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On March 11, the Bureau of Labor Statistics (BLS) released its latest annual benchmark
revisions to the payroll employment data for metro areas in the United States. These revisions,
which are often substantial, reflect updated information from a comprehensive count of
employment, also done by the BLS. For several of the metro areas in the Eighth Federal Reserve
District, the newly released data suggest job growth that was less robust than had been reported
initially.

The latest revisions meant significant changes in our perception of the health of metro
areas. This paper briefly discusses the impact of these changes for Metropolitan Statistical Areas
(MSAS) in the Eighth Federal Reserve District, with special focus on the four major metro areas
in which The Federal Reserve Bank of St. Louis has offices: St. Louis, Mo.-lll.; Louisville-
Jefferson County, Ky.-Ind.; Memphis, Tenn.-Ark.-Miss.; and Little Rock, Ark. Details for these

four metro areas are provided in an appendix.

Overview

Among the four major metro areas in the District, only Louisville experienced an upward
revision in the estimated levels of total nonfarm payroll employment for the end of last year.
Employment in Louisville in December 2007 is now estimated at 633,300 jobs, up from the

previous estimate of 629,600 (an increase of 3,700 jobs). For Little Rock, the new data represent
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in the Eighth District,” The Regional Economist, April 2007, pp. 18-19.




a downward revision of approximately 2,100 jobs. The Memphis revision shows 3,700 fewer

jobs. For St. Louis, the level of employment was revised downward by a whopping 19,900.

Table 1
Metro Area Employment Growth, 2007

December 2006 to December 2007
thousands (percent change)

METRO AREAS Original Revised
Estimate as of Estimate as of
January 2008 March 2008

LARGE METRO AREAS
Little Rock-N. Little Rock, Ark. 7.2 (2.2) 5.2 (1.5)
Louisville, Ky.-Ind. 1.8 (0.3) 6.9 (1.2)
Memphis, Tenn.-Ark.-Miss. 10.1 (1.6) 5.4 (0.8)
St Louis, Mo.-lll. 24.5 (1.8) 2.0 (0.1)

SMALL AND MEDIUM METRO AREAS
Fayetteville-Springdale-Rogers, Ark. 4.9 (2.4) 0.9 (0.4)
Fort Smith, Ark.-Okla. 2.0 (1.6) 1.7 1.9
Hot Springs, Ark. 0.6 (1.6) NA*
Pine Bluff, Ark. 0.0 (0.0) NA*
Texarkana, Texas-Ark. 1.2 (2.1) 0.7 (1.2)
Bowling Green, Ky. 0.9 (1.4) 1.8 (2.9)
Elizabethtown, Ky. 0.3 (0.6) NA*
Evansville, Ind.-Ky. 21 (1.2) 1.4 (0.8)
Owensboro, Ky. 0.6 (1.2) NA*
Jackson, Tenn. 0.9 (1.4) 0.3 (0.5)
Joneshoro, Ark. 0.5 (1.0 NA*
Columbia, Mo. 0.4 (0.4) 1.0 (1.2)
Jefferson City, Mo. 0.5 (0.6) 15 (1.9
Springfield, Mo. 5.0 (2.5) 5.2 (2.6)

SOURCE: Bureau of Labor Statistics
*Series discontinued by BLS as of March 11, 2008

The revisions also change the picture of the recent performance of local economies. The
table presents the pre- and post-revision estimates of employment growth in 2007 for all 18
metro areas that lie predominantly within the Eighth District. The benchmarking involves data
revisions going back 21 months; so, year-over-year changes represent revised data for December

2007 and for December 2006.



Job growth in 2007 for Louisville is now estimated to have been 6,900 (1.1 percent),
nearly four times what was indicated by the initial estimates released in January. For Memphis,
the estimated job gains are now 5,400 (0.8 percent)—a reduction of nearly one-half from the
initial estimate. For Little Rock, job growth was revised down from 7,200 (2.1 percent) to 5,200
(1.5 percent). Despite the downward revisions, current data suggest that in all three of these metro
areas employment grew at least as fast as it did for the United States as a whole (0.8 percent)

In contrast, new estimates for the St. Louis metro area indicate that job growth was
substantially weaker than for the country as a whole. As of January 2008, St. Louis job growth
for last year was estimated to have been 24,500 (1.8 percent), but the new estimate shows job
growth of only 2,000 (0.1 percent). The largest revisions were for leisure and hospitality
(-6,800) and for trade, transportation and utilities (-4,600), although downward revisions were
the norm across sectors.

Data from some of the District’s smaller metro areas were also subject to substantial
revision. Job growth in Fayetteville-Springdale-Rodgers, Ark., was originally estimated to have
been 4,900 jobs in 2007. The revised data show only 900 more jobs. Smaller downward
revisions were also recorded for Fort Smith, Evansville and Jackson. Data were revised upward
for the metro areas of Bowling Green, Columbia, Jefferson City and Springfield.

