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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, JULY 8, 1983

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 9:30 a.m., in room

2322, Rayburn House Office Building, Hon. Lee H. Hamilton (vice
chairman of the committee) presiding.

Present: Representative Hamilton and Senator Proxmire.
Also present: Mary E. Eccles and Mark R. Policinski, profession-

al staff members.

OPENING STATEMENT OF REPRESENTATIVE HAMILTON, VICE
CHAIRMAN

Representative HAMILTON. The hearing will come to order.
Welcome, Commissioner Norwood. Let me begin by extending my

congratulations to you on your reappointment as the Commissioner
of the Bureau of Labor Statistics. We have benefited from your
leadership in the past and I know we will continue to do so for the
next several years. We look forward to working with you at the
monthly hearings.

Your report for June shows the civilian unemployment rate at 10
percent and the overall rate, including the military, at 9.8 percent.
Employment is growing steadily and the gains by industry are
widespread. We welcome this evidence of labor market improve-
ment.

It is also evident, however, that unemployment remains excep-
tionally high and is headed downward very slowly. Nearly 2 years
ago, when the recession began, the jobless rate was 7.2 percent,
which was high by historical standards. At the present pace, it
could be another 2 years or longer before the unemployment rate
approaches that level again. There are currently 11.1 million
people out of work, nearly 3 million of them for longer than 6
months. Each month that unemployment stays this high, the coun-
try wastes hundreds of millions of man-hours of labor, and loses
the value of the goods and services these workers would have pro-
duced.

Moreover, until the surge of summer jobseeking in June, recent
improvement of the economy has not drawn more workers into the
job market. A relevant measure is the number of so-called discour-
aged workers. During the second quarter, as you report this morn-
ing, 1.7 million people who wanted work believed that searching
for jobs would be fruitless and, therefore, were not counted among
the unemployed. If some of these people change their outlook in

(1)
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the months ahead, and the economy is not able to provide jobs for
them, the decline in unemployment could cease.

Commissioner, the other members of the committee and I are
anxious to hear your report on the June employment figures and
what they suggest about the course of the economy's recovery. The
large seasonal influences in June complicate this picture and we
welcome your interpretation of that.

Madam Commissioner, you may proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS
Ms. NORWOOD. Thank you very much, Congressman Hamilton. I

would first like to introduce Thomas Plewes, who is our Associate
Commissioner in charge of all the employment-unemployment
data, who will assist me here. I also want to thank you for your
kind comments.

I am, as always, very pleased to be here to provide a few inter-
pretative comments to supplement our press release.

The labor market continued to show signs of strong recovery in
June. The data release today show strong employment growth in
both the goods-producing and the service-producing sectors. The
size of the labor force has grown and the decline in the unemploy-
ment rate is continuing.

The unemployment rate for all civilian workers was 10 percent,
down from December's rate of 10.8 percent. The rate which in-
cludes the resident Armed Forces among the employed was 9.8 per-
cent in June, down from 10.7 in December. Thus, the two series
have moved in a comparable fashion and both reflect the improved
economic climate.

The drop in unemployment in June was particularly sharp
among adult men. Their unemployment rate declined six-tenths of
1 percentage point over the month-and at 9 percent in June, is a
full point below the December high. The unemployment rate for
adult women, although little changed over the month, has dropped
about half a point since December.

No improvement has occurred in the jobless situation of black
workers during this period, however. Whereas the unemployment
rate for white workers has dropped by a full percentage point since
December, the rate for blacks at 20.6 percent has changed very
little over the last 6 months.

Looking at the black situation in another way, the proportion of
the population at work-that is, the employment population
ratio-for black adult men was more than 11 percentage points
lower than for white men and the ratio for black teenagers was
26½/2 points lower than for white teenagers.

As the economy continues to recover, the number of job losers, as
distinct from those who voluntarily left a job or who were newly
entering or reentering the labor force to search for a job, decreases.
Since December, the number of persons unemployed who had lost
their last job declined by nearly 800,000.
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The mean duration of joblessness continued to rise in June. As
we have discussed in many previous hearings, most measures of
long duration joblessness continue to increase for some months
after overall unemployment begins to improve. In June, nearly 3
million people were unemployed 27 weeks or longer. This group
now accounts for a little more than a quarter of the unemployed.

The number of discouraged workers has declined by 140,000 since
the fourth quarter of 1982. At 1.7 million in the second quarter,
however, this group, which disproportionately represents blacks
and women, remains quite large.

In June, the monthly household survey recorded a very large
labor force increase and a comparable increase in employment. A
substantial portion of this growth came from a more than usual in-
crease in the number of young people entering the job market at
the end of the school year. Undoubtedly, much of this increase was
in response to improved economic conditions. But the fact that the
survey week was later than usual this year may have made the
seasonally adjusted changes for this group somewhat exaggerated.

However, even if we were to exclude these young people entirely,
there was a marked improvement in the labor market. Roughly
one-half of the 1.2 million May to June labor force increase, after
seasonal adjustment, occurred among workers 25 years of age and
over employment for this age group increasing by a comparable
amount.

It should also be noted that the business survey had shown con-
siderably more employment growth over the preceding period since
December than the household survey did. The household survey is
usually more erratic from month to month, and the very large in-
crease in employment in this survey from May to June may be, in
part, a catchup for the slow growth recorded in that survey over
recent months.

The business survey continued to show a marked increase in em-
ployment in June. Following an increase of 315,000 from April to
May, the number of payroll jobs rose by nearly 350,000 from May
to June, with solid growth continuing in manufacturing and in con-
struction. Services and retail trade also registered large gains.

Since December, the number of payroll jobs has increased by 1.1
million. The manufacturing industry accounted for 365,000 jobs
over this 6-month span, while services and trade contributed
500,000 and 200,000, respectively. Two-thirds of the 186 industries
in the BLS diffusion index showed increases in employment from
May to June and three-quarters of the industries registered in-
creases since December. And since December, the factory work-
week has risen by 1 full hour.

In summary, the overall labor market improved significantly in
June. Employment rose sharply in both surveys, the labor force in-
creased, and the unemployment rate continued its steady decline
from the December peak.

Mr. Plewes and I will be glad to try to answer any questions you
may have.

[The table attached to Ms. Norwood's statement, together with
the press release referred to, follows:]
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UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-01 ARIMA method K-1l
Math aef ~~~~~r unad- Method R~ane

Month and year justed Official sehd Rzuated : (>cur- Stable Total Residual s2rate TD en before 7
U. refit ~ ~~~~~~~1980)

(1) (2) (3) (4) (5) (6) ' (7) (8)
1982:

June ....................... 9.8 9.5 9.5 9.5 9.4 9.5 9.5 0.1
July ....................... 9.8 9.8 9.8 9.8 9.7 9.7 9.7 .1
August............................................................ 9.6 9.9 9.9 9.8 9.9 9.8 9.8 .1
September....................................................... 9.7 10.2 10.2 10.1 10.2 10.0 10.2 .2
October . . . . . ...................................................... 9.9 10.5 10.5 10.6 10.5 10.3 10.5 .3
November........................................................ 10.4 10.7 10.7 10.9 10.7 10.6 10.8 .3
December........................................................ 10.5 10.8 10.8 11.1 10.9 10.8 11.1 .3

1983:
January........................................................... 11.4 10.4 10.4 10.2 10.4 10.7 10.3 .5
February.......................................................... 11.3 10.4 10.4 10.1 10.4 10.8 10.3 .7
March.. . . . . ....................................................... .310.8 10.3 10.4 10.2 10.3 1. 10.3 .3
April.. . . . . .......................................................... .310.0 10.2 10.3 10.3 10.4 1. 10.2 .3
May ....................... 9.8 10.1 10.3 10.6 10.2 10.0 10.2 .6
June ....................... 10.2 10.0 10.1 9.9 9.8 10.0 9.9 .3

Source U.S. Department of Labor Bureau of Labor Statistics, July 1983.

EXPLANATION OF COLUMN HEADS

(1) Unadjusted mte.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1967 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed by sum-
ming the 4 seasonally adjusted unemployed components and calculating that total
as a percent of the civilian labor force total derived by summing all 12 seasonally
adjusted components. All the seasonally adjusted series are revised at the end of
each year. Extrapolated factors for January-June are computed at the beginning of
each year; extrapolated factors for July-December are computed in the middle of
the year after the June data become available. Each set of 6-month factors are pub-
lished in advance, in the January and July issues, respectively, of Employment and
Earnings.

(3) Concurrent (X-11 ARIMA method).-The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonal adjusted.with the
X-11 ARIMA program each month as the most recent data become available. Rates
for each month of the current year are shown as first computed; they are revised
only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1980 would be based, during 1980, on
the adjustment of data from the period January 1967 through January 1980.

(4) Stable (X-11 ARIMA method). -Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonally patterns are basically constant from year-to-year and computes final season-
al factors as unweighted averages of all the seasonally-irregular components for
each month across the enter span of the period adjusted. As in the official proce-
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dure, factors are extrapolated in 6-month intervals and the series are revised at theend of each year. The procedure for computation of the rate from the seasonallyadjusted components is also identical to the official procedure.
(5) Total (X-11 ARIMA method)-This is one alternative aggregation procedure,

in which total unemployment and civilian labor force levels are extended withARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted totalunemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of each year.

(6) Residual (X-11 ARIMA method).-This is another alternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seasonally adjusted unemployment level is derived by subtracting
seasonally adjusted employment from seasonally adjusted labor force. The rate is
then computed by taking the derived unemployment level as a percent of the labor
force level. Factors are extrapolated in 6-month intervals and the series revised atthe end of each year.

(7) X-11 method (official method before 1980). -The method for computation of theofficial procedure is used except that the series are not extended with ARIMA
models and the factor are projected in 12-month intervals. The standard X-11 pro-
gram is used to perform the seasonal adjustment.

Methods of adjustment.-The X-11 ARIMA method was developed at Statistics
Canada by the Seasonal Adjustment and Times Series Staff under the direction ofEstela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-ment Method, by Estela Bee Dagum. Statistics Canada Catalogue No. 12-564E, Feb-ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method IISeasonal Adjustment Prograrn, by Julius Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967).



6

United States

Department
Bureau of Labor Statistics Washington, D.C. 20212

Technical infornation: (202) 523-1944 USDL 83-291
523-1371 TRANSMISSION OF MATERIAL IN THIS RELEASE IS

523-1959 E24BARGOED UNTIL 8:30 A.M. (EDT), FRIDAY,

Media contact: 523-1913 JULY 8. 1983

THE EMPLOYMENT SITUATION: JUNE 1983

Eployment rose sharply in June and the oneoploymeot rate continued to edge doom, the Bureeu

of Labor Statistics of the U. S. Department of Labor announced today. The overall nomoploymeot

rate, which inclades the resident Armed Forces in the labor force hase, was 9.8 percent, and the

rate for civilian workers was 10.0 percent. Each of these measores han declined steadily fron

last December's recension higha of 10.7 and 10.8 percent, respectively.

Total employment--as neasured by the monthly survey of hoaseholds--rose markedly to 102.5

million in June after showing madest growth sntae the beginoing of the year. The nuher of

emaplyena on nonagricultural payrolls--as measured by the monthly survey of establishmentn-alno

increased markedly over the month, by nearly 350,000. Job gains were widespread in both the

goods- and aervice-producing industries.

Uomaployment

The ombaer of usmoplayed persona, 11.1 million, wan little changed in Jane after adjuotmeot

for the sanner entrance of school-age youth into the labor market and other seasonal eavemento.

A decline in the .nhber of workera who had lost their job was partially coo.nered by an increase

in the cnkber of new entrants to the labor force. Despite the lack of movement in total

-nemployment in June, the jobless level has declined by 890,000 since ita December 1982 peak.

The civilian moemployme.t rate contisnud to edge down and has declined 0.8 percentage peint over

the past half year. (See tablen A-2 and A-8.)

Anong the major lahor force groups, there was a subhtantial over-the-month decline in the

Jobless rate for adult men; their rate dropped 0.6 percentage peint to 9.0 percent, its lowest

level since Augost 1982. Jobless rates for adult women (8.6 percent) and teenagers (23.6

percent) were little changed over the month. The unemployment rate for white workers continued

to decline, while the rate for blackn was unchanged at 20.6 percent sod has showo no improvemost

in the first half of the year. The rate for black teenagers remained at abhot 50 percent. (See

tables A-2 and A-3.)

Jobless rates declined over the month for workers is niniog, construction, and durable goods

manufacturing, industrieo in which adult men canprise the bulk of the wark force. Uoemplaymest

also decliond among full-time workers hat rose anong part-time workers. There was little

movement in most of the other major labor force categories. (See table A-6.)

The average (seas) duration of unemployment continued to rise in June, reaching 22.0 weeks.

The ankber of persons jhbless for 27 weeks or sore increased by 165,000 to nearly 3 million and

comprised 26 percent of the jobless total. (Sei table A-7.)

It addition to the downtrend is unemployment, there has also been S continued reduction in

the ankber of pferons working part time on mosefm jobh because of reduced hours or the

unavailability of full-time jobs. The smker of these personn working "part time for eco.omic

reasona," at 5.7 million in June, won doom 200,000 fran May and 700,000 fran last December.

(See table A-4.)

Civilian Labor Force and FEployment

The civilian labor force typically swells is June, as large anhbers of youth ester the labor

farce and either find jobs or continue to search for work. This Jane, the labor force increased

by 3.1 million, substantially more than e-pected, based on pattersm which hove occurred in
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recent years and larger than any previous May-Jooe change. After adjuooent for he expectedseasonal noveont . the labor force we. op by 1.2 oill-on. Soe of the Iocreane .ay well haveresulted fror an unusually late Jooe survey week with a larger proportion of the omoertinelabor force enpannino showing op in the June data. The labor force -as up by 1.8 alillon fr- ayear earlier. (See table A-2.)

Civilian omployment also Increased by 1.2 oillion in June, seasonally adjosted, to 100.8oillino. Adlt non accounted for half of thi. increase, and adult weoen aMn teenagers sharedequally in the balance.

Olucouraged W~ roraer

At 1.7 ollioo, the nuoher of discouraged workern--persooa who report that they went to werkbut are not looking for jobh because they believe they cannot find any-waa obont unchanged fronthe first to the second quarter of 1983 but down 140,000 from the fourth-quarter 1982 high.Nearly all of this decline occurred aonog blacka. About 3 out of 4 dis.coraged werkers reported

Table A. Major indicators of labor markat activity, seasonally adjusted

Labor or.. / ..................... IThooaada of peraouaLabor force 1/ ..................................... 11.754 112,193 1 :1,3 T12,457 112,451 113,600 1,182Total euployn.nt I/ ................. 101,386 100,755 101,603 101,129 101,226 102,454 1,228Civilian labor force.110,088 110,528 111:,156 110,786 110,749 1 11,932 1:,183
Civilian oployent ... 99,720 99,090 99,933 99,458 99,557 100,786 1,229
Unepboynent .10,369 11.439 11 222 11 320 11,192 11,146 -46Net in labor force .. 61,93 2 62,977 62 801 63 008 63,204 62,193 -1,011DMucoaraged worker .................. 1,487 1,764 1,709 N.A. N.A. N.A. N.A.

Uneoploy.ent rates:
All workern 1/.....................
All civilian workr...............

Adult .n.........................
Adult wo.en......................
Teenagers........................
White............................
Black.
Oluponic origin..........

ESTABLISHMENT DATA

N..faro payroll employnent ............
Cend.-prod-clag industries.........
Servcie-producing industriea.......

Average weekly hbers:
Total private nonfun ...............
Manufacturin.....
Manufacturing overtine.

Percent of labor forc

9.3 10.2 9.9 10.1 10.0 9.8 -0.2
9.4 10.3 10.1 10.2 10.1 10.0 -0.1
8.4 9.7 9.4 9.8 9.6 9.0 -0.6
8.2 8.9 8.5 8.4 8.5 8.6 0.1

22.7 22.8 23.3 23.4 23.0 23.6 0.6
8.3 9.1 8.8 8.9 8.9 8.6 -0.3

18.6 20.1 20.7 20.8 20.6 20.6 0
13.3 15.9 14.1 14.5 13.8 14.0 0.2

Thoo.anda of lobs
89,93E8108,815 89..26pt 89,101 

8
94 46p 

8 9 7
6Op 344p24,1781 23,088 

2 3
,34Op 23,159 2353

4
7p 

2
93 ,54p 167p

65,760J 65,727 
6 6

,086p 65,942 66,069p 66,
2 4

6p 177p

Noors of work

34.91 34.8 35.0p 34.9 35.1p 3S.1p
39.41 39.5 4O.Op 40.1 39.9p 4O.lp
2.3 2.5 

2
.8p 2.9 2.7p Z.

9
p

OP
0.2p
0.2p

1/ ie l,,.. h. rs e - or..I .. i __ _.- .

p-pcellinlary.
N.^. not *V^llAbl^.
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job-market factors -s their reasons for not looking for jobs in the second quarter. (See table
A-13.)

Industry Payroll Employwent

Nonagricultural payroll employmeot increased by 345,000 in June to 89.8 eillion, seasonally
adjusted. This marked the third straight mooth of sharp employment gains, which together added
nearly a sillion jobs to the Nation's payrolls. Th. goods-prodocing industries that had bees
hard hit by job losses last year scrounted for nearly half of these job gains. (See table B-i.)

Construction employment rose !Sy 85,000 
4
n June, following as increase of similiar ageitude

in Hay and reflecting across-the-board advances is residential and c-seerrial coostruction.
Maoofacturing job increases totaled 75,000, with the largest gains io those durables industries
associated with construction, including lmbar snd wood products, furniture, ced stone, cnay,
and glass products. EPployment increases in nondurable goods were led by textile mill products.

Services industry soployment continued its recent strong growth with an increase of 145,000
in June, snd jobs in retail trade also rose sharply (95,000). Employ.ent in State and local
governoent declined by 95,000, entirely in education. These movements may have bees affected by
the later-tham-usual referener wek.

Hours of Work

The average workwsek of production or noeupervisory workers on private nonfacm payrolls As
unchanged in June at 35.1 hours, seasonally adjusted. The nanufacturing workseek and factory
overtime both rose two-teethe of an hour, returning to the April levels of 40.1 and 2.9 hours,
respectively. (See table B-2.)

The iden of aggregate wekly hours of production or nosoupervisory sorkets on private
nonagricultural payrolls--a cemprehensivs .easure which reflects changes in employment as soll
as the worksoek-rose by 0.7 percent in June to 105.7 (1977-100). The manufacturing indea wss
up 1.0 percent over the month and 6.7 percent fron last December's low. (See table b-5.)

Hourly and Weekly Earnings

Average hourly earnings increased by 0.3 percent in June, seasonally adjusted, while weekly
earnings rose by 0.2 percent. before adjustment for seasonality, average hourly earnings, at
$7.97, sore unchanged over the month but up 33 cents over the year. Average wsekly earnings
increased $2.39 in June and $13.94 fron June 1982. (See table B-3.)

The Hourly Earnings Indem

The Hourly Earnings Inde. (HEI) wos 154.8 (1977-100) in June, seasonally adjusted, 0.1
percent higher than in May. For the 12 months endee in June, the increase (before seasonal
adjustment) -s 4.6 percent. Th. HEI excludes the effec. of two types of changes unrelated to
underlying wage rate ovements--fluctuatines in ove ioe in manufacturing and interindustry
employment shifts. In dollars of constant purchasing pear, the HEI increased 1.4 percent
during the 12-Month period in May. (See table B-4.)
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Explanatory Note

This news release presents statistics from two major surveys,
the Current Population Survey (household surey) and the
Current Employment Statistics Survey (establishment survey).
The household survey provides the information on the labor
form, total employment, and unemployment that appears in
the A tables, marked HOUSEHOLD DATA. It is a sample
survey of about 69,999 households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The eatablishment survey provides the information on the
employment, hours, and earnings of workers on nonag-
ricultural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. This information is collected
from payroll records by ass in cooperation with State agencies.
The sample includes approximately 189,000 estab-
lishments employing about 36 million people.

For both surveys, the dam for a given month are actually
collected for and relate to a particular week. In the household
survey, unless otherwise indicated, it is the calendar week that
contains the 12th day of the month, which is called the survey
week. In the establishment survey. the reference week is the
pay period including the 12th, which may or may not corees-
pond directly to the calendar weak.

The dta in this release are affected by a number of technical
factors, inchlding definitions, survey differences, eaMonal ad-
justments, and the inevitable variance in results between a
aurvey of a sample and a census of the entire population. Each
of these factors is explained below.

Coverage, deflaations and differenees between surveys
The sample households in the household survey are selected

so as to reflect the entire civilian noninstitutional population
16 years of age and older. Each person in a household is
cassified as employed, unemployed, or not in the labor force.
Those who hold more han one job are classified according to
the job at which they worked the most hours.
.People am classified as employed if they did any work at all

as paid civilians; worked in their own business or profession or
on their own farm; or worked 15 hours or more in an enter-
prise operated by a member of their family, whether they were
paid or not. People am also counted as employed if they were
on unpaid leave because of illnens. bad weather, disputes be-
tween labor and management, or personal reasons. Members
of the Armed Forces stationed in the United States ae also in-
cluded in the employed total.

People are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no employment during the survey week; they were available
for work at that time; and they made specific efforts to find
employment sometime during the prior 4 weeks. Aho included
among the unemployed are persons not looking for work
because they were laid off and waiting to be recalled and those
expecting to report to a job within 30 days.

The faborforce equals the sum of the number employed and
the number unemployed. The aaemployment ease is the
percentage of unemployed people in the labor form (civilian
plus the resident Armed Forces). Table A-5 presents a special

grouping of seven measures of unemployment based on vasry-
ing definitions of unemployment and the labor force. The
definitions are provided in the table. The most restrictive
defisition yields U-I, and the most comprehensive yidds U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household survey, the establishment survey only
counts wage and salary employees whose names appear on the
payroll records of nonagricultural firms. As a result, there are
many differences between the two surveys, among which are
the following:
--The household survey, although based on a smaller sam-

pie, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;

-The household survey includes people on unpaid leave
among the employed; the establishment surey does not;

-The household survey is limited to those 16 years of age
and older; the stablishment survey is not limited by age;

-The household survey has no duplication of individuals,
because each individual is counted only once; in the establish-
ment survey. employees working at more than one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

Other differences between the two surveys are described in
"Comparing Employment Estimates from Household and
Payroll Surveys," which may be obtained from the LSu upon
request.

Seasonal adjutsment
Over a course of a year, the sire of the Nation's labor force

and the levels of employment and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or expanded production, harvests, major
holidays, and the opening and closing of schools. For exam-
pie, the labor force increases by a large number each June,
when schools close and many young people enter the job
market. The effect of such seasonal variation can be very
large; over the course of a year, for example, seasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.

Because these seasonal events follow a more or leo regular
pattern each year. their influence on statistical trends can be
eliminated by adjusting the statistics from monsh to month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
school's-out example, the large number of people entering the
labor force each June is likely to obscure any other changes
that have taken place since May, making it difficult to deter-
mine if the level of economic activity has risen or declined.
However, because the effect of students finishing school in
previous years is known, the statistics for the current year can
be adjusted to allow for a comparable change. Insafar as the
seasonal adjustment is made correctly, the adjusted figure pro-
vides a more useful tool with which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and sex. Statistics for all
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employees, production workers average weekly hour, and
average hourly earnings include components based on the

employee's industry. All these statistics can be seasonally ad-

justed either by adjusting the total or by adjusting each of the

components and combining them. The second procedure

usually yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted figure

for the labor force ts the sum of eight seasonally adjusted

civilian employment components, plus the resident Armed

Forces total (not adjusted for seasonahty), and four seasonally

adjusted unemployment components; the total for unemploy-
ment in the sum of the four unemployment components; and
the overall unemployment rate is derved by dtvtding the

resulting estimate of total unemployment by the estimate of

the labor force.
The numerical factors used to make the seasonal ad-

justments are recalculated regularly. For the household

survey, the factors are calculated for the January-June period

and again for the J. tecember period. The January revision

is applied to data that -e been published over the previous 5
years. For the establishment survey, updated factors for

seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed

at the end of the next section,

SmpilIng aeahbllity
Statistics based on the household and establishment surveys

are subject to sampling eror, that is, the estimate of the
number of people employed and the other estimates drawn

from these sureys probably differ from the figures that would
be obtained from a complete census, even if the same question-
naires and procedures were used. In the household survey, the

amount of the differences can be expressed in terms of stan-
dard errors. The numerical value of a standard error depends

upon the stie of the sample, the results of the survey, and other

factors. However, the numerical value is always such that the

chances are 68 out of 100 that an estimate based on the sample

will differ by no more than the standard error from the results
of a complete census. The chances are 90 out of 100 that an

estimate based on the sample will differ by no more than 1.6
times the standard error from the results of a complete census.

At the 90-percent levl of confidence--the confidence limits

used by B5S in its analyss--the error for the monthly change in

total employment is on the order of plus or minus 335,000; for
total unemployment it is 240,000; and, for the overall
unemployment rate, it is 0.21 percentage point. These figures

do not mean that the sample results are off by these

magnitudes but, rather, that the chances ace 90 out of I10 that
the ''trae" level or rate would not be expected to differ from

the estimates bv more than these amounts.
Sampling errors for monthly surveys are reduced when the

data are cumulated for several months, such as quarterly or
annually. Also, as a general rule, the smaller the estimate, the
larger the sampling error. Therefore, relatively speaking, the
estimate of the size of the labor force is subject to less error

than is the estimate of the number unemployed. And, among
the unemployed, the sampling error for the jobless rate of

adult men, for example, is much smaller than is the rror for

the jobless rate of teenagers. Specifically, the error on monthly
change in the jobless rate for men is .29 percentage point; for
teenagers, it is 1.28 percentage points.

In the establishment survey, estimates for the 2 most current
months are based on incomplete returns; for this reason, these
estimates are labeled preliminary in the tables. When all the

returns in the sample have been received. the estimates are

revised. In other words, data for the month of September are
published in preliminary form in October and November and
in final form in December. To remove errors that build up

over rime, a comprehensive count of the employed is con-

ducted each year. The results of this survey are used to
establish new benchmarks-comypehensise counts of
employment-against which month-to-month changes can be
measured. The new benchmarks also incorporate changes in
the classification of industries and allo. for the formation of
new establishments.

AddIlional statisties and other information
In order to provide a broad otew of the Nation's employ-

ment situation, BLS regularly publishes a wide variety of data
in this news release. More comprehensive statistics are contain-

ed in Employment and Earnings. published each month by
BLS. It is available for S6.90 per issue or 139.00 per year from
the U.S. Government Printing Office, Washington, D.C.
20200. A check or money order made out to the Superinten-

dent of Documents must accompany all orders.
Employment and Earnings also provides approximations of

the standard errors for the household survey data published in
this reiruse. For unemployment and other labor force

categories, the standard errors appear in tables B through J of
its "Explanatory Notes." Measures of the reliability of the
data drawn from the establishment survey and the actual
amounts of revision due to benchmark adjustments are pro-

sided in tables M, 0, P, and Q of that publication.



