes of sampling error if the dollar commitment is too small to narrow the confidence intervals.

5.1.6
Summary Observations about the BLS LDB, Census LEHD, National Directory of New Hires, WRIS, and NLS Data Sources


A common feature of the data sources covered up to this point is that none are event triggered.
  Each involves regular periodic collection using stable definitions.  Each is truly longitudinal; repeated observations are recorded for a particular observation unit.

5.1.7
Other Event Triggered, Infrequent, and State-Specific Data Sources


The BLS Mass Layoff Statistics (MLS) Program
 and Worker Adjustment and Retraining Notification (WARN) Notices exemplify data sources that are explicitly event-triggered.  Information is collected only when a designated event happens.  These, and biennial Current Population Survey (CPS) dislocated worker supplements, have been covered in a previous Workforce Information Council report
, so coverage is not repeated here.  State-specific data collection and release activities
, including the Longitudinal Linked Database (LLD), job vacancy surveys, and America's Labor Market Information System (ALMIS) Database program are also covered in other readily available documents.
 

5.2
The One Way Gate to Statistical Use of Labor Market Information

An important attribute of the administrative data sources covered here warrants another reminder before moving on to a description of gaps.  Individuals and database ‘owners’ are assured that under no circumstance will confidential administrative records be used for third-party enforcement purposes.  Once conveyed from original administrative control through a one way irrevocable ‘gate’ to statistical control and use, no action is permissible against an individual or business entity based on the information contained in these records. 

There is one exception to the general statement made in the previous paragraph.  The National Directory of New Hires is intended to satisfy a transactions need for labor market dynamics information—has a non-paying parent with child support obligations appeared as a new hire recently enough that enforcement action can be taken?

5.3
Do We Know Enough to Identify Gaps in the Availability of Labor Market Dynamics Information?


This treatment of sources of labor market flow information is sufficient to begin the identification of gaps in our capacity to respond to some customer questions.  Again, only the subset of flow information within the larger class of labor market change descriptors has been addressed.  

Two complementary Federal data collection programs have been described: the BLS LDB Program and the Census Bureau LEHD Program.  Each uses State Covered Employment and Wages Program, ES-202, data.  From there, the two programs diverge in the other descriptors that each draws upon, and their respective customer focus.


State investments in employment dynamics estimates have been given little coverage here.  Many are new, others have been described as pilot initiatives that may or may not continue, and still others have already ended.

Non-coverage here is not intended to convey a message that State-specific innovations are thought to offer little value in responding to customer interest in labor market dynamics.  In fact, an opposite conclusion is intended. States are closest to many customers who want better information about labor market changes.  The timing and content of State responses to these wants has been acknowledged and judged satisfactory, or better, by customers for at least a quarter century.  California and Nevada, for example, conducted pilot phases of an Employment Service Potential Project in the 1970s, based on labor market flow information drawn from each agency’s Covered Employment and Wages Program records.
 


So, where are the gaps in today's capacity to respond to customer ‘needs’ for better information about labor market change?  This topic is covered in Section 6.

6.0
THE GAPS

6.1
A Review of Labor Market Statuses, Changes and Flows


The identification of gaps in today's availability of information about labor market dynamics has been narrowed to a practical scope by focusing on worker accession and separation flows and job creation and destruction flows.  The enormous number of descriptors of other changes that trigger and reflect these flows has been defined as beyond the scope of coverage here.

WIC members, and others, should begin from a common starting point to answer three questions:

1. Why does this gap exist in our current inventory of descriptors of labor market change; why isn’t the information already collected?

2. Contingent upon the answer to the ‘why’ question, should action be taken now to address this gap? 

3. If so, who should take what action(s)?


The treatment of gaps begins with a return to Figure 1, which is repeated below.
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Arrows in Figure 1 link five flows to four stocks.
  The four statuses are:

1. Employment

2. Unemployment

3. Vacancies

4. Out of the labor force

The five flows are:

1. Hires

2. Job creation

3. Job destruction

4. Job loss

5. Quits

The identification of gaps is developed through a systematic examination of some of these flows.  A direct link back to the representative customer questions posed in Section 4 requires further consideration of:

· The timing or refreshment schedules for estimation of the status, or stock, magnitudes.

