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THE EMPLOYMENT SITUATION: DECEMBER 2008

Nonfarm payroll employment declined sharply in December, and the unemployment rate rose from
6.8 to 7.2 percent, the Bureau of Labor Statistics of the U.S. Department of Labor reported today. Pay-
roll employment fell by 524,000 over the month and by 1.9 million over the last 4 months of 2008. In
December, job losses were large and widespread across most major industry sectors.

Chart 1. Unemployment rate, seasonally adjusted,
January 2006 — December 2008

Percent
8.0
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Unemployment (Household Survey Data)

In December, the number of unemployed persons increased by 632,000 to 11.1 million and the un-
employment rate rose to 7.2 percent. Since the start of the recession in December 2007, the number of

Revision of Seasonally Adjusted Household Survey Data

Seasonally adjusted household survey data have been revised using updated seasonal
adjustment factors, a procedure done at the end of each calendar year. Seasonally adjusted
estimates back to January 2004 were subject to revision. The unemployment rates for January-
November 2008 (as originally published and as revised) appear on page 5, along with
additional information about the revisions.




Table A. Major indicators of labor market activity, seasonally adjusted

(Numbers in thousands)

Quarterly averages

Monthly data

Nov.-Dec.
Category
111 2008 IV 2008 | Oct. 2008 | Nov. 2008 | Dec. 2008 change
HOUSEHOLD DATA Labor force status
Civilian labor force .........ccooviiiiiiinns 154,650 154,648 154,878 154,620 154,447 -173
Employment .........ocooviiiiiiiene 145,299 144,046 144,657 144,144 143,338 -806
Unemployment ..........ccccoveveiininenennns. 9,350 10,602 10,221 10,476 11,108 632
Not in labor force .........cocvvvviviiniinn .. 79,460 80,177 79,734 80,208 80,588 380
Unemployment rates
Allworkers ..., 6.0 6.9 6.6 6.8 7.2 0.4
Adultmen ... 5.8 6.8 6.4 6.7 7.2 5
Adult Women ........ccccoveeiiiiine i, 5.0 5.6 54 5.6 5.9 3
TEENAGEIS v e 19.7 20.7 20.7 20.4 20.8 4
WhHIte ..o 54 6.3 6.0 6.2 6.6 A4
Black or African American .................| 10.7 115 11.3 11.3 11.9 .6
Hispanic or Latino ethnicity ................. 7.8 8.9 8.8 8.6 9.2 .6
ESTABLISHMENT DATA Employment
Nonfarm employment ...............cccoeeeens 137,331 | p 136,033 136,597 | p 136,013 | p 135,489 p -524
Goods-producing .........occeeerieeeenn 21,351 p 20,844 21,049 p 20,867 p 20,616 p-251
Construction ......oovvevive i 7,141 p 6,929 7,019 p 6,934 p 6,833 p-101
Manufacturing ..........ccoooveeeiiiiineenns 13,423 p 13,115 13,234 | p13,130| p12,981 p-149
Service-providing .......oocoiiiiieeen 115,980 | p 115,189 115,548 | p 115,146 | p 114,873 p -273
Retail trade 2 ..........ocoooivieiein 15,259 p 15,043 15,132 | p 15,032 p 14,966 p -67
Professional and business service ......... 17,849 p 17,574 17,708 p 17,563 p 17,450 p-113
Education and health services ............| 18,975 p 19,058 19,012 p 19,059 p 19,104 p 45
Leisure and hospitality ..................... 13,627 p 13,505 13,557 p 13,490 p 13,468 p-22
GOVErNMENt .....vveviee e 22,504 p 22,510 22,510 | p 22,507 p 22,514 p7
Hours of work *
Total private ......ccooeeiviiiiiii e 33.7 p 334 335 p 335 p33.3 p-0.2
Manufacturing ..........coovviiiiiiine e, 40.8 p 40.2 40.4 p 40.3 p 39.9 p-4
OVertime ... 3.7 p3.3 35 p3.3 p3.0 p-.3
Indexes of aggregate weekly hours (2002=100)
Total private ......cooevvviieiiiiie e 106.6 p 104.5 105.3 p 104.7 p 103.5 p-1.2
Earnings ®
Average hourly earnings, total private ........ $18.12 p $18.30 $18.23 | p $18.31 p $18.36 p $0.05
Average weekly earnings, total private ......| 610.15 p 611.83 610.71 p 613.39 p 611.39 p -2.00