11

HOUSEHOLD DATA HOUSEHOLD DATA
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HOUSEHOLD DATA

Table A.t Employment status of the cIvilian population by sex and age

HOUSEHOLD DATA
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Table A4. Selected employment Indicators
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Table A4- Selected oneo3ploylr.ant 5.,dioaton. seasonally adjusted
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Table A-ic. Employ en eatuja of black, and 01thW w o
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Table A.12. Empoyemdnt status of male Vbetnum_* re and nonnsterans by ege. not easonatlly adjusted
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Table A14 Employmenlt status oa the civilian population tor ten large Slates
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Table 51.. Emoployngs mo nonggrlcuoltural payrolls by industry
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Table 1-2. Avrg weekly hourn of production or nonsupervisory wokern on pOnt nonagieultu88l paytroll by Industry
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Table 8.3 Anr2age hourly and weekly earnings of production or nonauperonory workers' on prhlt nonagricualural
payrolls by Indusiry
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Table B-4. Hourly Earnings Ind. for producijon or nonsuperisory wolkers' on prlat. nonagricultural payrolls by Industry
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Table 8 Indexes of aggregate weekly houot of production or nonsupervlsory woflere, on priats nonagricultural

payrolls by Industry

"M0.rV

Tobl wt. .....................................

0 7.110* .........................................

IUNld0 .................... ...........................

C.sbr11e. ...........................................

im. d..rq~ .........................................

D-rbb gw9 .....................
Lumb .r odwpdPr.dp1 . ...........................

.ulu .n ..tro..........................
aon cly, nd linPg~U~. ...................

PM..ry .. "O.t- Irdu ................. :
F.bn.Itd m.ud l d .rdu ........................
Ocds.0eyrd .... P tr tobll..........................

E~v1ri ado~etroic q ...e .....................

tmln~mntsandrolt dprou. .......................

Nr.................................
Fo-d ..d kindr Pld .rdc .....................
Tobn.p ..utct ........ .....................
TW11.e .111 prduc .................................
Ap~n.I ..d o -tmr tet1 .rutb ..................
P.Wp r-d .1 lI d Prducd . ............ ............
MMnI.n. ndpubil1iMo ..................... ....
PvmIc,_. ..d.lIIW .pm ..c..................

er m d .prdu.. ................
Fubbtr ,,O plot llures d . .............

toos, clr, and glos products .........................

b P'1018ota .........................................

T.-nWl."td 195d 90806U98 .........................

W lslo sod nl~lrnld ................................

W lz11.U. ..................................

Rtdo ftId ................................

Ft I a d 9s pod- ........................

b.1 ...............................................

I 8- I. lucn a 82
p= plellmin-.

.Oaoe Opt. 857 4685

9982 19983 t983 99830

106.4 102.8 08.1e 107.5

93.9 87.9 90.7 98.0

135.9 107.7 110.0 *995.7

107.7 91.5 101.8 109.8

89.2 86.3 87.7 89.9

87.8 83.3 88.7 09.8
80.8 06.0 90.8 96.7

06.9 91.1 90.7 9.5
83.8 78.9 82.0 85.8
71.3 88.8 65.1 66.6
80 . 80.7 81.9 87.0

96. 8 0.7 01.6 02.7

97.9 96.7 98.0 100.8
83.8 07.8 98.7 86.9

.0 100.6 101.8 101.1

83.8 -1.5 81.9 93.8

91.9 90.1 92.0 98.8
99.0 89.7 91. 3 98.7
87.3 60.8 79.7 79.9
75.8 77.2 90.3 82.5
88.9 96.7 88.3 91.0
93.9 92.3 97.6 96.0

905.8 107.8 917.1 906.7

96.5 99.6 98.9 96.7
95.3 93.8 93.9 96.3
95.5 91.1 o997 101.9

87.0 80.3 82.8 87.0

113.3 191.1 112.6 118.9

108.3 98.5 99.8 101.8

106.3 102.1 108.1 106.9

110.8 105.5 107.0 108.5
108.8 900 8 103.0 105.5

118.2 197.9 118. 199.8

123.8 128.7 126.1 128.6

105.0

9 2. 1

132.8

101. 1

88. 5

77.983.6

71:0

90.2

903.0

91.2

95.0

909.

13.0
92.
12:6.
95.

92.
953

a82.8

112. 1

103.0

105.2

;10 .5

i12 2.3

1983 1983 9983 1983 F

102.2 183.1 908.0 105.0

87.2 87.8 89.8 90.5

111.6 110.7 109.5 110.2

99.7 98.3 96.3 99.9

84.1 85. 0 87.8 87.8

80.8 81.6 83.7 88.3
83.1 85.1 88.0 89.0
80.7 87.91 92.0 92.8
76.6 78.1I 80.0 81.3

61.0 62.2 63.7 65.0
78.9 76.8 91.0 02.0
78.8 78.7 90.0 89.8

93.2 95.2 97.6 98.1
80.9 89.0 87.7 07.0
99.9 100.6 109.9 909.7

77.7 80.7 82.9 82.8

89.6 91.7 92.8 92.9
93.8 98.1 96.0 95.8
82.8 89.8 89.9 88.6
75.8 77.6 00.901 .

85.0 85.5 87.6 87.8
90.8 92.1 93.1 98.6

105.6 186.5 108.9 107.5
93.6 93.7 98.7 98.6
96.2 97.6 98.6 97.5
90.9 94.9 98.5 130.9
76.4 79.9 89.7 81.2

110.5 111.8 911.9 113.0

098.6 99.1 99.6 99.8

102. 1 103.9 103.6 108.6

109.5 106.9 106. 107.2
9 00.8 903.0 102.8 103.6

816.8 916.4 117.8 918.9

122.5 123.9 128.7 126.2

Table B4. Indexes of diffusion; Percent of Industries In whIch employment' Increcsed
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Representative HAMILTON. Thank you very much, Ms. Norwood.Let me focus first on the behavior of the labor force during recov-ery periods and try to get some idea of just how strong this recov-ery has been that you mentioned in your statement.
How does the drop in unemployment of eight-tenths of 1 percentbetween December and June compare with previous postwar busi-ness cycles?
Ms. NORWOOD. If we look at employment and compare it to otherpostwar recessions, I think we find that the change is fairly strong.I can read you some numbers, if you'd like, but basically, it isstronger than in 1975. It is stronger than in 1980. Stronger thanactually every postwar recession except for 1949, which was 2.3-per-cent change-I am sorry, I am looking at employment.
Representative HAMILTON. You are looking at--
Ms. NORWOOD. At the growth in employment. Now if we look atthe decline in unemployment, in the level of unemployment, inpercentage terms, it is still extraordinarily strong. There was inthose 6 months a decline of almost 71/2 percent in the number ofpeople unemployed and that compares quite favorably all the wayback to 1958; 1958 had 8.9 percent.
Representative HAMILTON. You are saying that there is an un-usually sharp drop over this 6-month period in the unemploymentrate?
Ms. NORWOOD. Yes; certainly more than in any postwar recessionexcept 1949. And the decline in the number of unemployed exceedsthat of 1961, 1970, 1975, or 1980. You have to go back to 1958 tohave something that was stronger.
Representative HAMILTON. Have the other recoveries been char-acterized by greater increases in the size of the labor force thanthis one?
Ms. NORWOOD. Not necessarily. We did have a little larger in-crease in the labor force in 1975. That was about a 1.1-percent in-crease. In the last 6 months, we have had a seven-tenths of 1 pointincrease. That was about the same as in 1980 and in 1970 andsomewhat more than in the other preceding recessions.Representative HAMILTON. Now, ordinarily, you have a lot of newpeople come into the market in June, do you not?
Ms. NORWOOD. Yes.
Representative HAMILTON. And you would therefore expect un-employment to rise, or at least that factor would tend to push itup.
[Ms. Norwood nods in the affirmative.]
Representative HAMILTON. Has that happened this time?Ms. NORWOOD. Before seasonal adjustment?
Representative HAMILTON. Yes.
Ms. NORWOOD. Yes; certainly, it did, because we did have a verylarge increase, larger than we have had for sometime, in the laborforce. We also had a large increase in employment, but the in-crease in the labor force was larger. I did discuss, as you recall, thefact that the survey week, which contains the 12th of the month,was somewhat later this year. We may have picked up some peoplewho would normally be picked up in the July survey.But I think that that affects primarily, the young people-thatis, young adults and teenagers who would have been in school. And
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if we take them out of the data completely, we still have a very

vigorous labor market.
Representative HAMILTON. Now the number of workers unem-

ployed for an extended period, more than 26 weeks, was 3 million

in June-that is a higher figure than May, even though overall un-

employment declined.
Now is the number, 2.95 million, a record?
Ms. NORWOOD. Yes, it is.
Representative HAMILTON. Can you tell us a little bit about the

characteristics of the long-term unemployed worker, sex, age, race,

occupation? Are you able to give us any information on that?
Ms. NORWOOD. Yes, I can. Almost 7 out of 10 of them are men.

The others, obviously, are women. A little more than half of them

are in what we call the prime-age group. I am never quite sure

what that means, by the way, but they are 25 to 44 years old.

Three quarters of them are white and about a quarter, 23 percent,
are black.

In terms of industry, a little more than a third are in manufac-

turing, with a pretty hefty group of them in durable manufactur-
ing, as we would expect.

Representative HAMILTON. In what kind of manufacturing?
Ms. NORWOOD. Durable industries, particularly primary metals,

steel, autos. About one in five of them are people who are entrants

to the labor force; that is, who either had left the labor force or

newly entered the labor force in search of their first job.
Representative HAMILTON. Has the number of long-term unem-

ployed declined more slowly than the general, overall unemploy-
ment rate as a rule?

Ms. NORWOOD. Yes, it does. And, in particular, in a period of re-

covery, as there are very many fewer people who lost their job re-

cently, those who are unemployed for longer periods of time-say
15 to 26 weeks-move, then, into the longer time group.

Employers tend to fire the most experienced people last and then

they tend to rehire those people first in a period of recovery.
Representative HAMILTON. What is happening with these long-

term unemployed people? Are they dropping out of the labor force?

Are they retiring? Are they getting into job training?
Ms. NORWOOD. We have very little information that is specific to

that. The long-term unemployed, of course, are in the labor force.

These 3 million people are in the labor force. They are looking for

jobs. But they have been out of work, the 3 million have been out

of work for 6 months or more.
They are, somewhat disproportionately, of course, men. They are

also disproportionately minorities.
Representative HAMILTON. How many of them are still eligible

for unemployment insurance?
Mr. PLEWES. If we look at the latest figures we have for the ex-

tended benefits program-that is, those benefits exceeding 27

weeks-we see that the number in the Federal extended benefits
programs is 1,062,000. And the number on the regular extended
benefits programs is 347,000, for a total of about 1.4 million.

Representative HAMILTON. 1.4 million out of the 2.95 million who

still qualify for unemployment benefits; is that your testimony?
Mr. PLEWES. Yes.
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Representative HAMILTON. Senator Proxmire.
Senator PROXMIRE. Thank you, Congressman. Ms. Norwood, it is

good to see you here.
Let me ask a question a little bit different from what Congress-

man Hamilton has been asking about, something that has puzzled
me for sometime now. You've had a comprehensive employment
and unemployment picture, including the resident Armed Forces.
That hasn't been picked up very much by the press, which is a
mystery to me.

You say all civilian workers, unemployment is down to 9.8 per-
cent. It broke that magic double-digit figure. But for civilian work-
ers, it's down to 10 percent; is that right?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Now, of course, I am a Democrat and I am

critical of President Reagan. I hope he is defeated in the next elec-
tion and I can see why they would prefer to have the lower figure.
But, at the same time, it seems to me, in all fairness, we ought to
have a comprehensive figure.

I cannot understand why people in the Armed Forces are not
considered to be employed.

Ms. NORWOOD. Well, they are--
Senator PROXMIRE. If a kid wants a job and he cannot get it any-

where else, he goes into the Armed Forces and he works hard. He
gets paid for it and it seems to me that he is employed.

Ms. NORWOOD. That is right, and--
Senator PROXMIRE. What is your position on this? I would like to

know, because I think that might have some effect. I think the
press wants to be fair and they would like to know what the out-
standing expert in this area feels is the fairest measure of unem-
ployment.

Ms. NORWOOD. I think they are both important. Clearly, the over-
all figure, that includes the Armed Forces among the employed,
was 9.8 percent this month, and I think that's a very important
figure.

On the other hand, because we do not survey specifically the
people in the Armed Forces-we just get an overall number from
the Department of Defense-it is not possible for us to break that
down into all of the various demographic characteristics.

Senator PROXMIRE. But when you look at the overall figure, you
know that that figure is correct. You don't challenge, nobody chal-
lenges the fact that there are a certain number of people, whether
it's 1.8 or 1.7 in the civilian Armed Forces, whatever that is. You
have that figure to the man. It's not a matter of guessing there. We
know what it is. Isn't that right?

Ms. NORWOOD. That's right.
Senator PROXMIRE. But you say that perhaps when you interpret

it in terms of the effect on black unemployment, teenage unem-
ployment, et cetera, there you can't break it down.

So it would seem to me that it might be more, perhaps more ac-
curate as a comprehensive figure, but less when we're talking
about ethnic groups or a particular breakdown measure.

Ms. NORWOOD. Yes; when we're discussing the economy and look-
ing at the availability of labor, we want to take account, certainly,

30-462 0-84-3
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of people who have chosen the military as a career. And that's why
we ve added that rate.

I think the two unemployment rates are very close together. A
tenth or two-tenths is a very little difference, and I think they're
both important.

Senator PROXMIRE. Now, the labor force figure that you have
here for June 1983 is 113,600,000. Is that a seasonally adjusted
figure?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Is that the highest that it's ever been? Is that

a record?
Ms. NORWOOD. I think so. Yes, it is.
Senator PROXMIRE. And as you pointed out, that's an enormously

sharp increase in 1 month. It's 1,200,000 in 1 month, seasonally
adjusted.

[Ms. Norwood nods in the affirmative.]
Senator PROXMIRE. It was 3 million if it wasn't seasonally

adjusted.
Ms. NORWOOD. Yes; I think that it's perhaps somewhat

exaggerated.
Senator PROXMIRE. Now why?
Ms. NORWOOD. Well, one reason, I think, is that the survey week

was a little bit later and therefore, we probably picked up a large
number of young people who typically leave school after the survey
week. Let me say, I think the seasonal adjustment process has
worked quite well, but we have not had a survey week as late as
this since 1978. And you can't expect the seasonal adjustment proc-
ess to take care of that.

But I think if we partition it and look at those portions of it that
relate to young people, clearly, many of those young people really
came into the labor force-even after seasonal adjustment-be-
cause there are more jobs available. The economy is recovering.

Senator PROXMIRE. At any rate, regardless of how you interpret
this, it's your impression, I take it, that this is the largest labor
force we've ever had and it must be one of the very largest in-
creases we've ever had in 1 month.

Ms. NORWOOD. That's right.
Senator PROXMIRE. Seasonally adjusted or in any other cases,

when was total employment last above 102,494,000? That's the
highest figure since when.; 2 or 3 years? I have the figure on this
chart we have here through 1982, but--

Ms. NORWOOD. May 1981, just before the beginning of the
recession.

Senator PROXMIRE. May 1981. So we are not far from the level of
employment--

Ms. NORWOOD. That's right.
Senator PROXMIRE [continuing]. That we had at the beginning of

the recession.
Ms. NORWOOD. Because we have a larger population.
Senator PROXMIRE. Is this the sharpest drop in 1 month in male

adult unemployment that you can recall?
Ms. NORWOOD. It's a very sharp drop. I think so. The 0.6-point

decline in the unemployment rate for adult men is the sharpest
drop since December 1959.
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Senator PROXMIRE. Now there's been a lot of concern expressed
by people in the administration and outside the administration
that the recovery may be going too fast. Is there any evidence as
far as employment is concerned that that may be the case? Are we
getting a situation where we may be working into shortages or
other frictions that might be counterproductive? Any reason why
you think it might be wise to slow it down or does it seem to be
going at the kind of pace that we can welcome?

Ms. NORWOOD. I think the discussion of slowing down the econo-
my relates to monetary and, to some extent, fiscal policy. We've got
still more than 11 million people unemployed, and I don't see that
the labor market is related to those discussions.

Senator PROXMIRE. Do you see any of the expected effect of the
July 1 tax cut on employment and unemployment? On the basis of
past experience-after all, this is the third tax cut we've had. We
had a 5-percent cut in October 1981. We had a 10-percent cut 1
year ago. And now another 10-percent cut a few days ago.

Do you anticipate that that, by itself, might have an effect and, if
so, how significant?

Ms. NORWOOD. I don't really know how significant, but clearly,
consumers are spending more. We did have this month a signifi-
cant increase in employment in retail trade and I would expect
that if consumers continue and if they spend their tax increases,
that employment in the retail trade industry, in particular, will
show some direct relationship to that.

Senator PROXMIRE. So it could be an increase. Would you care to
put a figure on it or not?

Ms. NORWOOD. No; I'll leave that to you, Senator.
Senator PROXMIRE. You don't want to say 50,000, 100,000 more in

trade?
Ms. NORWOOD. You're much better at guessing that.
Senator PROXMIRE. And ultimately, that figure, of course, would

be reflected in manufacturing and so forth, construction.
Ms. NORWOOD. Yes.
Senator PROXMIRE. Any evidence at all of labor shortages that

could push up wages and prices in particular areas? I realize, as
you say, with 11 million plus people out of work, that certainly
there isn't any comprehensive--

Ms. NORWOOD. I'm not aware of specific instances. I'm sure that
there are some skill mismatches. We have a program, you know, on
occupational outlook and we have been attempting to examine
some of those trends for the future. We are finding, however, that
it is extremely complicated. Even when you talk about engineers,
for example, we find that there are many different kinds of engi-
neers. And some people say there's a shortage and other people say
that there is no shortage. One needs to delve quite deeply into par-
ticular situations.

Senator PROXMIRE. So you're looking at it from the standpoint of
the effect on wages and prices?

Ms. NORWOOD. Well, to some extent. But we also expect, of
course, that as some of the defense buildup continues, that there
may be more demand for some occupations than for others. We
have been looking at that. We have not yet come up with anything
that's very definitive.
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Senator PROXMIRE. How about the regional situation? In the Mid-
west, where the chairman and I come from, there has been excep-
tionally heavy unemployment. And I see that you have improve-
ment in construction manufacturing, where we were hit especially
hard.

How does that shape up? Has there been a special improvement
in Michigan, Indiana, Wisconsin, et cetera-Illinois?

Ms. NORWOOD. There has been some improvement over a period
of some months. I'm sure that you, in particular, Senator Prox-
mire, are aware of our problems in the statistical significance of
the monthly changes in those numbers. This month, for example,
there was a change from 13.6 to 12.8 percent in the unemployment
rate for Ohio, which is barely significant in statistical terms. I
think we need to look at that over a longer period of time.

There has been, certainly over a period of months since Decem-
ber, some significant improvement in some of those very hard-hit
States. For example, an 18,000 increase in employment in lumber
and wood manufacturing was concentrated in the Northwest.

So I think these things are all related and there are changes
going on. It's just harder to measure.

Senator PROXMIRE. What constitutes, in your judgment, the
greatest danger to further recovery?

Ms. NORWOOD. Well, I read in the newspapers about the prob-
lems of deficits, and fiscal policy, and monetary policy not being co-
ordinated, and I guess that is a problem. There is also the problem,
of course, of the international debt, which I think is quite a serious
one.

Senator PROXMIRE. I'd like to ask you also, you highlighted brief-
ly in your statement the fact that there has been little improve-
ment for blacks. My staff people have told me that they notice that
over the last 6 months there's been very, very little, a very discour-
aging situation for blacks.

In view of the fact that there has been a pickup in manufactur-
ing and in some of the areas where blacks have been employed
more perhaps than in others, and a big pickup for related service
work and so forth, how do you explain this? Why is there this
heartbreaking, unfortunate situation for blacks?

Ms. NORWOOD. I don't know, Senator Proxmire. I am concerned
about it. You will note that I have been talking about it for some
months now.

If we go back to the period of the 1970's and look at the experi-
ence of black adult men, in particular, you will see that their em-
ployment-population ratios tended to decline, even during a period
when we were, in fact, as a country investing some considerable
amounts of money in training programs.

So there has been a development generally downward in terms of
the population, the proportion of the population employed.

The unemployment rates for the black population went up in the
1980 recession, in particular, and don't seem to have improved very
much since then. Some of it, clearly, is due to skill training. It
seems to me when we look at the pool of people who are unem-
ployed, there are really two kinds of groups. There are people who
are unemployed, who have lost their job, who have some training,
and have some ability, either because of the places in which they
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are located or the economic circumstances from which they come
or the education that they have, to move into other jobs after some
period of unemployment. And there's a lot of evidence that in this
country, we have a considerable flow into unemployment and out
of unemployment.

Senator PROXMIRE. Could this have been affected in any way by
the fact that the Armed Forces have been an especially attractive
employer in the last year or so, recent months, especially, because
of the higher pay and also because of the lack of jobs elsewhere
and that more whites are going into Armed Forces, less opportuni-
ty for blacks in the Armed Forces?

Ms. NORWOOD. There's some possibility of that. But as I pointed
out, I think this is a longer term phenomenon than that. The other
point I wanted to make is that there is, as well as that group, there
is another group, many members of which are in the long-term un-
employed, who have different kinds of problems in the labor force
and which, in a sense, they cannot self-correct.

Senator PROXMIRE. Can you explain the lack of teenage opportu-
nity and the fact that the teenage unemployment didn't increase
and remained painfully high on the same basis, or are there other
explanations for it?

Ms. NORWOOD. I think the teenage problem is, in fact, a much
greater social problem. Teenagers tend to be concentrated, particu-
larly minority teenagers, in central cities, and in families with very
low economic circumstances. Many of them arek living in what even
the Government defines as poverty. They have a very difficult time
and they are not in very encouraging circumstances.

I think there's a direct relationship between the kind of family
economic situation that some of these youngsters come out of and
their relationship to the labor force. I can't prove that, but it seems
to me that there is a lot of correlation there.

Senator PROXMIRE. One final question before I yield to Congress-
man Hamilton again. I notice that, and you say in your overall
analysis here, that there's quite a difference between the business
survey and the household survey. The household survey this time
seemed to catch up somewhat.

Why, was this lag and is there still a difference? The business
survey seems to give us more encouraging figures, less unemploy-
ment, more employment. Is the business survey, in your judgment,
any more accurate? Do they measure different things?

Ms. NORWOOD. They, of course, have somewhat different defini-
tions. They are very different kinds of surveys. In a period of busi-
ness cycle change, I think the business survey tells us more than
the household survey does. The household survey is a sample
survey, as you know, and tends to be somewhat more erratic from
month to month.

We are in the process of working with the Census Bureau to
begin the redesign of the household survey to take account of the
1980 population census. That's somewhat overdue and I will feel
much happier when it is completed.

I do happen to think, however, that the United States is much
better off for having two surveys measuring the same kind of phe-
nomenon. I should say that it makes our lives much more difficult
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because people like to have revealed truth from a statistical series
and we have to tell them that that doesn't often happen.

Senator PROXMIRE. Would the business survey, in your judgment,
give us a lower unemployment figure if we relied on that entirely?

Ms. NORWOOD. I'm not sure about what it would do with unem-
ployment because that is involved, to a great extent, with people's
search for jobs. I do think that since December, the business survey
has been giving us better signals of what's going on in employment
and I think in a period of economic recovery, it is the employment
side that we ought to be looking at in terms of direction of the
economy.

That does not mean, of course, that we should not be concerned
about social problems that are related to unemployment. But I
think that in a period of business cycle change, it's the business
survey that seems to tell us more.

Senator PROXMIRE. Thank you, Congressman.
Representative HAMILTON. Stories are in the papers today about

the Federal Reserve preparing to tighten money policy. If that hap-
pens, interest rates will go up. If that happens, what's the impact
on employment?

Ms. NORWOOD. Well, the increase in interest rates in the past has
clearly affected housing and, therefore, all of the housing-related
industries-lumber and wood, glass, furniture, appliances and so
on, and has affected large investment in infrastructure and in ma-
chinery for improving efficiency.

Representative HAMILTON. How quickly has that been reflected?
If the interest rates jump up, how quickly is it reflected in the un-
employment statistics?

Ms. NORWOOD. Well, I think it's very hard to tell. There is no ab-
solutely direct relationship. And it's also a matter of degree. You
can have increases in the interest rate without having it affect the
economy very much. It depends in part on people's expectations.
There has been a lot in the press about the expectations and
whether, perhaps, they had not already been discounted. I don't
know.

There's also a particularly worrisome international situation
which makes the changes in interest rates more important and
more difficult.

Representative HAMILTON. But, ordinarily, you would expect that
if the interest rates jump up, it would have an impact on the em-
ployment level.

Ms. NORWOOD. If they jump up a great deal.
Representative HAMILTON. "A great deal" being what?
Ms. NORWOOD. I don't know. But what I seem to read in the press

is not as large as we have had historically.
Representative HAMILTON. Now on the minority question that

Senator Proxmire raised, the jobless rate for blacks is 20.6 percent.
And 6 months ago, December, January, it was 20.8 percent. He
asked you why that has occurred and I did't get a very clear idea of
your response.

Are you saying to us that we don't really know why that occurs?
Ms. NORWOOD. I'm saying that I cannot give you a full explana-

tion. There are some very puzzling things there. We do know that
some of the black population, in particular, the black teenagers,
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tend to be concentrated in central cities where there are not very
many jobs, since many jobs have moved into other areas. They also
tend to be concentrated in families in fairly low economic circum-
stances, which clearly has an effect on their ability to find jobs,
their interest and encouragement, as well as on their education
and skill.

So I think that's a problem. We have a lot of high school drop-
outs among our minorities, a greater proportion of them among the
minority population than among the white population.

In terms of the others, I am concerned about not just the high
unemployment rate, but also about the fact that many of our black
adult men are not in the labor force. They do represent a larger
proportion of the discouraged workers than the white men do. It is
true that this quarter there was a decline of 140,000 in the number
of discouraged workers compared with fourth quarter 1982. That
was primarily among blacks, which means that those people came
into the labor force and they haven't yet found jobs. But at least
they're in the labor force looking for jobs and not out of the labor
force too discouraged to search.

So there is some movement there. But I think it is a problem
that needs to be focused on.

Representative HAMILTON. Are the discouraged workers predomi-
nantly from certain demographic groups?

Ms. NORWOOD. They are predominantly blacks and females. They
are people who have a harder time in the labor market than
others.

Representative HAMILTON. Are there any States in the country
in which unemployment is rising?

Ms. NORWOOD. There are always States which have different
movements in unemployment. It's rather interesting to note that
even in 1979, when we had rather a good labor market situation,
we had some States with high unemployment rates, much higher
than others, and we had some individual counties with extraordi-
narily high unemployment rates, even into double digits.

So there always is a disparity between the unemployment rates
in one area of the country and another. It's generally related to the
industrial structure.

Representative HAMILTON. In May, you projected that the youth
labor force would expand by a smaller amount this summer than
last, largely because the youth population is smaller. Has that been
borne out in the statistics for June?

Ms. NORWOOD. Well, we had, as we said, a much larger influx of
people into the labor market this June than we have had for many,
many years.

Perhaps Mr. Plewes might want to add something to that.
Mr. PLEwEs. We did have a smaller population group, that's true.

But what happened this month is that we had a larger propensity
of those people in the smaller population to be in the labor force.
The labor force participation rate went from 52.2 percent for the
16- to 19-year olds, for example, in May, to 55.4 percent in June,
seasonally adjusted, a very large increase.

Representative HAMILTON. Will that jump again in July?
Ms. NORWOOD. It may go down in July.
Representative HAMILTON. It will go down in July.
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Mr. PLEWES. It will pick up somewhat in July, before seasonal
adjustment.

