I’ve seen some estimates of nonprofit employment based on federal surveys concerning employer-provided health benefits.  They are very different from NCCS estimates.  Which should I use?

We have investigated this survey in some depth and suggest the NCCS estimates of nonprofit employment remain the best available at this time.

The Agency for Healthcare Research and Quality (AHRQ) is responsible for a series of surveys called the Medical Expenditure Panel Survey (MEPS).  One of these surveys is called the Insurance/Employer component (MEPS-IC).  It asks employer establishments across the country about their provision of health benefits to their employees.  In one table, this survey publishes an estimate for total nonprofit employment based on its survey responses.

The primary purpose of the MEPS-IC is to arrive at estimates of the proportion of different types of employers who provide different types of health benefits to their employees.  AHRQ emphasizes percentages and proportions in its MEPS-IC tables, and encourages users to provide their own base numbers, which it acknowledges may be better than their own.  Employment is a good example of such a base number.

Following good survey design practice, the MEPS-IC questionnaire minimizes the effort involved in gaining information outside its primary focus on proportions.  At the beginning of the survey, before the questions on number of employees, the following statement appears:  "Estimates are acceptable for all employment, eligibility, and enrollment figures."  
In line with this, the two employment questions are:
· "What was the total number of employees your organization had at ALL locations for a TYPICAL pay period in 2008?"

· "How many employees were on your organization's payroll AT THIS LOCATION for a TYPICAL pay period in 2008?"

The references to "estimates" and "typical pay period" invite a rough response off the top of the head.  Contrast this with the wording from the Economic Census questionnaire, for example:

“EMPLOYMENT AND PAYROLL

Include:

· Full- and part-time employees working at this establishment whose payroll was reported on Internal Revenue Service Form 941, Employer's Quarterly Federal Tax Return, and filed under the Employer Identification Number (EIN) shown in the mailing address or corrected in 1.

Exclude:

· Temporary staffing obtained from a staffing service.

· Contractors, subcontractors, or independent contractors.

· Full- or part-time leased employees whose payroll was filed under an employee leasing company's EIN.

· Purchased or managed services, such as janitorial, guard, or landscape services.

· Professional or technical services purchased from another firm, such as software consulting, computer programming, engineering, or accounting services.

For further clarification, see information sheet(s).

A. Number of employees for pay period including March 12:  _______”
 This wording suggests that it might sense to check one's IRS form 941 and payroll records for early March before responding.  That’s because the Economic Census seeks an accurate number of employees for the establishment.
We also investigated three other potential sources of difference between MEPS-IC and NCCS nonprofit employment estimates, but concluded they are unlikely to be significant in scale:

1) It is possible there is an issue with identifying tax exempt establishments.  Tax-exempt status is not asked in the survey, but identified by matching EINs with the IRS list.  Tax status is defined for legal entities (corporations) with unique EINs, not for establishments.  MEPS is an establishment survey.  A single establishment could have multiple EINS, some of which are tax-exempt and others not.  Census likely does a thorough job of getting this right, but some problems are possible. 

 2) MEPS is based on a sample survey, which naturally results in sampling error of some magnitude.  The 40,000 sample size, however, suggests about 3200 nonprofit establishments are included, so that sampling error could account for the difference from NCCS estimates in even a single year with only very low probability.  When multiple years are considered, this source can likely be ignored.

3) It is possible some respondents are not well informed about the number of employees at their establishment.  Census has information about the person who responds to the survey, but does not routinely share it with AHRQ.  Large employers, however, remain in the sample year after year, and there is an ongoing relationship for data collection, so the knowledgeability of the respondent is primarily a factor for organizations that do not offer health benefits and report only the number of employees and a few other items.  These would unlikely be a large source of error because we suspect nonprofit employment is dominated by large employers.  We certainly know that a small number of large nonprofits account for most of nonprofit expenditures. 

4)  Lack of respondent knowledge is unlikely to be a large source of error for another reason. The Census Bureau performs the fieldwork for AHRQ, and knows from IRS payroll tax data how many employees organizations have.  If the answer respondents give differs by more than one size class from what Census has, they call back to confirm.

The NCCS estimates of nonprofit employment are built up from a variety of non-sample sources including Quarterly Census of Employment and Wages, Economic Census, County Business Patterns, and the Integrated Post-Secondary Education Data System.   Although confident the estimates are subject to error, we believe they are better than MEPS-IC for this purpose.