! Includes other industries, not shown separately.
2 Quarterly averages and the over-the-month change are calculated using unrounded data.
¥ Data relate to private production and nonsupervisory workers.

p = preliminary.

NOTE: Seasonally adjusted household data have been revised. See note on page 5.
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unemployed persons has grown by 3.6 million, and the unemployment rate has risen by 2.3 percentage
points. (See table A-1.)

The unemployment rates for adult men (7.2 percent), adult women (5.9 percent), and whites (6.6
percent) increased in December. The jobless rates for teenagers (20.8 percent), blacks (11.9 percent),
and Hispanics (9.2 percent) were little changed over the month. The unemployment rate for Asians was
5.1 percent in December, not seasonally adjusted. (See tables A-1, A-2, and A-3.)

Among the unemployed, the number of job losers and persons who completed temporary jobs rose
by 315,000 to 6.5 million in December. Over the past 12 months, the size of this group has increased by
2.7 million. (See table A-8.) The number of long-term unemployed (those jobless for 27 weeks or
more) rose to 2.6 million in December and was up by 1.3 million in 2008. (See table A-9.)

Total Employment and the Labor Force (Household Survey Data)

The civilian labor force (154.4 million) and the labor force participation rate (65.7 percent) were
little changed in December. The employment-population ratio fell by 0.4 percentage point to 61.0
percent over the month and by 1.7 percentage points in 2008. (See table A-1.)

In December, the number of persons who worked part time for economic reasons (sometimes
referred to as involuntary part-time workers) continued to increase, reaching 8.0 million. The number of
such workers rose by 3.4 million over the past 12 months. This category includes persons who would
like to work full time but were working part time because their hours had been cut back or because they
were unable to find full-time jobs. (See table A-5.)

Persons Not in the Labor Force (Household Survey Data)

About 1.9 million persons (not seasonally adjusted) were marginally attached to the labor force in
December, 564,000 more than 12 months earlier. These individuals wanted and were available for work
and had looked for a job sometime in the prior 12 months. They were not counted as unemployed
because they had not searched for work in the 4 weeks preceding the survey. Among the marginally
attached, there were 642,000 discouraged workers in December, up by 279,000 from a year earlier.
Discouraged workers are persons not currently looking for work specifically because they believe no
jobs are available for them. The other 1.3 million persons marginally attached to the labor force in
December had not searched for work in the 4 weeks preceding the survey for reasons such as school
attendance or family responsibilities. (See table A-13.)

Industry Payroll Employment (Establishment Survey Data)

Total nonfarm payroll employment declined sharply (-524,000) in December. Over the past 4
months, payroll employment has fallen by 1.9 million, or 1.4 percent. In December, large job losses
continued in manufacturing, construction, and employment services, while health care continued to add
jobs. (See table B-1.)

Manufacturing employment fell by 149,000 in December, the largest over-the-month decline since
August 2001. Factory job losses totaled 791,000 in 2008, with nearly half of the decrease occurring in
the fourth quarter. In December, declines were widespread among the component industries. The
largest job losses occurred in fabricated metal products (-28,000) and motor vehicles and parts
(-21,000).



Employment in construction continued to decline (-101,000) in December and has fallen by 899,000
since peaking in September 2006. Over the month, job losses occurred throughout the industry.