Ms. NORWOOD. Part of it is, as I said, due to the survey week
being somewhat later and so we may have picked up some of what
would have been picked up in July and part of it is that this is a
statistical survey and it tends to move in spurts. And sometimes it
goes up a lot, particularly the labor force. That may be a correction
for what hasn't happened before and we may find some up and
down movement in the next few months.

Representative HAMILTON. The labor force participation rate for
adult women is not changing very much now. Is the trend that we
saw in the 1960's and 1970's of a large increase in the number of
women coming into the work force now clearly reversed, plateaued,
or changed?

Ms. NORWOOD. There's a lot of discussion about that, Congress-
man. I do not believe so. It has slowed down. That's quite clear. But
women are continuing to come into the labor force. I would expect
that in a period of recession, that women, as men, would tend to
stay out of the labor force because there aren't very many jobs. As
the economy picks up, I would expect that more women would
come into the labor force. I am not sure that they will be coming in
in as great a rate as they did in the 1960's and 1970's, but I think it
will pick up.

Representative HAMILTON. Senator Proxmire.
Senator PROXMIRE. Ms. Norwood, are we facing a serious struc-

tural unemployment problem? I've heard a lot about that. Can you
tell us on the basis of the latest statistics that there is more or less
evidence that we face a situation where, in steel and in many other
industries, because of the competition from abroad and because of
the difference in wage scales and so forth, our employment is de-
clining sharply and we have to recognize that some people are
likely to be unemployed for considerable periods of time?

Is this increase that we have in the length of unemployment, the
duration of unemployment, which is one of the spectacular parts of
what you're telling us here, a reflection of that structural problem?

Ms. NORWOOD. There are structural changes going on. Many in-
dustries began declining in the 1970's, really. The recession exacer-
bated those changes. They didn't start with the recession. So condi-
tions have gotten worse.

On the other hand, since December, an industry like automobiles
has picked up a considerable amount of employment. But they're
not back to where they were in 1979.

I think there will be change and many of the workers who previ-
ously had had jobs-that is, in the 1970's-in some of our major in-
dustries like steel manufacturing, auto manufacturing, machinery
manufacturing, may not find jobs in those industries.

Senator PROXMIRE. There's likely to be less employment in those
industries, automobiles, for instance; is that right, steel, perhaps?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Because of automation and because of-the

difference is we have smaller cars, for instance, that we're making
now that I presume would not take as much steel.
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Ms. NORWOOD. There are also demographic changes. We havehad fewer children. We are going to have fewer youngsters. We aregoing to have fewer two- or three-car families.
And it's also much more expensive to operate an automobilewith the price of gasoline, for example. So I think that the days ofbuying more and more cars are probably behind us. I think we willbe buying cars. We will be rehiring many of the people who werein those industries. We will not be expanding those industries asmuch as they were expanding in the past.
But, you know, I think sometimes we focus a great deal of atten-tion on the so-called displaced worker as though all of the peoplewho have been displaced are in serious trouble. Some of them are,clearly. But one of the things that has always characterized theU.S. labor market and made it somewhat different from those inother countries is that we always have considerable change goingon. The people who have lost their jobs who can find jobs in otherindustries are not going to be in serious trouble. It is the peoplewho have lost their jobs who will not find jobs in other industriesthat are going to be the problem and that is not the total group.There also will be some dislocation in terms of geographic location.We have a concentration of particular kinds of industries andfeeder industries into autos, steel, machinery, and so on, in particu-lar areas of the country, and unless new industry comes into thoseareas, workers who have been displaced can have some serious dif-ficulty unless they move. And people don't like to move.

Senator PROXMIRE. Now you referred a couple of times and Ihaven't followed up on it, you referred to the international situa-tion and the effect interest rates might have there. There has been,as I understand it, a dramatic change in our dependence, both inimports and exports, on the international situation. Obviously, ifthere's a recession abroad-we sell lots abroad-if there's a reces-sion abroad, they tend to compete more effectively with us becausetheir wages don't go up and their prices are lower.
So I understand that about a third, 35 percent, of our jobs relateone way or the other, either on the export side or the import side,due to the international situation.
As interest rates rise, if they do, that will have the tendency ofslowing down recovery abroad, will it not? It absorbs some of theircapital, for one thing. It raises their interest rates for another. Andthis will have an effect on our recovery that would be perverse, Iwould think, as far as the international situation is concerned.Is that the situation, as you see it, or is there something else?Ms. NORWOOD. Senator Proxmire, I'm not an expert on monetarypolicy and I wouldn't want to comment on that. I can tell you thatwe are more dependent on foreign trade now than we were yearsago and that our export situation is not in very good shape. Recov-ery seems to be beginning in some of the western European coun-tries and that is an essential element of the prosperity of the'United States. We cannot have economic recovery and increasingemployment in this country if the rest of the world who are ourtrading partners are continuing to go down. But there is some evi-dence that--
Senator PROXMIRE. Certainly, one policy we can follow to try tocounteract that is to hold our interest rates down because that has
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the most profound effect. The head of the International Monetary
Fund has said that the most significant economic problem in the
world today are American deficits, because we absorb so much cap-
ital from all over the world and because we keep interest rates
high everywhere. And, of course, we're reminded of that by heads
of state, whether they're conservative or liberal, when they come to
this country and talk to our officials.

Ms. NORWOOD. Well, you know a great deal more about that than
I do.

Senator PROXMIRE. Well, I don't think that's true by any means.
Let me ask you, what proportion of our long-term unemployed are
running out of unemployment compensation?

Mr. PLEwEs. That's a difficult question to answer, Senator. Last
month, in May, we had 519,000 persons on regular extended benefit
programs. In June, that went down to 347,000, about 150,000 less.

On Federal extended benefits programs, we had 1.5 million per-
sons in May, and 1,100,000, roughly, in June, about 400,000 less. So
we've got about 500,000 or so fewer persons drawing extended bene-
fits between May and June.

Senator PROXMIRE. Can you make a calculation on the basis of
that how many of these people have found jobs and therefore, no
longer need unemployment compensation and how many are still
unemployed and are out of unemployment compensation?

Mr. PLEwEs. Unfortunately, there's no data base that allows us
to trace that.

Senator PROXMIRE. Why shouldn't we have that? It seems to me
that that is critically important for policies we follow. We're
always often being asked in the Congress to extend unemployment
compensation benefits. We debate it. If we don't have these facts,
we can't make a decision intelligently.

Ms. NORWOOD. Senator Proxmire, the unemployment insurance
data are not a responsibility of the Bureau of Labor Statistics.

Senator PROXMIRE. I'm not saying they are. I'm just wondering if
you'll give me some ammunition--

Ms. NORWOOD. I'd be glad to. [Laughter.]
Senator PROXMIRE [continuing]. So we can get some of this infor-

mation that we need.
Ms. NORWOOD. The unemployment insurance data base is really

an offshoot of the program to administer unemployment benefits.
It is an administrative data base. It is not really a statistical data
base.

Senator PROXMIRE. Would you be able to secure this data so that
when you come before us next month you would have that informa-
tion?

Ms. NORWOOD. No, sir.
Senator PROXMIRE. You couldn't do it?
Ms. NORWOOD. No, sir.
Senator PROXMIRE. Who would we have to call to get it?
Ms. NORWOOD. Well, we're giving you what is available from the,

system within the Department of Labor.
Senator PROXMIRE. Are you saying that it's not available, nobody

can tell us in the Government what the number of people running
out of unemployment compensation is who are still unemployed?

Ms. NORWOOD. No, no.
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Senator PROXMIRE. What's that?
Ms. NORWOOD. What I'm saying is that there is some informationfirst on the number of people who have exhausted their last bene-fits. It has a very large timelag. We have data, for example, for themonth of April, rather than for the month of June.
Senator PROXMIRE. Why the timelag?
Ms. NORWOOD. Because it is data which is available in local of-fices in each of the States. It has to be gathered together and sentin to the Employment and Training Administration. It is not treat-ed as a statistical series. The purpose of the UI program is to paypeople checks. It is to see to it that people who qualify are proc-essed in a way, in an orderly and efficient way, to get their checks.And all that we have out of the UI data system is basically an off-shoot of that administrative data base.
To construct a really good statistical data base from that wouldtake considerable effort, time and funds.
Senator PROXMIRE. How much in the way of funds?
Ms. NORWOOD. I can't tell you off the top of my head, but it's alot.
Senator PROXMIRE. Give us as much of this as you can in subse-

quent meetings.
Ms. NORWOOD. We'd be glad to.
Senator PROXMIRE. I know I would like to have this. I think thecommittee would be well served if we had this kind of information.
Ms. NORWOOD. It could be a very rich body of data.
Senator PROXMIRE. Now, I want to ask a question that I find is ofintense interest to television crews, not necessarily to people whowatch television, but the people who operate the cameras andothers.
What would be the effect, in your judgment, of having a 7-hourworkday, double time instead of time and a half for overtime?The reason I ask that is if we're going to continue to have highlevels of unemployment, we have 11 million people still out ofwork, we're going to continue to have that and have a growingwork force of the kind we have. I think we ought to at least consid-er the possibility of doing something that we haven't done for 50years, but did without any feeling that it abridged our free enter-prise system. And that is consider the possibility of reducing theworkweek and providing for a more effective premium for thosewho work overtime.
Ms. NORWOOD. I haven't thought very much about that and Ihave no idea. I can tell you that I participated a few months ago ina conference at Ditchley Park in England. And that many of thediscouraged Europeans were advocating a shorter workweek andhaving people leave the labor force, retire earlier. I was saying tothem, in our country, things are somewhat different because theCongress has passed legislation permitting people to continue towork much longer and doing away with mandatory retirement andso on. We are much more optimistic about the possibilities of find-ing ways to have the economy recover to employ people.
But I don't know about any of the specific things.
Senator PROXMIRE. My calculations are that if we did this, we dohave an average workweek, as you show, of about 35 hours, as amatter of fact. But in manufacturing, it's higher and in many
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others. We still have to pay a lot of overtime and so forth. We
would increase employment by between 6 and 7 million without
any additional Federal spending. Now, of course, there would be a
burden, a significant cost burden, on industry and you would have
perhaps an inflationary effect.

But the statistics seem pretty clear that if you could reduce over-
time by insisting on that premium and also increase the number of
people that work because you reduce the day from 8 hours to 7
hours, that you would have automatically an increase in the
number of people working.

Ms. NORWOOD. Many European countries have a process which
provides for subsidization of shorter hours. And, as a result, they
have fewer people who are classified as unemployed, because they
work for some period of time.

In this country, in our data, if someone works for 1 hour or more
during the survey work for pay, he or she is classified as "at work"
or "being employed."

To receive any unemployment insurance, in most States of this
country, though it varies from one to the other, people need to be
unemployed; that is, they cannot be working 20 hours a week or
something.

Senator PROXMIRE. Well, again, I'd appreciate it very much. I
have such faith in your judgment. You are very competent in this
area. It would be very helpful if you would think about this and
give us any further reflections you may have on it. It would be
very useful.

Ms. NORWOOD. Thank you.
Representative HAMILTON. Ms. Norwood, the thing that im-

presses me most, I guess, is the chart over there and the very, very
rapid increase in the unemployment rate during 1982. And then
your coming in this morning and telling us that we have a very
strong recovery and that the decline in the unemployment rate is
proceeding-giving us kind of an upbeat statement overall. But
that unemployment rate is going down at a very, very slight rate.

I'll give you a little nonstatistical information. I just returned
from the July Fourth recess. I appeared, as many politicans do, in
a lot of parades and a lot of picnics and all the rest. One statement
that was shot at me every parade, not once, but half a dozen times,
every picnic was "get us some jobs, get us some jobs, get us some
jobs.

The unemployment rate just inches down very, very slightly,
one-tenth of 1 percent or so each month. So I find the situation still
very discouraging and not at all optimistic, even though you talk in
terms of strong recovery and sharp declines in the unemployment
rate.

Ms. NORWOOD. I've talked in terms of strong employment growth,
and I think that it's a requirement, really, of recovery. And I think
we are seeing strong employment growth since December, but espe-
cially in the last several months.

The decline in unemployment tends to lag, partly because, you
know, we've got to create an awful lot of jobs in order just to stand
still because we do have--

Representative HAMILTON. Does that suggest that that line will
drop more sharply, in your judgment, in the next few months?
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Ms. NORWOOD. I don't know. I would hope so. I'm always
optimistic.

Representative HAMILTON. Given the factors you know and the
projections you know about the balance of the year, what is your
reasonable expectation of that unemployment rate?

Ms. NORWOOD. I don't forecast the unemployment rate. I leave
that to others. They do a much better job of it than I.

Representative HAMILTON. You are the ranking expert on the
labor market in the country, according to Senator Proxmire.

Ms. NORWOOD. He's much too kind. [Laughter.]
Representative HAMILTON. Maybe the reason you are an expert

is because you don't make predictions. [Laughter.]
Ms. NORWOOD. Well, I see my job, Congressman, as pointing out

to people like you who have the responsibility in the country for
making policy, the areas of difficulty and the areas of improve-
ment. That's what I tried to do this morning.

Representative HAMILTON. Obviously, we appreciate that very
much and it is very helpful to us. Those who deal with policy also
have to think ahead.

I think Mr. Policinski had some questions for the Republican
side. Mark.

Mr. POLICINSKI. Thank you much, Congressman. Commissioner,
last month you told the committee that it was important for policy-
makers to look at both seasonally and not seasonally adjusted data.I'd just like to look at that in regard to the employment level, not
seasonally adjusted data.

If my figures are correct, if there haven't been any updates, Ithink what it shows is the not seasonally adjusted employment
level in January was 97,262,000; is that right?

Ms. NORWOOD. Yes.
Mr. POLICINSKI. And this month?
Ms. NORWOOD. Yes?
Mr. POLICINSKI. What was it this month, 101.8?
Ms. NORWOOD. Yes.
Mr. POLICINSKI. So since January, we have created 41/2 million

new jobs.
Ms. NORWOOD. According to the household survey, yes.
Mr. POLICINSKI. The increases last month in employment, almost

1¼/4 million, have we ever had a month when the increase was that
large?

Ms. NORWOOD. I doubt it.
Mr. PLEWES. Between March and April in 1960 when many

people were hired to conduct the census, we had an increase of 1.8
million, I believe it was. But that was it. This is the highest since.

Mr. POLICINSKI. And one of the reasons-well, part of the reason
for this very large increase-could be due to the fact that there
was such a late survey week, you were saying?

Ms. NORWOOD. It's possible that there was some exaggeration.
That's why I don't like to look at that particular number alone. I
think the two surveys are telling us that there is employment
growth. It may not be as large as the household survey has said itwas in June, but it is large. It is there.

Mr. POLICINSKI. The only other question I have is: Initial claims
for unemployment, what's the lastest figure we have?
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Ms. NORWOOD. We have a figure for the week of the 25th of
June. Before seasonal adjustment, it's 384,000. After seasonal ad-
justment, 416,000. That's the regular State UI initial claims.

Mr. POLICINSKI. Is that basically in the range of where initial
claims were before the recession started, roughly in that 400,000
area?

Ms. NORWOOD. I only have it back to 1982. We can provide that.
In September 1981, the level was 413,000.

Mr. POLICINSKI. I sincerely thank the Chair.
Representative HAMILTON. Senator Proxmire.
Senator PROXMIRE. Ms. Norwood, yes, I just have one more ques-

tion. I apologize to Congressman Hamilton for taking so much
time. But you pointed out the large absolute decline in unemploy-
ment and increase in employment over the past several months
compared to the recovery period after previous recessions. But
what about the relative or percentage changes in these statistics?
After all, you're starting from a base of over 11 million people out
of work. So the percentage decline now, of course, would seem to be
bigger.

Ms. NORWOOD. I was giving you percentage figures for that very
reason. Since December, for example, the level of unemployment
has declined by 7.4 percent. And that is a larger decline than we
have had since--

Senator PROXMIRE. 1949 you said before, I think.
Ms. NORWOOD. 1958.
Senator PROXMIRE. 1958?
Ms. NORWOOD. 1958, in percentage terms.
Senator PROXMIRE. That isn't affected in any way-well, it is

affected, to some extent, isn't it, by the fact that this is the worst
recession we've had since the 1930's, worse than any of those
previous.

Ms. NORWOOD. Yes. As you well know--
Senator PROXMIRE. So while this recovery looks pretty good, it's

not a world beater. It doesn't beat what we did in the 1950's when
we had a lesser recession to recover from.

Ms. NORWOOD. Sure. Frequently, the more serious the recession,
the more vigorous the recovery. There's more to recover from.

Senator PROXMIRE. Right. Thank you.
Representative HAMILTON. Thank you very much, Ms. Norwood

and Mr. Plewes.
Ms. NORWOOD. Thank you, sir.
Representative HAMILTON. The committee stands adjourned.
[Whereupon, at 10:40 a.m., the committee adjourned, subject to

the call of the Chair.]
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106, Dirksen Senate Office Building, Hon. Roger W. Jepsen (chair-
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Present: Senators Jepsen and Proxmire; and Representative
Hawkins.

Also present: Bruce R. Bartlett, executive director, and Mary E.Eccles, Christopher J. Frenze, Paul B. Manchester, and Robert E.
Weintraub, professional staff members.

OPENING STATEMENT OF SENATOR JEPSEN, CHAIRMAN
Senator JEPSEN. It gives me great pleasure to greet the distin-

guished witness before us today, Bureau of Labor Statistics Com-
missioner Janet Norwood. It's a very happy occasion with some
very dramatic things to talk about.

Today, we will hear more good news on the strength of the eco-
nomic recovery. For the first time in almost 1 year, the unemploy-
ment rate has fallen below the double-digit level. The 9.5-percent
unemployment rate for July shows great improvement in the job
markets. More jobs are being created and more Americans have re-turned to work. Although the level of unemployment is still too
high, the downward trend is very encouraging.

The latest good economic news was not completely unexpected.
Unemployment insurance initial claims have declined steadily in
recent months and tend to parallel changes in the unemployment
rate. The latest release for the week ending July 23 shows initial
claims of around 390,000, down about 100,000 from the beginning of
May. That means fewer workers are being laid off.

The increase in employment also shows that many workers are
being called back and new jobs are being created at a very rapid
rate. Civilian employment jumped 500,000 in July to a total of
101.3 million. Civilian employment has leapt 2.2 million since De-cember, using seasonally adjusted figures. The raw data show that
there are actually 6 million more Americans on the job now than
in January. The 9.5-percent rate shows that the President's eco-
nomic recovery program is working. They call it a sustainable re-covery. It is broad. It is deep. The job of putting America back to
work is not yet complete, but we are on the right track.

The 500,000 increase in nonagricultural employment is the big-
gest monthly gain so far in 1983. It's also the fourth substantial in-
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crease in employment in a row. This total is now at its highest
level since February 1982 and these numbers show that America is,
indeed, going back to work.

We have licked the recession. We have licked the inflation. And
now it's unemployment's turn. We have unemployment on the run.

I'm very pleased and delighted, Ms. Norwood, and looking for-
ward to your remarks.

Senator Proxmire-good news.

OPENING STATEMENT OF SENATOR PROXMIRE

Senator PROXMIRE. Thank you, Mr. Chairman. Well, it's great
news. It's marvelous news. It's the best news we've had in a long,
long time. Look at that chart. There were periods when unemploy-
ment was stable and we all celebrated that. I can't remember a
month in a long, long time when it's been this good, and it's
across the board. Everybody's benefiting-women, men, blacks, His-
panics. There's no group that didn't benefit, except teenagers, per-
haps. With that single exception, it's been superlative news and, of
course, we're all very, very encouraged.

I think we have to be cautious about this. I notice, for instance,
that one of the country's outstanding economists, Mr. Greenspan,
pointed out just a couple of days ago that we're likely to have the
recovery stall next year. His analysis has been based, to a very con-
siderable extent, on inventories and that this has been to some
extent-not entirely, of course, but to some extent-catching up on
the inventory situation.

Of course, we can expect that we will have good months like this,
but this is exceptional. There's no way that we can view this as
anything but very, very good news. And it's extraordinary because
other countries don't seem to be recovering as much as we have
and our balance of trade has been deteriorating very seriously-
probably the worst balance of trade we've had.

I do think that we have to be cautious, though. The 1-month fig-
ures are never as good as the quarterly figures or the annual fig-
ures and I think we're going to have to be careful in assessing this.

I'm looking forward to hearing Ms. Norwood and I'm delighted to
see the numbers.

Senator JEPSEN. Ms. Norwood, welcome, and you may proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS

Ms. NORWOOD. Thank you very much, Mr. Chairman, Senator
Proxmire. Let me introduce Kenneth Dalton, our price expert, and
Tom Plewes, our employment and unemployment expert.

Obviously, we're very pleased to be here this morning. The im-
provement in the labor market was especially strong in July. Em-
ployment growth continued to be substantial and the unemploy-
ment rate declined half a percentage point to the lowest level in
more than a year.
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The total number of unemployed persons declined by more than
half a million in July to 10.6 million. The civilian unemployment
rate was 9.5 percent, down from 10.0 percent in June and 10.8 per-
cent in December. The rate which includes the resident Armed
Forces was 9.3 percent, down from 9.8 in June and 10.7 in Decem-
ber.

The unemployment rate for black workers dropped 1.1 percent-
age points over the month to 19.5 percent, the first sign of a reduc-
tion in joblessness for this group in many months. In addition, the
proportion of the black population with jobs reached 50 percent for
the first time in nearly a year and a half. The unemployment rate
also fell in July among whites to 8.2 percent. Thus, the gap in the
employment situation between black and white workers remains
large. The proportion of the adult black male population with jobs
was 62 percent in July, compared with 73 percent for adult white
men. In addition, the considerable divergence between the employ-
ment-population ratios for black and white teenagers-19 versus 46
percent-continued.

July data also provide evidence of economic improvement for
other groups in the labor force. Married men, married women,
women maintaining families, full- and part-time workers, and per-
sons of Hispanic origin all shared in the general reduction in un-
employment in July.

The number of persons unemployed for 6 months or longer fell
by 365,000 in July, the first significant drop since the series began
increasing 2 years ago. These workers accounted for 24 percent of
the jobless in July, down from 26 percent in June. As shown by the
median duration figure, half of the unemployed in July had been
jobless for less than 10 weeks.

The civilian labor force was unchanged in July, seasonally ad-
justed, after registering an unusually large increase in June. Over
the past 12 months, the labor force has grown by 1 1/2 million. As
has been the case for several years now, labor force growth was
limited to adult workers. Increases for both adult men and women
were just about in line with population growth, as their participa-
tion rates were virtually the same as a year earlier.

Both the survey of households and the survey of business estab-
lishments recorded an increase in employment of half a million in
July. The household survey showed that the gains were shared by
adult men and women. The business survey showed widespread job
gains with particular strength in services, construction, and dura-
ble goods manufacturing. Accompanying substantial increases in
the number of jobs in the manufacture of transportation equip-
ment, machinery, and electrical equipment were unemployment de-
clines for persons who last worked in these industries. For exam-
ple, the jobless rate for autoworkers was 9.1 percent in July, down
from 24.9 percent in November. Employment increases and unem-
ployment declines were also evident in the nondurable apparel and
rubber and plastics industries. A 140,000 gain in services jobs fol-
lows on the heels of several months of other large increases.

The manufacturing workweek continued to edge up, reaching
40.3 hours in July. Since its low last September, this leading indica-
tor has risen an hour and a half. The comprehensive index of ag-
gregate weekly hours, which reflects changes in both employment

30-462 0-84-4
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and hours for all private production or nonsupervisory workers,
rose 0.6 percent in July and was up 3.7 percent since November.

The current recovery has been very strong in comparison to pre-
vious ones. Overall employment growth 8 months after the trough
has been sharper, both on a numerical and on a percentage basis,
than in any of the prior six recoveries. The reduction in unemploy-
ment has been larger by a wide margin than in the same time
period of the four most recent recoveries.

In summary, the statistics released today show that the labor
market has improved substantially. In July, employment increased
markedly, and unemployment registered its largest reduction since
the recovery began.

Mr. Chairman, we would be glad to try to answer any questions
you may have.

[The table attached to Ms. Norwood's statement, together with
the Employment Situation press release referred to, follows:]

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-11 ARIMA method X-il
Unad- ~~~~~~~~~~~~mthod Ranne

Month and year justed Otc2 (ficial rent Stable Total al 2- monft a 2
rate proce- Cocr tbe Ttl Rsis ot ehd,8

dore rent al extrapo- betore
lation 1980)

(1) (2) (3) (4) (5) (6) (7) (8) (9)

1982:
July ....................... 9.8 9.8 9.8 9.8 9.7 9.7 9.8 9.7 0.1
August.......................................................... 9.6 9.9 9.9 9.8 9.9 9.8 9.9 9.8 .1
September..................................................... 9.7 10.2 10.2 10.1 10.2 10.0 10.2 10.2 .2
October......................................................... 9.9 10.5 10.5 10.6 10.5 10.3 10.5 10.5 .3
November ....................... 10.4 10.7 10.7 10.9 10.7 10.6 10.7 10.8 .3
December...................................................... 10.5 10.8 10.8 11.1 10.9 10.8 10.8 11.1 .3

1983:
January......................................................... 11.4 10.4 10.4 10.2 10.4 10.7 10.4 10.3 .5
February........................................................ 11.3 10.4 10.4 10.1 10.4 10.8 10.4 10.3 .7
March........................................................... 10.8 10.3 10.4 10.2 10.3 10.5 10.3 10.3 .3
April.. . . . . . ....................................................... 10.0 10.2 10.3 10.3 10.4 10.1 10.2 10.2 .3
May ....................... 9.8 10.1 10.3 10.6 10.2 10.0 10.1 10.2 .6
June ....................... 10.2 10.0 10.1 9.9 9.8 10.0 10.0 9.9 .3
July ....................... 9.4 9.5 9.5 9.4 9.3 9.3 9.4 9.3 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, August 1983.

EXPLANATION OF COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1967 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed sum-
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ming the 4 seasonally adjusted unemployment components and calculating that
total as a percent of the civilian labor force total derived by summing all 12 season-
ally adjusted components. All the seasonally adjusted series are revised at the end
of each year. Extrapolated factors for January-June are computed at the beginning
of each year; extrapolated factors for July-December are computed in the middle of
the year after the June data become available. Each set of 6-month factors are pub-
lished in advance, in the January and July issues, respectively, of Employment and
Earnings.

(3) Concurrent (X-11 ARIMA method).-The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1980 would be based, during 1980, on
the adjustment of data from the period January 1967 through January 1980.

(4) Stable (X-11 ARIMA method).-Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure,
in which total unemployment and civilian labor force levels are extended with
ARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted total
unemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of each year.

(6) Residual (X-11 ARIMA method).-This is another alternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-
tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seasonally adjusted unemployment level is derived by subtracting
seasonally adjusted employment from seasonally adjusted labor force. The rate is
then computed by taking the derived unemployment level as a percent of the labor
force level. Factors are extrapolated in 6-month intervals and the series revised at
the end of each year.

(7) 12-month extrapolation (X-11 ARIMA method).-This approach is the same as
the official procedure except that the factors are extrapolated in 12-month intervals.
The factors for January-December of the current year are computed at the begin-
ning of the year based on data through the preceding year. The values for January
through June of the current year are the same as the official values since they re-
flect the same factors.

