Business Employment Dynamic

James R. Spletzer,
R. Jason Faberman,
Akbar Sadeghi,
David M. Talan,
and

Richard L. Clayton

James R. Spletzer is a
senior research
economist, R. Jason
Faberman is a
research economist,
Akbar Sadeghi is an
economist, and
David M. Talan is a
supervisory
economist, all in the
Office of Employment
and Unemployment
Statistics, Bureau of
Labor Statistics,
Washington, bc.
Richard L. Clayton is
Chief, Division of
Administrative
Statistics and Labor
Turnover, Office of
Employment and
Unemployment
Statistics. E-mail:
spletzer.jim@bls.gov

Business employment dynamics:
new data on gross job gains and losses

The new sLs business employment dynamics data series
captures establishment-level employment changes

that are absent from other BLs series; the detail provided
gives researchersinsight into business openings, closings,
expansions, and contractions across the stages

of the business cycle

ne of the most watched economic
Oindicators in the United States is the

monthly change in nonfarm payroll
employment released by the Bureau of Labor
Statigtics. Changesinthisindicator can affect stock
market movements and interest rate decisions
considerably. The monthly change in nonfarm
payroll employment gives the net change in the
number of jobsover aparticular month—theoverall
change, given that some establishments have
opened, some have expanded, some have con-
tracted, and somehave closed. Thisarticlepresents
new BLs data on quarterly gross job gains and
losses, documents their magnitude, and examines
the historical time series having to do with these
statisticsfrom 1992 to 2003.

The new BLs measures of gross job gains and
gross job losses afford a more thorough under-
standing of the employment decisions of the
millions of business establishments in the U.S.
economy. Examining establishment-level employ-
ment changesaidsin analyzing both thelarge gross
jobflowsthat underliethe substantially smaller net
employment changes and the establishment-level
employment dynamicsacrossvarious stages of the
business cycle.

The article begins with definitions of grossjob
gains and gross job losses. Following this intro-
ductory section are adescription of the source data
used by the Bureau to generate estimates of quar-
terly gross job gains and gross job losses and an
explanation of the methodology employed for
longitudinally linking establishment records. The

heart of the article is the presentation of the new
BLS business employment dynamics data series,
together with an analysis of the levels and move-
ments of gross job gains and gross job losses
during the past 10 years. Special attention isgiven
to technical issues such asthe seasonal adjustment
of gross job gains and gross job losses, how the
bus nessemployment dynamicsdatacomparewith
other BLs establishment-based employment series,
and establishment openings and closings relative
to births and desths. The article concludes with a
summary of ongoing work and planned future
enhancementsto the gross job gains and gross job
loss statistics at the Bureau.

Concepts and definitions

The net result of the millions of business estab-
lishments in the U.S. economy changing their
specificemployment level sisachangein aggregate
employment from one quarter to the next. While
this aggregate net change identifies the overall
growth or decline of the labor market, it does not
convey the underlying heterogeneity of the many
establishments that open, expand, contract, and
close every quarter. By contrast, statistics on gross
job gainsand gross job losses aggregate the estab-
lishment-level employment changesin such away
that one can observe and assess the underlying
dynamics.!

The Bureau uses a number of definitions
pertaining to gross job gains and gross job losses.
Gross job gains are the sum of al employment
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increases a either opening or expanding establishments. An
opening establishment is an establishment that has positive
employment in the current quarter and that either had zero
employment or wasnot in the database the previous quarter. An
expanding establishment is a continuous unit that increases its
employment from a positive level in the previous quarter to a
higher level inthe current quarter. Grossjob lossesarethe sum
of al employment losses at either closing or contracting estab-
lishments. A closing establishment is an establishment that had
positive employment in the previous quarter and that either has
zero employment or isnot in the databasein the current quarter.
A contracting establishment isacontinuous unit that decreases
its employment from the previous quarter to a lower positive
level inthe current quarter. Thefamiliar net changein employ-
ment i sthe difference between the grossjob gainsand thegross
job losses.

Many establishments do not change their level of
employment from onequarter to thenext. For example, between
the first and second quarters of 2003, 3.1 million U.S. es-
tablishments with workers did not change their employment
levels. Those establishments which keep their employment
constant do not contribute to the count of either gross job
gains or gross job losses. However, such establishments and
their employment levels are included in the count of the total
number of establishments and the aggregate level of
employment.

By dividing estimates of gross job gains and gross job
losses by the average of the current and previous quarters
employment, the Bureau expresses those estimates asrates.
Thisapproach provides asymmetric growth rate, so that one
can add and subtract the rates just as one can the levels. For
instance, the net growth rate is the difference of the gross
job gain rate and the gross job loss rate.

An example can help clarify the concepts of grossjob gains
and gross job losses. For the rest of this paragraph, the data
discussed are not seasondly adjusted. In March 2003 there
were 105,079,625 jobs, andin June 2003 therewere 107,615,979
jobs. Thus, employment increased by 2,536,354 jobsduring the
second quarter of 2003. This employment growth can be
decomposed into expanding, opening, contracting, and closing
establishments. Employment in expanding establishmentsgrew
by 7,229,797 jobs, employment in opening establishments by
1,754,671 obs. Theleve of grossjob gainswas 8,984,468 jobs
during the second quarter of 2003, arate of 8.5 percent. Employ-
ment in contracting establishments declined by 5,093,167 jobs,
and closing establishments accounted for the loss of 1,354,947
jobs. Thelevd of grossjob losseswas 6,448,114 jobsduring the
second quarter of 2003, arate of 6.1 percent. The difference
between the gross job gains and the gross job losses con-
stituted the net empl oyment increase of 2,536,354 jobs, arate
of 2.4 percent.

Both gross job gains and gross job losses are the sums of

30 Monthly Labor Review  April 2004

net changes in employment at the establishment level and
arereferred to collectively asgrossjob flows. For example, if
an establishment increasesits employment from 100 workers
to 120 workers, the 20 additional jobs are classified as gross
job gains. This count of gross job gains does not measure
the dynamics of workers into and out of jobs in the estab-
lishment. For instance, the addition of 20 jobs during the
guarter might have occurred either with the addition of 20
new hires or by the net of 30 new hires and 10 separations.
Counts of hires and separations, referred to asworker flows,
are published monthly by the Job Openings and Labor
Turnover Survey (JOLTS) program at the Bureau.