· Coverage of the status estimates.

· Sources and magnitudes of sampling and non-sampling error.

· Scope of linkage capacities to other descriptors that do not appear in Figure 1, such as wages, benefits, occupation, industry, location, demographics, and business characteristics and transactions.

· Access rules.

Each of the five flows describes a change in one or more of the four statuses.  The arrows in Figure 1 show which flows are linked to what statuses.  The direction of each arrowhead indicates whether a particular flow increases or decreases a reference status.  All descriptors of labor market change have three common features--a definition; a base period reference date/interval; and an end period reference date/interval (see Appendix).

Selected status labels appear in Figure 1, such as available supply attached to 'unemployment', available demand attached to 'vacancies', and paired supply and demand attached to 'employment'.  These labels are consistent with BLS definitions, which is a criterion established by the Workforce Information Council for setting priorities to respond to gaps identified in today's workforce information system.

The status labels mean, for example, that a person who is employed is not counted in available supply.  This does not mean that all employees are assumed to lack interest in a possible change of employer affiliation.  Instead, the statuses shown in Figure 1 are defined to be mutually exclusive. A person is employed, unemployed, or out of the labor force, as defined by BLS.  A position is occupied by an incumbent employee and included in employment, or not filled and included in vacancies.

The supply and demand labels attached to the flow labeled hires in Figure 1 should be thought of as contingent flows that occur only when a hiring transaction happens.  Together, they indicate that more than one possible path can achieve a successful pairing of a job seeking aspirant and an employer.  Before moving into an examination of selected flows that appear in Figure 1, two of these paths require further explanation, given the definitions of available supply and available demand that appear above.  

Figure 1 includes an arrow from 'out of the labor force' directly to the dashed box labeled supply, which is attached to the flow labeled hires.  This allows for the practical possibility that a person who does not satisfy the BLS definitions of 'employed' or 'unemployed', which together comprise the labor force, can be hired and then designated 'employed' without ever being defined as included in available supply, as that term has been defined.  The same logic applies to the arrow in Figure 1 from 'job creation' directly to the dashed box labeled demand, which also is attached to the flow labeled hires.  A position can be created for and filled by a chosen candidate without a 'vacancy' denoting available demand occurring.  

The two flows, from 'out of the labor force' to supply and from 'job creation' to demand, include a common characteristic that is important in thinking about gaps in today's measurement of labor market dynamics--these flows happen only when the types of hire transaction described in the previous paragraph occur.  If these transactions occur often or are concentrated in particular sectors the adequacy of the definitions of available supply and available demand could be questioned.  Unfortunately, no reliable estimate of the incidence of either of these flows is available.   

6.1.1
The Flows



Coverage of selected flows represented in Figure 1 begins with the status of 'employment'.  Employment was defined earlier as 'paired supply and demand'.  This means that each pairing of a person and a position is treated as 'employment'.  A person can hold more than one position at the same time.  A position can be shared by more than one person.  So, this definition does not result in an unduplicated count.  The count of filled positions, without reference to the possibility of multiple incumbents, can be lower than the number of position-incumbent pairings that have been defined here as 'employment'.  And, the count of employed persons, without reference to the possibility of multiple jobs held, can be lower than the number of position-incumbent pairings. 'Employment', as it has been defined here, can increase only through hire transactions and decline only through some combination of quits and other job losses.  The count of position-incumbent pairings remains unchanged if a person quits or loses one job, but then is hired in another job without satisfying the criteria to be defined as unemployed or out of the labor force.


Person (supply) and position (demand) flows accompany each change in employment
:

· Declines in employment triggered by an increase in the flows of quits and other job losses result in flows of the former job holders into unemployment or out of the labor force status, and simultaneous flows of the position into vacancy status or job destruction.  Later, contingent upon many factors, those who first flowed into unemployment may subsequently flow into out of the labor force status; and positions that were temporarily retained as vacancies may subsequently be destroyed if not filled.