Revised data for five of the smaller metro areas in the District are not available. In fact,
beginning with the March 11 data release, the BLS has discontinued its employment series for
these metro areas, along with 60 other small metropolitan areas across the country.

Although downward adjustments predominated in this year’s benchmark revisions of

Eight District job growth, none of the metro areas experienced declines in employment. For the

! The list of 65 small metropolitan areas for which employment data will be discontinued are available at:
http://www.bls.gov/sae/msareductions.htm. These cutbacks are being implemented to accommodate a reduction in
funding to the BLS that resulted from The 2008 Consolidated Appropriations Act enacted on December 26, 2007.




13 metro areas that were subject to revision, total employment growth in 2007 was lowered from

the initial estimate of 61,500 down to 34,000 new jobs.

Background: Jobs Data and Benchmarking

Why can employment estimates change so much? At any time, the most up-to-date
estimates of payroll employment in a metro area—the number of jobs—is provided by the
Current Employment Statistics (CES) program of the BLS. According to the BLS, each month it
surveys “about 160,000 businesses and government agencies, representing approximately
400,000 individual worksites,” from around the United States. Although the survey covers
hundreds of thousands of employers, these employers make up only a small percentage of all
businesses and worksites in the country (According to the BLS, there were more than 8.8 million
such establishments in the United States in June 2006.)

To calculate a comprehensive measure of metro area employment, the BLS needs to
estimate the number of establishments in the area. This is the primary reason for the sometimes-
large revisions to the CES data: the difficulty in estimating the number of establishments. When
the economy is in recovery, for example, new firms might be setting up and hiring workers very
quickly. The BLS doesn’t find out about the new firms or jobs until the unemployment
insurance records are updated, which can take several months or more. This lag is compounded
by the fact that small firms, which provide the bulk of jobs, might only need to provide
unemployment insurance information once a year rather than monthly or quarterly, as is required
of larger firms.

To estimate the number of establishments, the BLS relies on the Quarterly Census of

Employment and Wages (QCEW) (http://stats.bls.gov/cew/home.htm). The QCEW is a




tabulation of employment information for workers covered by state and federal unemployment
insurance programs. Because of its comprehensive nature, data from the QCEW cannot be
produced as quickly as data from the CES: Initial data are released 6 to 7 months after the end of
a quarter and are subject to subsequent revision. To fill in the blanks, the BLS estimates the
number of establishments using the QCEW as a benchmark. Each year, the BLS establishes new
benchmarks using updated data from the QCEW. Because of the lags and revisions to the
QCEW data, the yearly benchmarking affects employment data from the CES going back 21
months. This is why the estimates just released have affected the yearly employment changes for
2006 and 2007. Note also that the estimates for job growth in 2007 will change again in March
2009 because much of the data for 2007 will be affected by the benchmark revisions that will

occur then.

Appendix: Details for the Four Major MSAs

The four tables below provide the history of recent revisions to the yearly employment changes
for the St. Louis, Louisville, Memphis, and Little Rock MSAs. The first column of data is based
on the first estimates of December employment, which are released in the subsequent January.
The second data column is the estimate after the first benchmark revision, which happens in the
subsequent March, and the last column is the estimate after the second benchmark revision,
which occurs in March of the following year.

The sections following these tables provide additional details for the four major metro
areas in the Eighth District. Graphs illustrate the pre- and post-benchmark levels and growth
rates for total nonfarm payroll employment. For each of the four MSAs, a table breaks down the

revisions by sector.



Recent Benchmark Revisions
December-to-December change (thousands)

St. Louis Louisville-Jefferson County
First Second First Second
Benchmark  Benchmark Benchmark  Benchmark
Initial Release  Revision Revision Initial Release  Revision Revision
January March March January March March
year t year t+1 year t+1 year t+2 year t year t+1 year t+1 year t+2
2001 -21.6 -14.7 -12.3 2001 6.6 -10.6 -20.4
2002 -19.8 -17.6 -11.9 2002 -0.1 -1.9 -5.6
2003 -4.5 -11.3 13.8 2003 3 -2.7 35.1
2004 38.8 12.2 11.6 2004 0.7 2.7 5.8
2005 6.2 15.7 12.1 2005 6.3 4.4 6.6
2006 -0.4 13.6 16.2 2006 3.9 11.9 10.5
2007 24.5 2.0 2007 1.8 6.9
Little Rock-North Little Rock Memphis
First Second First Second
Benchmark  Benchmark Benchmark  Benchmark
Initial Release  Revision Revision Initial Release  Revision Revision
January March March January March March
year t year t+1 year t+1 year t+2 year t year t+1 year t+1 year t+2
2001 -3.7 -3 14 2001 -6.1 -14 -13.1
2002 -2.9 -0.2 0.9 2002 -11.9 -4.3 6.6
2003 -5 -1.9 8.4 2003 -0.4 0.8 26.2
2004 2.8 1.6 4.9 2004 0.9 4 5.1
2005 1.7 5.9 5.7 2005 13.2 11.5 13.7
2006 5.9 6.8 6.7 2006 6.1 9.3 10.3
2007 7.2 5.2 2007 10.1 5.4




St. Louis

The St. Louis MSA includes all or parts of the following counties: Bond, Calhoun, Clinton, Jersey,
Macoupin, Madison, Monroe, and St. Clair counties in Illinois; St. Louis City and Crawford (part),
Franklin, Jefferson, Lincoln, St. Charles, St. Louis, Warren, and Washington counties in Missouri.

