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RECONCILIATION OF EMPLOYEE ESTIMATES FROM DIFFERENT SOURCES
THE AUSTRALIAN BUREAU OF STATISTICS EXPERIENCE

Introduction

1. Like a number of other statistical agencies, the Australian Bureau of Statistics [ABS] is
developing a system of Labour Accounts. The main objective is to develop an integrated set of
estimates which will give a description of employment, income from employment, and the
quantity of labour.  Another objective of the project is to develop a single best estimate of the
number of employees from various data sources which can be fed directly into the Australian
National Accounts.

2. This paper presents the findings of the reconciliation of employee estimates between the two
main sources of employment statistics produced by the ABS and which are used in the National
Accounts - the Labour Force Survey and the Survey of Employment and Earnings.  This
reconciliation has been conducted as part of the Labour Accounts project.

Methodological Differences

Labour Force Survey (LFS)

3. The LFS is a household survey designed to provide a comprehensive picture of the labour force.
The survey classifies persons to the categories of employment, unemployment and persons not
in the labour force. For employees, the survey collects a range of demographic and job details.
The survey is based on a multi-stage area sample of approximately 30,000 private dwellings and
a list sample of about 2,000 non-private dwellings (hotels, motels, institutions, etc.), and covers
approximately 0.5% of the population of Australia. The method of data collection is a
combination of face to face and telephone interviews. Any adult in the household may answer
the questions on behalf of the entire household. Interviews are conducted over a two week period
at the beginning of the month and the reference period is the week prior to the interview.

Survey of Employment and Earnings (SEE)

4. The SEE is a quarterly survey of employers designed to obtain information on the number of
employees in the labour force. A major aim of the SEE is to provide estimates of employees
based on the industries, sectors (private/public) and State and Territory of employers. The survey
is based on a stratified, random sample of approximately 10,000 employers from the ABS
Business Register. Information on the number of employees is collected for a specific pay period
in each month of the quarter. For the first and last month of each quarter, only the total number
of employees is collected; for the mid-month of each quarter, the numbers of full-time and part-
time employees are collected. The method of data collection is a mail out questionnaire to
employers.

5. A summary of the differences in survey methodology between the LFS and SEE are shown in
Table 1 in the Appendix.
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Scope and Coverage Differences

6. The main difference in the scope of the two surveys is that the LFS counts the number of people
in employment while SEE counts the number of employee jobs. Employment in the LFS can be
either paid employment or self-employment. Paid employment covers persons who during the
reference week performed some work for a wage or salary, paid in cash or in kind, as well as
persons with a formal attachment to their job but temporarily not at work. These people are
classified as employees. Self-employment covers persons who during the reference week
performed some work for profit or family gain, in cash or in kind, and persons with an enterprise
but temporarily not at work. Self-employed persons are classified as own account workers
(owner managers of unincorporated enterprises without employees), employers (owner managers
of unincorporated enterprises with employees), or contributing family workers.

7. SEE produces estimates in respect of wage and salary earners who were paid for the reference
period. In November 1997, the number of employees from the LFS was 7,233,610 compared to
the SEE estimate of 6,883,693. Given that the SEE estimates the number of employee jobs while
the LFS estimates the number of employees, the SEE estimate should be the larger. However, a
number of other conceptual differences have to be taken into account before a meaningful
comparison can be made, and these are discussed below. As information on the factors
contributing to the differences is not available on a seasonally adjusted basis, original figures are
used throughout.

Employees in private households and employees receiving payment in kind

8. The LFS includes employees receiving payment in kind only. SEE data are collected from the
payrolls of businesses and so only include those employees who are paid sums of money for
their services. The LFS also includes employees in private households. These are not included in
the SEE, as private household employers are not covered by the ABS Business Register. The
estimates of employees in these categories derived from the LFS are added to the SEE in the
reconciliation.

Employees absent from work

9. In order to be classified as employed in the LFS, persons who have a job but were not at work in
the reference week must retain a close attachment to their job. In the case of employees, this
formal attachment is tested by applying one of the following criteria depending on the type of
absence: the continued receipt of wages; the expectation of returning to work; or that the unpaid
absence was of a sufficiently short duration. Thus, an employee absent from work because of
illness or on leave will be classed as employed provided that the period of absence is either on
paid leave (regardless of duration); or on unpaid leave for less than four weeks up to the end of
the reference week.  An employee absent on workers compensation is considered to be employed
provided that he/she expects to return to his/her job.  An employee absent on strike or locked out
is also considered to be employed without regard to the period of absence.