Within professional and business services, the temporary help industry lost 81,000 jobs in
December, bringing job losses in 2008 to 490,000. In December, employment also fell in the
management of companies and enterprises (-8,000) and in architectural and engineering services
(-7,000).

Employment in retail trade declined by 67,000 in December and by 522,000 for all of 2008. More
than half of the losses in 2008 occurred in the last 4 months of the year. In December, employment
decreased in automobile dealerships (-22,000), furniture and home furnishing stores (-8,000), and
electronics and appliance stores (-5,000). Wholesale trade employment fell by 30,000 over the month
and by 164,000 in 2008.

Elsewnhere in the service-providing sector, employment in transportation and warehousing declined
by 24,000 in December, with losses in truck transportation (-16,000) and air transportation (-4,000).
The information industry lost 20,000 jobs over the month. Food services employment continued to
trend downward (-20,000) and has decreased by 104,000 since its recent peak in June 2008.
Employment in financial activities edged down in December and fell by 148,000 in 2008.

Health care employment continued to grow in December (32,000), with over-the-month job gains in
ambulatory services (14,000) and hospitals (12,000). In 2008, health care added 372,000 jobs.

The change in total nonfarm employment for October was revised from -320,000 to -423,000, and
the change for November was revised from -533,000 to -584,000. Monthly revisions result from
additional sample reports and the monthly recalculation of seasonal factors.

Weekly Hours (Establishment Survey Data)

In December, the average workweek for production and nonsupervisory workers on private nonfarm
payrolls fell by 0.2 hour to 33.3 hours, seasonally adjusted—the lowest level on record for the series,
which began in 1964. The manufacturing workweek, at 39.9 hours, declined by 0.4 hour over the
month, and factory overtime, at 3.0 hours, declined by 0.3 hour. (See table B-2.)

The index of aggregate weekly hours of production and nonsupervisory workers on private nonfarm
payrolls fell by 1.1 percent in December and 4.0 percent since peaking in December 2007. The manu-
facturing index declined by 2.4 percent over the month. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

In December, average hourly earnings of production and nonsupervisory workers on private
nonfarm payrolls rose by 5 cents, or 0.3 percent, seasonally adjusted. This followed gains of 8 cents in
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November and 6 cents in October. For all of 2008, average hourly earnings increased by 3.7 percent and
average weekly earnings rose by 2.2 percent. (See table B-3.)

The Employment Situation for January 2009 is scheduled to be released on Friday, February 6, at
8:30 A.M. (EST).

Revision of Seasonally Adjusted Household Survey Data

At the end of each calendar year, BLS routinely updates the seasonal adjustment factors for the
labor force series derived from the Current Population Survey (CPS), or household survey. As a result
of this process, seasonally adjusted data for January 2004—November 2008 were subject to revision.

Table B shows the unemployment rates for January to November 2008, as first published and as
revised. The rates were unchanged in 5 of the 11 months and changed by one-tenth of a percentage
point in the remaining 6 months. Revised seasonally adjusted data for other major labor force series
beginning in December 2007 appear in table C.

An article describing the seasonal adjustment methodology for the household survey data and
revised data for January 2008—November 2008 is available at http://www.bls.gov/cps/cpsrs2009.pdf.

Historical data for the household series contained in the A tables of this release can be accessed at
http://www.bls.gov/cps/cpsatabs.htm. Revised historical seasonally adjusted monthly and quarterly data
for additional series are available on the Internet at ftp://ftp.bls.gov/pub/special.requests/If/.

