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No doubt the inclusion of the statistical adjustment contributed to Nebraska's overly 
optimistic preliminary employment estimates in 1991. It was probably not the only cause, 
however. A second factor appears to have been an overreliance on year-ago trends to estimate 
current employment growth during a time of economic downturn. A review of statistical 
revisions over several years suggests that Nebraska's preliminary employment figures are 
heavily influenced by employment trends posted the previous year. 

Ordinarily, preliminary employment estimates are based on employment changes 
reported by a sample of employers responding to a monthly survey. The Nebraska Depart
ment of Labor conducts the survey and produces the estimates in cooperation with the BLS. 

If the monthly employment survey data begin to deviate from the historical trend, state 
analysts must make a judgement: Do the sample survey data signal a real shift in the state's 
overall employment picture, or is the change merely an aberration restricted to a few 
employers in the reporting sample? If the analyst judges the former, the change in the current 
month's survey data is given more weight in estimation procedure. If the analyst judges the 
latter, then the change in the sample data receives less weight; instead, the analyst relies more 
heavily on the month-to-month employment trend recorded the previous year. 

While this is acceptable procedure according to the BLS, chart I suggests that in recent 
years Nebraska may rely on it too heavily. 

Chart 1 tracks three of the four Nebraska employment estimates for each December 
between 1983 and 1991. 

The first estimate published, again, is the "preliminary" which comes out one month 
following the reference month. The second estimate published, the "revised," usually 
differs little from the preliminary and is not included on chart 1. The third estimate published, 
"first benchmark," is the first annual revision that comes out each spring. The fourth and 
final figure, "second benchmark," comes out a year after the first benchmark. 

The "second benchmark" line represents the most accurate, but least timely, measure
ment of how Nebraska's employment has changed from December to December. Following 
a downturn in 1985, this line picks up slightly in 1986 and then grows steadily from 1987 
to 1990. Positive job growth continued between 1990 and 1991 but at a slower rate. 

The "preliminary" lines represent the most timely, but least accurate, measurements 
of employment growth. While admittedly the least accurate measurements, they should still 
at least approximate the state's true job situation. The "prt::lirninary" lines, then, should at 
least roughly parallel the "second benchmark" line for the same period. 

Chart 1. Nebraska Employment Estimates 
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What happens instead, at least for the last four or five years, is that the "preliminary" 
lines roughly parallel the "first benchmark" lines of the previous year. This suggests that 
Nebraska's monthly employment reports are being more heavily influenced by what went 
on the prior year than by what is going on currently. 

For example, between December 1986 and December 1987 Nebraska's employment 
really grew by 3.9 percent (second benchmark figures), yet the preliminary estimate showed 
only 2.2 percent growth. Why? Apparently because preliminary estimates were based in part 
on current survey data and in part on what had been recorded for the previous year. When 
preliminary employment estimates are made, the latest data available for the previous year 
is the first benchmark series. The first benchmark series grew 2.2 percent from December 
1985 to December 1986. Apparently this rate of growth was factored into Nebraska's 
preliminary job estimates for the following year, thus keeping them artificially low. 

The same thing looks to have occurred in 1991, only in reverse. While the national 
economy was slowly coming out of the recession, Nebraska's preliminary employment 
estimate showed 4.1 percent growth from December 1990 to December 1991. Why? One 
reason was the inclusion of the statistical adjustment for new business employment. But it 
also appears that again the preliminary estimates were based partially on what had happened 
the previous year, when employment growth (first benchmark) had been measured at 4.3 
percent from December to December.* 

To test this idea statistically, two linear regressions were calculated. The first measured 
Nebraska's preliminary employment estimates for each December from 1986 to 1991 as a 
function of second benchmark employment figures for the same period. The second meas
ured the same preliminary employment estimates as a function of first benchmark figures 
for the prior year. 

The first regression yielded an r squared statistic of .83, and the second yielded an 
r squared statistic of .99. This means that Nebraska's preliminary monthly employment 
estimates are more closely correlated with the estimated year-ago employment trend than 
with what eventually proves to be the current employment trend. 

In steady economic times, it makes little difference whether the current job growth rate 
is estimated based on this year's data or last year's data. When economic conditions are 
changing, as they were in 1991, it makes a great deal of difference. 

Nebraska's mechanism for estimating current employment levels failed to detect a 
turning point in the job growth trend. Unless steps are taken to reduce reliance on prior year 
data for producing current estimates, Nebraska's employment statistics will probably miss 
future turning points as well. 

There may be several reasons why state employment analysts discount current survey 
data in favor of data from the prior year. 