10. In the SEE, those employees who received pay for any part of the last pay period ending on or
before the third Friday of the month are included in the estimates.  This includes employees
absent on paid leave, employees who commenced or terminated during the pay period and
employees on workers’ compensation who continue to be paid through the payroll.  SEE,
however, excludes casual employees who did not work during the relevant pay period,
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employees who were on strike or locked out for the whole of the pay period, and employees on
leave without pay.

11. It is clear that a person absent from their job can be classed as employed in the LFS whereas in
the SEE they would be excluded unless they received some pay in the reference period.  To
account for this conceptual difference, the LFS estimates are adjusted downwards for employees
who are on strike/locked out or on unpaid absences for less than four weeks up to the end of the
reference week. It appears that most employees absent on workers’ compensation who expect to
return to their job are paid through the payroll, therefore the adjustment to the LFS required with
respect to employees absent on workers compensation and not paid through the payroll is fairly
small.

Employees away from Australia between four and twelve months

12. In the LFS, persons who, at the time of the interview, are overseas for more than six weeks but
for less than twelve months, are included in the LFS benchmarks to compensate for under-
enumeration in the survey, and hence are included in the calculation of all LFS estimates,
including employees. These persons would only be included in the SEE estimates if they were
on paid leave. In Australia, most employees have up to four weeks of paid annual leave and
some may be eligible for paid long service leave. In this reconciliation exercise, it has been
assumed that employees are eligible for three months’ paid long service leave after every 10
years of service. When coupled with the four weeks paid annual leave, four months is probably
the upper time limit on which most employees may be able to travel overseas on paid leave.
Hence, employees who are overseas for less than four months are assumed to be on paid leave
and would therefore be included in the SEE estimates. Employees who are overseas for between
four and twelve months are assumed to be on unpaid leave and would therefore be excluded
from the SEE estimates.

13. Estimates for people aged 15 years and over who were overseas for four to twelve months were
obtained from ABS demographic statistics. These data were sourced from the Department of
Immigration based on people’s travel intentions when leaving Australia. Using this estimate the
number of employees overseas for four to twelve months can be calculated, by multiplying the
estimate of the total number of people aged 15 years and over overseas for four to twelve
months, by the ratio of employees to the total civilian population aged 15 years and over in the
LFS. These people are subtracted from the LFS employee count.

Multiple job holders

14. Since the LFS counts the number of people in employment and the SEE counts the number of
jobs occupied by employees, people who appear on more than one payroll are counted only once
in the LFS but, in the SEE are counted once for each job held.  Accounting for this difference
effectively increases the LFS estimate of employees to put it on a ’jobs’ basis.

15. 14 To identify and estimate employed persons with a wage and salary second job, the ABS
Survey of Multiple Jobholding can be used.  This survey is run as a supplement to the LFS and
has been conducted four times in the last 10 years (Aug 87, Jul 91, Aug 94, Aug 97).  By using
information from this survey, and interpolating these results for periods between surveys, an
approximation of the number of employed persons with more than one job can be made. An
adjustment to the LFS estimate can be made to reflect the number of jobs held by employees to
make it more comparable with the SEE estimate.
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Agriculture, forestry and fishing

16. SEE excludes those employees primarily engaged in the Agriculture, forestry and fishing
industry who are employed in the private sector.  In contrast, the LFS covers all persons
employed in this industry, but does not collect information on the private/public sector split
every quarter. For the purpose of a comparison between the SEE and LFS, the SEE estimates for
this industry are replaced by the LFS estimates.