Longitudinal establishment microdata

Source of data.  The source of the data used for constructing
the new BLS business employment dynamics data seriesis the
Quarterly Census of Employment and Wages (QCEW), also
known as the ES-202 program. A comprehensive and accurate
source of information on employment and wages, the data
gathered in the QCEw program provide a virtual census (98
percent) of employees on nonfarm payrolls. In the second
quarter of 2003, the QCEW stati stics show an employment level
of 129.2million, in8.2million establishmentsinthe U.S. economy.
The QCew data are derived from quarterly Unemployment
Insurance (U1) administrative microdata. All employers subject
to State ul lawsarerequired to submit quarterly reportsdetailing
their monthly employment and quarterly wages to the State
Employment Security Agencies. After the microdataare edited
and, if necessary, corrected by the State Labor Market Infor-
mation staff, the States submit the data and other business
identification information to the Bureau as part of the Federal-
State cooperative QCEW program.

Because the gross job gain and gross job loss statistics are
defined from the establishment-level employment changes, itis
important to mention the definitions of establishment and
employment in the QCEw program. An establishment is an
economic unit that produces goods or services, usualy a
physical location engaged in one or predominantly one type of
economic activity. Thus, an establishmentisdifferent fromafirm
or acompany, which may consist of one or more establishments
at several locations. The Bureau, in cooperation with the States,
takes many steps to ensure that employers with multiple
establishments in a given State report employment and wage
data for specific establishments. Employment is defined as the
number of workerscovered by theul program (and whose wages
are therefore subject to employer Ul taxes) who earned wages
during the pay period that includes the 12th of the month. The
quarterly Ul microdata contain information on monthly em-
ployment; the gross job gain and gross job loss statistics use
employment in the third month of the quarter asthe measure of
an establishment’squarterly employment.



The gross job gain and gross job loss statistics published
by the Bureau are derived from a subset of the establishments
covered in the QcEwdatabase. Government establishments
are excluded, as are both private households (NAICS 814110)
and establishmentswith zero employment in two consecutive
quarters. Establishmentsin Puerto Rico and the Virgin Islands
also areexcluded.

Thelinkage methodology. Following establishments across
time with administrative ul microdata is a complex and chal-
lenging exercise. Creating the business employment dynamics
dataseriesrequires athorough understanding of how businesses
operateand how they filetheir ul tax forms. Themanner inwhich
businesses report administrative changes and changes in
ownership can result in establishments obtaining new ul
identifiers even though no economic changes occurred. Failing
to capture and link such noneconomic changes would result in
an overstatement of establishment openings and closings and
thus an overstatement of job turnover in the economy. Ac-
cordingly, the Bureau has developed a multistep process for
linking business establishment data over time.2 The process
consists of four steps: two distinct administrative matches, a
probability-based weighted match, and an analyst intervention
match.

TheBLslinkage processisbased on the unique establishment
identifier maintained by the States. The first step is to link
establishmentsthat maintain the sameidentifier across quarters.
This step is followed by a match using predecessor and suc-
cessor information that identifies distinct establishments as
continuous across quarters in situations where the ul estab-
lishment identifier changes as aresult of achangein ownership
or achangein thereporting configuration of amultiestablishment
company. In most cases, businesses that buy another business
must report their assumption of liability for paying the bought-
out business' Ul taxestothe State. Thesereported linkages make
up the vast majority of predecessor and successor linkages;
othersareidentified by the State L abor Market Information staff.
The third step in the BLs linkage process is a probability-based
weighted match, using information such as the name, street
address, and telephone number of the establishment to link a
closing establishment in the previous quarter with an opening
establishment in the current quarter when continuity appearsto
warrant such alinkage. Thefinal step inthe matching processis
ananaydt’sreview and possiblemanual linkage of selected large
unmatched records.

Gross job gains and gross job losses

Cross-sectional results. The seasonally adjusted time
series of gross job gains and gross job losses are presented
in table 1. During the second quarter of 2003, the economy
lost a (seasonally adjusted) total of 180,000 jobs. This

employment declineis the net result of two factors: the jobs
gained by opening and expanding establishments and the
jobslost by closing and contracting establishments. Opening
and expanding establishments gained 7.5 million jobsin the
second quarter of 2003, while closing and contracting estab-
lishments lost 7.7 million jobs. Each of these figuresis sub-
stantialy larger than the net employment change statistic,
which illustrates the sizable amount of job “churning” that
occursin the U.S. economy every quarter.

Gross job gains result from expanding and opening es-
tablishments. How large are these two components relative to
each other? Table 1 shows that, in the second quarter of 2003,
employment in expanding establishments grew by 6.0 million
jobs and employment in opening establishments grew by 1.5
million. These statigticsindicate that expanding establishments
account for 80 percent, and opening establishments for 20
percent, of quarterly gross job gains. With regard to gross job
losses, employment in contracting establishments declined by
6.1 million jobs, employment in closing establishments by 1.6
million jobs. Thus, contracting establishments accounted for 80
percent, and closing establishments for 20 percent, of quarterly
gross job losses. Expanding and contracting establishments
accounted for most jobs gained and lost when measured
quarterly.

Measured in percentages rather than levels, the gross
job gain rate in the U.S. private-sector economy was 7.0
percent between March 2003 and June 2003, and the gross
job loss rate for the quarter was 7.3 percent. (See table 2.)
The interpretation of these statistics is that the jobs gained
in opening and expanding establishments during the
quarter made up 7.0 percent of the total number of jobs and
the jobs lost from closing and contracting establishments
during the quarter constituted 7.3 percent of thetotal number
of jobs. The difference of —0.3 percent between the gross job
gain rate and the gross job loss rate is the net employment
growth rate, seasonally adjusted, between March 2003 and
June 2003.