One reason could be that some industries have weak or unrepresentative samples of 
employers participating in the monthly survey. Employer participation in the current 
employment statistics survey is voluntary. If survey response for an industry is inadequate, 
then state analysts must base the monthly employment estimate for that industry on other 
sources. The most convenient alternative source is the industry employment trend posted the 
previous year. 

Perhaps another reason stems from a lack of corroborating economic indicators for the 
state. At the national level, unusual changes in employment can be evaluated in light of other 
economic indicators such as consumer confidence, manufacturers' new orders, and so on. 
At the state level, there are few current economic indicators besides the employment statistics 
themselves. An absence of corroborating indicators can make it hard for state analysts to 
explain or defend employment estimates that differ greatly from the norm (the norm being 
what happened the same time last year). When deviation in the current survey data calls for 
a judgement, the analyst may find it easier to opt for the employment estimate that reflects 
expectations rather than the one that challenges them. 

•The second benchmark revision put the final estimate of Nebraska's job growth between December 1990 and 
December 1991 at 0.7 percent rather than the 4.1 percent initially reported. The statistical adjustment added to the 
estimation procedure in 1991 probably accounts for no more than half of the initial overestimate in job growth. 

College of Public Affairs and Community Service University of Nebraska at Omaha 



6 

Potential Impacts of 
Large Statistical Revisions 

Center for Public Affairs Research 

Fifer 

Current employment statistics can affect business location and expansion decisions, 
investment decisions, and our perception of state economic development efforts. 

Business Location and Expansion. A business looking to relocate or expand evaluates 
potential sites based on several factors, one of which inevitably is work force size and growth 
trends. Inaccurate employment information can cause the state to be mistakenly excluded 
from consideration. 

According to USA Today, '' ... Ford Motor Credit initially ruled out Omaha when it went 
looking for a new customer-service center: It was worried it wouldn't find enough workers. 
But Ford-eventually sold on Omaha's location and convinced it could attract workers who 
were underemployed in part-time jobs-came anyway. ' ' 5 More recently, the Omaha World
Herald described the initial feasibility study for the BMW plant: "These (215] areas were 
subjected to screening criteria such as: excellent supply of motivated, trainable employees 
. . . A rigorous application of the process would have eliminated Omaha because of such 
factors as .. .low unemployment numbers, but, based upon [the consultant's] expertise and 
experiences in Omaha, it stayed on the candidate list."6 Unemployment numbers are based 
in part on the monthly job estimates. 

Investment. Investors consider a state's economic climate when deciding where to invest 
their money. If inaccurate employment figures lead investors to believe Nebraska's eco
nomic conditions are worse than they actually are, Nebraska borrowers could end up having 
to pay an undeserved premium to attract financing. 

For example, an analysis of second quarter 1992 economic trends published by a 
Chicago securities firm ranked Nebraska's economic performance among the bottom ten 
states. According to the report, "A somewhat surprising first time entrant [into the bottom
ten list] is Nebraska, which had a big drop in employment. .. ' ' 7 Nebraska's low ranking was 
undeserved and was the result of questionable methodology the firm used to compile its 
ratings. However, the sizable benchmark revision to Nebraska' s employment compounded 
the problem by making it look as if the state had suffered a big employment drop when it 
really had not. 

State Economic Development Efforts. Inaccurate employment statistics can lead to erro- ) 
neous conclusions about the effects of state economic development efforts. 

For example, in February 1992 the Sunday World-Herald ran a lead story titled, ''Low 
Pay of New Jobs Forces Some People to Work Two." Citing preliminary employment 
numbers (at that time the most recent available), the article noted that "Nebraska generated 
jobs faster than any other state in 1991 ... ''It then raised the question of how Nebraska could 
have sustained so much job growth without corresponding population growth-'' more jobs 
than people": 

"The state has added nearly 62,000 jobs in the past two years. The most recent 
population data indicate that Nebraska added only 8,600 people in an entire decade: 1980 to 
1990."8 

The article suggested that the bulk of the state's new jobs were in the service sector and 
provided either low pay or only part-time work. As a result, more people must be working 
multiple jobs, and that explained why Nebraska's reported job growth far exceeded popula
tion growth. (Current employment statistics count persons on payrolls equally without regard 
to the number of hours they work.) 

Appropriately, the article also raised the question of how much LB 775 (the Nebraska 
Employment and Investment Growth Act) had contributed to the apparent job surge. No 
doubt many people were led to conclude that LB 775 had helped create a lot of low-paying 
and/or part-time jobs. 

The annual benchmark revision to the state's employment figures was published a few 
weeks after the article ran. According to the revised numbers, Nebraska added about 28,200 
jobs between 1989 and 1991. One year later (March 1993), the final (second benchmark) 
job statistics were published for 1991. The final figures now show that on an annual average 
basis Nebraska added 31,200 jobs-not 62,000-between 1989 and 1991. 