Table B. Seasonally adjusted unemployment rates and changes due to revision,
January—November 2008

Year and month As T'rSt As revised Change
published
2008
January ..o 4.9 4.9 0.0
February .......cocovevvveveiiieineend) 4.8 4.8 .0
March ..o, 5.1 51 0
APHL 5.0 5.0 0
MaY .overeieeeiee s 55 55 0
JUNE e 5.5 5.6 1
JUIY e 5.7 5.8 1
AUGUSE ..o 6.1 6.2 1
September ......oocoveieiieiiiens 6.1 6.2 1
October ..o 6.5 6.6 1
November .........cccceviveeiicinnn, 6.7 6.8 1




HOUSEHOLD DATA HOUSEHOLD DATA

Table C. Employment status of the civilian population by sex and age, seasonally adjusted

2007 2008
Employment status, sex, and age
Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.
TOTAL
Civilian noninstitutional population? ...................... 233,156 | 232,616 | 232,809 | 232,995 | 233,198 | 233,405 | 233,627 | 233,864 | 234,107 | 234,360 | 234,612 | 234,828 | 235,035

Civilian labor force
Participation rate ..

153,836 | 153,873 | 153,498 | 153,843 | 153,932 | 154,510 | 154,400 | 154,506 | 154,823 | 154,621 | 154,878 | 154,620 | 154,447
66.0 66.1 65.9 66.0 66.0 66.2 66.1 66.1 66.1 66.0 66.0 65.8 65.7

Employed ........c..cccoeue. 146,294 | 146,317 | 146,075 | 146,023 | 146,257 | 145,974 | 145,738 | 145,596 | 145,273 | 145,029 | 144,657 | 144,144 | 143,338
Employment-population ratio 62.7 62.9 62.7 62.7 62.7 62.5 62.4 62.3 62.1 61.9 61.7 61.4 61.0
Unemployed . 7,541| 7,555 7,423| 7,820( 7,675 8536| 8,662 8910| 9,550| 9,592 10,221| 10,476 | 11,108

Unemployment raté 4.9 4.9 4.8 5.1 5.0 5.5 5.6 5.8 6.2 6.2 6.6 6.8 7.2

Men, 20 years and over

104,197 | 103,866 | 103,961 | 104,052 | 104,152 | 104,258 | 104,371 | 104,490 | 104,613 | 104,741 | 104,869 | 104,978 | 105,083
78,943 | 78,907 | 78,806 | 78,866| 78,820| 78,913 | 79,055| 79,286| 79,308 | 79,392| 79,380 | 79,335 78,998
75.8 76.0 75.8 75.8 75.7 75.7 75.7 75.9 75.8 75.8 75.7 75.6 75.2
75,496 | 75,474 | 75,395| 75,216| 75,147 | 74,992 | 74,949 | 74,973 | 74,737 | 74,503 | 74,292 | 74,045 73,285
725 72.7 725 723 72.2 71.9 71.8 71.8 71.4 711 70.8 70.5 69.7
3,446 3,433 3,412 3,650 3,673 3,921 4,106 4,313 4,572 4,889 5,088 5,290 5,714
4.4 4.4 4.3 4.6 4.7 5.0 5.2 5.4 5.8 6.2 6.4 6.7 7.2

Civilian noninstitutional population® ...
Civilian labor force
Participation rate ..
Employed ....
Employment-p
Unemployed ..................
Unemployment rate ...

Women, 20 years and over

Civilian noninstitutional population? ...
Civilian labor force
Participation rate

111,903 | 111,739 (111,822 | 111,902 | 111,990 | 112,083 | 112,183 | 112,290 | 112,401 | 112,518 | 112,633 | 112,731 | 112,825
67,888 | 67,982| 67,879 | 68,174| 68,118 | 68,367 | 68,421| 68,273 | 68,666 | 68,385| 68,700 | 68,753 | 68,891
60.7 60.8 60.7 60.9 60.8 61.0 61.0 60.8 61.1 60.8 61.0 61.0 61.1

Employed .................... 64,976 | 65,101 | 64,993 | 65,079 | 65,196 | 65,114 | 65,169 | 65,103 | 65,003 | 65,008 | 64,975| 64,902 | 64,860
Employment-population ratio 58.1 58.3 58.1 58.2 58.2 58.1 58.1 58.0 57.8 57.8 57.7 57.6 57.5
Unemployed .................. 2,912 2,881 2,886 3,095 2,923 3,252 3,252 3,170 3,662 3,377 3,725 3,851 4,031
Unemployment rate .........cccccoevvvveeenenneinenns 4.3 4.2 4.3 4.5 4.3 4.8 4.8 4.6 5.3 4.9 5.4 5.6 5.9