An important component of the business employment
dynamics data seriesis the establishment counts underlying the
grossjob gains and gross job losses. These counts are reported
intable 3 onaseasondly adjusted basis, withratesgivenintable
4. Looking at the second quarter of 2003 in each tablerevea sthat
there were about 1.5 million expanding establishments (22.6
percent of all active establishments) and 1.5 million contracting
establishments (22.9 percent) during the quarter. Approximately
332,000 establishments (5.2 percent) opened during the quarter,
and 337,000 establishments (5.3 percent) closed during the
quarter. Thedifference of the number of opening establishments
and the number of closing establishments (—5,000) is the net
changeinthe number of active establishmentsduring thequarter.

The statistics from tables 1 and 3 indicate that the average
expanding establishment added 4.1 jobs during the quarter
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Table 1. Private-sector gross job gains and job losses, seasonally adjusted quarterly data, September 1992

to June 2003
[In thousands]
Gross job gains Gross job losses
3 th ded— L
months ende Net change Expanding Opening Contracting Closing
Total establishments | establishments Total establishments | establishments

1992:

September .........cooeeiiiiiinns 276 7,233 5,528 1,705 6,957 5,362 1,595

December .........ccoooveiiiiiiiins 344 7,162 5,504 1,658 6,818 5,428 1,390
1993:

March 534 7,511 5,532 1,979 6,977 5,318 1,659

June . 636 7,290 5,757 1,533 6,654 5,260 1,394

September .........ccoeeiiiiiinns 709 7,383 5,770 1,613 6,674 5,322 1,352

December .........ccoooeeiiiiiiiins 754 7,481 5,876 1,605 6,727 5,357 1,370
1994:

March......ccccoeviiiiiciiie 643 7,502 5,880 1,622 6,859 5,401 1,458

JUNE i 880 7,761 6,033 1,728 6,881 5,400 1,481

September 1,025 7,838 6,121 1,717 6,813 5,493 1,320

December 614 7,682 6,044 1,638 7,068 5,602 1,466
1995:

March ......c.ccooeviniiiciiiis 830 7,858 6,180 1,678 7,028 5,647 1,381

June . 307 7,705 6,020 1,685 7,398 5,934 1,464

September ..o 673 7,873 6,211 1,662 7,200 5,667 1,533

December .........ccooeeiiiiiiiins 570 8,023 6,287 1,736 7,453 5,916 1,537
1996:

March ......ccccoevvniiiciii 432 7,980 6,262 1,718 7,548 6,030 1,518

June ...... 594 8,111 6,329 1,782 7,517 5,961 1,556

September . 590 8,146 6,285 1,861 7,556 5,988 1,568

December .........ccoooveiiiiiiiins 827 8,267 6,390 1,877 7,440 5,906 1,534
1997:

March ......ccccveviviiiciiiies 823 8,305 6,463 1,842 7,482 5,886 1,596

June . 627 8,139 6,386 1,753 7,512 5,924 1,588

September .........cceeiiiiiinns 876 8,608 6,674 1,934 7,732 5,972 1,760

December .........ccooveiiiiiiiins 642 8,673 6,674 1,999 8,031 6,098 1,933
1998:

March ......ccccoevvviiiiiiis 777 8,829 6,668 2,161 8,052 6,120 1,932

June ...... 677 8,739 6,601 2,138 8,062 6,191 1,871

September . 759 8,587 6,600 1,987 7,828 6,123 1,705

December .........ccoooeeiiiiiiiins 619 8,482 6,704 1,778 7,863 6,115 1,748
1999:

March 401 8,804 6,720 2,084 8,403 6,454 1,949

June . 587 8,806 6,803 2,003 8,219 6,383 1,836

September .........coeeiiiiiiinns 752 8,938 6,931 2,007 8,186 6,335 1,851

December .........ccoooveiiiiiiinns 950 9,066 7,046 2,020 8,116 6,303 1,813
2000:

March ......c.ccoevieiiiciiiis 719 8,847 6,938 1,909 8,128 6,414 1,714

June ...... 534 8,723 6,938 1,785 8,189 6,463 1,726

September . 407 8,854 6,930 1,924 8,447 6,620 1,827

December .........ccooeeiiiiiiiins 301 8,680 6,867 1,813 8,379 6,594 1,785
2001:

March ......ccccoeviviiiiiiiis —281 8,474 6,700 1,774 8,755 6,883 1,872

June ...... —782 8,217 6,413 1,804 8,999 7,115 1,884

September . -1,080 7,898 6,104 1,794 8,978 7,060 1,918

December .........ccoooveiiiiiiinns -808 7,902 6,083 1,819 8,710 6,930 1,780
2002:

March ......ccccoeiviiiiiiiies -276 8,013 6,200 1,813 8,289 6,545 1,744

June ... -81 8,010 6,223 1,787 8,091 6,372 1,719

September . 71 7,922 6,208 1,714 7,851 6,257 1,594

December .........ccoooveiiiiiiiins 70 7,746 6,114 1,632 7,816 6,189 1,627
2003:

March ......c.ccoeviviiiciiiis —478 7,441 5,904 1,537 7,919 6,361 1,558

JUNE i -180 7,510 5,988 1,522 7,690 6,140 1,550
1 Net change is the difference between total gross job gains and total gross job losses.
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Private-sector gross job gains and job losses, as a percentage of employment,® seasonally adjusted
quarterly data, September 1992 to June 2003
[In percent]
Gross job gains Gross job losses
8 months ended— Net change? i Expanding Opening Contracting Closing
Total establishments | establishments Total establishments | establishments
1992:
September 3 8.1 6.2 1.9 7.8 6.0 1.8
December 2 7.9 6.1 1.8 7.7 6.1 1.6
1993: ........
March .6 8.3 6.1 2.2 7.7 59 1.8
June .8 8.1 6.4 1.7 7.3 5.8 15
September .8 8.1 6.3 1.8 7.3 5.8 1.5
December .8 8.1 6.4 1.7 7.3 5.8 15
1994:
March.... 7 8.1 6.3 1.8 7.4 5.8 1.6
June .9 8.3 6.5 1.8 7.4 5.8 1.6
September 1.1 8.3 6.5 1.8 7.2 5.8 1.4
December 6 8.0 6.3 1.7 7.4 5.9 15
1995:
.8 8.1 6.4 1.7 7.3 5.9 1.4
.3 7.9 6.2 1.7 7.6 6.1 1.5
September .. N 8.1 6.4 1.7 7.4 5.8 1.6
December 5 8.2 6.4 1.8 7.7 6.1 1.6
1996:
March.... 6 8.2 6.4 1.8 7.6 6.1 15
June ..... 6 8.2 6.4 1.8 7.6 6.0 1.6
September .. 6 8.2 6.3 1.9 7.6 6.0 1.6
December 9 8.3 6.4 1.9 7.4 5.9 15
1997:
March .8 8.2 6.4 1.8 7.4 5.8 1.6
June ..... .6 8.0 6.3 1.7 7.4 5.8 1.6
September .. . .9 8.4 6.5 1.9 7.5 5.8 1.7
December ........ccccceeveeiieniene .6 8.4 6.5 1.9 7.8 59 1.9
1998:
March.... 7 8.5 6.4 21 7.8 5.9 1.9
June ..... .6 8.3 6.3 2.0 7.7 59 1.8
September .. .8 8.2 6.3 1.9 7.4 5.8 1.6
December 5 8.0 6.3 1.7 7.5 5.8 1.7
1999:
March.... 4 8.3 6.3 2.0 7.9 6.1 1.8
June ..... .6 8.3 6.4 1.9 7.7 6.0 1.7
September .. 7 8.3 6.4 1.9 7.6 5.9 17
December 9 8.4 6.5 1.9 7.5 5.8 1.7
2000:
March 6 8.1 6.4 1.7 7.5 59 1.6
June ..... 4 7.9 6.3 1.6 7.5 59 1.6
September .. . 3 8.0 6.3 1.7 7.7 6.0 17
December ........cccoevviiiieniene 2 7.8 6.2 1.6 7.6 6.0 1.6
2001:
March.... -2 7.7 6.1 1.6 7.9 6.2 1.7
June ... -8 7.4 5.8 1.6 8.2 6.5 1.7
September .. -1.1 7.2 5.6 1.6 8.3 6.5 18
December -7 7.3 5.6 1.7 8.0 6.4 1.6
2002:
March.... -2 7.5 5.8 1.7 7.7 6.1 1.6
June ..... 0 7.5 5.8 1.7 75 5.9 1.6
September .. 1 7.4 5.8 1.6 7.3 5.8 1.5
December -1 7.2 5.7 1.5 7.3 5.8 1.5
2003:
March ... -5 6.9 55 1.4 7.4 59 1.5
June -3 7.0 5.6 1.4 7.3 5.8 15
The rates measure gross job jains and gross job losses as a percentage 2 Net change is the difference between total gross job gains and total
of the average of the previous and current employment figures. gross job losses.
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Table 3. Private-sector establishments, by direction of employment change, seasonally adjusted quarterly data,

September 1992 to June 2003
[In thousands]
Establishments gaining jobs Establishments losing jobs
3 months ended— Net change* i Expanding Opening Contracting Closing
Total establishments | establishments Total establishments | establishments

1992:

September ........cccoveerirneens 11 1,576 1,287 289 1,541 1,263 278

December .......ccccoecevririeiennn 24 1,591 1,294 297 1,534 1,261 273
1993:

March .....cooovveiiniciieie 32 1,614 1,310 304 1,537 1,265 272

June ...... 26 1,631 1,337 294 1,521 1,253 268

September 37 1,647 1,348 299 1,530 1,268 262

December ... 23 1,655 1,365 290 1,544 1,277 267
1994:

March ..o 13 1,644 1,356 288 1,576 1,301 275

June ...... 29 1,700 1,390 310 1,570 1,289 281

September ... 38 1,715 1,404 311 1,579 1,306 273

December ........cccoeeeerinieiennn. 13 1,693 1,394 299 1,613 1,327 286
1995:

March ..o 31 1,717 1,411 306 1,616 1,341 275

June ...... 26 1,697 1,390 307 1,640 1,359 281

September 7 1,715 1,412 303 1,649 1,353 296

December ........cccoeeveriiieiennn. 23 1,726 1,409 317 1,656 1,362 294
1996:

March .....ccoovveiiniciieie 15 1,736 1,424 312 1,663 1,366 297

June ...... 22 1,745 1,426 319 1,674 1,377 297

September ... 36 1,762 1,432 330 1,675 1,381 294

December ........cccoecveriieiennn 35 1,787 1,455 332 1,673 1,376 297
1997:

March ..o 31 1,801 1,471 330 1,683 1,384 299

JUNE i 18 1,783 1,463 320 1,702 1,400 302

September 17 1,810 1,482 328 1,706 1,395 311

December 9 1,818 1,482 336 1,736 1,409 327
1998:

March ..o 19 1,814 1,469 345 1,738 1,412 326

June ...... 56 1,841 1,487 354 1,706 1,408 298

September ... 22 1,824 1,488 336 1,744 1,430 314

December .......ccccoeeernieiennn. 2 1,831 1,512 319 1,730 1,413 317
1999:

March ..o 11 1,827 1,493 334 1,766 1,443 323

JUNE e -1 1,847 1,506 341 1,785 1,443 342

September 16 1,860 1,510 350 1,783 1,449 334

December 36 1,903 1,539 364 1,758 1,430 328
2000::

March .....cooovveiiiciieine 24 1,882 1,525 357 1,810 1,477 333

June ...... 20 1,876 1,526 350 1,819 1,489 330

September 23 1,879 1,520 359 1,821 1,485 336

December .......ccccoeeeernieiennn. 12 1,863 1,512 351 1,831 1,492 339
2001:

March .....ccoovveiiinciieie 5 1,849 1,502 347 1,841 1,499 342

JUNE i -3 1,811 1,473 338 1,861 1,520 341

September -8 1,774 1,435 339 1,878 1,531 347

December 6 1,775 1,429 346 1,856 1,516 340
2002:

March 4 1,786 1,444 342 1,834 1,496 338

June 6 1,794 1,447 347 1,825 1,484 341

September .........ccccovveeninnnn 38 1,805 1,460 345 1,781 1,474 307

December .......ccccoeevvriiieiennnn. 12 1,798 1,453 345 1,809 1,476 333
2003:

March ..o -4 1,756 1,420 336 1,859 1,519 340

JUNE e -5 1,783 1,451 332 1,802 1,465 337
* Net change is the difference between the number of opening establishments and the number of closing establishments.
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Table 4. Private-sector establishments, by direction of employment change, as a percentage of total establishments,*

seasonally adjusted quarterly data, September 1992 to June 2003
[In percent]
Establishments gaining jobs Establishments losing jobs
— 2
3 months ended Net change Total Expanding Opgning Total Cont‘racting Closing
establishments | establishments establishments | establishments
1992:
September ... 0.2 29.5 24.1 5.4 28.8 23.6 52
December .... 4 29.6 24.1 5.5 28.6 235 51
1993:
.6 29.8 24.2 5.6 28.4 23.4 5.0
June 5 29.9 245 5.4 27.9 23.0 49
September ... .6 30.0 24.6 5.4 27.9 23.1 4.8
December .... 4 29.9 24.7 5.2 27.9 23.1 4.8
1994:
2 29.6 24.4 5.2 28.4 23.4 5.0
June .6 30.5 24.9 5.6 28.1 23.1 5.0
September ... .6 30.5 25.0 55 28.2 23.3 49
December .... 2 30.0 24.7 5.3 28.6 235 51
1995:
.6 30.3 24.9 5.4 28.4 23.6 4.8
June 5 29.7 243 5.4 28.7 23.8 49
September ... 1 29.9 24.6 5.3 28.8 23.6 52
December .... 4 30.0 245 5.5 28.8 23.7 51
1996:
.3 30.0 24.6 5.4 28.7 23.6 51
June 4 30.1 24.6 55 28.8 23.7 51
September ... N 30.2 245 5.7 28.6 23.6 5.0
December .... 5 30.4 24.8 5.6 28.5 23.4 51
1997:
5 30.5 24.9 5.6 28.5 23.4 51
June 3 30.0 24.6 5.4 28.7 23.6 51
September ... .3 30.3 24.8 5.5 28.6 23.4 52
December .... 1 30.4 24.8 5.6 29.0 235 55
1998:
.3 30.2 245 5.7 28.9 235 54
June 1.0 30.5 24.6 5.9 28.2 23.3 49
September ... .3 30.0 245 5.5 28.7 235 52
December .... .0 30.0 24.8 5.2 28.4 23.2 52
1999:
2 29.9 24.4 5.5 28.9 23.6 53
June .0 30.2 24.6 5.6 29.2 23.6 5.6
September ... .3 30.3 24.6 5.7 29.0 23.6 54
December .... .6 30.9 25.0 5.9 28.5 23.2 53
2000:
4 30.4 24.6 5.8 29.2 23.8 54
June .3 30.1 245 5.6 29.2 23.9 53
September ... .3 30.0 243 5.7 29.1 23.7 54
December .... 2 29.7 24.1 5.6 29.2 23.8 54
2001:
1 29.4 23.9 55 29.2 23.8 54
June .0 28.8 23.4 5.4 29.5 24.1 54
September ... -1 28.2 22.8 5.4 29.8 24.3 55
December .... 1 28.2 22.7 55 29.5 24.1 54
2002:
.0 28.3 22.9 5.4 29.1 23.7 54
June 1 28.4 22.9 5.5 28.8 23.4 54
September ... .6 28.4 23.0 5.4 28.0 23.2 4.8
December .... 2 28.2 22.8 5.4 28.3 23.1 52
2003:
.0 27.5 22.2 5.3 29.0 23.7 53
-1 27.8 22.6 5.2 28.2 22.9 53
1 The rates measure establishments gaining or losing jobs as a percentage 2Net change is the difference between total gross job gains and total
of the average of the number of establishments in the previous and current  gross job losses.
quarters.
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(5.988 million jobsdivided by 1.451 million establishments)
and the average contracting establishment lost 4.2 jobs during
the quarter (6.140 million jobs divided by 1.465 million
establishments). A similar calculation showsthat the average
opening establishment starts with 4.6 employees in its first
quarter of positive employment and the average closing
establishment isresponsible for the loss of 4.6 employeesin
thefinal quarter inwhichiit still has employees.

These business employment dynamics data add to the
labor market statistics currently available from the Bureau.
Thetraditional measure of net employment change produced
by the Bureau indicatesthat employment fell by 180,000 jobs
(seasonally adjusted) during the second quarter of 2003. The
gross job gains and gross job loss statistics signal that this
net employment lossistheresult of 6.0 million jobs added at
1.5 million expanding establishments, 1.5 million jobs added
at 332,000 opening establishments, 6.1 millionjobslost at 1.5
million contracting establishments, and 1.6 million jobslost at
337,000 closing establishments. These large gross job flows
underlie the substantially smaller net employment change
statistic and were calculated from the same administrative ul
microdata, without any additional data collection efforts or
any additional burden on respondents.

The business empl oyment dynamics statistics al so expand
our understanding of the U.S. economy. Primarily, the gross
job flow and establishment flow statistics reveal the tre-
mendous amount of churning underlying the net growth rates.
Each quarter inthe U.S. economy, millions of establishments
remaining in operation are adding or subtracting from their
workforces, creating a turnover of millions of jobs. At the
same time, hundreds of thousands of establishments open
and close, causing the simultaneous gain and loss of millions
of jobs. These business employment dynamics statistics
demonstrate that asizable number of jobsand establishments
appear and disappear in the short time frame of 3 months.

Time-seriesresults.  Thebusinessemployment dynamicsdata
for any given quarter highlight thelarge amount of churning that
underlies net employment growth. One of the principa uses of
these data is to gain an understanding of this continuous
churning over the course of the business cycle, which, toalarge
degree, isdefined by the growth (or shrinkage) of employment.
The new BLS gross job gain and gross job loss statistics will
enable researchers to analyze the extent to which economic
recessions and expansions are characterized by changes in
business expansions and openings, by changes in business
contractions and closings, or by a combination of the two.
Chart 1 showsthe quarterly net employment growth ratefrom
the new BLS business employment dynamics data series. The
recent recession, which was dated by the National Bureau of
Economic Research (NBER) as occurring between March 2001
and November 2001, is clearly evident. Prior to the recession,
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betweenthethird quarter of 1992 and thefirst quarter of 2000, net
employment growth had been positive every quarter, averaging
0.7 percent per quarter. But then, during the recession, net
employment growth was negativein all quartersof 2001, with
alow of —1.1 percent in the third quarter.