· Increases in employment result from a flow of hires that draws upon existing vacancies and newly created jobs (positions) and the unemployed and not in the labor force (people).

Four of the flows that appear in Figure 1 are multi-stage flows that result in a rise or fall of employment:

1. Job creation through hires selecting from unemployment or out of the labor force status increases employment.

2. Job creation through vacancies and then through hires selecting from unemployment or out of the labor force status increases employment.

3. Quits cause employment to fall, increase unemployment or out of the labor force status, and increase vacancies or job destruction.

4. Other job losses cause employment to fall, increase unemployment or out of the labor force status, and increase vacancies or job destruction.

In other words, some supply flows and demand flows converge in the employer-employee match component of an integrated system of labor market information.  What do we know about these gross flows today; and what gaps are revealed? 


6.1.1.1 Job Creation Flows


The BLS Longitudinal Establishment Database (LDB) Program and the Census Bureau Longitudinal Employer-Household Dynamics (LEHD) Program have prepared historical series of quarterly job creation estimates, but these differ from the job creation flow definition adopted in Figure 1.  Here, a job can be created, but not immediately filled.  Some created jobs first appear as vacancies, and then, if filled, are transformed through the flow of hires into an increase in employment.  

The BLS LDB and Census Bureau LEHD programs estimate job creation through quarter-to-quarter comparisons of employment levels, paired supply and demand, using Covered Employment and Wages Program, ES-202, records.  The vacancy component of job creation is not linked to these estimates.

An inability to join estimates of successfully filled new jobs with estimates of not yet filled jobs is a gap that warrants further attention.  States that have partnered with BLS to design and field test a new job vacancy survey instrument have taken a first recent step to develop a capacity to join the filled and not yet filled components of job creation.  Keeping disclosure restrictions in mind, these State Labor Market Information units have, or will soon have, some ability to analyze ES-202 and Job Vacancy Survey data together.

But vacancies are perishable.  Before responding to today's failure to link the filled and not yet filled components of the job creation flow, more attention should be given to the sources of change in the stock of vacancies and how these flows influence the perishable nature of vacancies.  


Job creation flows are one, but not the only source of change in the stock of vacancies.  Quits and other job loss flows can, but not must, increase the stock of vacancies.  Job creation cannot be separated into filled and not yet filled components without knowing the origins of changes in the stock of vacancies.  Quits and job losses are the other two possibilities.

6.1.1.2 Quits and Other Job Loss Flows

The difficulty of defining quits and other job losses in a way that is conducive to routine data collection is well known and not described further here.  If a WARN Notice is released that results in some quits, followed by some layoffs, then followed by final layoffs of essential personnel who were retained by offering attractive terms to stay, what implications does this have for understanding and using flow information?

Immediate interest in the quit and other job loss flows is to determine whether the magnitude of quits and other job loss flows can be estimated in a way that helps to isolate the contribution of the job creation flow to an increase in the stock of vacancies.  


Today, very limited information pertinent to a distinction between quits and other job losses is available.  The BLS Mass Layoff Statistics Program collects event-triggered information about selected other job loss flows.  Available estimates of quits are based on ad hoc self-reported survey sources.  Can job destruction flow estimates help to sort out the quit and other job loss flows?

6.1.1.3 Job Destruction Flows


Job destruction is the mirror image of job creation.  State LMI units, the BLS LDB Program, and the Census Bureau LEHD Program, estimate the quarter to quarter flow of job destruction by comparing beginning quarter and end quarter employment figures.  Such estimates constitute only the estimated change in the number of filled jobs.  But job destruction, as it is defined in Figure 1, includes vacancies that are cancelled without being filled.  

Adoption of the definitions associated with Figure 1 means that a job can be created, temporarily exist as a vacancy, and then be destroyed without ever having been filled.  Flows through such a closed loop, which never appear in the BLS LDB or Census Bureau LEHD databases, exemplify today's inability to respond to what are often described as urgent transaction needs for better labor market information.  What causal forces result in the closed loop flow from job creation through vacancies to job destruction?  What, if anything, should be done about such situations?