(8) X-11 method (official method before 1980).-The method for computation of the
official procedure is used except that the series are not extended with ARIMA
models and the factors are projected in 12-month intervals. The standard X-11 pro-
gram is used to perform the seasonal adjustment.

Methods of adjustment.-The X-11 ARIMA method was developed at Statistics
Canada by the Seasonal Adjustment and Times Series Staff under the direction of
Estela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12-564E, Feb-
ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method II
Seasonal Adjustment Program, by Julius Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967.
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THE EMPLOYMENT SITUATION: JULY 1983

Unemploye nt declin d sharply in July and employment surged upard, the Buresu of Labor
Statistics of th U.S Department of Labor announced today. The overall unemployment rate, 9.3
percent, and the rate for civilian workers, 9.5 prc nt, each fell by half a percentage point
over the month and ere nearly one-snd-a-half points below last December's highs.

Total eploym nt-as e asured by the monthly survey of heuseholds-rose by 500,000 in July,
following an even larger increase in Jun. The nuber of employees on nonagricultural
peyrolls--as easured by the monthly survey of establisheents--also rose by about half a million
over the month. Increases in payroll employment have totaled 1.7 million since last December.

Unemployment

noth the nmber of unemployed persons, 10.6 million, and the civilian worker unemploye nt
rate, 9.5 percent, dropped substantially in July. Since last December's high, the Jobless total
has declined by 1.4 million and the unemployment rate has dropped by 1.3 percentage points.
The member of job losers (persons on layoff and those permanently seperated from their jobs)
fell by 320,000 in July and has declined by 1.1 million since December. (See tables A-2 and
A-8.)

The July decreas in unemployment occurred largely among adult women, hose Jobless rate
declined 07 perce ntage point to 7.9 percent. The rate for adult men, which had decreased
narkedly in Jn.e edged dowo furthe r in July to 8.8 percent. There was little change, howver,
in the unemployment rate for teng rs, whose rat has hovered around 23 percent for more than a
year. Whites, blacks, and Hispanics ail ha red in th overall decline in unemployment. The
rate for black workers dropped from 20.6 to 19.5 percent. (See tables A-2 and A-3.)

At 10.5 percent, the jobless rats for workers in manufacturing fell by a full percentage
point ov r the month and has declined by 4.3 points since last December. During the past 7
monthe, jobless rates have decreased for a11 major industry groups, though most of the
improvement has occurred among workers in the goods-pro. cing industries. (See table A-6.)

The nnmber of persons unemployed for more than 6 monchs decreased by 365,000 in July; this
Was the first real decline in this very long-term jobless category in 2 years. The median
duration of unemployment declined nearly 2 weeks to 9.9 weeks In July, hile the mean duration
was about unchanged at 21.7 weeks. (See table A-7.)

Civilian Reployment and the Labor Force

Civilian employment cnntinued to Increase substantially, rising by 500,000 in July to 101.3
million (s asonally adjusted). Adult women accounted for 375,000 of the over-the-month increase
and adult men nearly 300,000, as teenage employment fell off somewhat following a very large
gain in June. Total civilian employment has risen by 2.1 million since last December.

At 111 9 million, the civilian labor force as unchanged from June, seasonally adjusted,
after a huge advance--1.2 million-in the prior month. Since last July, the labor force has
grown by 1.5 million. (See table A-2,)

Indnatry Payroll Deployment

Nonagricultural peyroll employment rose by nearly half a million in July, the largest
monthly gain in 1983 and the fourth consecutive strong increase. At 90.3 million, the July job
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total was 4- highest since February 1982. Since Dec-nber, payroll Jobs have increased by 1.7
million. (See table 8-1.)

July employment gains sore widespre-d, with i-crenses occurring in 70 percent of the 186
industries which make up the 8LS inde. of diffusion. (See table 8-6.) Manufacturing posted
sharp job growth for the fourth straight month, with durable goods industries accountiog for the
bulk of the over-the-month increase of 160,000. Trasoportation equipoent, machinery, sod
electric end electronic equipoent were the biggest gainers in durable goods, with lumber and
wood products, furniture and fixtures, and primary and fabricated metals also shoving strength.
Among the nondurabLe goods industries, the moat notable increases occurred in apparel and rubber
and plastic products.

Eleewhere in the goods-producing sector, employment rose in ining for the second month in a
rov, primarily due to job gains in oil and gas estraction. Strong performance continued in
construction, where the July increase was 40,000 and job grovth since March has totaled 230,000.

Table A. Major indicators of labor market activity, seaaonally adjusted

Quarterly averages Monthly date

Gotegory June -
1982 1983 1983 July

____ ___ ____ ___ ____ ___ ____ ___ _ I I I I A May I June I July eban s
ROUSEHOLD DATA

Tsnd f -arso

Labor force 1/.........................
Total employment 1/.................

Civilian labor form....................
Civilian employment................
Unemployment......................

Not In labor force.....................
Discouraged workers.................

Unemployment rates-
All workers 1/......................
All civilian workers.

Adult mn..
Adult wmen..
Teenagers.

White ...............
Blck..
Hispanic origin.

ENTABLISmHKNT DATA

Nonfarm payroll employment .............
Goods-producing industries..........
Service-producing industries.

Average weekly hours:
Total private nonfarm...............
Manufacturing.....
Mansufacturing overtiae.

e1/ Icludes the resident Armed Forces.
p-preli.,-,ry.

111,754 112,193 111.025 112,4181113,600 113,539
101 386 100 755 101,603 101.2261102,454 102,949
110,088 110.528 111 156 110 749 111.932 111,875
99,720 99,090 99,933 99,557 100,786 101,285
10,369 11,439 11,222 11,192 11,146 10,590
61 932 62,977 62, 801 63 204 62N193 62.431

1,487 1,764 1,709 N.A. N.A. N.A.

-61
495
-57
499

-556
238

N. A.

Percent of labor force

10.2 9.9 10.0 9.8 9.3 -0.5
10.3 10.1 10.1 10.0 9.5 -0.5
9.7 9.4 9.6 9.0 8.8 -0.2
8.9 8.5 8.5 8.6 7.9 -0.7

22.8 23.3 23.0 23.6 22.8 -0.8
9.1 8.8 8.9 8.6 8.2 -0.4

20.1 20.7 20.6 20.6 19.5 -1.1
15.9 14.1 13.8 14.0 12.3 -1.7

Thouaaods of jobs
589,448P 89, 421 89 ,832p 90,319p 487p

23,088 
2 3

,
3 4 7

p 23.347 
2
3 53

4
p 23,749p 215P

65.727 
6 6

,1Olp 66,074 
6 6

,
29 8

p 66,570p 272p

Hours of work

34.81 35.Opj 35.11 35.1p
1

35.lpI Op
39.5 

4
0.lp 40.01 40.2p 40.3p O.lp

2.1 2.8pI 2.71 
2
.

9
p 3.Ipp 0.

2
p

N.A.-not available.

.. .. . . .. . . . . .. .. . . .. . . .... OeCI||s A A A I
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The service-producing sector registered an over-the-month increase of 270,000 jobs, with
gains occurring almost entirely in services (140,000) and State and local government (120,000).
Service industry employment has grown by more than 500,000 in the last 5 months.

Hours of Work

At 35.1 hours in July, the average workweek of production or nonsupervisory workers on
private nonfarn payrolls was unchanged from May and June levels. Manufacturing hours edged up
0.1 hour to 40.3, an hour and a half above its September 1982 cyclical low. Factory overtime
rose 0.2 hour and at 3.1 hours was at its highest level since December 1980. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private

nonagricultural payrolls-a comprehensive measure which reflects changes in employment as well
as hours-rose by 0.6 percent in July to 106.3 (1977-100). The manufacturing index was 90.4, up
1.7 percent in July and almost 9 percent since December's low. (See table B-5.)

Hourly and Weekly Earnings

Average hourly and weekly earnings both rose by one quarter of one percent in July,
seasonally adjusted. Before adjustment for seasonality, average hourly earnings, at 97.99, were
up 2 cents over the month and 31 cents over the year. Weekly earnings, at 5282.85, increased
$1.51 from June and $12.51 from July 1982. (See table B-3.)

The Hourly Earnings Index

The Hourly Earnings Index (HEI) was 155.2 (1977-100) in July, seasonally adjusted, 0.2
percent higher than in June. For the 12 months ended in July, the increase (before seasonal
adjustment) was 4.3 percent. The HEI excludes the effects of two types of changes unrelated to
underlying wage rate novements--fluctuations in overtime in manufacturing and interindustry
employment shifts. In dollars of constant purchasing power, the HgI increased 2.1 percent
during the 12-onth period ended in June. (See table B-4.)
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Explanatory Note

This news release present statistics from two major surveys,
the Current Population Survey (housebold survey) and the
Current Employment Statistics Survey (establishment survey).
The household survey provides the information on the labor
force, total employment, and unemployment that appears in
the A tables, marked HOUSEHOLD DATA. It is a sample
survey of about 60,000 households that is conducted by the
Bureau of the Census with most of the ftudings analyzed and
published by the Bureau of Labor Statistics (BLs).

The establishment survey provides the information on the
employment, hours, and earnings of workers on conag-
ricultual payrolls that appears in the B tabhs. marked
ESTABLISHMENT DATA. This information is collected
from payroll records by LS5 in cooperation with State agencies.
The sample includes approximately 189,000 estab-
lishments employing about 36 million people.

For both surveys, the data for a given month are actually
collected for and relate to a particular week. In the household
survey, unless otherwise indicated, it is the calendar week that
contains the 12th day of the month, which is called the survey
week, In the establishment survey,. the reference week is the
pay period including the 12th, which may or may not corres-
pond directly to the calendar week.

The data in this release ae affected by a number of technical
factors, including definitions, survey differences, seasonal a'-
justmenus, and the inevitable variance in results between a
survey of a sample and a census of the entire population. Each
of these factors is explained below.

Coverage, deflndltons and differences between surveys
The sample households in the household survey are selected

so as to reflect the entire cvilian noninstitutional population
16 years of age and older. Each person in a household is
classified as employed, anemployed. or not in the labor force.
Those who hold more than one job are classified according to
the job at which they worked the most hours.

People am clasfsifed as employed if they did any work at all
as paid civilians; worked in their own business or profession or
on their own farm; or worked 15 hours or more in an enter-
prise operated by a member of their family, whether they were
paid or not. People are also counted as employed if they were
on unpaid leave because of illness, bad weather, disputes be-
tween labor and management, or personal reasons. Member-
of the Armed Forces stationed as the United States are also in-
cluded in the employed total.

People are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they met all of the following criteria: They had
no employment during the survey week; they were available
for work at that time; and they made specific efforts to find
employment sometime during the prior 4 weeks. Also included
among the unemployed are persons not looking for work
because they were haid off and waiting to be recalled and thoe
expecting to report to a job within 30 days.

The laborfore equals the sm of the number employed and
the number unemployed. The onemployment crte is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Forces). Table A-5 presents a special

grouping of seven measures of tMjplpyment based on vary-
ing definuons of unemployment and the labor force. The
definitions are provided in the table. The most restrictive
definition yields U-1, and the most comprehensive yields U-7.
The overall unemployment rate is U-a, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household survey, the emtablishnent survey only
counts wage and salary employees whose names appear on the
payroll records of nonagrictltusarl firms. As a restlt, there are
many differences between the two surveys, among which are
the following:

-The household sunvey, although based on a smaller sam-
ple. reflects a larger segment of the population: the emtablish-
meat survey exCludes agriculture, the sef-employed, unpaid
family workers, private household workes, and members of
the resident Armed Forces;

-The household survey includes people on unpaid leave
among the employed; the esablishsment survey does not;

-The household survey is limited to thoe 16 years of age
and older; the establishment survey is not limited by age;

-The household survey has no dupbeation of individuals,
because each individual is counted only once; in the establish-
ment survey, employees working at more than one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

Other differences between the two surveys are described in
"Comparing Employment Estimates from Household and
Payroll Surveys," which may be obtained from the aLs upon
requet.

Semonal adjustment
Over a course of a year, the size of the Nation's labor force

and the levels of employment and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or expanded production, larvests, major
holidays, and the opening and closing of schools. For exam-
pie, the labor force increases by a large number each June,
when schools close and many young people enter the job
market. The effect of such seasonal variation con be very
large; over the course of a year, for example, seasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.

Because these seasonal events follow a more or less regular
pattern each year, their influence on statistical trends can be
eliminated by adjusting the statistics from month to month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
school's-out example, the large number of people entering the
labor force each June is likely to obscure any other changes
that have taken place since May, making it difficult to deter-
mine if the level of economic activity has risen or declined.
However, because the effect of students finishing school in
previous years is known, the statistics for the current year cam
be adjusted to allow for a comparable change. Insofar as the
seasonal adjustment is made correctly, the adjusted figure pro-
vides a more useful tool with which to analyze changes in
economic activity.

Measures of labor forte, employment, and unemployment
contain components such as age and sex. Statistics for all
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employees, production workers, average weekly hours, and
average hourly earnings include components based on the
employer's industry. All these statistics can be seasonally ad-
justed either by adjusting the total or by adjusting each of the
components and combining them. The second procedure
usually yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted figure
for the Labor force is the sum of eight seasonally adjusted
civilian employment components, plus the resident Armed
Forces total (not adjusted for seasonality), and four seasonally
adjusted unemployment components; the total for unemploy-
ment in the sum of the four unemployment components; and
the overall unemployment rate is derived by dividing the
resulting estimate of total unemployment by the estimate of
the labor force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June period
and again for the July-December period. The January revision
is applied to data that have been published over the previous S
years. For the establishment surey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the next section.

Sampling varabilIty
Statistics based on the household and establishment surveys

are subject to sampling error, that is, the estimate of the

number of people employed and the other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a complete census, even if the same question-
naires and procedures were used. In the household surey, the
amount of the differences can be expressed in terms of stan-
dard errors. The numerical value of a standard error depends
upon the stie of the sample, the results of the surey, and other
factors. However, the numerical value is always such that the
chances are 68 out of 100 that an estimate based on the sample
will differ by no more than the standard error from the results
of a complete census. The chances are 90 out of 100 that an
estimate based on the sample will differ by no more than 1.6
times the standard error from the results of a complete census.
At the 90-perent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly change in
total employment is on the order of plus or minus 335,000; for
total unemployment it is 240,000; and, for the overall
unemployment rate, it is 0.21 percentage point. These figures
do not mean that the sample results are off by these

magnitudes but, rather, that the chances are 90 out of 10 that
the "true" level or rate would not be expected to differ from
the estimates bv more than these amounts.

Sampling errors for monthly surveys are reduced when the
data are cumulated for several months, such as quarterly or
annually. Also, as a general rule, the smaller the estimate, the
larger the sampling error. Therefore., relatively speaking, the
estimate of the size of the labor force is subject to less error
than is the estimate of the number unemployed. And, among
the unemployed, the sampling error for the jobless rate of
adult men, for example, is much smaller than is the error for
the jobless rate of teenagers. Specifically, the error on monthly
change in the jobless rate for men is .29 percentage point; for
teenagers, it is 1.28 percentage points.

In the establishment survey, estimates for the 2 most current
months are based on incomplete returns; for this reason, these
estimates are labeled preliminary in the tables. When ag the
returns in the sample have been received, the estimates are
revised. In other words, data for the month of September are
published in preliminary form in October and November and
in final form in December. To remove errors that build up
over time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes can be
measured. The new benchmarks also incorporate changes in
the classification of industries and allow for the formation of
new establishments.

AdditIonal statistics and other Infonastion
In order to provide a broad ciew of the Nation's employ-

ment situation, BLS regularly publishes a wide variety of data
in this news release. More comprehensive statistics are contain-
ed in Employment and Earnings, published each month by
BLS. It is available for S6.90 per issue or 339.00 per year from
the U.S. Government Printing Office, Washington, D.C.
2020t. A check or money order made out to the Superinten-
dent of Documents must accompany all orders.

Employment and Eurnings also provides approximations of
the standard errors for the household survey data published in
this release. For unemployment and other labor force
categories, the standard errors appear in tables B through J of
its "Explaunatory Notes." Measures of the reliability of the
data drawn from the establishment surey and the actual
amounts of revision due to benchmark adjustments are pro-
vided in tables M, 0, P. and Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A-1. Enmploymene stabts of the population, Including Anied Fores In the United States, by sex
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HOUSEHOLD DATA

Table A4t Employnswut statue of lbs c~vlman population by sex end age

HOUSEHOLD DATA
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Table AA Selected employment Indlcators
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Table A-t Selected unmployment Indcsators, aaonlly adjusted
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Table A-10. Employment statUs of blck and othe, workeMr
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Table A-13. Employment status ot the ctvilan populatIon tar ton large Status
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Tabl .1. Emlopby on nonagrkudfht payrolls by benmtiy
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Table 8-2. Averag w ly hout of production or noaups"Wo, workns' on prdftgt nongrkluot payrtl by bT utry
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Table B.O Aerage boshlty and weekly earnings of production or noneuper8lory wor*Oes on prlvate nonoegtlultil

payrolls by Industry
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Table 54. Indexes of aggregate weekly hours of ploductionOr anosuposorm workers5 on prilats nor29griCultua

payrolls by Industry
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Senator JEPSEN. Thank you, Ms. Norwood. In your statement,
you note that the jobless rate for autoworkers has declined from
24.9 percent last November to 9.1 percent in July. Is this the most
improved segment of the labor market, the autoworkers? As a seg-
ment of the labor market, is that the most improved?

Ms. NORWOOD. In terms of industries, I believe that is the case.
There was a very sharp decline in the auto industry, in fact, during
the recession. The auto industry in terms of employment, is almost
back to the July 1981 level. It is, of course, still below its peak em-
ployment level in 1979.

Senator JEPSEN. Madam Commissioner, some commentators say
that the current recession is weak by historical standards. From
your statement, I take it you believe the current recovery is, if any-
thing, stronger than most in terms of employment. Would you
please expand on your comparison?

Ms. NORWOOD. In terms of employment and the labor market in
general, it is a strong recovery. If we look at employment from the
household survey, which, as you know, does have considerable vari-
ability from 1 month to the next, it is considerably higher in per-
centage terms. This the way we need to look at it. Unemploy-
ment has declined by 11 percent in the 8 months since the trough
of the recession, and one would have to go back to 1958 to have a
percentage decline in unemployment that was larger.

The employment-population ratios, which is another way of look-
ing at it, the percentage of the population that is employed is up in
the 8 months since November 0.8 of a percentage point and that is
larger than any recovery since 1950.

Senator JEPSEN. 1950.
Ms. NORWOOD. Yes.
Senator JEPSEN. We have a number of 101.3 million employed; is

that correct, as of this report?
Ms. NORWOOD. Total employment in the household survey is

101.3 million, seasonally adjusted.
Senator JEPSEN. And what has been the maximum number of

people on any reportable basis that have been employed in this
country at any one time?

Ms. NORWOOD. This is larger than in any previous period.
Senator JEPSEN. Is this the largest total number of people em-

ployed in the United States of America in its history?
Ms. NORWOOD. I think that is so. Mr. Plewes is checking that, but

I believe that is so. Of course, the population keeps increasing.
Your statement is correct.
Senator JEPSEN. My statement is correct?
Ms. NORWOOD. Yes, your statement is correct; 101.3 million.
Senator JEPSEN. Is the largest number of civilian employment in

the history of the United States at any one time-that is a correct
statement?

Ms. NORWOOD. For civilian workers, yes.
Senator JEPSEN. OK. It's becoming obvious, I think, to all who

look at the figures that this recovery is much stronger than antici-
pated. We recently had a report in a hearing that I chaired that in
the second quarter we had an 8.7 percent gross national product
growth. The growth rate for the economy for the year as it's moving
along now I think would be conservatively projected to be over 5



65

percent. And I notice that in response to this, many forecasters have
significantly lowered their unemployment estimates for the year.

What is the relationship again between gross national product
and employment, and what would be the effect on employment if
real gross national product grew 1 percent faster as many are now
suggesting it will.

Ms. NORWOOD. Mr. Chairman, as you well know, the exact rela-
tionships between GNP growth and employment are rather diffi-
cult to quantify. Clearly, the latest GNP figures show very rapid
growth. And when production increases, we would expect employ-
ment to continue upward, which would mean a decline in unem-
ployment, assuming that labor force participation remains as it is.

Senator JEPSEN. I thank you and I am pleased to yield to my dis-
tinguished colleague from Wisconsin, Senator Proxmire.

Senator PROXMIRE. Thank you, Mr. Chairman. About 1 week or
so ago, Chairman Paul Volcker of the Federal Reserve Board said
that the staff of the Federal Reserve said that this recovery-I'm
not talking about employment-but this recovery in general had
been about average of the recoveries that we'd had over the past 20
years or so, according to their statistics. Now that was before, of
course, we had the figures we have this morning, which are most
encouraging and might conceivably change that.

Nevertheless, this is good news. Madam Commissioner, a Har-
vard professor told me last week that, frankly, he couldn't under-
stand why we hadn't had an explosive recovery already, in view of
the collosal deficit. Here we're running deficits at an annual rate
of $200 billion-never anything like this, three times as big as any
deficit we've ever had in the history of the country prior to last
year, prior to 1982-and it seems a kind of a very simple economic
principle that if the Federal Government is going to run a deficit,
that tends to be expansionary and when it runs a huge deficit, a
massive deficit of this kind, that we really ought to have a tremen-
dous amount of increased economic activity.

Could you, as an economist, attribute much of this recovery to
the fact that we're running deficits at this huge annual rate?
Wouldn't that have an effect on increasing employment?

Ms. NORWOOD. Well, I think that all that I can say is that, clear-
ly, we have an expansion. Now what is causing the expansion,
there are a lot of elements to it. There has been, in terms of em-
ployment, some effect from some of the actions of the Congress, I'm
sure, inpassing summer youth employment programs, in some of
the State and local government initiatives, perhaps in some of the
infrastructure of the tax change. Some of that is beginning to show
up here, I think.

The exact effect of deficits, I think, is always very difficult to
predict.

Senator PROXMIRE. The exact effect of deficits is what?
Ms. NORWOOD. Is very difficult to ascertain.
Senator PROXMIRE. Except that, isn't it clear that a deficit does

tend to have an expansionary effect on the economy?
Ms. NORWOOD. Yes.
Senator PROXMIRE. And a surplus tends to have a somewhat con-

tractual effect. And when it's a very big deficit, and this is an enor-
mously big deficit, it would tend to have a much more expansion-
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ary effect than we've had before from Federal policy, combined
with the fact that we have had a conspicuous easing in monetary
policy by the Federal Reserve. It hasn't been, certainly, contradict-
ing in the last few months, at least, since August or so of last year;
it hasn't been contradicting the fiscal expansionary effects. We've
had both fiscal and monetary policy pushing in this direction and
now we've got about what you would expect, not in 1 month, but
about what you'd expect over the period; is that right?

Ms. NORWOOD. We have a vigorous recovery, I think.
Senator PROXMIRE. What's that?
Ms. NORWOOD. I said, I think you have a very vigorous recovery,

quite clearly.
Senator PROXMIRE. Well, a good recovery, in a sense. But then,

aren't we haunted by what this deficit can do to us in the future?
We're warned constantly about the fact that when we run a deficit
this big, we have to borrow the money. We're borrowing three-
quarters of the savings in the economy-the Federal Government
is-not leaving very much for the other interest-sensitive sectors of
the economy to recovery.

That seems to me that it would suggest oncoming higher interest
rates. We're already moving in that direction. Right?

Also, just today or yesterday, we have the strongest dollar in our
history, meaning that our exports are seriously handicapped, which
will tend to cut down as time goes on, on jobs here. Imports will
come in which will also inhibit the growth of jobs here. And it
would seem to me that this combination would also tend to push in
the direction as long as we have an expanding economy, in the di-
rection of higher prices.

Ms. NORWOOD. Well, all of that, of course, is dependent in part
on congressional action on the budget.

Senator PROXMIRE. Exactly. Exactly. I would agree with that. In
other words, if we were able to cut spending or increase revenues,
or do both, get a combination, reduce the deficit, we've have a
sounder recovery, at least one that would make this Senator feel
more comfortable. Wouldn't you feel more comfortable if we were
doing this with a deficit of about a quarter of what it is?

Ms. NORWOOD. Well, if I may be rather parochial, Senator Prox-
mire, I'd feel much more comfortable if I had a budget for my
agency. [Laughter.]

Senator PROXMIRE. Well, I'd feel better, too. I think you're one of
the few that deserves a budget so we know what we're talking
about, so we have the statistics that we need, because you're the
fount of that.

I'm puzzled by one figure here. Usually, when we have a big in-
crease in employment, we have some increase in the work force.
But this month we had a very sharp increase in employment and a
reduction in the work force. And that was one of the reasons why
unemployment dropped so strikingly and dramatically. If you
didn't have people coming out of retirement or out of discourage-
ment about working into the work force to join the work force, the
result was that you had a sharper drop in unemployment than you
otherwise would have.

Can you explain why we didn't have the usual increase in the
work force at a time of this remarkable recovery?
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Ms. NORWOOD. I think that it was because in the month of June,
we had a 1.2 million increase in the work force, which is an enor-
mous increase. The fact that July showed a relatively stable work
force-except for teenagers, which was counteracted by the change
for adult men-I think, shows that over the period since November
or December, and clearly over the past year, we've had quite a bit
of labor force growth.

Senator PROXMIRE. Is it possible also that it was a matter of
second earners in the household giving up their jobs that didn't
pay very much as the prime earner went back to work and earned
more? Do you think there's some of that?

Ms. NORWOOD. I don't see any of that, Senator Proxmire. There
has been no decline in the labor force participation of adult
women, who are usually classified as secondary earners. In the
household survey, which measures the labor force, there is consid-
erable variability from month to month. We had a rather slow
growth in the labor force in the early months. We had a massive
increase in the month of June. And I would have been very sur-
prised, really, if after a 1.2 million increase in the labor force the
very next month we had an increase.

The data do show that there has been an increase of 200,000 in
adult men coming into the labor force in the month of July.

Senator PROXMIRE. Can you tell us how much, if any, of this re-
covery may be explained by the timing of the gathering of the in-
formation and the frictions that went on?

What I'm talking about is that normally in July, employment-
unemployment are expected to increase as additional summer en-
trants look for work. At the last hearing you told us that because
of a late survey week in June, some of the activity may have been
picked up a month ago. Consequently, when the actual changes do
not match, it was anticipated that the seasonally adjusted figures
can show large fluctuations.

How much of the drop in unemployment between June and July
is explained by that factor?

Ms. NORWOOD. What it is, I believe, would be very small. In gen-
eral, we believe that the lateness of the survey week in the month
of June affected primarily younger workers. There has been a cor-
rection, in a sense, of the labor force growth for teenagers this
month. There was an extraordinary increase, almost 500,000, in the
labor force of teenagers in June. In July, there was a decline of
300,000 in that labor force.

In general, we see that the older workers, 25 and over, seem to
have improved their employment situation in July and, in any
case, between May and July, the data are clearly reliable.

Senator PROXMIRE. So you feel that we might have a more-"re-
liable" may not be the right word-but a better figure if you took
the 2-month change between May and July, which is also encourag-
ing, but wouldn't be quite as sharp a difference.