The seasonally adjusted gross job gain and gross job loss
ratesareplotted in chart 2. Asexplained earlier, the difference
between the gross job gain rate and the grossjob loss rate is
the familiar net employment growth rate depicted in chart 1.
When gross job gains are above gross job losses, there are
net employment gains; when gross job losses exceed gross
job gains, there are net employment losses.

The most recent business cycle is evident in chart 2. Be-
tween the third quarter of 1992 and the first quarter of 2000,
the gross job gain rate was relatively constant, averaging 8.2
percent per quarter, and the gross job loss rate also was
relatively constant, averaging 7.5 percent per quarter. The
gross job gain rate started to decline in 2000 and dropped
substantially in 2001 (to 7.2 percent in the third quarter of the
|atter year). Thegrossjob lossrateincreased considerably in
2001, rising to ahigh of 8.3 percent in thethird quarter. Thus,
the declining net employment growth rate during thefirst three
quarters of 2001 is characterized by both afalling gross job
gainrate and arising gross job loss rate.

With the official ending of the NBER-dated recessionin late
2001, the gross job loss rate decreased considerably and, by
early to mid-2002, returned to a rate comparable to its pre-
recession rates. The same cannot be said for the gross job
gain rate following the recession: in calendar year 2002, the
grossjob gain ratesremained in the range from 7.2 percent to
7.5 percent, substantially lower than the measure's pre-
recession rates.

The time series of gross job gain rates at expanding and
opening establishments, and gross job loss rates at contracting
and closing establishments, arepresented in chart 3. Immediately
obviousisthe previoudy stated observation that, for any given
quarter, expanding and contracting establishments account for
most jobs gained and most jobs lost, respectively, measured on
a quarterly frequency. Thisis seen in the fact that the job gain
rate for expanding establishments and the job loss rate for
contracting establishmentsare in the neighborhood of roughly 6
percent, whereas the job gain rate for opening establishments
andthejob lossratefor closing establishmentsarealmost dway's
below 2 percent.

The business cycle is most evident in the expanding and
contracting establishments. (See chart 3.) The difference
between the grossjob gain rate due to expansions and the gross
job loss rate due to contractions mirrors the overall difference
between the gross job gain rate and the gross job lossrate. The
difference between the gross job gain rate due to openings and
thegrossjob lossrate dueto closings does exhibit somebusiness
cycle properties, but this differenceis quite small relative to the
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Grossjob gain and lossrates, seasonally adjusted quarterly data, September 1992
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difference between the corresponding rates for expansions and
contractions. The time series of net employment growth rates
from the net of expanding and contracting establishments, as
well asthat from the net of opening and closing establishments,
is presented in chart 4.

Discussion of technical issues

Seasonal adjustment. Non-seasonally adjusted grossjob gain
and gross job |oss statistics are presented in table 5. These data
show large seasonal patterns. The net employment change in
thefirst quarter of theyear isconsistently negative, with declines
of morethan 2 million jobsin each of thefirst quarters of recent
years. Thisfirst-quarter declineisthen consistently followed by
alargeincreasein employment inthe second quarter of theyear.
Thefirst-quarter declineisdriven by grossjob losses, the second
quarter increase by gross job gains. This seasond patternis not
surprising, given factors such as the weather, temporary hiring
for major holidays, and the opening and closing of schoals.
The seasona patterns in quarterly net employment growth
and in the underlying grossjob gain and grossjob loss statistics
follow a more or less regular pattern each year; thus, their
influence can be eliminated with standard seasonal adjustment
techniques. However, athough seasonal adjustment makes
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long-term trends and cyclical developments much easier to
recognize, seasonally adjusting the business employment
dynamics data series introduces complications into the basic
definition of the net change in employment as the difference
between gross job gains and gross job losses.

In approaching the issue of seasonally adjusting the business
employment dynamics data, the Bureau follows the accepted
statistical methodology of seasonally adjusting the component
series and building up from the underlying publication levels.
Thetime series of jobs gained or lost from opening, expanding,
closing, and contracting establishments are independently
seasond ly adjusted, and the seasonal ly adjusted net empl oyment
change is then computed as the difference between gross jobs
gained (seasonally adjusted) and gross jobs lost (seasonally
adjusted). The resulting seasonally adjusted time series of net
employment change, which is derived by summing the four
component series, will differ from the net employment change
estimated from seasonally adjusting the employment levelsand
taking first differences. As a result, in presenting the business
employment dynamics data series, the Bureau has chosen not to
present employment levelsin the seasonally adjusted tables.

Comparisonswith other BLsdata series.  The net employment
change from the businessemployment dynami csdata serieswill
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not match the net employment change from the BLS monthly
Current Employment Statistics (CES) survey. With a sample
size of more than 400,000 busi ness establishments per month
covering about one-third of total nonfarm employment, the
CES survey provides detailed and timely industry data on
employment, hours, and earnings of workers on nonfarm
payrolls. The employment estimates from the CES survey are
usually thefirst major economic indicatorsto berel eased each
month and arewidely used by policymakers and the business
community.

There are three key reasons that the business employment
dynamicsdata serieswill not match the CES estimates. First, the
CES estimates are based on monthly surveys from a sample of
establishments and are available within 2 to 3 weeks of the
reference period, whereas the gross job gain and gross job loss
statistics are based on a quarterly census of administrative
recordsand are published 8 months after theend of thereference
period. Second, the CES survey has a coverage different from
that of the business employment dynamics series—excluding
the agriculture sector, but including establishments not covered
by the ul program, such asrailroadsand religious organi zations.
Third, as described in the previous section, computing a
seasonaly adjusted net employment change from seasonally
adjusted component series (openings, expansions, contractions,

and closings) is different from estimating the net employment
change from aseasonally adjusted total employment series.

It is wise to be cautious in attempting to compare net
employment change statistics from the CES survey with those
from the business employment dynamics data series. The
intended use of the latter isto show the large gross job flows
that underlie the net change in aggregate employment levels.
Data userswho want timely information or who want to track
net changesin aggregate employment levelsover timewithout
regard to the underlying gross job gains and gross job loss
statistics should refer to the CES data.

