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Presenter
Presentation Notes
Today I’m going to talk about how BLS adjusted its first quarter productivity estimate for COVID-19 related job losses    
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Outline

 Background and usual procedures
 Adjustments to preliminary estimate (5/7/20)
 Adjustments to revised estimate (6/4/20)

Presenter
Presentation Notes
I’d like to start out by giving you a brief outline of my talk.I’ll start out with…
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Background on Labor Productivity

 Labor Productivity = 𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 (𝐵𝐵𝐵𝐵𝐵𝐵)
𝐻𝐻𝐻𝐻𝑂𝑂𝐻𝐻𝐻𝐻 𝑊𝑊𝐻𝐻𝐻𝐻𝑊𝑊𝑊𝑊𝑊𝑊 (𝐵𝐵𝐵𝐵𝐵𝐵)

 Hours estimated by combining data from:
CES (W&S employment & PW hours)
CPS (self-employed & non-supervisory)
NCS (hours-worked-to-hours-paid ratio)

 Assume hours from surveys are representative 
of entire month

Presenter
Presentation Notes
Labor productivity is output per hour.The output data for quarterly LP come from BEA, and OPT estimates hours worked using data from the CES, the CPS, and the NCS.  We estimate hours as employment times AWH.  We estimate hours at the 3-digit level to better account for variation across industries.Under normal circumstances employment and hours do not change that quickly.Since we publishes growth rates, this is usually a pretty good assumption.
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COVID-19-Related Job Loss

 The decrease in employment starting in the 
3rd week of March was not reflected in the CES

 If we ignored these job losses, we would:
Understate the decline in total hours worked 
Overstate the decline in productivity

 Adjustments require high-frequency data –
weekly UI claims data

Presenter
Presentation Notes
Job losses in March were not reflected due to the timing of job losses and the CES definition of payroll employment.Note that CPS did show a large decline in employment between February and March—a little under 3 million, which is about the number of week 3 initial UI claims.
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BLS’s Approach
 Estimate March W&S employment week by 

week using CES data and data on UI claims

 Initial vs. change in continued claims (initial)
 Issues with initial UI claims data
Difficulties in filing claims 
Claims for reduced hours (assumed not an issue) 
People finding jobs (assumed not an issue)
Seasonal adjustment (we used NSA claims)
Industry detail (OEUS tabulations)

Presenter
Presentation Notes
A big thanks to the folks in OEUS, who did the tabulationsFortunately for us, March 1st was a Sunday, which simplified the week-by-week estimation.
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Adjustments to Prelim Q1

 No adjustments to AWH of W&S workers
 No adjustments to self-employed hours

 Week 1: Feb. CES employment plus trend 
growth in employment

 Week 2: Unadjusted CES employment 

Presenter
Presentation Notes
I will start by talking about what we adjustments we didn’t make.  We didn’t make any adjustments to AWH of W&S worker or to self-employed hours because we didn’t have any data For the preliminary estimate, we only adjusted W&S employment.
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Adjustments to Prelim Q1 (cont.)

 Week 3: Week 2 employment minus initial UI 
claims for week ending March 21

 Week 4: Week 3 employment minus initial UI 
claims for week ending March 28

 Week “5” (March 29-31): Week 4 employment 
minus a fraction of initial UI claims for week 
ending April 4
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Adjusted W&S Employment

March CES 
(Private)

2020 Q1 
Preliminary

Week 1 129,817
Week 2 129,025 129,025
Week 3 126,930
Week 4* 118,756
Average Employment 129,025 126,132
* Week 4 includes part of week "5". 