Ms. NORWOOD. Well, I think particularly for teenagers.
Senator PROXMIRE. Now in July, the jobless rate for blacks was

19.5 percent, which is a terribly heartbreaking, shockingly high
level. But it is down and down sharply from 20.6 a month ago.
Among black teenagers, it dropped from 50.6 percent to 48.1 per-
cent.
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Now as you tell us, the jobless rate for black adults and youth
are still more than twice as high as the corresponding rate for
whites. And only 50 percent of blacks have jobs. What proportion
of blacks who are working hold jobs in the public sector and how
many minority youth are employment by publicly funded summer
jobs programs?

Ms. NORWOOD. We have figures only on the younger workers, 16-
to 24- or the 16- to 19-3Fear-olds, in terms of summer employment.
They show that this July, there are more people employed in Gov-
ernment than last July. And they also show--

Senator PROXMIRE. Substantially more? Is it a big difference, big
enough to account for some of this?

Ms. NORWOOD. No. In July 1982, there were 2,064,000 16- to 24-
year-olds in Government. And in July 1983, there were 2,125,000.
So it's about 50,000 more.

Of teenagers, one of the interesting things--
Senator PROXMIRE. Black teenagers?
Ms. NORWOOD. If you look at the teenagers, 25 percent of the

black and other minorities who are employed in July 1983 were on
Government-supported employment programs. One in four.

Senator PROXMIRE. Now in previous periods of recovery, have the
gaps between black and white jobless rates tended to decline more
than in this one?

You pointed out earlier that there have been very little improve-
ment-there had been an improvement for the overall work force,
a drop in unemployment, but not for blacks until this last month.
I'm wondering if, overall, with the corrections that we get this
month, if the gap between black and white unemployment has im-
proved compared to previously?

Ms. NORWOOD. No. The answer to that, I think, is no. As I point-
ed out before, since 1980, the employment situation for our black
population has been very difficult. The unemployment rates went
up and tended not to go down as recovery set in.

At least for this month, we have had the first significant decline
in the black unemployment rate. But we've had a large decline in
the unemployment rate for the white population. So the gap is still
quite large. And if we also take into account the fact that the birth
rate for the black population declined less than for the white popu-
lation in the last couple of decades, the new entrants to the labor
force for the minority population will grow faster than for whites,
so that a larger proportion of our labor force in the future will
probably be made up of minorities.

I think it still is a serious problem.
Senator PROXMIRE. The chairman has been very tolerant. I have

gone over my time. I hadn't realized I had. But I want to thank the
chairman.

Senator JEPSEN. Thank you. Congressman Hawkins.
Representative HAWKINS. Ms. Norwood, along with the chairman

I think we can note with a great deal of satisfaction the progress
that has been made in the last month and I wish to note that, so
that it would not be said that any questions that I may ask are pes-
simistic in nature.

With respect to the number of individuals who are discouraged
and who work only part time, although they desire to work full
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time, would you give us those figures and what changes weremade?
Ms. NORWOOD. In the second quarter-I'm sure you remember,Congressman Hawkins, that we report discouraged workers only on

a quarterly basis-in the second quarter of 1983, there were still1.7 million people who were classified as discouraged workers.
Representative HAWKINs. Does that indicate a change or is thatbasically the same?
Ms. NORWOOD. There was some decline between the first andsecond quarters.
Representative HAWKINS. Do you know how much decline?
Ms. NORWOOD. Yes, it was small, about 50,000, 60,000.
Representative HAWKINS. And in the number of part time, whatwas the amount in that category?
Ms. NORWOOD. In July, there were, seasonally adjusted, 5,636,000people who were employed part time on nonfarm jobs for economicreasons, and that was roughly 90,000 less than the month before.And about 300,000 less than in May.
Representative HAWKINS. And do you have the figure for thelong-term unemployed, those who have been unemployed 15 weeksor longer?
Ms. NORWOOD. Yes; 15 weeks? Fifteen weeks and longer, thereare 4,417,000. That's about 170,000 less than in June.
Representative HAWKINS. So in terms of the discouraged, thepart time and the long term, there have been statistically veryminor changes, would you say?
Ms. NORWOOD. Well, they are small changes, yes, but they are be-ginning to come down as these groups, particularly the long-term

unemployed, tend to decline only after the recovery really gets un-derway. There is some lag because employers tend to hire back thepeople who were last fired first.
Representative HAWKINs. Well, in speaking of recovery, I don'tknow what definition you're using. We sometimes relate that to thegrowth rate. Certainly, a recession is directly related to the growthrate, a negative growth rate.
Now in terms of recovery, what do we mean by recovery?
Ms. NORWOOD. Well, what I have been using as a definition ofrecovery is the National Bureau of Economic Research definitions,

which basically involve a whole series of data. I agree with youthat one cannot look just at a few unemployment or employment
statistics. In fact, one needs to look more at production and GNP.

Obviously, since I'm discussing with you labor statistics, I focusedmore on the effect here.
Representative HAWKINS. You're relating recovery completely inthis instance to the one variable of unemployment, as indicated bythe survey which was taken last month?
Ms. NORWOOD. No; I have been looking at this. The NationalBureau of Economic Research identified November of last year asthe turning point. And I have been looking at a whole set of eco-nomic data, November, December. Actually, the trough for our em-ployment series was December. And I think that one needs to lookat a longer period of time than a single month. That is, from De-cember, for example, which was the trough of our series, untilJuly. And there, we do find some considerable improvement.
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In the payroll series, for example, there was a 1.7 million in-
crease in payroll employment since December.

Representative HAWKINS. No doubt. No doubt we certainly
should look at those factors. But you seem to be a little revolving
around the definition of recovery. Recovery from what, when 2
years ago we had 7.2 unemployment; today, we are at 9.5.

So from the viewpoint of recovering the lost ground since Janu-
ary 1981, can we really say that we have recovery?

Ms. NORWOOD. Well, I think, obviously--
Representative HAWKINS. We have improvement. I agree with

your terminology with respect to improvement. But with respect to
recovery, are we using this loosely or are we using it in a technical
sense?

Ms. NORWOOD. Well, I have been using, as I indicated, the eco-
nomic definitions, which are generally accepted. Obviously, Con-
gressman Hawkins, anyone who is unemployed still and wants a
job has some problems. And I would not want to suggest that un-
employment is no longer a problem. All that I can do is to look at
the trends, and there has been a very substantial change since
December.

Now you're quite right that since July 1981, there has been a
substantial recession. But we are beginning certainly to show some
considerable recovery from the declines that occurred during that
recession.

Representative HAWKINS. The last recovery, which I assume that
we would refer to as the Carter recovery, the unemployment rate
stood at what figure? Do you recall?

Ms. NORWOOD. 7.2 percent in July 1981. That was the lowest rate
following the 1980 recession.

Representative HAWKINS. In that recovery, unemployment stood
at 7.2. Now do you have the recovery prior to that one?

Ms. NORWOOD. Prior to 1980, that would be the recovery from the
1974-75 recession, when the rate improved from a high of 9 percent
to 5.6 percent.

Representative HAWKINS. Those are recoveries now we're speak-
ing of. So that the amount of unemployment in each of the last
three recoveries, prior to this time, the unemployment rate tended
to be higher than the previous one?

Ms. NORWOOD. Yes. That has been a trend that has been going
for some time.

Representative HAWKINS. So now we're talking about recovery at
9.5, substantially higher. Now if this trend continues, I hate to
think-I'll draw my own conclusion because I don't want to put
you on the spot-I hate to think what the ninth recession will
bring, which may be just around the corner, according to historical
patterns. Since 1945 we've had eight recessions. We've had eight re-
coveries. Now we have the so-called ninth recovery and obviously,
we can anticipate rather pessimistically that we'll have a ninth
recession, if we go by historical trends which we've been discussing
this morning. And if this trend continues, then we would have an
unemployment rate which is excessively, almost unbearably, high.
This is rather an ominous warning, it seems to me, what I read in
these statistics, despite the optimism and the cheering about 9.5
percent unemployment.
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Would you care to comment on it or do you think that's--
Ms. NORWOOD. Well, you're quite right that 9.5 percent is a high

rate of unemployment. You are also quite right that essentially in
the post-World War II period there has been a general trend
upward in the unemployment rate. We start each recession at a
much higher unemployment rate than the recession before it. That
has been a historical pattern.

You're quite right about that.
Representative HAWKINS. Now, also in answer to the chairman's

question about the number of the employed individuals, you indi-
cated, and I assume correctly-I've never known you to be incor-
rect-

Ms. NORWOOD. I try not to be.
Representative HAWKINS [continuing]. That 101.3 million persons

employed, that this is the largest in the history. Isn't it also true
that this is the largest population we've ever had, and that the
trend in employment tends to be a straight line upward over a long
period of time with only minor declines?

Ms. NORWOOD. Well, you will recall that I did make the point
with Chairman Jepsen that the population has, of course,
increased.

Representative HAWKINS. I had an idea that he escaped that par-
ticular reference, however.

Ms. NORWOOD. But those are really two different phenomena. I
think what it says, in a sense, is that as the population increases,
we have to keep running to stand still.

Representative HAWKINS. We have more houses, more schools,
more battleships, an so forth, don't we? So that's a normal trend.
And if at any one time you make the statement-not you- but if
one makes the statement that the largest employment in history,
isn't it natural with an increasing population and with '/2 or 2 mil-
lion people entering the labor market as a result of the population
increase, that normally, we would have many more people em-
ployed. We could also have many more people unemployed.
Wouldn't it be true?

Ms. NORWOOD. Well, as the population increases, that is correct.
Of course, in some other countries, that is not happening. There
have been actual declines as population has increased.

Representative HAWKINS. Well, this instance that we're talking
about here, of course, in some other countries, 9.5 percent unem-
ployment would cause a revolution. And I can think of at least half
a dozen in which that would be true. We seem to weather the
storm and to bear with it, fortunately, and to improve.

Thanks a lot, Ms. Norwood.
Senator JEPSEN. Ms. Norwood, the recovery isn't over yet, would

you say?
Ms. NORWOOD. Well, I would hope not.
Senator JEPSEN. No one knows what the employment and unem-

ployment will be in the next several months, except that we are
moving in the right direction. The trend is strongly positive. Are
those accurate statements?

Ms. NORWOOD. Yes.
Senator JEPSEN. Many people who are unemployed because they

do not have the skills required in the job market are called struc-
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turally unemployed. There have been estimates that only about 3
percent of the present unemployment rate is due to the recession,
and that 4 or 5 percent is due to structural shifts in the economy.

Do you believe that these estimates are generally correct and
would you comment on them, please?

Ms. NORWOOD. I don't know what the various elements causing
all of the unemployment are. I think that's a very difficult issue to
quantify. I think that what we can say very clearly is that of the
10.6 million people who were unemployed, not all of those have
been unemployed because of any single factor. What we have is a
group of people who have various reasons for unemployment. We
have had a decline, particularly since the 1970's, in some of our so-
called smokestack industries and there are some people who have
lost their jobs, the so-called dislocated workers. Some of them have
found new jobs in other industries. Some of them have been re-
hired, as in the auto industry, for example. And some of them are
remaining unemployed and have greater difficulties.

We also have the long-term unemployed, which is still a sizable
group of several million people who have a more difficult time. So
there are a lot of reasons, I think, for the unemployment that we
have and it is extraordinarily difficult to quantify the particular
parts that are caused by one phenomenon or another.

Senator JEPSEN. I thank you, Ms. Norwood. I appreciate the close
attention and the evaluation that my Democratic colleagues make
of my perception of what's presented to me in this committee. So in
the interest of accuracy, I would suggest that the record show that
we have fewer battleships today than we have ever had before.
[Laughter.]

Senator Proxmire.
Senator PROXMIRE. Ms. Norwood, on unemployment insurance

coverage, what proportion of jobless workers are covered by unem-
ployment insurance? In recent months has the proportion been
falling?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Why?
Ms. NORWOOD. I don't know. We do know that there are about

4.1 million who are collecting unemployment insurance, both ex-
tended benefits and other programs. And, as you know, we have
about 10.6 million unemployed. If we look at the UI as a percent-
age of our total employment figure in the current population
survey, it's about 38 percent. That is a relatively low figure. It's a
very low figure.

If we take the total unemployment insurance beneficiaries as a
percentage of the job losers-that is, the people who have actually
lost their job, rather than the entrants, reentrants, or those who
have left their last job, who would tend not to be covered by UI
benefits-that figure is 69.4 percent, which is also a very low
figure. It is usually up in the seventies.

Senator PROXMIRE. How many States are eligible to pay extended
benefits?

Ms. NORWOOD. The number of States on extended benefit triggers
is seven. That's one less than a month ago.

Senator PROXMIRE. You say seven are eligible?
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Ms. NORWOOD. They're on. They're actually on. There may be
some others who are eligible, but not on.

Senator PROXMIRE. And how many States with double-digit un-
employment rates are not eligible?

Ms. NORWOOD. Sixteen.
Senator PROXMIRE. Fifteen?
Ms. NORWOOD. Sixteen.
Senator PROXMIRE. Sixteen. Why have so many States triggered

off the program?
Ms. NORWOOD. I don't know.
Senator PROXMIRE. Is there any justification that you can think

of for our not providing extended unemployment benefits to people
who are-it's kind of a philosophical question, a policy judgment
question, perhaps-but I'd like to know if you can tell us what are
the arguments for a situation in which people who are unemployed
for a long time lose their unemployment benefits and lose them by
the hundreds of thousands or by the millions in this country?

What's the justification for that?
Ms. NORWOOD. There are really several technical issues here.

One is that the law provides for calculation of an insured unem-
ployment rate in a particular way. And that sometimes results in a
figure which triggers off. The other, of course, is that States do
have the option to pay extended benefits under certain conditions.

Senator PROXMIRE. Provided they pay them with Federal money?
Ms. NORWOOD. I believe so.
Mr. PLEwEs. There are two conditions for a State to trigger on,

neither of which is related to the fact that they are in double-digit
unemployment as we measure them. A State triggers on for ex-
tended benefits when a State insured unemployment rate is at
least 5 percent and the insured unemployment rate is 20 percent
higher than the average of the same 13-week period in the 2 previ-
ous years.

That's the technical threshold.
Senator PROXMIRE. Can you tell us how many Americans are out

of work and have run out of their extended unemployment benefits
and are getting no unemployment benefits now? Why can't we get
that information? It seems to me that that is very important factu-
al data to have on which we could formulate thoughtful and com-
passionate and reasonable economic policy.

Maybe we shouldn't do it, but at least we ought to know what
we're doing. We ought to know if there are 2 or 3 million people
who have been out of work and don't get unemployment benefits.
Those figures ought to be available to us.

Ms. NORWOOD. It would be very useful to have data of those
kinds.

Senator PROXMIRE. How costly would it be to amass that data?
Ms. NORWOOD. I don't know. The Bureau of Labor Statistics does

not have responsibility for the unemployment insurance data.
Senator PROXMIRE. Who has the responsibility?
Ms. NORWOOD. The individual States and the Employment and

Training Administration within the Department of Labor.
Senator PROXMIRE. Have we ever been able to put together this

kind of information in past deep recessions? Wasn t there a call for
it?
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Ms. NORWOOD. It's very difficult because the data are really part
of an administrative data base. Each State has a number of local
offices and those local offices, quite correctly, are very busy trying
to process the UI claims and to be certain that those who qualify
receive the benefits that they are entitled to.

It is not handled as a statistical program. It's an administrative
data base. And there are statistical problems with it.

Senator PROXMIRE. You report that about 2.6 million people, or
about 24 percent of the unemployed, have been jobless for more
than 6 months, more than 26 weeks. Can you tell us how many
have been unemployed for more than a year?

Ms. NORWOOD. We could provide that for the record, I believe.
We don't have it here.

Senator PROXMIRE. You can provide it for the record?
Ms. NORWOOD. Yes.
Senator PROXMIRE. Well, then, also, could you provide for the

record or would it be possible to get monthly estimates on a season-
ally adjusted basis the number of people unemployed for 52 weeks
or more and the number unemployed for 27 to 51 weeks?

Ms. NORWOOD. We can try to do that, yes.
[The information referred to follows:]
In July, there were 1,139,000 persons unemployed 27 to 51 weeks and 1,496,000

unemployed 52 weeks or more, not seasonally adjusted. Based on recent testing,
these series do not meet BLS criteria for seasonal adjustment, and thus seasonally
adjusted data cannot be provided.

Senator PROXMIRE. Let me ask you, the drop, you say, in black
unemployment seemed to be sharp. But my staff tells me that they
question whether that, particularly black unemployment relating
to teenagers, even though it's sharp, is statistically significant be-
cause they say that your sample is so small, that you can't really
tell us whether it means it's true or not true.

Ms. NORWOOD. I said it was substantial, not sharp. It is statisti-
cally significant. The overall black--

Senator PROXMIRE. Black unemployment decline.
Ms. NORWOOD. The decline of 1.1 percent in overall black unem-

ployment, the overall black unemployment rate decline is statisti-
cally significant.

Senator PROXMIRE. How about the 2.6-percent decline or some-
thing like that in the teenage black unemployment?

Ms. NORWOOD. That is not significant, statistically, and that's
why I didn't discuss it.

Senator PROXMIRE. Now, when you say it's not statistically sig-
nificant, does that mean that we can't tell whether there actually
was a decline or not?

Ms. NORWOOD. That's right, for the teenagers.
Senator PROXMIRE. How much of a decline would you have to

have before you could be sure?
Ms. NORWOOD. About five points.
Senator PROXMIRE. Five points?
Ms. NORWOOD. For the teenagers, the 16- to 19-year old black

youth, yes.
Senator PROXMIRE. How many would be involved in your sample

of black teenagers?
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Ms. NORWOOD. Well, the total population that is affected, the
labor force, for example, for black teenagers is only about 800,000.
And that, of course, is a very small part of the labor force and
that's why one needs to look at it over a much longer period of
time than a single month.

However, the 1.1-percent drop is a statistically significant decline
in the overall black unemployment rate.

Senator PROXMIRE. In the future, could you tell us which of your
statistics are significant statistically and which are not? You do
that occasionally, but you don't do that as a matter of-in each
case. If you did, I think that that would be helpful to us.

Do you understand what I'm asking?
Ms. NORWOOD. Yes. Let me just say that when we analyze the

data, we take into account the statistical significance. And we
would not be telling you that something had happened if it was not
a statistically significant figure.

We produce a very large and very comprehensive body of
data--

Senator PROXMIRE. I'm sorry. I wanted to interrupt to say that
you did tell us that black teenager unemployment declined, did you
not?

Ms. NORWOOD. No, I did not.
Senator PROXMIRE. Well, maybe not in your statement, but it's in

here [indicating.]
Ms. NORWOOD. It's in the release because those are data that are

published.
Senator PROXMIRE. In your release, they don't say that it's not

significant statistically.
Ms. NORWOOD. That's right. It does not say so. But I did not use

that figure in discussing it here.
Senator PROXMIRE. All right.
Ms. NORWOOD. One of the points that I think one needs to under-

stand, Senator Proxmire, that you certainly would understand is
that it's very difficult always when one is doing time series analy-
ses to look at statistical variance for a single month. If you have,
for example, a decline of one-tenth a month in the unemployment
rate each month, it will not be statistically significant in a particu-
lar month. But over a period of several months, you have a statisti-
cally significant decline.

So it is a very difficult thing to just set out on a particular line.
But I can assure you that all of the Bureau of Labor Statistics staff
takes into account very carefully the significance or lack thereof of
the figures when we interpret them.

Senator PROXMIRE. I have one other question. Earlier, I pointed
out that the U.S. dollar has reached a new high in its strength
compared to other currencies. What impact can we expect that to
have on employment in this country or unemployment in this
country in the future? I realize that the stronger the dollar, the
weaker our exports and the stronger our imports. But I'm asking
whether this is a lagging-will have an effect in the future? Is the
effect being felt at the present time? Can we expect on the basis of
this adverse situation to have this as a dampening element in
future improvements in unemployment?

30-462 0-84-6
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Ms. NORWOOD. Clearly, the value of the dollar is an important
competitive factor. It cannot be looked at alone, as you well know.
One needs to look at the competitive price, and there are other fac-
tors that go into the price besides the value of the dollar.

The important thing, I think, is the need for a vigorous recovery
abroad and increased purchasing power in foreign countries to
begin to buy more of our goods.

But you're quite right that this can be a very serious problem.
The drop in our exports is a very serious one.

Senator PROXMIRE. And you would expect that that would have
an effect, could have an effect in the future? It would be likely to
have an effect over the next 6 or 8 months?

Ms. NORWOOD. It could.
Senator PROXMIRE. Thank you. Thank you, Mr. Chairman.
Senator JEPSEN. Congressman Hawkins.
Representative HAWKINS. Mr. Chairman, may I ask Ms. Norwood

about the information that she promised to furnish to the commit-
tee presenting the long-term unemployed, whether or not she could
include the characteristics of the long-term unemployed, who they
are, and any characteristics that she may be able to ascertain?

Ms. NORWOOD. I can do better than that. I can give it to you
right now.

Representative HAWKINS. Well, better still, then.
Ms. NORWOOD. As you know, those unemployed 27 weeks or

more, 6 months or more, there were 2.6 million. That's not season-
ally adjusted. Of those, 68 percent were men. A small proportion
were teenagers. A little over half-54 percent-were 25 to 44 years
old.

Representative HAWKINS. Fifty-four percent were what age?
Ms. NORWOOD. Were age 25 to 44. And 23.8 percent were 45 and

over; 1 in 4 of them were black and 1 in 4 of them were last em-
ployed in durable goods manufacturing.

Representative HAWKINS. Do they tend to be the same individ-
uals or is there movement in and out of the classification? There
couldn't be much movement if they're unemployed this long. But
are we essentially talking about the same?

Ms. NORWOOD. There is some movement, but if someone is unem-
ployed for 6 months or more, they tend to remain there.

Representative HAWKINS. Thank you. Mr. Chairman, for fear
that I might have caused you some discomfort on my reference to
battleships, may I ask permission to just simply substitute missiles
for battleships? [Laughter.]

Senator JEPSEN. Ms. Norwood, I thank you. Do you have an clos-
ing remarks or anything that you want to say for the record before
we adjourn this meeting?

Ms. NORWOOD. No, sir. I'd just like to say what a pleasure it is
always to come to appear before this committee.

Senator JEPSEN. Well, I thank you. Again, as I indicated in my
opening statement, we have licked the recession. We have licked
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inflation. Now it's unemployment's turn. We have unemployment
on the run, and we look forward to next month's report.

Ms. NORWOOD. Thank you.
Senator JEPSEN. This meeting is adjourned.
[Whereupon, at 10:35 a.m., the committee adjourned, subject to

the call of the Chair.]
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The committee met, pursuant to notice, at 9:30 a.m., in room SD-

106, Dirksen Senate Office Building, Hon. Dan Lungren (member of
the committee) presiding.

Present: Representatives Lungren and Mitchell.
Also present: Charles H. Bradford, assistant director; and Mary E.

Eccles and Christopher J. Frenze, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE LUNGREN,
PRESIDING

Representative LUNGREN. Good morning.
Madam Commissioner, it is a pleasure to welcome you once

again to the Joint Economic Committee's monthly employment
hearing. We always look forward to your insightful testimony and
analysis and that of your colleagues.

Today we receive more good news concerning labor market con-
ditions. The civilian unemployment rate fell from 9.5 percent in
August to 9.3 percent in September. The number of unemployed
fell by over a quarter of a million in September. The overall black
unemployment rate fell a full percentage point in September and
the unemployment rate for adult black males fell from 18.4 percent
to 16.9 percent. Overall, employment increased 400,000 in Septem-
ber, as measured by the household survey. In addition, over 100,000
new jobs were filled by black workers.

According to the raw data-that is, nonseasonally adjusted-
since January of this year, approximately 5.1 million new jobs were
created. This shows great improvement in labor market conditions
this year.

The Bureau of Labor Statistics' diffusion index for 3 months in-
creased last month to the level reached back in June. The level of
this index, which measures the percent of industries in which em-
ployment increased, is a good signal for current and future employ-
ment gains. Last month saw employment gains in electrical equip-
ment and machinery and primary metals industries which hadn't
improved that much in the early phase of the economy. In addi-
tion, construction employment held up surprisingly well.

Another positive sign was the jump in factory hours. Total fac-
tory hours in September increased 0.4 hour to 40.7 hours, its high-
est level in over 5 years.

(79)
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Futhermore, manufacturing overtime increased once again.
These data presage further improvements in labor market
conditions.

Commissioner Norwood, we thank you for appearing before us
today and await your testimony.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Thank you very much, Congressman.
I'd like first to introduce Mr. Plewes on my left who is in charge

of our labor force statistics program, and Mr. Dalton on my right
who is in change of our price programs.

I am always pleased to appear before this committee to offer a
few comments to supplement our press release issued this morning.

The employment situation continued to improve in September.
Employment rose, factory hours increased, and unemployment de-
clined. The overall unemployment rate, which includes the resident
Armed Forces in the labor force base, was 9.1 percent, down from
9.4 percent in August. The civilian worker rate was 9.3 percent in
September, down from 9.5 percent in the prior month. Both rates
have declined by about 1½/2 percentage points since their December
1982 recession highs.

The two employment series we report each month show some-
what different rates of growth in September. Employment rose by
nearly 400,000 in the household series, continuing the strong gains
which have been evident in this survey over the past four months.
The business survey showed a 735,000 increase in payroll employ-
ment in September, but this includes the return to work of some
675,000 telephone communications and other workers who were on
strike in August and thus, by definition, were excluded from that
month's business survey job count. Despite the limited change,
once adjustment for the strikers is made, the business survey
showed that job gains continued in the construction, manufactur-
ing, and services industries.

As I have reported to this committee in the past, the household
and the business surveys frequently show somewhat different
monthly changes, but they do tend to track reasonably well over
the longer term. Both surveys have shown strong job pickups since
their recession lows at the end of 1982.

In September, the business survey showed that employment in
electrical and electronic equipment rose by 35,000, including some
20,000 strikers returning to work, and that job gains also took
place in the machinery and primary metals industries, which expe-
rienced very little job growth in the early months of the recovery.
Continued strength was also evident in the construction industry-
about a 30,000 increase in September-and in services-60,000 over
the month. In contrast, employment in retail trade, which usually
goes up in September, declined over the month. After seasonal ad-
justment, employment in retail trade was down about 100,000. This
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unusually large decline, which limited the overall growth in the
business survey, may be exaggerated because the seasonal adjust-
ment process has not yet accounted for the changing seasonal pat-
terns in this industry.

Further evidence of improvement in the September employment
situation is the sharp increase in the factory hours of work. Total
factory hours rose by 0.4 hour in September to 40.7 hours. This key
indicator of business conditions was nearly 2 hours above its reces-
sion low in September 1982 and at its highest level in over 5 years.
At 3.3 hours, factory overtime was up 0.2 hour over the month and
a full hour over the year. It may be that employers are approach-
ing the recovery cautiously by expanding the working hours of
those already on their payrolls before hiring additional workers.

Unemployment declined by almost 300,000 to 10.4 million in Sep-
tember after seasonal adjustment. There has been substantial im-
provement for most groups since the 1982 recession highs. The job-
less rate for adult men declined from 10.1 percent in December
1982 to 8.7 percent in September, and the rate for adult women
dropped from 9.2 to 7.8 percent over the same period. The unem-
ployment rate for teenagers declined 2.7 percentage points to 21.8
percent.

The jobless rate for whites-8.1 percent-was little changed from
August to September. The rate for black workers fell one percent-
age point to 19 percent. Since December of last year, employment
of black workers has risen by nearly 400,000. Although the propor-
tion of black workers with jobs has risen over the same period,
their employment-population ratio-at 50 percent-remains nearly
10 percentage points below that for white workers-59.4 percent.