Both sexes, 16 to 19 years

17,056 | 17,012| 17,027 | 17,041| 17,056 17,064| 17,073| 17,084 17,092| 17,101 17,110| 17,118 17,126
7,005 6,984 6,813 6,803 6,993 7,231 6,924 6,947 6,849 6,844 6,799 6,531 6,557
41.1 411 40.0 39.9 41.0 42.4 40.6 40.7 40.1 40.0 39.7 38.2 38.3

Civilian noninstitutional population!
Civilian labor force
Participation rate ..

Employed ...........c....... 5822 | 5,742| 5,688| 5729| 50914 5868| 5620 5520| 5533| 5518| 5390| 5196| 5194
Employment-population ratio 341 33.8 334 33.6 34.7 344 32.9 323 324 32.3 315 30.4 30.3
Unemployed .................. 1,183| 1,241| 1,125| 1,075 1,079 1,363| 1,304| 1,427| 1,316| 1,326 1,408| 1,335| 1,363

Unemployment rate ... 16.9 17.8 16.5 15.8 154 18.9 18.8 20.5 19.2 194 20.7 20.4 20.8

1 The population figures are not adjusted for seasonal variation.
NOTE: Seasonally adjusted data have been revised to reflect updated seasonal adjustment factors.



Changes to Household Data Table A-13

Effective with this release, the wording was changed in one of the categories in table
A-13. "Searched for work and available to work now," was changed to "Marginally attached
to the labor force.” This is strictly a change in title, and not in definition; the data shown are
not affected. This change is being made to correspond with the text in the release.

Revisions in the Establishment Survey Data

With the release of January 2009 data on February 6, 2009, the Current Employment
Statistics survey will introduce revisions to the nonfarm payroll employment, hours, and
earnings data to reflect the annual benchmark adjustments for March 2008 and updated
seasonal adjustment factors. Not seasonally adjusted data beginning with April 2007 and
seasonally adjusted data beginning with January 2004 are subject to revision.

Planned Changes in the Household Survey

Effective with the release of data for January 2009, revisions will be introduced into the
population controls for the household survey. These changes reflect the routine annual up-
dating of intercensal population estimates by the U.S. Census Bureau.

In addition, the Current Population Survey (household data) will change its industry clas-
sification from the 2002 Census Industry Classification to an updated version derived from the
2007 North American Industry Classification System. Several industry titles will be updated.
In addition, the new classification reflects minor definitional changes within the information
sector. Historical data will not be revised.
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Frequently Asked Questions about Employment and Unemployment Estimates
Why are there two monthly measures of employment?

The household survey and establishment survey both produce sample-based estimates of employ-
ment and both have strengths and limitations. The establishment survey employment series has a
smaller margin of error on the measurement of month-to-month change than the household survey
because of its much larger sample size. An over-the-month employment change of 104,000 is statisti-
cally significant in the establishment survey, while the threshold for a statistically significant change in
the household survey is about 400,000. However, the household survey has a more expansive scope
than the establishment survey because it includes the self-employed, unpaid family workers, agricul-
tural workers, and private household workers, who are excluded by the establishment survey. The
household survey also provides estimates of employment for demographic groups.

Are undocumented immigrants counted in the surveys?

Neither the establishment nor household survey is designed to identify the legal status of workers.
Thus, while it is likely that both surveys include at least some undocumented immigrants, it is not
possible to determine how many are counted in either survey. The household survey does include
questions about whether respondents were born outside the United States. Data from these questions
show that foreign-born workers accounted for 15.7 percent of the labor force in 2007 and 47.7 percent
of the net increase in the labor force from 2000 to 2007.