Total Payroll Employment: St. Louis MSA
Quarterly Data, Seasonally Adjusted
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St. Louis MSA Employment Growth by Sector
December-to-December change (thousands)
Post-
Sector Pre-Benchmark Benchmark
2006 2007 2006 2007
Total Nonfarm 13.6 24.5 16.2 2.0
Natural Resources, Mining, & Construction 1.8 0.1 -0.3 -0.2
Manufacturing -3.2 -0.8 -2.9 -3.8
Trade, Transportation, & Utilities 1.2 6.3 2.2 1.7
Information -0.1 -0.2 0.4 0.0
Financial Activities 0.9 -0.6 0.8 1.1
Professional & Business Services 6.3 1.8 7.1 -1.1
Educational & Health Services 3.2 6.0 5.4 3.1
Leisure & Hospitality 1.3 7.1 1.2 0.3
Government 0.7 2.2 2.0 0.8




Louisville-Jefferson County

The Louisville-Jefferson County MSA includes the following counties: Clark, Floyd, Harrison,
and Washington counties in Indiana; Bullitt, Henry, Jefferson, Meade, Nelson, Oldham, Shelby, Spencer,
and Trimble counties in Kentucky.

Total Payroll Employment: Louisville-Jefferson County MSA
Quarterly Data, Seasonally Adjusted
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Louisville-Jefferson County MSA Employment Growth by Sector
December-to-December change (thousands)

Post-
Sector Pre-Benchmark Benchmark
2006 2007 2006 2007
Total Nonfarm 11.9 1.8 10.5 6.9
Natural Resources, Mining, & Construction -1.6 -0.6 -1.8 1.6
Manufacturing 2.3 -3.3 0.6 -3.0
Trade, Transportation, & Utilities 3.2 -0.4 35 1.6
Information 0.1 -0.5 0.3 -0.1
Financial Activities 1.3 -0.2 2.5 0.3
Professional & Business Services 2.3 0.6 2.0 1.0
Educational & Health Services 1.0 2.2 0.8 1.9
Leisure & Hospitality 1.2 1.4 1.9 0.8
Government 2.2 2.5 1.1 2.3




Memphis

The Memphis MSA includes the following counties: Crittenden county in Arkansas; DeSoto, Marshall,
Tate, and Tunica counties in Mississippi; Fayette, Shelby, and Tipton counties in Tennessee.

Total Payroll Employment: Memphis MSA
Quarterly Data, Seasonally Adjusted
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Memphis MSA Employment Growth by Sector
December-to-December change (thousands)
Post-
Sector Pre-Benchmark Benchmark
2006 2007 2006 2007

Total Nonfarm 9.3 10.1 10.3 5.4
Natural Resources, Mining, & Construction 1.0 0.2 -0.4 0.2
Manufacturing 0.0 0.2 -1.3 -0.1
Trade, Transportation, & Utilities 1.6 18 1.5 0.6
Information 0.1 0.0 05 -04
Financial Activities 0.1 -0.1 0.3 0.4
Professional & Business Services 1.9 1.2 5.0 0.9
Educational & Health Services 1.8 3.2 15 1.9
Leisure & Hospitality 2.7 3.8 3.0 0.8
Government -0.2 -0.4 0.6 0.3




Little Rock-North Little Rock-Conway

The Little Rock-North Little Rock-Conway MSA includes Faulkner, Grant, Lonoke, Perry, Pulaski, and
Saline counties in Arkansas.

Total Payroll Employment: Little Rock-North Little Rock MSA
Quarterly Data, Seasonally Adjusted
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Little Rock-North Little Rock MSA Employment Growth by Sector
December-to-December change (thousands)

Post-
Sector Pre-Benchmark Benchmark
2006 2007 2006 2007
Total Nonfarm 6.8 7.2 6.7 5.2
Natural Resources, Mining, & Construction 0.9 0.7 0.9 0.4
Manufacturing -0.3 -1.1 -0.1 -0.6
Trade, Transportation, & Utilities 1.0 1.4 0.8 -0.3
Information 0.4 0.1 -0.3 0.6
Financial Activities 0.2 -0.1 0.3 0.3
Professional & Business Services -0.2 0.8 0.9 -0.2
Educational & Health Services 1.9 1.2 1.7 2.2
Leisure & Hospitality 0.0 2.4 0.8 1.0
Government 2.4 1.2 1.4 2.0
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