Each quarter, the Bureau reports on the number of discouraged
workers-persons who report that they would like to work but are
not seeking a job because they believe they cannot find one. There
were 1.6 million discouraged workers in the third quarter, 100,000
below the level of the second quarter and a quarter of a million
below the recession high in the fourth quarter of 1982. The over-
the-quarter decline occurred entirely among whites, even though
blacks are disproportionately represented among the discouraged.
Indeed, blacks, who make up 10 percent of the labor force, account
for nearly one-third of the discouraged worker totals.

In a longer term perspective, the improvements in the labor
market that have occurred during the current recovery compare
reasonably well with prior recoveries. Since the end of last year,
total civilian employment has grown sharply, especially so in
recent months. Payroll job gains during the recovery have reached
60 percent of the employment reduction during the recession. And
the unemployment rate has declined substantially since the end of
last year. Unemployment is still very high, however, and a number
of key industries are well short of their prerecession employment
levels.

Nevertheless, the September statistics released today show that
the labor market continues to improve. Civilian employment rose,
factory hours increased, and the number of unemployed workers
declined.

My colleagues and I will be glad to try to answer any questions
you may have.
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[The table attached to Ms. Norwood's statement, together with
the press release referred to, follows:]

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-11 AIIMA method X-1i
Untad- method Re

Month and year rsted Off r enal 12 (official 2a8)
rate proce Cencur- Stable Total Resido. month methoddr' rent al eWtrapi- before

dare ~~~~~~~lation 1980)

(1) (2) (3) (4) (5) (6) (7) (8) (9)
1982:

September..................................................... 9.7 10.2 10.2 10.1 10.2 10.0 10.2 10.2 0.2
October......................................................... 9.9 10.5 10.5 10.6 10.5 10.3 10.5 10.5 .3
November...................................................... 10.4 10.7 10.7 10.9 10.7 10.6 10.7 10.8 .3
December...................................................... 10.5 10.8 10.8 11.1 10.9 10.8 10.8 11.1 .3

1983:
January......................................................... 11.4 10.4 10.4 10.2 10.4 10.7 10.4 10.3 .5
February........................................................ 11.3 10.4 10.4 10.1 10.4 10.8 10.4 10.3 .7
March........................................................... 10.8 10.3 10.4 10.2 10.3 10.5 10.3 10.3 .3
April)....................................... .. . . . . . . .............. 10.0 10.2 10.3 10.3 10.4 10.1 10.2 10.2 .3
May ......................... 9.8 10.1 10.3 10.6 10.2 10.0 10.1 10.2 .6
June ......................... 10.2 10.0 10.1 9.9 9.8 10.0 10.0 9.9 .3
July ......................... 9.4 9.5 9.5 9.4 9.3 9.3 .9.4 9.3 .2
August.......................................................... 9.2 9.5 9.6 9.4 9.5 9.5 9.5 9.4 .2
September..................................................... 8.8 9.3 9.4 9.2 9.3 9.1 9.3 9.2 .3

Source: U.S. Department of Labor, Bureau of Labor Statistics, October 1983.

EXPLANATION OF COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1967 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed by sum-
ming the 4 seasonally adjusted unemployment components and calculating that
total as a percent of the civilian labor force total derived by summing all 12 season-
ally adjusted components. All the seasonally adjusted series are revised at the end
of each year. Exrapolated factors for January-June are computed at the beginning
of each year; extrapolated factors for July-December are computed in the middle of
the year after the June data become available. Each set of 6-month factors are pub-
lished in advance, in the January and July issues, respectively, of Employment and
Earnings.

(3) Concurrent (X-11 ARIMA method).-The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1980 would be based, during 1980, on
the adjustment of data from the period January 1967 through January 1980.

(4) Stable (X-11 ARIMA method).-Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
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the X-11 part of the program using the stable option. This option assumes that sea-sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure,
in which total unemployment and civilian labor force levels are extended with
ARIMA models and directly adjusted with multiplicative adjustment models in theX-11 part of the program. The rate is computed by taking seasonally adjusted total
unemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of each year.

(6) Residual (X-11 ARIMA method).-This is another alternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-
tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seaonally adjusted unemployment level is derived by substracting
seasonally adjusted employment from seasonally adjusted labor force. The rate isthen computed by taking the derived unemployment level as a percent of the labor
force level. Factors are extrapolated in 6-month intervals and the series revised at
the end of each year.

(7) 12-month extrapolation (X-11 ARIMA method).-This approach is the same asthe offical procedure except that the factors are extrapolated in 12-month intervals.
The factors for January-December of the current year are computed at the begin-
ning of the year based on data through the preceding year. The values for January
through June of the current year are the same as the official values since they re-flect the same factors.

(8) X-11 method (official method before 1980).-The method for computation of theofficial procedure is used except that the series are not extended with ARIMA
models and the factors are projected in 12-month intervals. The standard X-11 pro-gram is used to perform the seasonal adjustment.

Methods of adjustment.-The X-11 ARIMA method was developed at StatisticsCanada by the Seasonal Adjustment and Times Series Staff under the direction of
Estela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12-564E, Feb-ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method II
Seasonal Adjustment Program, by Julius Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967).
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THE EEPLOYtEENT SITUATION: SEPTEKBER 1983

Uneaploynent declined in September and total enploynent continued to increase, the Bureau of

labor Statistics of the U.S. Department of Labor reported today. The overall unemployment ate

which icludes the resident Armed Forces in the labor force base was 9.1 percent down from 9.4

percent in Augut. while the unemployment rate for civilian workers fell from 9.5 to 9.3

percent. Both neasures have declined by about 1-1/2 percentage points fro- last December's

highs.

Total esployment-as measured by the monthly survey of households-rose by nearly 400.000 to

103.6 nillion In Septeober. continuing a strong upward trend. Nonfarm payroll employment--as

measured by the monthly survey of estmblitshents-trcreased by 735.000. largely reflecting the

return to work of persons on strike In August. The factory workweek, a leading indicator of

business activity, rose 0.4 hour in Septeaber to 40.7 hours.

Unemployment

Unemployment fell by 275.000 in Septeaber, after adjustment for seasonality. to 10.4

million. and the civilian worker unemployment rate dropped from 9.5 to 9.3 percent.

Unemployment has declined by 1.6 million since last December. when 10.8 percent of the labor

force was jobless.

Among the major demographic groups, the unemployment rate declined for teenagers (21.8

percent) and blacks (19.0 percent) but remained essentially unchanged for whites (8.1 percent).

adult men (8.7 percent), adult women (7.8 percent). and Hispanics (13.1 percent). The

Improvement for black workers occurred primarily among adult men, whose rate ae reduced from

18 4 to 16.9 percent. Jobless rates for blacks continued to be sore than twice those of whites;

the differential is greatest for teenagers, where the unemployment rate of 52.0 percent suong

blacks was nearly three times that for whites. (seo tables A-2 and A-3.)

Th median duration of unemployment was about unchanged tn September, with half of the

unemployed jobless for less than 9 weeks. The nuber of workers experiencing long-ter

unemployment (15 weeks and over) edged downward over the month to 3.9 million, well below the

high of 4.7 million reached last December. Very long-teer unesployment (27 weeks and ove) held

about steady, following declines in the previous 2 months. (See table A-7.)

The number of persons who lost their last job fell 200.000 to 6.0 million in September. the

lowest level since May 1982. Job losers accounted for 57 percent ofthe unemployed; this

proportion had been as high as 62 percent last fall. Unemployment among full-time workers also

continued to decline, falling from 9.4 percent in August to 9.2 percent in September,

considerably below last December's recessionary high of 10.8 percent. (Sea tables A-8 and A-6.)

Civilian BPployment and the Labor Force

Tntal civilian employment (as measured through the household survey) continued to Increase.

rising by nearly 400,000 in September to 101.9 million (seasonally adjusted). Agricultural

employment fell by 200.000. in part a reflection of the Impact of drought conditions thet

affected many areas of the country. (See table A-2.)

Since December 19Q2's recession low, employment has grown by 2.9 million. This gain ws

about evenly divided between adult men and women* with no appreciable rise for teenagers. Over
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the same time period, the proportion of the population with jobs (the civilian
employme.t-populatioo ratio) has increased by more than A percentage point to 58.4 percent.

The civilian labor force, at 112.4 million, was about unchanged to September. Over the past
year, the labor force has grown by 1.7 million-about 800,000 adult men and 1.2 million adult

o0men. The number of teenagers workiog or looking for ork declined by about 300,000, primarily
the result of a reduction in their population.

Discouraged Workers

The onuber of discouraged workers--persona who report that they soot to inrk but are not
looking for jobs because they believe that they cannot find any-edged downward in the third
quarter of 1983 to 1.6 million; this was 240,000 below the recessionary high of 1.8 million in
the fourth quarter of 1982. Whites accounted for most of this improvement, as blacks continued
to account for a disproportionate share of the discouraged total (31 percent). (See table
A-13.)

Table A. Major indicators if labor market activity, seasonally adjusted

Quarterly averages Monthly data

Categnry A.g. -
1982 1983 1983 Sept.

Iul I.t ch age
_______________ III II 1 I 11 

7u~l'v 7~~ a u . 1 e
gOUSEgOLD DOrTA

Thoo ano of persons
labor force 11/ 11.. .,..2. 113,849 113,539 113,943 114,063 120

Total enpTnyment 1/ .101,283 l1,603 103,278 102,949 103,245 103,640 395
Civilian labor fce .110,629 111,156 112,168 111,875 112,261 112,368 107

Civilian employm nt. . 99,605 99,933 101,598 101,285 101,563 101,945 382
Unemployment. .11,025 11,222 10,571 10,590 10,699 10,423 -276

Not in labor force .61,893 62,801 62,281 62,431 62,179 62,234 55
Discouraged workers ................ .. ,638 1,,709 1,605 N.A. N.A. N.A. N.A.

Percent of labor forts
Unemployment rates: T

All workers 1/ .9.8 9.9 9.3 9.3 9.4 9.1 -0.3
All civilian wrkers ..10.0 10.1 9.4 9.5 9.5 9.3 -0.2

Adult n.......................... 9.1 9.4 8.8 8.8 8.8 8.7 -0.1
Adult vome ........................ 8.4 8.5 7.9 7.9 8.0 7.8 -0.2
Teenagers .23.9 23.3 22.5 22.8 23.0 21.8 -1.2
White .8.8 8.8 8.2 8.2 8.2 8.1 -0.1
Black .19.3 20.7 19.5 19.5 20.0 19.0 -1.0Hispanic ori 14.4 14:1 12.8 12.3 12.9 13.1 -0.2

ESTABLIBHMENIT DATA
Thousands of jobs

Nonfarm payroll employment.... . 89 316 89,452 90 Ip 90,152 89,07352 9O3466p 
7

33pCondo-producing industris .23 682 23,341 23,828p 23,724 23,212p 
2 3

,
9 2 7

p 95p
Service-producing industries . 65,635 66,110 66,291p 66,428 65,903p 66,541p 638p

Hours of work
Average weokly hours:

Total private nonfa .. . 34.8 35.01 35.1p 35.0 35.0p 35.2p 0.2p
Manufacturing.j.39:0 40.1 4O.4p 40.2 40.3p 40.7p 0.4p
Manufacturing overtime..j 2 .8 3.1p 3.0 3.1p 3.3p 0.

2
p

p-preliminary.
N. ano v.......
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Industry Payroll Employment

Nonagricultural payroll e-ployment rose by 735,000 in September to 90.5 million, seasonally

adjusted. About 675,000 of this increase, however, represented the return of employees to

payrolls following settlement of strikes, chiefly that of communications workers. About 60

percent of the 186 industries in the BLS index of diffusion showed job growth in September,

somewhat below the proportions of the previous 2 months. (See tables B-i and B-6.)

Employment continued to increase in construction (30,000) and in manufacturing (70,000).

Factory job pickups mure essentially limited to three durable goods industries--electrical and

electronic equipment (35,000, including a return to work of 20,000 strikers) and machinery and

primary metals (10,000 each). Service industry employsent sustained its strong growth with an

increase of 60,000, the same amount as in August. Employment declined by 105,000 in retail

trade, as seasonal job gains did not materialize.

Weekly Hours

The average workweek of production or nonsupervisory workers on private nonfarm payrolls

rose 0.2 hour in September to 35.2 hours, seasonally adjusted. Led by a large increase in

transportation equipment, the manufacturing workweek rose 0.4 hour to 40.7 hours, its highest

level since April 1978. Overtime hours, up 0.2 hour to 3.3 hours, were at their highest point

since July 1979. (See table B-2.)

The index of aggregate weekly hours increased by 1.9 percent to 107.2 (1977-100), reflecting

both the lengthening of the average workweek and the return of striking workers. The

manufacturing index advanced 1.7 percent to 91.8, due largely to the increase in the workweek.

The factory index -a 10.5 percent above last December's low point but still 7.9 percent below

July 1981, the pre-recession peak month. (See table B-5.)

Hourly and Weekly Earnings

Average hourly and weekly earnings both increased substantially in September, 1.3 and 1.8

percent, respectively, seasonally adjusted. These movements are somewhat exaggerated by the

return to payrolls of striking workers in high-wage industries. Prior to seasonal adjustment.

average hourly earnings, which had declined 6 cents in August, rose 17 cents in September to

$8.11, up 35 cents over the year. Average weekly earnings were up $5.20 over the month and

$16.23 since September 1982. (See table B-3.)

The Hourly Earnings Index

The Hourly Earnings Index (NEI) wa- 155.9 (1977-100) in September, seasonally adjusted, 0.6

percent higher than in August. For the 12 months ended is September, the increase (before

seasonal adjustment) was 3.9 percent. Th HEI excludes the effects of two types of changes

unrelated to underlying wage rate movements--fluctuations in overtime in manufacturing and

interindustry employment shifts. In dollars of constant purchasing power, the NEI increased 1.2

percent during the 12-month period ended in August. (See table 8-4.)
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Explanatory Note

This news release presents statistics from two major surveys,
the Current Population Survey (household survey) and the
Current Employment Statistics Survey (establishment suevey).
The household survey provides the information on the labor
force. total employment, and unemployment that appears in
the A tables, marked HOUSEHOLD DATA. It is a sample
survey of about 60,000 households that is conducted by the
Bureau of the Censs with most of the findings umulyced and
published by the Bureau of Labor Statistics (BLi).

The establishment survey provides the information en the
employment, hours, and eanmings of workers on nona-
ricultural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. Thin information is collected
from payroll records by asS in cooperation with Sutte agencies.
The sample includes approximately 189,000 estab-
lishments employing about 36 million people.

For both surveys, the data for a given month are actually
collected for and relate to a particular wk. In the household
survey, unless otherwise indicated it is the calendar week that
contains the 12th day of the month, which is called the survey
week. In the establishment suovey, the reference week is the
pay period including the 12th, which may or may not corres-
pond directly to the calendar wek.

The data in this release are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justments, and the inevitable variance in results between a
survey of a sample and a cemus of the entire population. Each
of these factors is explained below.

Coverage, defInItIons and differences between surveys
The sample households in the household survey are selected

so as to reflect the entire civilian noninstitutional population
16 years of age and older. Each person in a household is
classified as employed, unemployed, or not in the labor force.
Those who hold more than one job are classified according to
the job at which they worked the most hours.

People are classified as employed if they did any work at all
at paid civibans; worked in their own business or profession or
on their ow farm; or worked 15 hours or more in an enter-
prise operated by a member of their family, whether they wer
paid or not. People are also counted as employed if they were
on anpaid leave because of illness, bad weather, disputes be-
tween labor and management, or personal reasons. Members
of the Armed Force stationed in the United Stases are also in-
cluded in the employed total.

People ae classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no employment during the survey weak; they were available
for work at that time; and they made specific efforts to lind
employment sometime during the pror 4 weeks. Also included
among the unemployed are persons not looking for work
because they were laid off and waiting to be recalled and those
expecting to report to a job within 30 days.

The laborfoec- equals the sum of the number employed and
the number unemployed. The anemploynenr crue is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Forces). Table A-5 presents a special

grouping of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force. The
definitions are provided in the table. The most restrictive
definition yields U-I. and the most comprehensive yields U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household survey, the establishment survey only
counts wage and salary employees whose names appear on the
payroll records of nonagricultural firms. As a resuht there are
many differences besween the two surveys, among which are
the following:
--The household survey, although based on a smaller sam-

pke, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workens and members of
the resident Armed Forces;

-- The household survey includes people on unpaid leave
among the employed: the establishment survey does not:

----The household survey is limited to those 16 years of age
and older; the establishment survey is not limited by age:

--The household survey has no duplication of individuals.
because each individual is counted only once; in the establish-
ment survey, employees working at more than one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

Other differences between the two surveys are described in
Comparing Employment Estimates from Household and

Payroll Sureys'" which may be obtained from the asS upon
request.

Seasonsa adjustment
Over a course of n year, the vise of the Nations labor force

and the levels of employmen and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or espanded production, harvests, major
holidays, and the opening and closing of schools. For eram-
pie, the labor force increases by a large number each June,
when schools close and many young people enter the job
market. The effect of such seasonal variation can be very
large; over the course of a year, for example, seasonality may
account for us much as 95 percent of the month-to-month
changes in unemployment.

Because these seasonal events follow a more or les regular
pattern each year. their influence on statistical trends can be
eliminated by adjusting the statistics from month to month.
These adjustments make nonseasonal developmentu, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
schoolrs-out example, the large number of people entering the
labor form each June is likely to obscure any other changes
thau have taken place since May, making it difficult to deter-
mine if the level of economic activity has risen or declined.
However, because the effect of students finishing school in
previous years is kown,. the statistics for the current year can
be adjusted to allow for a comparable change. Insofar as the
seasonal adjustment is made correctly, the adjusted figure pro-
vides a more useful tool with which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and -s. Statistics for all
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employees, production workers, average weekly hours, and
average hourly earnings include components based on the
employer's industry. All these statisties can be seasonally ad-
justed either by adjusting the total or by adjusting each of the
components and combining them. The second procedure
usually yields more accurate information and is therefore
followed by BLS. For exttnapl, the seasonally adjusted figure
for the labor force is the sum of eight seasonally adjusted
civilian employment components, plus the resident Armed
Forces total (not adjusted for seasonality), and four seasonally
adjusted unemployment components; the total for unemploy-
ment ti the~sum of the four unemployment components; and
the overall unemployment rate is derived by dividing the
rmulllng stimate of total unemployment by the estimate of

the labor force.
The numerical factors used to make the seasonal ad-

jutments are recalculated regularly. For the household
survey, the factors ar calculated for the January-Jane period
and again for the July-December period. The January revision
is applied to data that have been published ova the previous 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which ar discussed
at the end of the next section.

Sampl vrblty
Statistics based on the household and establishment surveys

are subject to sampling error, that is, the estimate of the
number of people employed and the other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a complete census, even if the same question-
nsaies and procedures were used. In the household survey, the
amount of the differences can be expressed in tenas of stan-
dard erron. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, -he numerical value is always such that the
chances are 68 out of 100 that an estimate based on the sample
will differ by no mor than the standard error from the results
of a complete census. The chances are 90 out of 100 that an
estimate based on the sample will differ by no mor than 1.6
times the standard error from the results of a complete census.
At the 90-percent level of confidence--the confidence limits
used by BLS in its analys-the error for the monthly change in
total employment is on the order of plus or minus 335,000; for
total unemployment it is 240,000); and. for the overall
unemployment rare, it is 0.21 percentage point. These figures
do not mean that the sample results ar off by these

magnitudes but, rather, that the chances are 90 out of 100 that
the "true" level or rate would not be expected to differ from
the estimates bv more than these amounts.

Sampling erros for monthly surveys ar reduced when the
data are cumulated for several months. such as quanerly or
annually. Also. as a general rule, the smaller the estimate, the
larger the sampling eor. Therefore, relatively speaking, the
estimate of the size of the labor force is subject to less error
than is the estimate of the number unemployed. And, among
the unemployeri the sampling error for the jobless rate of
adult men, for example, is much smaller than is the error for
the jobless rate of teenagers. Specifically, the eror on monthly
change in the jobless rate for men is .29 perentage point; for
teenagers, it is 1.28 percentage points

In the establishment survey, estimates for the 2 most current
months ar based on incomplete retuns: for this reason, these
estimates ar labeled preliminary in the tables. When all the
retuans in the sample have been received, the estimates are
revised. In other words, data for the month of September are
published in preliminary form in October and November and
in final form in December. To remove errors that build up
over time, a comprehnsive count of the employed is con-
ducted each year. The results of this survey are used to
establish new henchmarks-comprehenste counts of
employment-against which month-to-montj changes can be
measured. The new benchmarks also incorporate changes in
the classification of industries and alloa for the formation of
new establishments.

Additional statistnes and other Informatuon
In order to provide a broad ivi of the Nation's employ-

ment situation. BLS regularly publishes a wide vanety of data
in this news release. More comprehensive stutstics are contain-
ed in Employment nd Earnings, published each month by
BLS It is available for S6.01) per issue or 539.0( per year from
the U.S. Government Printing Office, Washington. D.C.
20204. A check or money order made out to the Superinten-
dent of Documents must accompany all orders.

Employment and Earnings also provides approximations of
the standard errors for the household survey data published in
this release. For unemployment and other labor force
categories, the standard errors appear in tables B through I of
its "Eptamstory Notes." Measures of the reliability of the
data drawn from the establishment survey and the actual
amounts of revision due to benchmark adjustments are Pro-
vided in tables M. O. P. and Q of that publication.
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Table A4 "sawed empomt Indcicators
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Table AL Reasyon for unnoIlploynt
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Table A_13. Puraft not I labor tome by reason, sex. and rae 6 quarterly
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Representative LUNGREN. Thank you, Madam Commissioner.
One of the figures that comes out of all this is, I believe, the total
civilian employment at 101.9 million in September. How does this
compare with previous years?

Ms. NORWOOD. That is the highest number employed that we
have had.

Representative LUNGREN. And as I understand it, the employ-
ment-population ratio is still edging upward with these statistics; is
that correct?

Ms. NORWOOD. It has been. The employment-population ratios
have been edging upward every month, though they are still some-
what below prerecession levels.

Representative LUNGREN. You mentioned that the average work-
week of production workers increased again. How does this meas-
ure relate to future labor market conditions? What correlation can
we draw from that?

Ms. NORWOOD. Clearly, employers who increase hours are doing
so because more production is needed. We know that there has
been a considerable effort to build up inventories and that factory
orders have been on an upward trend.

It may be that, rather than expand the work force as much as
has been needed, employers are being more cautious, but it is hard
to tell. If the need for increased hours continues, it is clearly good
news for the work force.

Representative LUNGREN. You've mentioned to us that we have
two basic surveys on employment and unemployment.

Can we focus on the household survey for a moment? How would
you describe employment growth this year as measured by the
household survey, in a comparison with the other postwar recover-
ies that we've had?

Ms. NORWOOD. Employment growth has been strong in the house-
hold survey and has roughly equaled the growth rate experienced
during the first 10 months of the recovery period in 1975-76.

It is a vigorous growth that the household survey is now show-
ing.

Representative LUNGREN. When we had the hearings of this com-
mittee in August, and went over the July statistics, in your pre-
pared statement you mentioned that the overall employment
growth 8 months after the trough of the recession has been sharper
both on a numerical and a percentage basis than in any of the
prior six recoveries.

You went on to say that the reduction in unemployment had
been larger by a wide margin than in the same time period of the
four most recent recoveries.

If you extend that time period to include the statistics that you
are giving us today, would that change your remarks? Are we still
seeing that type of significant drop in unemployment over that
period of time compared to our prior recoveries?

Ms. NORWOOD. Yes. The drop in unemployment has been very
large. Of course, we have to remember that we started from a very
high level. Each recession, in fact, has started at a higher level of
unemployment than the one before, so that in each successive re-
covery period, we have further to go to recover. But it is certainly
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true that, when compared to the recovery periods since 1970, the
drop in unemployment has been sharper.

There were sharper declines in unemployment during economic
recovery periods in the 1950's and 1960's.

Representative LUNGREN. I also note that in the 1960's the em-
ployment-population ratio was generally less than what we have
today. This could lead us into a whole discussion on the different
labor market that we have and the problems that are different
today than in the 1960's, but I don't think we have time to go into
that right now.

Congressman Mitchell.
Representative MITCHELL. Thank you. It's good to see you again,

Commissioner. I missed a few of these.
Ms. NORWOOD. We missed you, too, sir.
Representative MITCHELL. Did you really?
Ms. NORWOOD. Yes, sir.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL

Representative MITCHELL. I have some questions but I want to
make a statement first, a statement that I hope conveys my
perplexity.

Of course, anyone would not decry with disdain even a miniscule
drop in the rate of unemployment. Everybody would be pleased by
any drop, whether it's pitifully small or not. But I just find it in-
credible that we make these euphoric statements about a miniscule
drop in unemployment. And I'fn serious. I don't know what's hap-
pening in my country. A few years ago, if we had almost 11 million
people out of work in this Nation, America would be up in arms.
But now we say, "It's down and it's only 11 million out of work and
that's good."

If we had an unemployment crisis, such as we face now, had
we had one like this in the past, there would have been a great deal
of motion to try to deal with this problem. But very little is
happening.

I guess I'm saying that I am concerned about the fiber of an
America that seems to be kind of resigned to accepting high unem-
ployment rates and then practices a pattern of saying: "Yes, we're
resigned, but it's looking so much better." There's still 11 million
people out of work, and I can't be euphoric about that nor can I be
euphoric about the magnificent drop in the rate of black unemploy-
ment-down from 20 percent to 19 percent. That means you still
have one out of every five blacks in this country unemployed.

Now you look at the discouraged worker figure where blacks
make up one-third of the discouraged workers, and people are send-
ing forth these pollyanna vibrations this morning saying: "Isn't it
wonderful what's happening?" No, it isn't. It's a national disgrace,
really.

It causes me to question-not you, not your statistics-but it
causes me to question those who get so ecstatic about these rather
miserable unemployment figures-as to whether or not they aren't
trying to create a kind of rationale-which would cause the Senate
not to act on a real jobs bill that it has, which would cause us to
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say: "Well, let's stay the course, because only 11 million people are
miserable in this country."

I wish I could share the optimism of some of my colleagues, but I
can't. And I repeat, I reiterate, I am deeply disturbed over what
appears to be a change in the character of America that says:
"Okay, it's all right now to have 11 million people unemployed."

You mentioned the recovery several times in your statement and
you said in connection with that recovery that the number of dis-
couraged workers fell from 1.7 million down to 1.6 million.

Generally, isn't it true when employment conditions appear to be
improving, aren't generally discouraged workers drawn into the
labor force? And the answer is yes; I'm sure. But why hasn't this
happened in greater numbers in this recovery? Why are so few of
the discouraged workers not being drawn into the labor force?

Ms. NORWOOD. We have had a drop of 240,000 since the fourth
quarter of 1982, but it is true that the growth in the labor force has
been somewhat slower than it has been in past recessions, particu-
larly since 1970. It is less, for example, than the growth in the
labor force which occurred after the 1975-76 recession. But it is
also true that we are not expecting gains in the labor force that we
had in the 1970's because we now have fewer youth in the popula-
tion.

Representative MITCHELL. While you were talking about the re-
covery, you mentioned that the number of part-time schedules did
not go down; it went up. It increased by 300,000 in September.