Still, athough the net employment change statistic from the
CES survey and that from the business employment dynamics
data series may differ in any specific quarter, the time-series
behavior of the seasonally adjusted net employment changefrom
thetwo seriesisquitesimilar. (Seechart 5.4) Thissimilarity should
not be surprising, because the CES survey benchmarks to the
QCEW. During the 1990s, the net employment change from the
two data series show the same pattern, abeit with differencesin
any given quarter. Both data series exhibit a substantial decline
in net employment growth during 2001, with continued negative
net employment growth through calendar year 2002. The two
most prominent deviations of thetwo dataseriesfrom each other,
asseeninchart 5, arethetiming of thetrough for net employment
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Private-sector gross job gains and job losses, non-seasonally adjusted quarterly data, September 1992

to June 2003

Employment Gross job gains Gross job losses
Year
and Previous Current Net Expanding Opening Contracting Closing
quarter quarter quarter change Total establishments | establishments Total establishments | establishments
90,030,906 | 90,062,201 31,295 | 6,694,437 5,185,801 1,508,636 6,663,142 5,253,172 1,409,970
90,062,201 | 90,202,907 140,706 | 7,016,541 5,546,759 1,469,782 6,875,835 5,572,915 1,302,920
90,202,907 | 88,530,171 | —1,672,736 6,817,100 4,706,266 2,110,834 8,489,836 6,319,158 2,170,678
88,530,171 | 91,795,987 3,265,816 8,712,639 6,929,245 1,783,394 5,446,823 4,234,364 1,212,459
91,795,987 | 92,207,606 411,619 6,831,071 5,407,537 1,423,534 6,419,452 5,222,709 1,196,743
92,207,606 | 92,787,273 579,667 | 7,345,315 5,920,848 1,424,467 6,765,648 5,483,227 1,282,421
92,787,273 | 91,214,492 | -1,572,781 | 6,762,591 5,027,475 1,735,116 8,335,372 6,423,172 1,912,200
91,214,492 | 94,820,452 3,605,960 9,243,823 7,237,053 2,006,770 5,637,863 4,354,033 1,283,830
94,820,452 | 95,484,367 663,915 7,236,252 5,726,384 1,509,868 6,572,337 5,401,123 1,171,214
95,484,367 | 95,961,088 476,721 7,551,187 6,096,852 1,454,335 7,074,466 5,705,136 1,369,330
95,961,088 | 94,560,606 | —1,400,482 | 7,132,762 5,326,685 1,806,077 8,533,244 6,718,309 1,814,935
94,560,606 | 97,623,447 | 3,062,841 9,135,720 7,182,433 1,953,287 6,072,879 4,806,987 1,265,892
97,623,447 | 97,918,679 295,232 7,238,062 5,786,393 1,451,669 6,942,830 5,581,227 1,361,603
97,918,679 | 98,409,573 490,894 7,912,085 6,370,566 1,541,519 7,421,191 5,990,164 1,431,027
98,409,573 | 96,530,970 | —1,878,603 | 7,296,438 5,429,595 1,866,843 9,175,041 7,172,656 2,002,385
96,530,970 | 99,905,399 | 3,374,429 9,574,969 7,519,880 2,055,089 6,200,540 4,861,123 1,339,417
....| 99,905,399 /100,039,834 134,435 | 7,433,502 5,822,305 1,611,197 7,299,067 5,900,582 1,398,485
.1100,039,834 (100,848,104 808,270 8,180,473 6,507,956 1,672,517 7,372,203 5,951,339 1,420,864
.1100,848,104 | 99,400,380 | —1,447,724 7,650,275 5,630,317 2,019,958 9,097,999 6,985,729 2,112,270
.| 99,400,380 102,741,932 | 3,341,552 | 9,576,754 7,564,511 2,012,243 6,235,202 4,875,449 1,359,753
.1102,741,932 103,087,995 346,063 | 7,808,898 6,148,921 1,659,977 7,462,835 5,885,241 1,577,594
.1103,087,995 103,814,819 726,824 | 8,620,430 6,829,860 1,790,570 7,893,606 6,117,694 1,775,912
....|103,814,819 |102,201,556 | —-1,613,263 8,203,574 5,819,061 2,384,513 9,816,837 7,247,199 2,569,638
.1102,201,556 |105,745,572 3,544,016 | 10,266,444 7,823,083 2,443,361 6,722,428 5,128,625 1,593,803
.1105,745,572 105,895,205 149,633 | 7,741,331 6,045,188 1,696,143 7,591,698 6,049,428 1,542,270
.1105,895,205 106,669,216 774,011 8,473,855 6,872,921 1,600,934 7,699,844 6,108,728 1,591,116
....| 106,669,216 104,637,156 | —2,032,060 8,186,652 5,881,407 2,305,245 10,218,712 7,621,358 2,597,354
.|1104,637,156 (108,121,039 3,483,883 | 10,361,230 8,075,511 2,285,719 6,877,347 5,311,276 1,566,071
.1108,121,039 (108,182,154 61,115 8,022,495 6,316,593 1,705,902 7,961,380 6,277,917 1,683,463
108,182,154 109,278,661 1,096,507 | 9,031,448 7,207,652 1,823,796 7,934,941 6,298,406 1,636,535
....| 109,278,661 (107,672,227 | —1,606,434 | 8,208,752 6,097,257 2,111,495 9,815,186 7,531,814 2,283,372
.1107,672,227 (111,115,514 3,443,287 | 10,306,902 8,269,019 2,037,883 6,863,615 5,384,637 1,478,978
.|111,115,514 |110,783,450 -332,064 7,916,328 6,284,783 1,631,545 8,248,392 6,582,852 1,665,540
110,783,450 |111,182,910 399,460 8,627,728 6,985,872 1,641,856 8,228,268 6,622,454 1,605,814
111,182,910 108,561,077 | —2,621,833 7,880,090 5,924,318 1,955,772 10,501,923 8,018,068 2,483,855
....| 108,561,077 |110,734,261 | 2,173,184 | 9,735,188 7,671,463 2,063,725 7,562,004 5,936,261 1,625,743
.|1110,734,261 (109,000,401 | -1,733,860 7,040,777 5,519,373 1,521,404 8,774,637 7,023,453 1,751,184
.1109,000,401 (108,173,134 —827,267 7,795,254 6,147,166 1,648,088 8,622,521 7,025,677 1,596,844
108,173,134 |105,810,039 | —2,363,095 | 7,506,355 5,512,394 1,993,961 9,869,450 7,560,400 2,309,050
....| 105,810,039 (108,514,155 | 2,704,116 | 9,511,664 7,462,523 2,049,141 6,807,548 5,316,536 1,491,012
.1108,514,155 107,896,027 —618,128 | 7,058,609 5,604,565 1,454,044 7,676,737 6,222,723 1,454,014
.1107,896,027 (107,747,941 —148,086 7,628,881 6,151,289 1,477,592 7,776,967 6,318,024 1,458,943
....| 107,747,941 |105,079,625 | —2,668,316 | 6,868,671 5,187,329 1,681,342 9,536,987 7,483,095 2,053,892
.1105,079,625 (107,615,979 2,536,354 8,984,468 7,229,797 1,754,671 6,448,114 5,093,167 1,354,947
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growth during the 2001 recession (the third quarter of 2001 for
the business employment dynamics data, compared with the
fourth quarter of 2001 for the CES survey) and the pattern of net
employment growth following the trough of the recession. With
regard to this second observation, it is interesting to note
that, despite the different quarterly patterns evident in the
chart, the cumul ative net employment growth issimilar inthe
two data series: the cumulative net employment growth from
thefirst quarter of 2002 through the second quarter of 2003in
the business employment dynamics data was —1,014,000,
whereas the cumulative net employment growth in the CES
survey during the same period was—1,020,000.