The destruction of previously filled jobs, a decline of employment, can result from flows of quits or other job losses that are never transformed into a vacancy.  When an employee quits there is an opportunity to eliminate the previously occupied position.  An employee may be terminated with an intention to eliminate the position.

6.1.2
Conclusions Reached About Current Gaps in Labor Market Flow Estimates, From-To Paths Associated with These Flows, and Links to Other Descriptors


The following conclusions have been reached about worker accession and separation flows, and job creation and job destruction flows, as these are defined, estimated and released today:

6.1.2.1 State Labor Market Information Units

· State LMI units typically have a capacity to prepare and release basic worker hire and separation flow estimates using quarterly Covered Employment and Wages Program data linked with their own State's UI wage records collected at the same time.  Job creation and destruction estimates can be prepared using the Covered Employment and Wages Program data alone.  Federal funds are not earmarked for this purpose.  The availability of other funds for routine estimation of these flows varies among the States and over time within each State. 

· The use-value of State labor market flow estimates is limited by coverage definitions and non-sampling error.  Non-coverage of employees who are defined as independent contractors and employer non-compliance with reporting requirements diminish use-value in some cases.

· Minnesota is the only State that requires reporting of quarterly UI wage record information by employing establishment.  Other States are unable to carry out routine address coding of work-site locations for individual employees who are employed by businesses with more than one location in the State.  A State's current inability to assign an accurate work-site address to each covered employee, combined with a general inability to link a work-site address with an employee's residential address, remains a fundamental barrier to gaining more value from wider responsiveness to customer requests for location-specific labor market information.

· State labor market flow estimates can, in principle, be prepared and released on a 'flash', or preliminary, basis approximately six months following the end of the most recent reference quarter used to calculate the flow estimates.  Policy, program, transactions and research needs requiring a shorter time horizon for data availability cannot be satisfied.  Subsequent corrections that reflect late reporting, amended reports and routine editing would change these 'flash' estimates and perhaps lower use-value in some cases.  State LMI units have long, and sometimes painful, experience in the public relations aspects of releasing revised estimates.

6.1.2.2 The BLS LDB and Census Bureau LEHD Programs

· The BLS LDB Program and Census Bureau LEHD Program gain access to the State Covered Employment and Wages Program records according to established schedules.  This enables each to prepare job creation and job destruction estimates using uniform definitions, editing specifications and presentation formats for covered States.  Again, the BLS LDB Program offers coverage of all States, while the Census Bureau LEHD Program has negotiated data sharing agreements with nine States (others are in varying stages of negotiation).

· The Census Bureau LEHD Program also receives UI wage records from its affiliated States.  So, the LEHD Program, like the individual States, has a capacity to prepare worker accession and separation estimates.  The BLS LDB Program does not share this capacity.

· Currently, State, BLS LDB Program, and Census Bureau LEHD Program capacities differ in their respective abilities to link job creation and destruction flow estimates with accurate descriptors of business establishment, ownership unit and establishment locations.  This creates a potential for customer confusion and unintentional misuse of released information.

· The BLS LDB Program has placed highest priority on a regular release schedule for national and State estimates of job creation and destruction flows, and supporting analytical attention to associated descriptors including NAICS category, establishment life cycle stages, and employment size class.

· The Census Bureau LEHD Program has placed highest priority on simultaneous regular release of both job creation/destruction flows and worker accession/separation flows at State and sub-State levels.  Each of the four flows is linked to descriptors that add value in some State and sub-State uses.  These include demographics and residential location in the case of worker flows, and indicators of business activity in the case of job flows.

6.1.2.3 The Confederation of State LMI Units, the BLS LDB Program, and the Census Bureau LEHD Program

· Since the turn-of-the-21st Century, working together, the State LMI units, BLS LDB Program and Census Bureau LEHD Program have made a quantum leap forward that promises routine future public access to national, State and sub-State estimates of job creation and job destruction flows and worker accession and separation flows.  A mission has been identified by each of the partners that complements what the other partners are doing.  Sometimes, particularly among the States that are affiliated with the Census Bureau LEHD Program, strategic decisions have been made to pursue joint missions by working together on specific aspects of worker and job flow estimation.