Why does the establishment survey have revisions?

The establishment survey revises published estimates to improve its data series by incorporating
additional information that was not available at the time of the initial publication of the estimates.
The establishment survey revises its initial monthly estimates twice, in the immediately succeeding
2 months, to incorporate additional sample receipts from respondents in the survey and recalculated
seasonal adjustment factors. For more information on the monthly revisions, please visit
http://www.bls.gov/ces/cesrevinfo.htm.

On an annual basis, the establishment survey incorporates a benchmark revision that re-anchors
estimates to nearly complete employment counts available from unemployment insurance tax records.
The benchmark helps to control for sampling and modeling errors in the estimates. For more informa-
tion on the annual benchmark revision, please visit http://www.bls.gov/web/cesbmart.htm.

Does the establishment survey sample include small firms?

Yes; about 40 percent of the establishment survey sample is comprised of business establishments
with fewer than 20 employees. The establishment survey sample is designed to maximize the reliability
of the total nonfarm employment estimate; firms from all size classes and industries are appropriately
sampled to achieve that goal.

Does the establishment survey account for employment from new businesses?
Yes; monthly establishment survey estimates include an adjustment to account for the net employ-

ment change generated by business births and deaths. The adjustment comes from an econometric
model that forecasts the monthly net jobs impact of business births and deaths based on the actual past
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values of the net impact that can be observed with a lag from the Quarterly Census of Employment and
Wages. The establishment survey uses modeling rather than sampling for this purpose because the sur-
vey is not immediately able to bring new businesses into the sample. There is an unavoidable lag be-
tween the birth of a new firm and its appearance on the sampling frame and availability for selection.
BLS adds new businesses to the survey twice a year.

Is the count of unemployed persons limited to just those people receiving unemployment insurance
benefits?

No; the estimate of unemployment is based on a monthly sample survey of households. All persons
who are without jobs and are actively seeking and available to work are included among the unemployed.
(People on temporary layoff are included even if they do not actively seek work.) There is no require-
ment or question relating to unemployment insurance benefits in the monthly survey.

Does the official unemployment rate exclude people who have stopped looking for work?

Yes; however, there are separate estimates of persons outside the labor force who want a job,
including those who have stopped looking because they believe no jobs are available (discouraged
workers). In addition, alternative measures of labor underutilization (discouraged workers and other

groups not officially counted as unemployed) are published each month in the Employment Situation
news release.



Technical Note

This news release presents statistics from two major surveys, the
Current Population Survey (household survey) and the Current
Employment Statistics survey (establishment survey). The house-
hold survey provides the information on the labor force, employ-
ment, and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. Itis a sample survey of about 60,000 house-
holds conducted by the U.S. Census Bureau for the Bureau of Labor
Statistics (BLS).

The establishment survey provides the information on the
employment, hours, and earnings of workers on nonfarm payrolls that
appears in the B tables, marked ESTABLISHMENT DATA. This
information is collected from payroll records by BLS in cooperation
with state agencies. The sample includes about 160,000 businesses
and government agencies covering approximately 400,000 individual
worksites. The active sample includes about one-third of all nonfarm
payroll workers. The sample is drawn from a sampling frame of
unemployment insurance tax accounts.

For both surveys, the data for a given month relate to a particular
week or pay period. In the household survey, the reference week is
generally the calendar week that contains the 12th day of the month. In
the establishment survey, the reference period is the pay period in-
cluding the 12th, which may or may not correspond directly to the
calendar week.

Coverage, definitions, and differences
between surveys

Household survey. The sample is selected to reflect the entire
civilian noninstitutional population. Based on responses to a series of
questions on work and job search activities, each person 16 years and
over in a sample household is classified as employed, unemployed, or
not in the labor force.