Presenter
Presentation Notes
This table shows the impact of estimating employment week by week.  Week 1: accounts for Feb – March growthWeek 2: CES March numberWeek 3: you can see the impact of incorporating the UI claims data These adjustments reduced average employment by 2.2 percent
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Impact on 2020q1 Productivity Growth
Annual average percent change from previous quarter

Presenter
Presentation Notes
Here, you can see the impact of the adjustment.  Output growth for the preliminary estimate from BEA was -6.2 percentThe adjustments to employment in the preliminary estimates:Reduced Q1 hours growth by 2.7 percentage points (from -1 percent to -3.8 percent)Increased labor productivity growth by 2.7 percentage points (from -5.2 percent to -2.5 percent)
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New Information for Revised Q1

 Revised distribution of initial UI claims
Separate distributions for weeks 3, 4, and “5”

 CES and CPS data for April allowed for 
interpolation
CES modified the birth-death model to better 

account for job losses due to closings

Presenter
Presentation Notes
As I mentioned earlier, we released our revised Q1 estimate on June 4th.  Normally this revision is fairly routine—we simply use revised CES and BEA data and we update seasonal factors.  But we had to make additional modifications to our methodology to incorporate new information that became available. READ SLIDESFor the preliminary estimate, weeks 3-5 were combined, because data for week 4 were incomplete and there were no data for week 5.In addition, we had CES and CPS data for April, which allowed us to The other new informationGiven that we rely heavily on CES data, I think it is worth spending a minute to describe the changes to CES’s birth-death model.
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Adjustments to Revised Q1
 Same basic approach for W&S employment, 

except:
Benchmarked UI claims to the March-to-April 

decline in CES employment
Revised distribution of UI claims across industries

 Interpolated hours between March and April 
estimates:
Total hours of self-employed
AWH of W&S workers

Presenter
Presentation Notes
These estimates were released on June 4th. We also used revised (2nd closing) CES data.  It is also worth noting that the CES revised its birth-death model to better reflect job losses due to closures.CES made this adjustment for the April and May estimates.  The adjustment was not made for the 1st and 2nd closing estimates for March, which are what we used for our preliminary and revised estimates.  But the adjustment was made in the 3rd closing estimate, which we will use for the second revision of Q1 labor productivity that we will release in August.  Most of the revisions to the first quarter estimate was due to adjustments to the hours data.  
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Adjusted W&S Employment

March CES
2020 Q1 
Prelim

March CES 
Rev

2020 Q1 
Revised

Week 1 129,817 129,812
Week 2 129,025 129,025 128,865 128,865
Week 3 126,930 125,968
Week 4* 118,756 119,976
Week "5"# 117,340
Average 129,025 126,132 128,865 125,302
* Weeks 4 and "5" were combined for the preliminary estimate.
# Week "5" received 3/7 weight.

Presenter
Presentation Notes
The new data did not have much of an effect on employment for weeks 1 and 2.There was a modest impact on employment for weeks 3-5 that resulted in average employment declining by 830,000 – I can’t believe that I just referred to an 800K adjustment as “modest”.  Now let’s look at the impact on productivity.     
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Impact on 2020q1 Productivity Growth
Annual average percent change from previous quarter

Presenter
Presentation Notes
This figure summarizes the impact on annualized growth rates.  For the revised estimate, BEA revised output growth downward by 0.3 of a percentage point (from -6.2 percent to -6.5 percent)The revisions to employment and hours in the revised estimates:Reduced Q1 hours growth by an additional 1.8 percentage points (from -3.8 percent to -5.6 percent) Increased labor productivity growth by an additional 1.7 percentage points (from -2.5 percent to -0.9 percent)Most of this revision—going from the preliminary to the revised estimate—was due to our adjustments to average weekly hours.So, as you can see, the adjustments had a pretty big impact on measured productivity growth.  
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Presenter
Presentation Notes
As a final note, I would like to say that this was a collaborative effort.Production staff worked with researchers, and with people in other parts of BLS.  We reached out to BEA and the Fed to find out what kinds of adjustments they were planning.  And BLS provided the industry tabulations of UI claims data to the BEA and the Fed.Thank you for your attention.  BEA – compensation dataFed - IPI

https://www.bls.gov/dpr/authors/stewart.htm
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