· Today, worker separation flows usually cannot be separated into quit and other job loss component flows that are of interest to some labor market information customers.  And, the job creation and job destruction flows cannot be linked with job vacancy information in a way that would allow these flows to be separated into filled and not yet filled components, which again would be of interest to some labor market information customers.

6.2
Connecting Gaps with Questions


Pages 7 through 10 in Section 4 posed representative questions organized into 'policy and program', 'transactions' and 'research' categories.  The relevance of data gaps should be judged on the basis of links to these questions.


Figure 1, coupled with an understanding of other descriptors that can be linked with these stocks and flows, allows each reader to decide whether and how well a particular question from Section 4, or any question of one's own choosing, can be answered today using available labor market information.

6.3
Examples to Serve as a Reader's Guide


Two of the policy questions posed on page 7 in Section 4 are:

How should the Federal government respond to widespread increases in job loss, such as occur in a recession, versus less pervasive job loss attributable to more isolated business decisions?  Who relocates to a new place offering more opportunity; and what are the correlates of observed mobility?


Figure 1 helps us to understand that adequate responses to these policy questions require the following types of labor market information:

· Dated establishment-specific worker separation events, ideally distinguishing between quits and other reasons for job loss.

· Dated establishment-specific worker accession events.

· Dated establishment-specific job destruction and job creation flows that can be linked with the dated worker separation and accession event data.

· Accurate work-site and dated residential address information that can be linked with the dated worker separation and accession event data.

· Longitudinal earnings profiles linked with the dated worker separation and accession event data.

· Basic demographic and other attribute information, such as educational attainment, that can be linked with the dated worker separation and accession event data.

There is a common characteristic of most of the data elements described in the bullets listed above--all, except educational attainment, are available today in the partnership established between Minnesota and the Census Bureau LEHD Program.  Other States lack only the accurate work-site data element.


Many other descriptors that would be expected to be sought for estimating the personal and social impacts of different types of job loss are available sometimes in some States, but not uniformly at all times in all States.  These include:

· Program participation and activities data elements, such as are required for providers receiving Workforce Investment Act, TANF and Perkins III funds.

· Job Service transaction and UI claims data.

A national capability to investigate policy issues such as these is necessary because nationwide worker mobility descriptors and location-specific job destruction and job creation estimates are needed to determine when mass layoffs have different impacts than the same number of worker separations spread across multiple businesses or locations.  What impact estimates might be used in deciding when and how to respond?  


A second example of a related series of questions that are intended to serve as a reader's guide to the use of Figure 1 in conjunction with customer questions to determine what data are needed is:

Knowing that the relevance of narrow, rigid, vertical career ladders continues to fade, what can be said about the existence of detectable 'paths' that have been followed as workers have moved around on the Nation's career wall (think of as a health club or other recreational facility climbing wall)?  Who climbs following which paths?  Who 'falls off' the wall, and then what happens?  Who has approached the wall, but failed to succeed at the first step?  What paths offer more rapid vertical ascent, for whom?  What happens when next steps change, perhaps because of technology breakthroughs, new consumer preferences, or innovative personnel practices?  What are the rules for climbing?  Can one set their own pace or pause, or must steady movement be maintained?  What does observed non-movement on the wall mean, are these pairings of satisfied workers and employers?  


Again, individual State Labor Market Information units, using Covered Employment and Wages Program data linked with their own State's UI wage records can begin to map detectable paths followed over time on the career wall.  But the available descriptors for doing so are severely limited, which translates into low use-value for many customers.  Ascent might be defined using reported earnings, perhaps reported as an annual earnings amount.  Many interpretive challenges would have to be addressed.  NAICS designations could be added to investigate whether and how increased earnings is associated with inter-industry mobility.  