People are classified as employed if they did any work at all as
paid employees during the reference week; worked in their own busi-
ness, profession, or on their own farm; or worked without pay at least
15 hours in a family business or farm. People are also counted as
employed if they were temporarily absent from their jobs because of
illness, bad weather, vacation, labor-management disputes, or personal
reasons.

People are classified as unemployed if they meet all of the following
criteria: They had no employment during the reference week; they were
available for work at that time; and they made specific efforts to find
employment sometime during the 4-week period ending with the
reference week. Persons laid off from a job and expecting recall need
not be looking for work to be counted as unemployed. The unemploy-
ment data derived from the household survey in no way depend upon
the eligibility for or receipt of unemployment insurance benefits.

The civilian labor force is the sum of employed and unemployed
persons. Those not classified as employed or unemployed are not
inthelabor force. The unemployment rateis the number unemployed
as a percent of the labor force. The labor force participation rate is
the labor force as a percent of the population, and the employment-
population ratio is the employed as a percent of the population.

Establishment survey. The sample establishments are drawn
from private nonfarm businesses such as factories, offices, and stores,
as well as federal, state, and local government entities. Employees on
nonfarm payrolls are those who received pay for any part of the refer-
ence pay period, including persons on paid leave. Persons are counted
in each job they hold. Hours and earnings data are for private busi-
nesses and relate only to production workers in the goods-producing
sector and nonsupervisory workers in the service-providing sector.
Industries are classified on the basis of their principal activity in
accordance with the 2007 version of the North American Industry
Classification System.

Differencesin employment estimates. The numerous concept-
ual and methodological differences between the household and
establishment surveys result in important distinctions in the employ-
ment estimates derived from the surveys. Among these are:

* The household survey includes agricultural workers, the self-em-
ployed, unpaid family workers, and private household workers among
the employed. These groups are excluded from the establishment survey.

* The household survey includes people on unpaid leave among the
employed. The establishment survey does not.

* The household survey is limited to workers 16 years ofage and older.
The establishment survey is not limited by age.

* The household survey has no duplication of individuals, because
individuals are counted only once, even if they hold more than one job.
In the establishment survey, employees working at more than one job
and thus appearing on more than one payroll would be counted sepa-
rately for each appearance.

Seasonal adjustment

Over the course of a year, the size of the nation’s labor force and the
levels of employment and unemployment undergo sharp fluctuations
due to such seasonal events as changes in weather, reduced or expanded
production, harvests, major holidays, and the opening and closing of
schools. The effect of such seasonal variation can be very large; sea-
sonal fluctuations may account for as much as 95 percent of the month-
to-month changes in unemployment.

Because these seasonal events follow a more or less regular pattern
each year, their influence on statistical trends can be eliminated by
adjusting the statistics from month to month. These adjustments make
nonseasonal developments, such as declines in economic activity or
increases in the participation of women in the labor force, easier to
spot. For example, the large number of youth entering the labor force
each June is likely to obscure any other changes that have taken place
relative to May, making it difficult to determine if the level of eco-
nomic activity has risen or declined. However, because the effect of
students finishing school in previous years is known, the statistics
for the current year can be adjusted to allow for a comparable change.
Insofar as the seasonal adjustment is made correctly, the adjusted fi-
gure provides a more useful tool with which to analyze changes in
economic activity.

Most seasonally adjusted series are independently adjusted in both

the household and establishment surveys. However, the ad-



justed series for many major estimates, such as total payroll employ-
ment, employment in most supersectors, total employment, and
unemployment are computed by aggregating independently ad-
justed component series. For example, total unemployment is de-
rived by summing the adjusted series for four major age-
sex components; this differs from the unemployment estimate
that would be obtained by directly adjusting the total or
by combining the duration, reasons, or more detailed age cate-
gories.

For both the household and establishment surveys, a concurrent
seasonal adjustment methodology is used in which new seasonal
factors are calculated each month, using all relevant data, up to and
including the data for the current month. In the household survey, new
seasonal factors are used to adjust only the current month’s data. In
the establishment survey, however, new seasonal factors are used each
month to adjust the three most recent monthly estimates. In both
surveys, revisions to historical data are made once a year.