Table 1:  Adjustments Made to the LFS and SEE Estimates
for Scope and Coverage Differences

November 1997

LFS Employees unadjusted 7,233,610

less Employees on strike/locked out or on workers’ compensation 1,611

less Employees on Unpaid leave for less than 4 weeks 72,636

less Employees overseas between 4 and 12 months 30,879

plus Employees who are multiple job holders 254,875

LFS Employees adjusted 7,383,359

SEE Employees unadjusted 6,883,693

plus LFS Employees in private households 12,509

plus LFS Employees paid in kind 3,823

less SEE Public sector Employees in Agriculture Forestry and Fishing 5,287

plus LFS Adjusted Employees in Agriculture Forestry and Fishing 200,100

SEE Employees adjusted 7,094,838

Graph 1: LFS and SEE Estimates After Adjusting
for Scope and Coverage Differences  (’000 Persons)
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17. After adjusting for the conceptual differences described above, the gap in November 1997
between the LFS and SEE employees (jobs) estimates was reduced to 288,521 or approximately
3.9% of the adjusted LFS estimate.

Other Potential Differences

18. The above adjustments only explain some of the discrepancies between the employee counts in
the LFS and the SEE. It is possible that some of the remaining differences between the two
estimates may be attributable to  changing working arrangements of employees and how they are
reflected in the two surveys. Certain types of employed persons, such as owner managers of
incorporated businesses, sub-contractors, consultants, and workers paid by commission without
a retainer wage, would be excluded from SEE, but are likely to be included in the LFS.

19. Information on the ABS Business Register, on which the SEE is based, is primarily sourced
from group employer registrations administered by the Australian Taxation Office [ATO].
Incorporated businesses with no employees other than the owners might not register as group
employers if the owners do not draw regular wages and salaries but are paid by a share of annual
profits or interest on capital invested in the business.

20. Furthermore, even if there are other employees in the company and the company is recorded on
the ABS Business Register, the owner manager still may not be regarded as an employee in the
SEE if he/she is not paid a regular wage or salary. In contrast, owner managers of incorporated
enterprises have the same chance as anyone else to be covered in the LFS, and the LFS classifies
these type of workers as employees by definition, irrespective of how they are paid.

21. Sub-contractors, consultants, and workers paid by commission without a retainer wage may also
contribute to the discrepancies between the two series. Although these types of working
arrangements have become more prevalent in recent years, these workers are excluded from the
scope of the SEE because they are generally self-employed. However, anecdotal evidence shows
that some of these people may be classified in the LFS as employees rather than self-employed
due to respondent’s perception of their working arrangements.

22. Estimates of the broad magnitude of many of these issues were obtained from the ABS’s
February 1997 Population Survey Monitor [PSM].  However, the PSM only covers
approximately 3,000 households and the estimates are subject to high standard errors.  More
accurate estimates will be available from an ABS survey on non-standard employment, which
will be conducted as a supplement to the August 1998 LFS.  Results from this survey will be
available in early 1999.

23. Studies carried out on the SEE also show that senior executives and irregular casual employees
are sometimes omitted from the SEE because often they are not paid from the same payroll as
other employees in the business.

24. When making comparisons of the employees estimates from the two surveys it must be borne in
mind that the SEE draws it sample from the ABS Business Register while the LFS is a
household survey. This means that unlike the SEE estimates, estimates from the LFS are not
affected by problems  associated with maintaining the ABS Business Register. The ABS
considers that the Labour Force series provides the better estimates of both level and movement
of the number of employees at the Australian and State levels.
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Industry Disaggregation

25. Although this reconciliation has resulted in a substantial decrease in the gap between the SEE
and the LFS estimates at that All Industries level, a number of large discrepancies remained at
the ANZSIC Division level. An unquantifiable part of the gap between the LFS and the SEE
estimates at the ANZSIC Division level reflects the different ways in which industry is coded by
the two surveys. In particular, for multi-State and/or multi-location businesses, even if all
reporting by the respondents and industry coding by the ABS were done consistently, it may still
result in the same employee being classified into different industries between the two surveys.

26. When a business is first added to the Business Register, the ABS collects information with
respect to the activities carried out by the business, and classifies the business to an industry
which reflects the predominant activity of the business. An entity known as a Management Unit
[MU is formed. The MU is the highest level unit within a business, having regard to the required
level of industry dissection, for which a set of management accounts are maintained. A MU may
have one or more Establishments [ES] which in turn may have one or more Locations [LC].  The
industry coding is done in a bottom-up manner: the predominant activity of the LCs (measured
by employment contribution) determines the industry code for the ES, and the predominant
activity of the ESs determines the industry code for the MU. The statistical unit for SEE is
known as the Management Unit/State unit [MUS], which is classified to the industry of the
largest establishment (measured by employment size) in the MU within a specific State.  The
MUS unit allows the SEE sample to be stratified by State which in turn provides better state
level estimates.