When one thinks seriously about customer interests in climbing paths, a single State's access to reported earnings and NAICS information alone is unsatisfactory.  Inter-State mobility considerations are important.  Demographics are important.  Business activity descriptors and establishment-specific descriptors are important.  Again, the partnership forged by Minnesota and the Census Bureau LEHD Program exemplifies what is possible.  In addition to the unique establishment-specific address information that is available, Minnesota also collects hours of work information that has some value in this use.

But, 'populating' the climbing wall with descriptors such as those mentioned above, all of which are available from administrative records, still falls short of what most customers seek--occupational information.  Most people define career in occupational terms.  Career advancement is usually described in paired reference to occupational stepping stones and associated earnings progress.


A valid and reliable descriptor of occupation is thought by many observers to be the most important gap in our understanding of labor market flows.  Refreshment of the O*NET database, frequent refinement of Occupational Employment Survey instruments and field data collection practices, and an extraordinary number of uncoordinated investments in local data collection to identify alleged 'shortages', illustrate the importance that is given to this descriptor.


Substantial room remains to identify new ways to collect better information about predictable work activity stepping stones, and dead-ends, that can help first-time entrants, the currently employed, reentrants and those who are only thinking about reentry decide whether and how to proceed.
 

6.4
Lesson Drawn from These Examples


These examples showing how to link the flows appearing in Figure 1 with representative customer questions lead to an inevitable conclusion--a particular flow estimate gains value in most cases only when it is linked with other data sources and reliable descriptors found there.  

The gain in value is use specific.  The precision needed is also specific to each use.  Disclosure rules can be a challenge, and in some cases a permanent barrier to gaining access to the information needed to answer a question.

7.0
NEXT STEPS


This paper has defined a Labor Market Dynamics component of an integrated system of labor market information.  Figure 1 on page 2 (and repeated on page 19) provides a simplified overview of the flows that comprise this component and how these interact and affect employment, unemployment and vacancy stocks.  Section 4 has posed representative questions that can be answered, or answered better, when labor market flow information is available.  This availability has been examined in Section 5.  Section 6 has described selected gaps and presented examples of how to use Figure 1 to think through what may be missing in an attempt to answer any policy, program, transaction or research question.


Two recommendations are offered for WIC member action:

1. 'Click on' links to stock and flow data sources and documentation should be added to achieve a refreshable web-site capability to accurately describe available access to worker accession/separation and job creation/destruction flow estimates and linked descriptors.  This action recommendation assumes that WIC members agree that the upper portion of Figure 1 is a useful conceptual representation of the labor market dynamics component of an integrated system of labor market information.  Refinements may be needed before the development of 'click on' links begins.

2. New customer education priorities should be set that address labor market dynamics topics, as these relate to current capabilities to respond to customer requests for information about labor market flows and related descriptors.  

The WIC's recently released Local Data Needs Final Report reminds those of us who have studied labor market information issues for many years that little has changed; today's customer priorities are basically the same as customer priorities in the last four decades of the 20th Century.  So, why haven't these wants and needs been satisfied by now?  There are good reasons why today's integrated labor market information system is not responsive to some needs.  A modest investment in explaining this non-responsiveness to customers, and to Congress and other elected officials and their appointees, should offer an attractive return-on-investment in two ways.  Fewer complaints should be expressed that "you can never get what you want from those people".  And more frequent appreciation should be expressed for what can be said with statistical confidence and comfort. 

APPENDIX

COMMON CHARACTERISTICS OF

LABOR MARKET DESCRIPTORS
All descriptors of labor market change have three common features:

1. A definition, such as vacancy, employment and occupation.

2. A base period reference date, or time interval, such as ‘the week containing the 12th day of the month’, ‘today’s date’ or ‘the last 12 months’.

3. An end period reference date, or time interval.

The Definition of a Descriptor

The definition of a descriptor is important because this affects descriptive accuracy, feasibility of collection and release, the likelihood of proper use, and the value-added associated with a particular use.

· Accuracy  

Accuracy criteria should, in principle, be specified for each proposed use of a descriptor. The importance of sampling error and non-sampling error differs among uses of descriptors of labor market change.  