Reliability of the estimates

Statistics based on the household and establishment surveys are
subject to both sampling and nonsampling error. When a sample rather
than the entire population is surveyed, there is a chance that the sample
estimates may differ from the “true” population values they represent.
The exact difference, or sampling error, varies depending on the
particular sample selected, and this variability is measured by the
standard error of the estimate. There is about a 90-percent chance, or
level of confidence, that an estimate based on a sample will differ by no
more than 1.6 standard errors from the “true” population value because
of sampling error. BLS analyses are generally conducted at the 90-
percent level of confidence.

For example, the confidence interval for the monthly change in total
employment from the household survey is on the order of plus or
minus 430,000. Suppose the estimate of total employment increases
by 100,000 from one month to the next. The 90-percent confidence
interval on the monthly change would range from -330,000 to 530,000
(100,000 +/- 430,000). These figures do not mean that the sample
results are off by these magnitudes, but rather that there is about a
90-percent chance that the “true” over-the-month change lies within
this interval. Since this range includes values of less than zero, we
could not say with confidence that employment had, in fact, increased.
If, however, the reported employment rise was half a million, then
all of the values within the 90-percent confidence interval would be
greater than zero. In this case, it is likely (at least a 90-percent chance)
that an employment rise had, in fact, occurred. At an unemployment
rate of around 5.5 percent, the 90-percent confidence interval for the
monthly change in unemployment is about +/- 280,000, and for the
monthly change in the unemployment rate it is about +/- .19 percentage
point.

In general, estimates involving many individuals or establishments
have lower standard errors (relative to the size of the estimate) than
estimates which are based on a small number of observations. The
precision of estimates is also improved when the data are cumulated
over time such as for quarterly and annual averages. The seasonal
adjustment process can also improve the stability of the monthly
estimates.

The household and establishment surveys are also affected by
nonsampling error. Nonsampling errors can occur for many reasons,
including the failure to sample a segment of the population, inability to
obtain information for all respondents in the sample, inability or
unwillingness of respondents to provide correct information on a
timely basis, mistakes made by respondents, and errors made in the
collection or processing of the data.

For example, in the establishment survey, estimates for the most
recent 2 months are based on incomplete returns; for this reason, these
estimates are labeled preliminary in the tables. It is only after two
successive revisions to a monthly estimate, when nearly all sample
reports have been received, that the estimate is considered final.

Another major source of nonsampling error in the establishment
survey is the inability to capture, on a timely basis, employment
generated by new firms. To correct for this systematic underestimation
of employment growth, an estimation procedure with two components
isused to account for business births. The first component uses business
deaths to impute employment for business births. This is incorporated
into the sample-based link relative estimate procedure by simply not
reflecting sample units going out of business, but imputing to them the
same trend as the other firms in the sample. The second component is
an ARIMA time series model designed to estimate the residual net birth/
death employment not accounted for by the imputation. The historical
time series used to create and test the ARIMA model was derived from
the unemployment insurance universe micro-level database, and reflects
the actual residual net of births and deaths over the past five years.

The sample-based estimates from the establishment survey are
adjusted once a year (on a lagged basis) to universe counts of payroll
employment obtained from administrative records of the unemploy-
ment insurance program. The difference between the March sample-
based employment estimates and the March universe counts is known
as a benchmark revision, and serves as a rough proxy for total survey
error. The new benchmarks also incorporate changes in the classifi-
cation of industries. Over the past decade, the benchmark revision for
total nonfarm employment has averaged 0.2 percent, ranging from
less than 0.1 percent to 0.6 percent.

Other information

Information in this release will be made available to sensory im-
paired individuals upon request. Voice phone: (202) 691-5200; TDD
message referral phone: 1-800-877-8339.

































