Is that usual for a recovery?
Ms. NORWOOD. No; it isn't, and those figures are difficult to un-

derstand. Most of the change in the part-time-for-economic-reasons
category seems to be among the people who usually work part
time, not the people who usually work full time. And I think that
we will find, over the next month or two that those figures will
change and stabilize.

I'm not suggesting that they necessarily went down, but I am
suggesting that perhaps the changes there may smooth out over
the next month or two.

Representative MITCHELL. I missed one part of that. Why do you
think that will happen?

Ms. NORWOOD. I don't think these numbers are consistent with
some of the other data in the survey, and sometimes you need an-
other month or two of observations in order to determine the
trend. The number of people who are employed part time for eco-
nomic reasons, however, is high by historic standards.

Representative MITCHELL. Do I have time for a couple more
questions?

Representative LUNGREN. Sure.
Representative MITCHELL. Thank you.
Let me get back to the vastly improved area that you spoke to in

your presentation that my colleague waxed so eloquently about,
and that's the reduction in the rate of black unemployment. I sort
of looked over the data for the last couple of months and to my
amazement I discovered that twice since last December a drop in
the black unemployment rate was immediately reversed the follow-
ing month.
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Are there any indications at all of a lasting improvement in the
employment situation for minorities?

Ms. NORWOOD. Congressman Mitchell, as you and I have dis-
cussed many times, the labor market position of the black popula-
tion of this country is a serious one; they are having a great deal of
trouble in the labor market. Their unemployment rates are high
and perhaps even more importantly, their employment-population
ratios-the proportion of their population that is employed-are
considerably lower than for the white population.

There is some improvement, however. Since December, black em-
ployment has risen by about 400,000, and the unemployment rate
for black men has dropped proportionately more than the overall
rate. I think these are important points to look at, but they do not
obscure the fact that there are problems-especially for particular
groups of the population. Teenagers for example, have a distress-
ingly low employment-population ratio.

Representative MITCHELL. Yes. I think we've agreed on those
facts in the past, but my question is, is there any indication based
on your data that this minuscule drop portends a lasting improve-
ment in the employment situation for minorities?

Ms. NORWOOD. I would hope so, but I don't think there's any-
thing in the data that predicts the future.

Representative MITCHELL. You know, that's generally your
answer to me and it's always said with such a pleasant smile that I
have to smile, too.

Let me redirect. No, it doesn't portend any lasting improvement
in the employment situation for minorities, not at all. I say that
because the unemployment rate for minority groups is declining
more slowly than they are for whites, and I suppose it still repre-
sents the vestiges of racism in this Nation where blacks in an im-
proving economic recovery situation are still the last to be hired or
rehired.

So I frankly am not going to be very optimistic about this tiny,
little percentage drop reflecting any long-term, lasting improve-
ment in the employment situation for minorities.

I had one last question and then I'll stop. Of the overall black
unemployment rate, what percentage of that is black youth unem-
ployment, which we haven't even touched? We just let that sort of
sit there and cluck and moan.

Ms. NORWOOD. Well, it's roughly 400,000 of 2.2 million-a little
less than 20 percent.

Representative MITCHELL. I particularly wanted to raise that
issue because every time we talk about black youth unemployment,
that is not the sole, exclusive problem in my community. The prob-
lem is with the breadwinner, the adult who's out of work.

Well, what can I say except thank you for giving me what I con-
sider not at all news of sufficient magnitude to promote smiles and
conviviality and euphoria. I guess we'll just hang in there and pray
and hope that something will happen. Let's hope that the Senate,
for example, would act on the jobs bill which now languishes before
it. That would help a half-million people immediately.

Thank you very much, Commissioner.
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Representative LUNGREN. Thank you, Congressman Mitchell. I
thought we had somewhat of an agreement before we started that I
wouldn't be too optimistic if you wouldn't be too pessimistic.

Representative MITCHELL. But you broke the agreement.
Representative LUNGREN. I tried to contain my optimism. When

all is said and done, it seems to me going from 10.8 percent unem-
ployment to 9.3 unemployment in less than a year is one of the
fastest drops in unemployment we've had.

Since you were constrained to comment on the jobs bill, I
would just mention that-well, let me just ask this question to Ms.
Norwood.

Illegal aliens or undocumented workers are viewed by some as
somewhat of a problem with respect to taking low-skilled jobs away
from American workers.

Do we have any data on that? Is there any way that your Bureau
has attempted to quantify that to this point?

Ms. NORWOOD. We've thought about those problems a great deal
and, in fact, we have discussed some of them with statisticians in
other countries who have many of the same kinds of problems. We
do not, however, and I think quite rightly, ask people in the house-
hold survey whether they are here illegally or not. We think we
would not get very good data if we did.

Representative LUNGREN. You probably don't have the legal
right to do so.

Ms. NORWOOD. We leave the task of determining the numbers of
illegal aliens to the Immigration and Naturalization Service.

Representative LUNGREN. Based on your experience in this field,
do you have any opinion as to whether there is some impact on un-
employment in this country by virtue of the fact that we have a
not insignificant number of undocumented workers here?

Ms. NORWOOD. Certainly. The more illegals we have who are
looking for work is bound to have an impact on unemployment.
That's about all I would be prepared to say; the rest would be pure
speculation.

Representative LUNGREN. My other hat that I wear on the House
side, I'm the ranking Republican on the Immigration Subcommit-
tee of the House Judiciary Committee, and I'm not one of those
who believes there's a one-for-one loss of jobs for every person
who's here working on an undocumented basis, but I have no doubt
that it is not an insignificant problem, and, with that, it just causes
me to reflect on the decisions of the Speaker of the House this last
week to unilaterally not allow us to deal with the immigration
issue at all for expressed political purposes.

If we're serious about this-and I know the gentleman from
Maryland is as serious about this as I am-it seems to me Congress
has to get to the place where we're going to deal with that issue for
any number of reasons, including the unemployment problem.

I would be happy to yield to the gentleman.
Representative MITCHELL. Yes; it is a problem that I'm concerned

with, and I'm delighted to hear you say there's not necessarily a
one-to-one displacement rate for immigration.

When you brought up that issue, it triggered my thinking of
what is taking place in terms of the character of America? We're
now trying to figure out how we can prevent people from coming

30-462 0-84--8
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into this country to get jobs. We have a capacity, if we would but
use it, to hire almost as many people as we can if we would but use
it.

When we take this kind of posture, it seems to me, once again, to
be reflecting on a very subtle change in the American character, a
change from "Give me your tired and your poor," to "Close the
door.' And I am not aiming specifically at you on this; it's just that
I am concerned about these subtle changes that are taking place in
our thinking and in our practices.

Representative LUNGREN. I appreciate the gentleman's remarks.
I would just suggest that we have had a 26 percent increase in em-
ployment in this country from 1970 to 1982. Japan has been almost
11 percent. West Germany has had a decrease in employment. We
have taken in more refugees than any country on the face of the
earth. We continue to do that. We take a lead in internationalizing
the refugee effort, and no country has done a better job on that.

I don't think we've changed in character. I think we've just real-
ized that a sovereign nation has to control its borders.

Madam Commissioner, we talked a bit about the discouraged
workers and you had cautioned us at the beginning of this year, as
we started to see the first signs of decline in the unemployment fig-
ures, that as a recovery is coming on, we see the phenomena of the
encouraged worker. So we have to realize that oftentimes as the re-
covery does occur we should not be surprised to see an upturn in
the unemployment rate on a month-to-month basis because of the
number of workers going into the job market.

Since, as I understand from the figures we received from the
Bureau of Labor Statistics, we have had an increase of 5.1 million
jobs unadjusted since January, and the adjusted figure is about 3
million--

Ms. NORWOOD. Employment-seasonally adjusted-has increased
2.8 million since January.

Representative LUNGREN. 2.8 million. Is some of that difference
made up in the encouraged workers, those that have begun looking
for jobs who were not looking for jobs at the time when the unem-
ployment figures were the highest?

Ms. NORWOOD. Well, as I indicated earlier in the discussion,
there has been a reduction of about 240,000 in the number of dis-
couraged workers since the fourth quarter of 1982.

Clearly, the job growth that we have had has been large enough
to take care of the discouraged and other persons who have come
into the labor force. The labor force has been growing, but it does
not grow evenly each month, at least as measured in the survey, so
one needs to look at labor force expansion over some longer period
of time. We have had considerable labor force growth in recent
months.

The recovery has been certainly more vigorous than most of the
economic forecasters had anticipated and there has been a larger
number of people finding jobs than we have had at comparable
points in prior recovery periods.

Representative LUNGREN. When you indicated that the labor
force growth has not been as large as in some previous recoveries,
is any of that explained in part by some observations you had
made at previous appearances before the committee about this
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country having passed the crest of the baby boom entrants into the
job market and the significant acceleration of women's entry into
the job market, over the last decade or decade and a half?

In other words, if I understood those comments correctly, we
would see not quite the same increase in overall labor force growth
in the near future as we have in the recent past because we have
passed the zenith of those two phenomena.

Ms. NORWOOD. We certainly have passed the zenith of one of
them, and that is the growth of teenagers in the labor force. Past
birth rates have now resulted in fewer teenagers in the population,
and, correspondingly, we have had a decline over the year in the
teenage labor force of roughly 300,000.

We are still seeing women entering the labor force in large num-
bers. Perhaps a somewhat smaller rate of increase may occur than
had occurred during the 1960's ande1970's, but very clearly those
who enter are there to stay, with many more expected to be
coming in.

Over the last year, we had an increase of close to 1.2 million
adult women entering the labor force and about 800,000 adult men.

Representative LUNGREN. Well, I understand those observations.
I'm just trying to find out whether that has any impact whatsoever
on our expectations for the labor force growth in this recovery
period or beyond. In other words, when we say this labor force
growth is not as good as it has been in some recoveries, ought we to
take into consideration at least the war baby boom entrants, and
not that women are going to enter the job market at lesser rates,
but the rate of growth may not be accelerating?

Ms. NORWOOD. Yes, certainly. We also have to take into account
the possibility that people may work longer. Their working lives
may be longer in part because of some of the legislation that's been
passed,. although it has not yet had an effect on these data. But
you're quite right in assuming that the strong demographic pres-
sures of the past on the labor force will be less in the future.

Representative LUNGREN. On a quarterly basis, what trends exist
in the number of workers laid off since the third quarter of 1982?

Ms. NORWOOD. The number of workers laid off dropped consider-
ably over the year, and in fact, again this month. The number of
job losers is also down considerably, as one would expect, since the
recovery is well underway.

I don't have the figures on a quarterly basis, but I do have them
here on a monthly basis. The number of job losers this month, for
example, dropped 200,000, while the number of people who have
been laid off temporarily waiting to be recalled fell by about 70,000.
In fact, there are now about 1.6 million people on layoff as distinct
from people who have been terminated completely; this compares
with about 2.6 million a year ago.

Representative LUNGREN. I recall, I believe, at one of your previ-
ous appearances before this committee that you mentioned the
automobile industry and the changes that are taking place there.

Do you have the most recent figures of what the unemployment
rate is in this industry, and the numbers working?

Mr. PLEwEs. In the automobile industry, the employment level
for September was 789,000, well above the recession low. The un-
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employment rate in autos was 11.9 percent last month. It had been
as high as 24.9 percent in November 1982.

Representative LUNGREN. So the trend of the job recovery in the
auto industry that you articulated in an appearance 2 months ago
has continued. While it may not be as significant an increase over
that period of time, it has continued somewhat to bring the unem-
ployment rate down?

Ms. NORWOOD. Yes, that's true. We have recovered somewhere
nearly 90 percent of the 1981-82 recession loss in the auto
industry.

I think people get a bit confused about this because we must rec-
ognize that the level that we're talking about at the beginning of
the recession was considerably below the level of employment in
the automobile industry in 1979. Even though we are closer to the
level of employment of July 1981, when this last recession began,
we are considerably below the employment levels that were in
place in 1979. So there has been a general long-term trend down-
ward.

Representative LUNGREN. That's absolutely consistent with the
figures that have come out for production. Even though automobile
manufacturers in the United States are coming back up and will
continue to come back up versus where they were before the reces-
sion, they are not coming back to the levels we had, I guess, in
1979.

Ms. NORWOOD. Yes.
Representative LUNGREN. Congressman Mitchell.
Representative MITCHELL. I just have one last question.
In another one of those "Perils of Pauline" scenarios that occur

far too frequently in government, last night we acted belatedly to
protect jobless workers in terms of unemployment compensation
benefits.

What proportion of the jobless workers are covered by unemploy-
ment insurance?

Ms. NORWOOD. About 33 percent.
Representative MITCHELL. 33 percent. And you're telling me--
Ms. NORWOOD. That's the total receiving unemployment insur-

ance benefits.
Representative MITCHELL. That's the total. Then, the other 66

percent are making it somehow or other in terms of charities.
There are no benefits really coming to that other 66 percent, is
that correct?

Ms. NORWOOD. No unemployment insurance benefits. There may
be other benefits from other programs.

Representative MITCHELL. Food stamps.
Ms. NORWOOD. In general, the definition of unemployment in-

cludes not only those who are entitled to unemployment insurance
benefits-that is, those that have worked before-but also reen-
trants to the labor force and new entrants to the labor force who
may not have any qualifications for UI benefits.

Representative MITCHELL. That was my last question. I will think
about the 66 percent.

Representative LUNGREN. Madam Commissioner, it's kind of dif-
ficult at times to deal with this whole issue because, on the one
hand, we are here very seriously concerned about the problem of
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unemployment, and no one wants to suggest that it's not a continu-
ing problem and that we do want to make the right decisions to try
and solve the problems we see before us.

At the same time, in other hearings we have under the auspices
of this committee, we have some labor market analysts foreseeing
labor shortages in the near future because of the dropoffs of en-
trants into the job market.

In your opinion, is there any validity to that view and, if there is,
how do we stack that view up against the continuing problems that
we have with unemployment in this country?

Ms. NORWOOD. Most of the discussions that I've seen, Congress-
man, refer to shortages for particular occupations rather than for
the labor force as a whole. It is really very difficult to determine
with accuracy many years ahead exactly how many engineers or
welders may be needed by the country, since, as I'm sure you are
more aware than I, policy decisions affect these needs. An example
would be the extent of defense buildup and things of that sort,
which can change over time. So I think it is really very difficult to
predict. I do think that there has been a great deal of emphasis
lately on some of the new technologies and there has been some
concern expressed by many that there may be shortages in one of
several occupations related to some of those new technologies.

Our work-and we do have a program in the Bureau of Labor
Statistics which monitors future occupational requirements-is
carefully stated and we do see some occupational deficiencies. How-
ever, we have not identified large groups for which there will be
shortages. I think the supply and the demand are very difficult to
combine.

Representative LUNGREN. Well, Madam Commissioner, if I were
to suggest to you that there are 1.5 to 6 million people in the labor
force that were not being counted for one reason or another, would
that cause you concern about the statistics we have on employment
and unemployment and the credibility with which we could make
decisions based on those figures?

Ms. NORWOOD. It certainly would. But I think that you are refer-
ring to something a little bit different, and that is what we often
call an off-book economy or the underground economy where the
people who perhaps tell us they are not employed really are work-
ing but are not classified as such for tax purposes or for some other
reason.

We have done a very careful review of the techniques that we
use for data collection in each of our programs in the Bureau. And
Mr. Plewes and I are going to an OECD meeting for a working
party that I chair on employment and unemployment measure-
ment issues on which all countries of the OECD are concerned with
this kind of issue.

Our work suggests that in terms of the employment, unemploy-
ment, productivity, price, and other measures that we are responsi-
ble for, that the estimates that have been made are not based upon
very reliable data. So I don't think there's any proof one way or
another.

Now I am not speaking to the subject of the shortfall in tax reve-
nue and I am not speaking to the gross national product, but
rather to the kinds of surveys that we conduct.
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There may be some workers who are offbook, but we don't have
any way of getting at that and I don't see any evidence that it is
indeed a very large problem.

In the household survey, we believe that we are picking up most
of the people who are in the labor force. We are very careful about
the confidentiality of the data. The Census Bureau, who works with
the Bureau of Labor Statistics on the survey, has a very good repu-
tation with people. We find that people are responsive in the
household survey, and we think we are getting at least most of the
people who are indeed out there looking for work.

In the establishment survey, we are getting people who are on
the payroll; people who are not on the payroll are not-being count-
ed.

Representative LUNGREN. On an acknowledged payroll?
Ms. NORWOOD. Yes.
Representative LUNGREN. That's a very interesting comment

that you had on that. That was one area I had been thinking
about, but I was thinking more specifically-returning to the sub-
ject we mentioned before-of the question of undocumented work-
ers in this country. The best estimates run from 3 to 12 million
that I've been able to find. That shows you how uncertain we are
as to those numbers.

If you were only to assume that 50 percent of those who are
working, because some are under age and going to school and so
forth, you're talking about 1.5 to 6 million.

Now if they are counted in your survey through the household
surveys, that would give us some data as to who are working and
who are not. But in terms of Members of Congress making intelli-
gent decisions as to how we deal with the unemployment prob-
lem-how we reach the question of the unskilled, how we train
those who are in transition-it's like a whole universe out there
that we don't know about.

When you talk about discouraged workers, I'm a discouraged
worker, having worked for 5 years in the vineyard of immigration,
and now being told by the Speaker of the House that it's not a na-
tional problem and there's no national constituency and we ought
not to worry about it.

So even though you didn't direct your comments to that, there
still is the suggestion that we have 1.5 to 6 million undocumented
workers in this country-and believe me, I think most of them who
are working are good, hardworking people. My question is how do
we solve the unemployment problem in this country for the people
who are here? It discourages me as a policymaker to know that we
don't have a handle on that problem.

I'm not criticizing you because I know you can't ask that ques-
tion. We couldn't ask that question under the census. Under the
Carter administration we funded a survey of the situation of the
people who were here legally working and illegally working, and
then got into a big hassle with the people contracted to do it and
ended up paying $1 million and never got any figures back.

Ms. NORWOOD. That never happens with the Bureau of Labor
Statistics Congressman Lungren.

Representative LUNGREN. It had nothing to do with the Bureau
of Labor Statistics.
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Ms. NORWOOD. We have never been appropriated funding for $1
million for such a survey.

Representative LUNGREN. I may have overextended what the
exact amount was. All I know is that whatever was paid, we got
zapped for it, and we had some attorneys in the executive branch
who thought it was better to sue for what we were trying to get
and they got it tied up in court. So now by the time we get the
statistics they will be invalid, which doesn't seem to me to make a
whole lot of sense. It may employ some people to go out and take
invalid statistics, but I'm not sure it really helped us in the long
run.

Ms. NORWOOD. Let me just say, Congressman, that I think we
should be careful to understand that the statistical agencies within
the U.S. Government, for the most part, really do a very good job.

Representative LUNGREN. I have no doubt about that.
Ms. NORWOOD. I think they collect valid data.
Representative LUNGREN. I have no doubt about that. I'm just

suggesting that the manner in which we make decisions may be af-
fected by virtue of the fact that we do not allow you to ask some of
the questions that ought to be asked so we could have the data
upon which to make rational decisions. We are dealing with a seri-
ous problem of unemployed people in this country and we are
trying to make some rational decisions as decisionmakers elected
by the people, but when we have closed our eyes to a whole element
of it that may have some keys to some questions that would help us
and help all those people who are here without benefit of papers as
well as those who are here with benefit of papers and those who
are born here-we may be fooling ourselves as to answering some
of those tough questions.

I'm not criticizing your Bureau at all. I hope you understand
that. I'm criticizing the institution of which I am a Member, the
House of Representatives.

I want to thank you again for your testimony. We appreciate you
coming up here on a monthly basis to give us the news, on the na-
tional employment situation. With all due respect to my friend
from Maryland, I'd like to view this as slightly optimistic and I'll
try and contain my optimism. Thank you very much. The commit-
tee stands adjourned.

[Whereupon, at 10:25 a.m., the committee adjourned, subject to
the call of the Chair.]
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The committee met, pursuant to notice, at 9:40 a.m., in room SD-628, Dirksen Senate Office Building, Hon. Chalmers P. Wylie(member of the committee) presiding.
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Also present: James K. Galbraith, deputy director; Charles H.Bradford, assistant director; and Mary E. Eccles and Christopher J.Frenze, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE WYLIE, PRESIDING
Representative WYLIE. I want to welcome you back to the JointEconomic Committee, Ms. Norwood, and this is the 11th month in arow that you've brought us good news. This month the news isparticularly good. The unemployment rate has dropped by one-halfpoint I understand. Month after month, the number of Americanswith jobs has increased. Month after month, the number of Ameri-cans without jobs has decreased. And during this 11-month period,the unemployment rate has fallen 1.9 percentage points.
The simple fact is this: for the American worker, this is the besteconomic recovery we've had in 30 years. More Americans havefound jobs in the last 11 months than at the same stage in any eco-nomic recovery since 1950.
The number of Americans without jobs has declined faster in thelast 11 months than in any of the six previous economic recoveries.The unemployment rate has fallen farther in the last 11 monthsthan in any recovery over the past 30 years. The unemploymentrate declined again in October and now stands at just 8.8 percent.This is a remarkable record of accomplishment. Still, everymonth for the past 11 months, we've heard voices of doom com-plaining that this economic recovery has helped Wall Street butnot Main Street. Some pessimists seem to feel it's their duty tominimize the accomplishments we've made. They just keep gloom-ing and dooming, while the economy keeps on booming.
Well, we all know that too many Americans who want jobs stillcan't find them. That's what we all want to correct. But let's notallow that fact to make us forget the progress we've already made.
Ms. NORWOOD, we look forward to your analysis of what contin-
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ues to be very strong improvement in the employment picture. And
if you have any modification or anything to say about my state-
ment that you don't think is accurate, I'd be glad to hear that, too.
Thank you very much and welcome to the committee this morning,
and we will now hear your testimony.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Thank you very much, Congressman Wylie. I'd

first like to introduce Mr. Dalton, who is our price expert, on my
right; and Mr. Plewes, on my left, who is our employment-unem-
ployment expert. I am very pleased, as always, to have an opportu-
nity to offer the Joint Economic Committee a few comments on the
data we released this morning.

The labor market continued to improve in October. Unemploy-
ment was down sharply-to 9.9 million, seasonally adjusted-and
the number of payroll jobs increased substantially. The overall un-
employment rate, which includes the resident Armed Forces in the
labor force base, was 8.7 percent, down from 9.1 percent in Septem-
ber. The civilian worker rate was 8.8 percent, down from 9.3 per-
cent in the prior month. Both measures were 2 full percentage
points below their December 1982 recession highs.

The large decline in unemployment was shared by most worker
groups, especially those over 25 years of age who work full time
and persons who had lost their last job. Jobless rates declined for
both adult men and women and for both whites and blacks.

As the recovery continues, long-term unemployment declines.
The number of persons unemployed for 6 months or longer fell
sharply in October, reducing to 2.3 million the number experienc-
ing very long-term unemployment. In addition, there was a reduc-
tion in the number of persons who entered the unemployment
stream in October-those in the less than 5 weeks duration catego-
ry. The number of persons working part time for economic reasons
also declined. Since December, the number in this group has de-
clined by three-quarters of 1 million.

The number of payroll jobs increased by 320,000 in October, with
particular strength in durable goods manufacturing, services, and
construction. Every durable goods industry registered an increase,
with particularly large ones occurring in transportation equipment,
electrical equipment, machinery, and fabricated metals.

The widespread nature of this over-the-month increase, on top of
a fairly large upward revision in our preliminary estimates for Sep-
tember, show an underlying strength in the employment recovery.
Since December, the manufacturing and the services industries
have each posted employment increases of more than 800,000; to-
gether they account for about 70 percent of total job growth over
the period. In the case of manufacturing where the recessionary job
less was especially steep, however, the increase since December
represents only about 40 percent of the employment decline during
the recession.
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The factory workweek fell two-tenths of an hour in October fol-
lowing a fairly sustained period of increase. The strong increase in
manufacturing employment for the month suggests that some em-
ployers may have added workers instead of extending working
hours.

While total employment, as measured by the household survey,
showed no change in October, both surveys have registered strong
employment growth over the recovery period. Since December
1982, payroll jobs have grown by 2.4 million, while total civilian
employment has grown by 2.8 million. As we have discussed before,
the two surveys do not have identical coverage. After accounting
for conceptual differences, the two surveys track pretty closely over
the recovery period as a whole. For example, included in the house-
hold survey but not in the business survey are agricultural work-
ers, the self-employed and.private household workers, as well as
persons on unpaid absences from their jobs. The December 1982-
October 1983 changes in these groups account for virtually the
entire difference between the two surveys. Self-employment has
been particularly strong, rising by 370,000 over the period.

In October, the labor force declined by about half a million.
Why? In the past, I have discussed with this committee the volatil-
ity of the monthly change in the household survey and our view
that its employment count may have been somewhat overstated
during the recovery. Our experience suggested that a reduction in
this employment count could be anticipated, and the data for Octo-
ber suggest that such a reduction has taken place. Employment
and unemployment are estimated separately in the household
survey. We get the labor force by adding together the separate em-
ployment and unemployment counts; so, if employment were some-
what overstated and later reduced, the result would change the
employment totals and the labor force count, but not the number
of unemployed.

My interpretation of the data released this morning is that the
drop in unemployment in October was accompanied by a real in-
crease in employment. This is supported by a real increase in em-
ployment. This is supported by the sharp rise in jobs in the payroll
survey as well as by the employment increase for workers 25 years
of age and over in the household survey.

The improvements in the labor market that have occurred
during the current recovery compare quite well with prior business
cycles. In particular, unemployment rates have declined more
sharply and employment-population ratios have risen more sub-
stantially than have generally occurred in the past. Nevertheless,
the labor force has grown more slowly, the number of payroll jobs
is still below prerecession levels and the unemployment rate re-
mains quite high.

In summary, the October statistics released today indicate that
the labor market remains on a strong upward course. While total
employment was unchanged in the household survey, several other
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important employment measures improved. In particular, the data
show that sharp declines in unemployment were accompanied by
strong gains in payroll jobs.

OCCUPATIONAL SAFETY AND HEALTH SURVEY RESULTS

In addition to the employment situation, I would like to com-
ment briefly on the results of the Bureau of Labor Statistics'
annual survey of occupational safety and health, the data for
which were also released this morning. The news is good. This
survey, which provides data for the full calendar year, shows the
rate of job-related injuries and illnesses in 1982 to be 7.7 per 100
full-time workers, down from 8.3 in the previous year. Hours
worked in the 1982 recession year were, of course, considerably
lower than in 1981, especially in such high risk industries as
mining, construction, and manufacturing. However, if we were to
assume for 1981 the same hours of exposure as for 1982-for each
industry division-the decline in the overall incidence rate from
1981 to 1982 would have been only 0.1 lower-0.5 rather than 0.6.

From 1981 to 1982, the number of job-related injuries dropped by
nearly 530,000 cases with declines occurring both in injuries involv-
ing lost worktime as well as those with no time loss. The lost work-
time rate dropped from 3.7 per 100 full-time workers to 3.4. The
average number of workdays lost per injury, however, was up one
day from 1981 to 1982. The overall job-related injury and illness in-
cidence rate has declined steadily since 1979 and is now at its
lowest level since the series began in 1972.

Congressman Wylie, my colleagues and I will be glad to try to
answer any questions you may have.