Much of this 31,200 increase in jobs may be attributable to an increase in the percentage 
of people working, not to an increase in low-paying, part-time jobs. Between 1980 and 1990, 
the bulk of the baby boom moved into the age brackets where labor force participation is the 
highest (ages 25 to 54). At the same time, more women entered the labor force. 

College of Public Affairs and Community Service University of Nebraska at Omaha 
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Given the revised job figures, there is no evidence to believe that the percentage of 
Nebraska workers holding multiple, part-time jobs was significantly larger in 1991 than it 
was five years earlier. 

Granted, any inaccuracies in preliminary employment figures are corrected eventually 
through the benchmark revision process. Nevertheless, there are some compelling reasons 
for improving the accuracy of Nebraska's preliminary job figures. 

First, the expectation that even the preliminary job numbers at least approximate the 
real rate of job growth is fundamental to any effortto understand current economic conditions 
in the state. As discussed, our perception of current job growth can affect business and 
investment decisions as well as public policy. 

In addition, most people use and remember the preliminary figures, not the benchmark 
revisions that come out months after the fact. Preliminary job figures for last month make 
bigger news stories than do revised figures for one or two years ago . 

First impressions tend to be lasting, and inaccurate ones are not easily corrected. Once 
people have the idea that Nebraska lacks a supply of available workers for new business, or 
that Nebraska is not a good place in which to invest, or that in recent years Nebraska has 
managed to add only low-paying, part-time jobs, it is little consolation to learn months later 
that we were mistaken. 

It therefore seems appropriate to consider what might be done to help make Nebraska's 
monthly job figures more accurate. Some possibilities follow: 

1. Employers could help by responding to the Nebraska Department of Labor's monthly 
employment survey. Many respond when asked, but some-including major 
employers-refuse to participate in the survey. 

2. Nebraska might consider making employer participation in the survey mandatory 
rather than voluntary. 

3. Additional training for state staff involved in producing employment estimates might 
be helpful. 

4. Each month, the state conducts a review of the tentative job estimates prior to their 
release. In industries where the current survey data are questionable, the 
reasonableness of the tentative estimates is evaluated largely by comparing the current 
month-to-month percentage change with the change posted for the same period a year 
ago. This is a reasonable comparison, and it is convenient to make since the historical 
job figures for Nebraska are already stored on the state's computer system. 

An equally reasonable (but less convenient) comparison would be to look at 
current industry growth rates for the nation and/or surrounding states. This receives 
little, if any, attention in the review process-probably because current data for areas 
outside Nebraska are not on the state computer. So doing, however, would offer some 
balance and outside-world perspective to the review process. In industries where there 
are inadequate or questionable Nebraska survey data, current employment 
information for surrounding states and/or the nation should receive as much attention 
as historical information for Nebraska. 

5. The BLS might facilitate this by setting up a mechanism for telecommunicating 
current industry employment data among states. 

6. For those instances where historical growth rates must be used in the estimation 
process, state analysts should consider averaging the month-to-month industry 
growth trend for several years rather than using only the prior year's trend. 

7. The BLS might also conduct or sponsor some research into better understanding what 
factors affect the quality of state employment estimates. For example, what is the 
relationship between the accuracy of state job estimates and such factors as the level 
of employer participation in the survey, the background and experience of state staffs, 
the degree of automation, and so on? 

College of Public Affairs and Community Service University of Nebraska at Omaha 
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8. Nebraska should set up a task force to explore the development of additional economic 
indicators. Such indicators could help corroborate federally sponsored employment 
estimates as well as address questions of state and local importance such as: Exactly 
what kinds of new jobs are being created in Nebraska? What do they pay? What an 
the labor force experiences of Nebraska's recent high school and college graduates? 
Where will the state's future workers come from? 

The state could use its existing administrative data bases in creative ways to 
address these questions. The costs would be small, and the benefits to policy-makers 
of better information about state and local labor markets could be substantial. 

Nebraska's mechanism for estimating current work force growth missed a turning point 
in 1991. Part of the reason appears to stem from an overreliance on prior-year data to produce 
current-year estim!ltes. Nebraska's current employment statistics run the risk of missing 
future economic turning points unless improvements are made to the estimation process. 

Work force growth is a key economic indicator. It affects business and investment 
decisions as well as public policy. The state and federal government should work to improve 
the accuracy of current employment statistics. At the same time, Nebraska ought to explore 
ways to use its administrative data bases to supplement such statistics with state-developed 
economic information aimed at meeting specific state needs. 

Along with encouraging the creation of new and better jobs, Nebraska needs to 
encourage the creation of new and better economic information. The state should improve 
its capacity to track job growth, understand the changing economy, and measure the results 
of economic and social policies. 
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