Two sources of non-sampling error are (1) ambiguity, or imprecision, of definition; and (2) modification of a definition between the base period and end period reference points.  Program performance measurement systems, such as the Workforce Investment Act (WIA), Temporary Assistance for Needy Families (TANF), and Perkins III, contain both types of non-sampling error.

· Feasibility of Collection  

It is usually more difficult and costly to collect information that satisfies a rigorous precision standard than to accept a less demanding specification.  Successful action on a preliminary decision to collect a particular type of labor market information often requires compromise of the descriptive accuracy that will be sought.  

· Permissibility of Release 

A high threshold standard of accuracy may conflict with confidentiality requirements that apply to a particular descriptor of labor market change.  If so, the rules of permissible release can be a barrier to achieving a desired standard of accuracy.  This barrier can then impact not only the descriptor in question, but also other descriptors whose use-value depends on access to the descriptor in question.

· Proper Use  

Disclosure rules can limit the achievable accuracy of a descriptor of change.  If the descriptor is then released with less descriptive detail there is a heightened risk of improper use.  A decision must be made—is collection and release of some information always better than terminating the collection activity because of the disclosure barrier?  Obviously not, but it is difficult to specify general-purpose criteria for deciding when to proceed and when to stop.  Facile criteria, such as “proceed if the expected benefit outweighs the expected cost”, are not helpful.  We usually do not know enough to calculate these values.  Instead, we sometimes infer the positive or negative sign and magnitude of this hypothetical calculation after the decision is made based on other criteria.

Improper use of a descriptor that falls short of what is needed for decision-making can lower the value-added of the descriptor of change in that use.  Here, what is ‘needed’ is not synonymous with what is sought.  Frequently, the loss-of-value associated with a lower level of definitional precision is not known.  It may be large and unacceptable if known, or it may be small and not matter.  No one knows what the hypothetical, unobserved, higher value would have been.  At the same time, the added cost of seeking a higher level of precision is often ignored, particularly when the requester of the higher level of precision does not expect to incur this cost.  A requester incurs no harm by asking for more.

Base Period Reference

The base period reference date, or time interval, is important because this choice can affect the magnitude of change observed.  In addition, care should be exercised in deciding whether a point-in-time or time-interval definition is appropriate for an intended use of a descriptor of labor market change.

End Period Reference


The end period reference date, or time interval, is important too.  The elapsed time between the base period and end period recording of information affects whether a change is detected, the magnitude of a detected change, and the value of this descriptor of labor market change for an intended use of the information.  

Continuity 

Continuity of the base period and end period definitions is usually of critical importance for proper customer understanding and use.  This issue is of particular importance when administrative data sources are involved.  Administrative data are collected for an original administrative purpose.  Use of these data for statistical purposes is usually not considered in decisions of whether and when to change descriptor definitions or collection specifications.

Tradeoff Implications

The tradeoffs among accuracy, feasibility of collection and release, proper use, and the value-added associated with a particular use, described in the previous paragraphs, must be understood and considered in decisions about whether today’s data gaps matter; and, if so, how to respond to this conclusion.  Choices must be made because of this interplay.  

ENDNOTES

1 See: National Association of State Workforce Agencies (2002), Local Data Needs Work Group Final Report, April, available at: www.naswa.org/articles/template.cfm?results_art_filename=ldnwgfnlrpt.htm.

2 Adapted from Hoyt Bleakley and Jeffrey C. Fuhrer (1997).  Shifts in the Beveridge Curve, Job Matching, and Labor Market Dynamics. New England Economic Review. Boston, MA: Federal Reserve Bank of Boston, September/October, p. 7. Available at: www.bos.frb.org/economic/neer/neer1997/neer597a.htm.

3 Defining the workforce component to include unemployment and out of the labor force statuses may be confusing to those who treat workforce and labor force as the same concept.  However, it is important to recognize the relevance of flows from and into the status designated out of the labor force in responding to many customer requests for labor market information.  This status includes both domestic and foreign individuals who comprise a reservoir of currently untapped productive potential. 