Openingsand closings compared with birthsand deaths.  The
new business employment dynamics data series produced by
the Bureau classifies establishments as expanding, contracting,
opening, or closing (or not changing their employment level).
The definitions of establishment openings and closings differ
from definitions of establishment births and desths. It is not
possible to define business deaths on a contemporaneous basis.
Businessesin the ul system are alowed to, and often do, report
zero employment for several quartersafter they have effectively
closed. This undoubtedly occurs when a business owner
temporarily shuts down, but anticipates starting up the business

again when economic conditions improve. By reporting zero
employment and wages on the quarterly contributionsform, the
business owner can keep hisor her ul account active. Reporting
zero employment results in many observed business closings,
but which of these closingswill start up again and whichwill die
is not observed for several more quarters.

Although business deaths cannot be defined contempo-
raneoudy, we can define both births and deathsin the historical
data. (Thisresearchisongoing at the Bureau.) A businessbirth
is defined as an opening establishment that did not have any
positive employment during the previous four quarters (thus
differentiating seasonal openings from business births). Hence,
births are a subset of openings. Likewise, a business death is
defined as a closing establishment that does not have positive
employment during the subsequent four quarters. Degths, then,
are a subset of closings.

THISARTICLE HASDISCUSSED THE CREATION Of anew quarterly
data set on business employment dynamics by the Bureau of
Labor Statistics. The new data quantify the sizable number of
jobsthat appear and disappear inthe U.S. economy each quarter.
The dataal so show that the 2001 recession is characterized by a
declinein gross job gains accompanied by an increase in gross
job losses, and the several quarters following the end of the
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recession are characterized by agrossjob lossrate that returned
to prerecession levels and a gross job gain rate that did not
return to prerecession levels.

These new gross job gain and gross job loss statistics will
help economists, policymakers, and business leaders better
understand the labor market and the U.S. economy. The data
described represent just the start of a number of new data
series flowing from the Business Employment Dynamics
program.® In addition to publishing the national-level data
described herein, the Bureau is preparing further data series
at moredetailed levels. Plansarein theworksto rel ease gross

Notes

job gain and gross job loss statistics for industries and geo-
graphical regions, although confidentiality restrictions will
determinejust how much detail will be published. The Bureau
also is working on gross job gain and gross job loss data by
sizeclass, which will alow the commonly asked question “Who
creates the most jobs?’ to be answered. The Statistics presented
in this article are all at the establishment level; the Bureau is
working on grossjob gain and grossjoblossstatistics at thefirm
level aswdll. Findly, BLSresearchersareworking onannual gross
job gain and gross job loss statistics, and related issues such as
business survival rates. (]

1 For more details regarding the BLs gross job gain and gross job loss
data and the underlying motivation for creating such data, see Timothy
Pivetz, Michael Searson, and James Spletzer, “Measuring job and
establishment flows with BLs longitudinal microdata,” Monthly Labor
Review, April 2001, pp. 13-20.

2 For more details of the BLs linkage methodology, see Kenneth
Robertson, Larry Huff, Gordon Mikkelson, Timothy Pivetz, and Alice
Winkler, “Improvements in Record Linkage Processes for the Bureau
of Labor Statistics' Business Establishment List,” in Proceedings for
the 1997 Record Linkage Workshop and Exposition (Washington, pc,
National Academies Press, 1999), pp. 212-21.

3 Two technical notes warrant mention. First, as stated earlier, the
3.1 million establishments with positive employment that do not
change their employment across quarters are not counted as expanding,
opening, contracting, or closing establishments in table 3. However,
they are included in the count of all establishments used as the
denominator to calculate the rates in table 4. Second, the definition of
“active establishment” excludes the roughly 1 million establishments
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with zero employment in both quarters. Businesses in the ui system
are allowed to report zero employment on their quarterly tax forms. A
common example of a business that would report two consecutive quarters
of zero employment is a seasonal business that is open only during
several months of the year. Such a business would be counted as an
opening establishment in the quarter that it moves from zero to positive
employment and a closing establishment in the quarter that it moves
from positive to zero employment. An establishment that reports zero
employment in both the current and previous quarters is not counted as
an active establishment. The preceding definitions, along with several
exclusions for scope (such as government and private households), explain
why the business employment dynamics data series reports roughly 6.4
million active establishments per quarter, whereas the Qcew program
reports more than 8 million establishments per quarter.

4 The ces data used in chart 5 are the seasonally adjusted total pri-
vate series.

5 For more information, visit the Business Employment Dynamics
website at www.bls.gov/bdm.