27. In the LFS, respondents are asked to give the name and address of their employer and to describe
the type of work which is conducted at that address.  If the business name and address can be
matched to the Business Register, the LC industry code is used for the LFS employee.  For small
businesses with only one location, the industry coding on the Business Register should be
identical for the MU, the MUS, the ES and the LC. However, this may not be the case for
businesses which have a number of locations with some of them carrying out different types of
business activities. For example, a manufacturing company with some small factory outlets may
have its MUS coded to Manufacturing and some LCs coded to Wholesale trade and/or Retail
trade. Hence some employees of this MUS would be coded to Wholesale trade (say) in the LFS,
where all employees would be coded to Manufacturing in the SEE.

28. On average, approximately 50% of the names and addresses provided by the LFS respondents
can be matched to a record on the Business Register, although the match rate varies between
industries. This match rate is affected by the respondent’s ability and/or willingness to give the
precise name and address of their employer, and also whether up to date information is available
on the Business Register.

29. If the business name and address provided by the LFS respondent cannot be matched to records
on the Business Register, the respondent’s description of the work conducted at the address is
coded by trained office staff.  The accuracy of industry coding in this case is affected by the
ability of the respondent to give precise information on the type of work conducted at their
employer’s address. Therefore, although the ABS considers the LFS estimates to be superior to
the SEE estimates at the aggregate level, the SEE provides better industry estimates than the
LFS.
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30. The industry discrepancies in Table 2 show that after adjusting for the scope and coverage
differences discussed above, the largest discrepancies between the SEE and the LFS are in Retail
trade, Manufacturing, and Property and business services.

Table 2:  Average Industry Discrepancies (LFS - SEE)
between August 1994 and November 1997 by ANZSIC Divisions

Industry Average
Discrepancy

Average Absolute
(Discrepancy)

Ratio of Average
(Abs(Discrepancy)) to

All Industries Total
less Agriculture (%)

Mining 2,401 5,453 1.12
Manufacturing 88,727 88,727 18.28
Electricity, gas & water supply 8,389 8,463 1.74
Construction 46,762 46,762 9.64
Wholesale trade 1,299 14,136 2.91
Retail trade 84,337 84,337 17.38
Accommodation, cafés and restaurants 26,808 26,808 5.52
Transport and storage 19,407 24,283 5.00
Communication services 10,302 10,615 2.19
Finance and insurance 9,765 17,337 3.57
Property and business services -52,447 52,447 10.81
Government administration and defence 31,336 31,784 6.55
Education -3,004 17,048 3.51
Health and community services -9,530 18,206 3.75
Cultural and recreational services 10,073 16,925 3.49
Personal and other services -21,196 21,975 4.53
Total 253,427 485,306 100

31. Casual, irregular and "cash-in-hand" type employment may be relatively common amongst small
businesses in the Retail trade industry, which may be contributing to the discrepancies between
the SEE and the LFS in this industry.

32. Manufacturing is a relatively diverse industry and hence the differences in the industry coding
between the SEE and the LFS as described above may be affecting this industry more than some
of the others.

33. Part of the discrepancy between the SEE and the LFS in the Property and Business Services
industry may be attributable to employment agencies. There are two main ways in which
employment agencies operate. The first is where they simply refer job seekers to prospective
employers. Upon successfully obtaining employment, the job seeker will become an employee
of the prospective employer and cease to have any link with the employment agency which did
the referral. The second is where they typically have a large number of employees working at
various clients’ businesses. These people are paid by their employment agency and the clients’
businesses in turn pay the employment agency. It is this second type of operation which may be
contributing to the gap between the SEE and the LFS in the Property and Business Services
industry. While these agencies may be reporting correctly their employee counts in the SEE, in
the LFS their employees (or member of the employees’ households) may be reporting their
clients’ businesses as their employer rather than the agencies. It appears from anecdotal evidence
that a large proportion of these agency employees are hired by clients in the Manufacturing,
Construction, and Retail trade industries.    
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Full-time/Part-time Disaggregation

34. Graphs 2 and 3 show that, after adjusting for scope and coverage differences, while the LFS
estimates are higher than those from the SEE for full-time employees, the situation is reversed
for part-time employees.