4 Also see: Workforce Information Council (2002).  Local Data Needs Final Report, available from the naswa website identified in endnote 1 above; and Workforce Information Council (2000). Needs and Alternatives for Plant Closing and Layoff Statistics.  March 22, 2000, available at www.workforceinfocouncil.org/Documents/Final%20Report.pdf (each of three appendices is a separate document available at this site).

5 (www.workforceinfocouncil.org/syscontent.htm)


6 Pivitz, T.R., Searson, M.A. and Spletzer, J.R. (2001).  Measuring job and establishment flows with BLS longitudinal microdata.  Monthly Labor Review, April 2001, p. 19.

7 Information about the LEHD Program is available by contacting the Program manager, Ronald C. Prevost, at ronald.c.prevost@census.gov.
8 Information about the current status of the WRIS is available at www.naswa.org. Click on ‘WRIS Watch’.

9 Information is available at www.bls.gov/nls/home.htm. Also see U.S. Department of Labor (1997). Chapter 7: National Longitudinal Surveys. BLS Handbook of Methods, Bulletin 2490.  Washington, D.C.: Bureau of Labor Statistics, April, pp. 50-56. 

10 The National Directory of New Hires includes both a periodic not event triggered longitudinal file (State UI wage records) and an event-triggered longitudinal file (State New Hires Registry information).  In one sense, each of the databases that has been defined here as not event triggered could be considered to be event triggered—a UI wage record is submitted only when a covered employee has reportable earnings; ES-202 employment figures are reported only when there is some non-zero level of employment; and survey-based employment and earnings information is obtained only when the activities of interest have occurred.  The meaning here is intended to distinguish between regular periodic collection of information that can be used to derive flow estimates, and collection of information that is contingent upon a particular event, such as a layoff or reduction in force exceeding a certain level.

11 Information available at www.bls.gov/mls.

12 Information available at www.bls.gov/cps.

13 The Proceedings of an April 30-May 1, 2002 Symposium on LMI Applications of Wage Records for Workforce Investment will be available at the Labor Market Information Institute web-site, www.lmi-net.org.  Some examples of worker and job flow estimates are included in these Proceedings.  The ALMIS Distributed Access Method (ADAM) demonstration project is described at the same web site.

14 As endnote 3 above indicates, the Needs and Alternatives for Plant Closing and Layoff Statistics report cited there includes three appendices, each of which is available at the www.workforceinfocouncil.org web-site as a separate document.  Appendix 1 is titled Detailed Review of Existing Sources of Plant Closing and Layoff Data (23 pp.).  Anyone interested in these event-triggered data sources should begin by reading this Appendix 1 document.

15 See:  Hanna, J.S. (1976). Progress Report: Employment Service Potential Project. Carson City, NV: Nevada Employment Security Department, 14 pp.; and Siebert, G.A. (1976). Progress Report on the Employment Service Potential Project. Sacramento, CA: California Department of Employment Development, Employment Data and Research Division, 71 pp. + appendix and tables.

16 One of the 16 arrows actually links one flow, 'job creation', to another flow, 'HIRES'.  This is explained later in Section 6.

17 Remember that previously described flows from employment because of quits and other job losses, through hires, and back into employment without passing through another defined status have no effect on the aggregate employment level, as it has been defined here.

18 Montaelegre, M. (2002). "AACC transfers top state norm" in The Capital, July 5, p. B1, reports that the Maryland Higher Education Commission recently released a finding that "fewer community college students are transferring to four-year colleges or staying long enough to get associate degrees."  The chancellor of the Community College of Baltimore County concludes "what this data says to me, and to all of us in Maryland, is that we do, in fact, have a major challenge to reverse some very alarming trends."  This is not what these data say to me.  What courses, and combinations of courses, are thought by students to matter in their individual pursuit of goals?  Continued enrollment to completion and credential attainment is not in the strategic plan chosen by many students.  Are such short-circuited strategies mistaken?  Mapping of paths taken on the career wall by students who have accumulated different mixes of credits and credentials would help us to answer this question.  Ad hoc survey-based studies, sometimes linked with administrative databases, have collected some of the pertinent information.  But, the conceptual framework offered by the career wall remains to be tied to a serious data collection and mapping effort.
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