35. The LFS adopts a methodology for determining full-time and part-time employment status that
gives precedence to full-time work. Persons are considered full-time if they usually work full-
time hours or if they usually engage in part-time work but worked more than 35 hours in the
reference week. Analysis using overseas data comparing actual hours and usual hours indicated
that approximately 1% of employed persons who actually worked full-time hours usually work
part-time hours. In the SEE full-time employees are those who usually work the agreed or award
hours for a full-time employee in their occupation. The SEE may also have a tendency to
understate the number of full-time employees. Apart from the possible omission of full-time
senior executives in the SEE as mentioned above, some employers associate full-time/part-time
employment with tenure, and hence casual employees working full-time hours are sometimes
being reported as part-time employees because of their casual status.

Graph 2: Adjusted LFS and SEE Full-time Employees  (’000 Persons)
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Graph 3: Adjusted LFS and SEE Part-time Employees  (’000 Persons)
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Conclusion

36. This paper presents a reconciliation of employee estimates between the LFS and the SEE. After
making allowances for quantifiable scope and coverage differences, the LFS series in November
1997 remains approximately 3.9% higher than the SEE estimate.

37. There are a number of factors which may explain the remaining differences at the all industries
level between the two estimates of employees, such as the omission of some owner managers of
incorporated enterprises in the SEE and different classification of some sub-contractors and
consultants in the LFS.  It is expected that the Non-Standard Employment Survey to be held in
August 1998 will provide an indication of the size of this problem.  At the industry level, part of
the gap can be attributed to the different methods of industry coding between the two surveys
and to reporting inconsistencies regarding employment agencies.

38. The LFS adopts a methodology for determining full-time/part-time status that gives precedence
to full-time work, while SEE appears to have a tendency to understate the number of full-time
employees. This may contribute to the gap observed at the full-time/part-time disaggregation.

39. The National Accounts Branch have used the results of the Labour Accounts project to date to
refine the estimates for wages and salaries.
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APPENDIX

Table 1:  Methodological Differences Between Employment Estimates from the  LFS and the SEE

LFS SEE

Designed to estimate No. of people employed No. of jobs

Source Households Employers

Survey size 30,000 private households and 2,000
non-private dwellings (inc. hotels,
motels, institutions)

7,500 private and 2,500 public sector
employers

Type of survey Face to face/ telephone interview with
’any responsible adult’ in household

Mail

Frequency Monthly; industry and occupation
collected quarterly

Quarterly

Reference Period The week before the interview The last pay period ending on or before
the third Friday of the month

Scope All persons aged 15 years and over
except:
• Members of the permanent defence

forces;
• Certain diplomatic personnel of

overseas governments;
• Overseas residents in Australia; and
• Members of non- Australian defence

forces (and their spouses and
dependants) stationed in Australia.

All employees in all employing
organisations except:

• Private sector businesses in the
Agriculture, Forestry and Fishing
industry;

• Foreign Government Representation;
• Private households employing staff;

and
• Members of the permanent defence

forces.

Definition of Employment Employment can be defined in terms of
paid employment and self-employment:

• Paid employment covers persons who
during the reference week performed
some work for wage and salary, in
cash or in kind, as well as persons
with a formal attachment to their job
but temporarily not at work.

• Self-employment covers persons who
during the reference period performed
some work for profits and family
gain, in cash or in kind and persons
with an enterprise but temporarily not
at work.

The number of employees is defined as:

All wage and salary earners who
receive pay for any part of the
relevant pay period, including all
permanent, temporary, casual,
managerial and executive employees.
Part-time and casual employees who
may have received pay for only a few
hours during the reference period are
included. Employees on paid leave
and those employees on workers’
compensation who continue to be
paid through the employer’s payroll
are also included. Casual employees
who work on an irregular basis and
who were not paid for the relevant
pay period, employees on leave
without pay, on strike or stood down
without pay for the whole of the pay
period are excluded.