[The table attached to Ms. Norwood's statement, together with
the press release referred to, follows:]

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-11 ARIMA method X-11
1- method a

Month and year justed Official Concur- Sta(ae Total Roffidia moth mthoed
dat mmren a, extrapa before

dure l~~~~~~~~~ation 1980)

(1) (2) (3) (4) (5) (6) (7) (8) (9)
1982:

October ......................................................... 9.9 10.5 10.5 10.6 10.5 10.3 10.5 10.5 0.3
November...................................................... 10.4 10.7 10.7 10.9 10.7 10.6 10.7 10.8 .3
December...................................................... 10.5 10.8 10.8 11.1 10.9 10.8 10.8 11.1 .3

1983:
January......................................................... 11.4 10.4 10.4 10.2 10.4 10.7 10.4 10.3 .5
February........................................................ 1 1.3 10.4 10.4 10.1 10.4 10.8 10.4 10.3 .7
March........................................................... 10.8 10.3 10.4 10.2 10.3 10.5 10.3 10.3 .3
April.. . . . . . . ...................................................... 10.0 10.2 10.3 10.3 10.4 10.1 10.2 10.2 .3
May .......................... 9.8 10.1 10.3 10.6 10.2 10.0 10.1 10.2 .6
June .......................... 10.2 10.0 10.1 9.9 9.8 10.0 10.0 9.9 .3
July .......................... 9.4 9.5 9.5 9.4 9.3 9.3 9.4 9.3 .2
August.......................................................... 9.2 9.5 9.6 9.4 9.5 9.5 9.5 9.4 .2
September..................................................... 8.8 9.3 9.4 9.2 9.3 9.1 9.3 9.2 .3
October......................................................... 8.4 8.8 8.9 9.0 8.9 8.9 8.9 8.9 .2

Source, U.S. Department of Laoer, Bureau of Laber Statistics, November 1983.
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EXPLANATION Op COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1967 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed by sum-
ming the 4 seasonally adjusted unemployment components and calculating that
total as a percent of the civilian labor force total derived by summing all 12 season-
ally adjusted components. All the seasonally adjusted series are revised at the end
of each year. Extrapolated factors for January-June are computed at the beginning
of each year; extrapolated factors for July-December are computed in the middle of
the year after the June data become available. Each set of 6-month factors are pub-
lished in advance, in the January and July issues, respectively, of Employment and
Earnings.

(3) Concurrent (X-11 ARIMA method).-The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1980 would be based, during 1980, on
the adjustment of data from the period January 1967 through January 1980.

(4) Stable (X-11 ARIMA method).-Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure,
in which total unemployment and civilian labor force levels are extended with
ARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted total
unemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of each
year.

(6) Residual (X-11 ARIMA method).-This is another laternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-
tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seasonally adjusted unemployment level is derived by subtracting
seasonally adjusted employment from seasonally adjusted labor force. The rate is
then computed by taking the derived unemployment level as a percent of the labor
force level. Factors are extrapolated in 6-month intervals and the series revised at
the end of each year.

(7) 12-month extrapolation (X-11 ARIMA method).-This approach is the same as
the official procedure except that the factors are extrapolated in 12-month inter-
vals. The factors for January-December of the current year are computed at the be-
ginning of the year based on data through the preceding year. The values for Janu-
ary through June of the current year are the same as the official values since they
reflect the same factors.

(8) X-11 method (official method before 1980).-The method for computation of the
official procedure is used except that the series are not extended with ARIMA
models and the factors are projected in 12-month intervals. The standard X-11 pro-
gram is used to perform the seasonal adjustment.



120

Methods of Adjustment.-The X-11 ARIMA method was developed at Statistics
Canada by the Seasonal Adjustment and Times Series Staff under the direction of
Estela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12-564E, Feb-
ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method II

Seasonal Adjustment Programi, by Julius Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967).
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THE EMPLOYMENT SITUATION: OCTOBER 1983

Unemployment declined markedly in October and the number of noofarn jobs increased, the
Bureau of La bor Statistics of the U.S. Departaent of Labor reported today. The overall
unemploynent rate, 8.7 per ent, and the rate for civilian workers, 8.8 percent, each fell byabout half a percentage point over the month and were 2 points below last December's
recessionary highs.

The number of persons on nonagricultural poyrolls--an neasured by the monthly survey Ofestablisheantn--rose by 320,000 in October froa the revised September level to 91.1 million.
Over-thenoth advances were particularly strong in construction, durable goods manufacturing,
and services Total civilian employment-n s.eanared by the monthly survey of hous o.lds--as
unchanged in October at 101.9 million. Since last December, both the number of payroll job. and
total civilian employment have risen sharply-by 2.4 and 2.8 million, respectively.

Unemployment (Mounehold Survey Data)

Both the number of unemployed persons and the oaemployment rate fell substantially in
October. After season adjustnent, there were 9.9 million onemployed workers, and the civilianworker unemployment rate was 8.8 percent. Lost December, the jobless total wan 12.0 million and
the civilian worker rate wa 10.8 percent.

The October isprovement occurred primarily among men and women in the prime working agea--25
to 54 yeara old--an rates for both teenagers and young adults were about -nchanged. Adult women
continued to have a noch lower jobless rate than adult men. Black and white workers both shared
in the overall October decline. The rate for blacks fell to 18.1 percent, while that for whites
dropped to 7.7 percent. (See tables A-2, A-3, and A-9.)

Joblessness In those industries which had been hardest hit by the recession--mninig,
conatruction, and nanufacturing--wan substantially reduced in October. The unemployment rate
for workers in mining, which had continued to rise in the early stages of the 1983 recovery,fell to 11.3 percent, while Joblessness among workers in construction and to manufacturing fellto 15.2 and 9. 5 percent, respectively. The latter two rates were at their lowest levels since
the early part of the 1981-82 recession. Unemployment among full-time workers also continued to
decline. (See table A-6.)

Both the number of short-tero unemployed (less then 5 wean) and very long-term unemployed(6 months and over) fell substantially over the month. As a result, both measures of averageduration of unemployment-the mean and the median--were about unchanged at 20.1 and 9.3 wkea,respectively. (See table A-7.) Most of the over-the-month decline occurred usnng joblosers-persons on lay.ff as well as those who had permanently lost their jobs. There as also
a drop it unemployment among persons seeking their first job. (See table A-8.)

After increasing in September, the number of persons working pert time for economic reasons
fell in October by 440,000 to 5.7 million. The reduction occurred shout equally among those whocould not find full-time work and those whose hours had been cut back. (See table A-4.)

Civilian Employment and the labor Force (Household Survey Data)

Following particularly strong sdvaoces during the previous 4 sonths, total civilianemployment ws about unchanged in October, at 101.9 million, seamonally adjusted. Anover-the-month employment gain among persona 25 years and over was offset by a decline among
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youth under 25 years of age. Youth employnent had risen markedly over the summer on a

seasonally adjusted basis.

The civilian labor force, at 111.8 million, was down by 550,000 over the month. Nearly

two-thirds of the decline occurred asong 16 to 24 year olds. The October level was 1.3 million

higher than a year earlier. (See table A-2.)

. - 1 r ol
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Total nonagricoltural payroll employment rose by 320,000 in October, with tao-thirds of the

industries in the BLS isdea of diffusion registering over-the-month increases. At 91.1 million,

seasonally adjusted, the number of payroll jobs was 2.4 million higher than lest December's

recessionary low. In addition to the October increase, there was as unusually large upward

revision in the September estimate (285,000); this occurred largely in retail trade and State

and local government. (See tables b-1 and B-6.)

Table A. Major indicators of labor market activity, seasesonally adjusted

Quarterly average Msonthly data

Category |ept.-
1983FdOLU DATA s ads of 83ocan

III II Ill An * Se t. -1Oct. cm
HOONUOLD DAmA

Labor force 1/.........................
Total empToysent V .................

Civilian labor force ...................
Civilian employment.................
Unemployment ........................

Net in labor force....................
Discouraged workers................

Unemployment rates:
All workers 1/......................
All civilian workers...............

Adult maen.........................
Adult v 5n.......................

Teenagere.........................
White.............................
Black............................
Hispanic origin..................

8TULISS11 DATA

Nenfarm payroll asployMet.............
Goods-producing industries.........
Service-producing industries.

12, 307 112,825 1 13, 849 1 14,063 113,510 -553
101, 283 101,603 103,278 103,245 103,640 103,623 -17
110,629 111,156 112,168 112,261 112,368 111,815 -553
99, 605 99,933 101,598 101,563 101,945 101,928 -17
11 025 11,222 10,571 10,699 10,423 9,886 -537
61 893 62,801 62,281 62,179 62,234 62,965 731

1,638 1,709 1,605 N.A. N.A. N.A. N.A.

9.8
10.0

9.1
8.4

23.9
8.8

19.3
14.4

9.9
10.1
9.4
8.5

23.3
8.8

20.7
14.1

9.3
9.4
8.8
7.9

22.5
8.2

19.5
12.8

9.4
9.5
8.8
8.0

23.0
8.2

20.0
12.9

9.1 8.7 -0.4
9.3 8.8 -0.5
8.7 8.2 -0.5
7.8 7.4 -0.4

21.8 21.6 -0.2
8.1 7.7 -0.4

19.0 18.1 -0.9
13.1 12.3 -0.8

89,3bThovmd f 1 b
89,3161 52 SSl p 8751 7 p 91,073p 320P
23 6 I 23,341 23,832p 23,830 23,9

4
3P 24,167p 224p

65.635 66110I 66. 381p 6,9055 66,810p 66,906p 9
6
p

oure of wmok

Average aeehly hours: 3
Total private Wof&=/ .......... I.......... 34.81 35.0 351,4P 350 35.2p 35.2p Op

Nenufdcturing .......... 39.0 40.1 4 0.4p 40.3 40.
8

p 40.* -0.2p

Hamufacturing overtime . ............. 2.3 2.8 3.lp 3.1 3.3P 3-3p Op

1/ Includes the resdent Armed Forces. N.A.-not available.

p-preilminry.

- 1- f-
srre ar na saw .w .. r '
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Nearly half of the October increase woe in dorable goods oaoofacturIrg, with employaeot in
every indootry rising.. The largest job gains took place it the oajor metals and metal-using
indostrlie. ploy.yment also rose in several of the .oodoroble goods iodostries, particolarly in
apparel and robber and plastics. However, jobs declined to food processig, related to the
drought conditlson emperieored throughoot such of the coontry. Since December, wasufoctoriog
employmeot has increased by oearly 850,000, or sboot 35 percent of the overall payroll Job gain.

Coostroction employment, at 4.1 oillo to October, cootiood the strong growth that has
been coldest since spriog. The over-rh-month increase woo 50,000, and job gains have totaled
330,000 stnce March. Growth also continued in niniog with as October pickop of 10,000.

In the service-prodocing sector, there were employ .eot gains In trade (op 55,000) and it
services (op 100,000). Since Deceaber, the increase in the onuber of jobs to services has
totaled 810,000, while trade has rises by 415,000. There -as a compartitvely sanll decline inState and local goveroment, most of whicb resulted fr=m a teacher's strike.

Weekly hoors (Establtshoest Survey Data)

The average workweek of prodoction or ooo-spervtsory workers so private nonagricoltural
payrolls aso 35.2 hbors, seasonally adjusted, onchasged from September. In mansfactorlog
indamtrtes, weekly hours declined 0.2 boor, following a half-hoot rise in September. Factory
overtie hoors, however, held steady at 3.3 hoors. The workweek fell 1.0 hoor in transportation
eqoipoent (following a gain of 1.7 hoors in Septenber) and 0.6 hoor in testile sill products.Industries with large increases were petrolesm and coal products (0.6 hoor) and primary metals
(O.5 hbor). (See table B-2.)

The ilden of aggregate weekly hoorm of production or nonsupervisory workers rose 0.6 percentto 108.1 (1977-100), reflecting the increase Sn employmeot. The na..facturing Inden advanced
0.8 percent to 92.8, despite none shortening of the workweek; it -s 11.7 percent above last
December's low asd at its highest point mince November 1981. (Sea table B-5.)

hostly and Weekly Earnlngs (Esrabltabegnc Sorvey Data)

Average hoarty and weekly earnings of production or m.on.pertisory workers both increased in
October by 0.6 percent, seasonally adjusted. Prior to seasonal adjastoest, average hoorly
earnings were op 4 cents to $8.15, and average weekly earnings rose $1.42 to $287.70. Stice
last October, average honrly earnings have risen by 36 cents and average weekly earnings by
$17.39. (See table _-3.)

The Hosrly Earnings Indem (Establithment Survey Data)

The Hourly Earnings Ioden (HEI) was 156;8 (1977-100) in October, seasonally adjosted, 0.5
percent higher than in September. For the 12 months ended in October, the imcrease (before
seasonal adjostment) won 4.1 percent. The HEI excludes the effects of two types of changes
unrelated to underlying soge rate ovements--fl-ct-ntiots in overtime in nanufacturing and
interindastry employment shifts. In dollars of constant purchasing power, the HEI increased 1.2
percent dorting the 12-onth period ended in September. (See table 8-4.)

30-462 0-84-9
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Explanatory Note

This news release presents statistics from two major surveys,
the Current Population Survey (household survey) and the
Current Employment Statistics Survey (establishment survey).
The household survey provides the information on the labor
force, total employment. and unemployment that appears in
the A tables, marked HOUSEHOLD DATA. It is a sample
survey of about 60,0l00 households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLLS.

The establishment survey provides the information on the
employment, hours, and earnings of workers on nonag-
ricultural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. This information is collected
from payroll records by atS in cooperation with State agencies.
The sample includes approximately 189,00fl estab-
lislments employing about 36 milion people.

For both surveys. the data for a given month are actually
collected for and relate to a particular week. In the household
survey. unless otherwise indicated, it is the calendar week that
contains the 12th day of the month. which is called the survey
week. In the establishment survey. the reference week is the
pay period including the 12th, which may or may not corres-
pond directly to the calendar week.

The data in this release are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justments and the inevitable variance in results between a
survey of a sample and a census of the entire population. Each
of these factors is explained below.

Corstege, defltloas and dlfferenees between surveys
The sample households in the household survey are selected

so as to reflect the entire civilian noninstitutional population
16 years of age and older. Each person in a household is
Classified as employed, unemployed, or not in the labor force.
Those who hold more than one job am classified according to
the job at which they worked the most hours.

People are classified as employed if they did any work at alt
as paid civilians; worked in their own business or profession or
on their own farm; or worked 15 hours or mom in an enter-
psise operated by a member of their family, whether they were
paid or not. People are also counted as employed if they were
on unpaid leave because of illness. bad weather, disputes be-
tween labor and management, or personal reasons. Members
of the Armed Forces stationed in the United Staes ace also in-
cluded in the employed total.

People are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no employment during the survey week; they were available
for work at that time; and they made specific efforts to find
employment sometime during the prior 4 weeks. Also inchuded
among the unemployed are persons not looking for work
becauoe they were laid off and waiting to be recalled and those
expecting to report to a job within 30 days.

The laborfosce equals the sm of the number employed and
the number unemployed. The anlemployment ease is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Fores). Table A-5 presents a special

grouping of seven measures of unemployment based on vary-
ing definitions of unemoployment and the labor force. The
definitions are provded in the table. The most restrictive
definition yields U-I, and the most comprehensive yields U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household survey. the establishment survey only
counts wage and salary employees whose onmes appear on the
payroll records of nonagricultural firms. As a result, there are
many differences between the two surveys. among which are
the following:

---The household survey, although based on a smaller oam-
ple, reflects a larer segment of the population; the establish-
ment survey exdudes agriculture, the self-employed, umpaid
family workers, privote household workers, and members of
the resident Armed Forces;

----The household survey includes people on unpaid leave
among the employed; the establishment survey does not;

---The household survey is limited to those 16 years of age
and older; the establishment survey is not limited by age;

-The household survey has no duplication of individunls,
because each individual is counted only once; in the establish-
ment survey. employem working at more thun one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

Other oifferences between the two surveys are described in
"Compasing Employment Estimates from Household and
Payroll Surveys." which may be obtained from the Btis upon
request.

Seasonal adjsstment
Over a course of a year the size of the Nation's tubor force

and the levels of employment and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or expanded production, harvests, major
holidays. and the opening and crsing of schools. For esam-
pie, the labor force increases by a large number each June.
when schools close and many young people enter the job
market. The effect of such seasonal variation can be very
large; over the course of a year. for example, seasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.

Because these seasonal events follow a more or less regular
pattero each year. ther influence on statistical trends can be
eliminated by adjusting the statistics from month to month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
school's-out exampte. the large number of people entering the
labor force each June is likely to obscure any other changes
that have taken place since May, making it difficult to deter-
mine if the level of economic activity has risen or declined.
However, because the effect of students finishing school in
previous years is known, the statistics for the current year can
be adjusted to allow for a comparable change. Insofar as the
seasonal adjustment is made correctly, the adjusted figure pro-
Avdes a more useful tool with which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and sen. Statistics for all
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employees, production workers. average veekly hours, and
average hourly earnings include componenrs hased on the
employer's industry. All these statistics can be seasonally ad-
justed either by adjusting the total or by adjusting each of the
components and combining ther. The second procedure
usually yields more accurate information and is therefore
folloved by BLS. For example. the seasonally adjusted fgture
for the labor force is the sum of eight seasonally adjusted
divllinn employment components, plus the resident Armed
Forees total (not adjusted for seasonality). and four seasonally
adjusted unemployment components; the total for unemploy-
mant is the sum of the four unemployment components: and
the overall unemployment rate is derived by dividmg the
resualing estimate of total unemployment by the estimate of
the lIbor force. -

The numerical factors used to make the seasonal ad-
justmnts are recalculated regularly. For the household
sorvey. the factors are calculated for the January-June period
and again for the July-December perod. The January revioun
is applied to data that hare been published over the previos 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the nexs section.

Siampliar ll is bO ty
Statistics based on the household and establishment surveys

are subject to sampling error. that is, the estimate of the
number of people employed and the other entinsates drawn
from these sarVeys probably differ from the figures that wold
be obtained from a complete oewsts even if the same question-
Poits and procedurem were used. In the household survey, the
amount of the differences can be expressed in terms of stan-
dad errors. The numerical value of a standard error depends
upon the site of theeample, the results of the survey and other
factors. However dte numerical raiue is always such that the
chances are 6S out of 100 that an estimate based on the sample
will differ by no more than the standard enror from the resuls
of a complete census. The chances are 90 out of 100 that an
estimate based on the sampl wilt differ by no more than 1.6
times the atandard error from the reoults of a complete census.
At the 90perceent lvel of confidesce-the confidence limis
used by BaL in its analyses-the mme for the monthly change in
total employment i on the order of phw or minu 335.00D: for
total unemployment it is 240,000:; and, for the overall
unemployment rate, it is 0.21 percentage point. These figure
do sot mean that the sample reults are off by these

magnitudes but, rather, that the chances are 900u of lOO that
the 'true" level or rate would not be expected to differ from
the estimates br more than these amounts.

Sampling eron for monthly surveys are reduced when the
data are cumulated for several months, such as quarterly or
annually. Also, asa general rule, the smaller the estimate, the
larter the sampling error. Therefore, relatively speaking, the
estimate of the size of the labor force is subject to less error
than is the estimate of the number unempblyed. And, among
the unemployed. the sampling error for the jobles rate of
adult men, for example, is much sraller than is the error for
the jobless rate of teeagers. Specifrsally, the error on monthbly
change in the jobless rate for mn is .29 percentage point: for
teenages, it is 1.28 percentae points.

In the establishment survey, estimates for the 2 most current
months are based on incomplete retums: for this reason, these
estimates are labeled Preliminary in the tables. When all the
returns in the sample have heen recived, the estimates ame
revised. In other words, data for the month of September are
published in preliminary form in October and November and
in rfnal form in December. To remove errors that build up
over time, a comprehensive count of the employed is con-
duacted each year. The mouls of this survey ame used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes can he
mceasured. The new benchmarks also incorporate changes in
the dassification of industries and alloa for the formation of
new estabishments.

Additkitatastatstls antd other informatosr
In order to provide a broad view of the Nation's employ-

ment situation, BtS regularly publishes a wire variety of dat
in this news release. More comprehensiwe statistics am contain-
ed in E0hploymnenrt and Eanngs, published each month by
tts. It is available for $6.00 per issue or $19.00 per year from
the U.S. Govermmet Printing Office, Washington, D.C.
2202. A check or money order made out to the Supermnten-
dent of Documents must accompany all orders.

Empkonyern and Earnings also provdes approximattions of
the standard error for the household sarvey data published in
this releate. For unemployment and other labor force
categories, the standard eron appear in tables B through I of
it "Explanatory Notes. Measurn of the reliability of the
data drawn from the establishment aurvey and the actual
amounts of revision due to benchmark adjustments am pro.
vided in tables M, 0, P. and Q of that publication.
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Table A.I. Employment status of the poua~n nldn ie ocsIs the United States, by sex
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Table A2. Emplmit Stats of the n _Uon by ex and eg1
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Table A. Employment status of tn etwilen populetion by mce sax, age, and Hipunic atn H O
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Table A4. Selected unemployment Indlcators, seasonally edited
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Table A4. Reason fot unemployment
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Table A 10. Employment status of block and other workers
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Table A-13. Employment otatus of the civlian population for ten large States
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Table BI1. Eonnployeas, an nonagrlcultural payrolls by Industry
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Table B2. Average weekly hours of production or nonsupervisory workers' on prtvate nonagrtcultuurl payrolls by IndOUstr

5.7 .88-8 al7C d _ dd848*88

hd"CZ~~~~~~~~~~~~~~~P 15 I; _
070. 

4
S. 82. 07*. 07. 0108 8418 402. S889 00-

°si1982 38 1983 P 1883 1961 ta8 1983 1983 1983 1983 1 P8

T7 b 34. ............ . . . . . .......... 335.1 .0 3.2 5.2

l3.1.8 ...................... ................... 3 2.7 " " 3.- ' (2) (21 123

C t I8 ................... 37.1 38. 379 37.2 127 (23 (2) (2) (II (2)

md.. . 7 ................80 38 .9 47.1 -0.2 0. 3 40I . 10.0

II.rhn 
3......... . 2 3.9 3 4 .9 330 3.1 3. 3.3

04Ir281nc 2383 33. 2 .3................................ 40.7 41.3 43.3 39 .1 30.2 43.8 49.8 21.4 *1.1

L.r. n.m h rs t. 2 .1 3.1 3.1 9.3 2 1.8 3..0 3..1 s.- 3.4

Lumb nfandwoodp1. ....0....8 . .3 30. 8 8.8 40.4 3'I 87.1 31.1 39.9 40.2 40.4 40.2

FuroIrufim{urO 89 70U8.................... 38.0 *0.1 *0.3 40 .6 37 .3 39.8 39.7 39 .7 *0.1 40.0

08008,clly andQ ...prduct . . ............. 3 3. l -3 12.2 40.3 *1.6 41.7 41.7 42.3 41.8

P7r373m8ym*3333m3u97r
1

.................... 1 37.8 40.8 41.4 41.2 38.2 40.3 40.8 40.9 43.2 61.7

Fabric". .......3 .s 1 39. 1 40.8 41.4 41.4 39.0 40.3 40.7 20.: 41.8 40.3

U-ch' 3897,8818<p788070S .
3. 4upet ii 0i.3 42.0 41.0 j393 40. 40.5°7 *07 41. 4 i 1.2

F.1,1p W1 wumt .......rnI..u . .. . . . ...... 0 41..8 .43 -. 9 42.1

nsru.nsndraf produc.s................ 39. 40 'O . .3 40.8 4 .3 39.6 *3 .1 40.7 0.4 40.8 40 .3

Ellll0n33u4 -d n 4t o .33.0......... | 3.0 03.9 39.9 (17 (2) (2) (27 (2) (2)

82onshr38r, 88
8
... 38.6 39.7 40.2 39.9 39.3 39.6 39.3 39.3 40.0 39.7

ov.7m7339100r.................... 
2.7 3.3 3.9 3.3 0.4 3.0 3.0 3.1 3.1 3.1

bpo79andk378r88070
73

c78.39................... .6 30. 40.1 39.9 39.3 39.8 33.4 33.4 40.0 39.9

Tobaccomanulecluress. . . ................................. . 39.0 37.7 3. . o 358.3 ()1 (2 31 12) ( 2 41 12)

T.47338m13(77081up7
. . .

i 387 40.1 41 4 1.1 38.3 40.7 40.7 20.9 41.3 40.7

Apparell&90078077847Il80odUe4.. . . ...............
. . .

.|33.3 36.4 31.8 38.7 31.1 34.1 39.9 34.2 94.9 36.4

Pap.rundIldpduc9...4.. .1.7 42.8 23.4 43.2 42.7 42.8 42.9 *2.9 43.0 *3.1

PrlntlngandpubII-fldng l. . .. 1............. 0 37.7 39.0 3. 7. 7.7 37.3 37.8 38.0

c~arrrios1-sdfl~aIwsd prPodudccts | 40.9 42.4 42.03 41. 40.8j 40. 41.8 41. 41. 41.9j

RuCoCranbmIm 
3p9asr4cSproduc 39... 39 41 2 4. 4. 21 339 (2) (2) 127 12)

Lt7337 her7md70
8
h4rproduc0l 85.2 ............ . . 93.8 37.3 37.6 37.0 33.4 36.8 37.4 37.2 

37.9 37.3

Tn a1k 0Md pU b t .0......l..I .... 38.8 3.3 39.4 39.4 98.8 38 .9 3 .9 39.63 39.4 39.

Tnoba.... 
3arrdrs9S d.31.81. 301. 3. 1. 1. 7 31.9

Whd mlo.Isnra 
38.9 7......... ..... ..... .. 8.7 38.7 38.7 38.4 38.7 38.6 38.7 38.7 38.6

Aep3185d8 
29.8 30.3 29.9 19.0 29.9 29 .9 29.8 29.7 29 .6 29.9

Flrr.90.,49.I27a8.dnald.
.

38.......... 2 3 36.0 3 - 2) (21 (2) (2) (2) (27

88837088 
32. 3 33.3 32.7 32.7 32.6 72. 3 32.4 30.7 32.8 32.8

2238 e 8328 produclo r~oni N07474 mningo rmd m80rf a004
7
fl2. loconttotlo ml.2 .20883 noFrs wlI80

7
8.280920 d 7)88 .rnn dlru 88880021.r 9 7708787773

w002487 n *o087r40730. 27:7 and oflun pwo)80 .0787 in 7r2738008I00 -d p08330 877877 n838739 70 Irn. 70078.80 3774338 omonrac~p8 N# .n8 Gcops.4f7nta omm

,,: 1d3383......0708*877737887778 7481. .. 788 .778, 237 *2038 1 1 .878 037 8417087 p784II03 4

Th.. 270483.414499703 approomarnrr 74u47h 7377 07Ore 70783 877pIm. o 0900727 p~pr873mI730

m0h8711327Irun 83073138



137

ESTABLISHMENT DATA ESTABLSHMENT DATA

Table Awoag. h ty T _ lop of prdul.on or rIT ton5reortogrict 3 pd

payrolls by lndustry
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Representative WYLIE. Thank you very much, Ms. Norwood. That
is indeed very good news for us this morning.

You have stated before that employment growth in this recovery
has been relatively robust. How does the current increase in total
civilian employment compare with the first 11 months of the other
recoveries? There is a chart over there I think that you might want
to refer to.

Ms. NORWOOD. Yes; as you can see from the chart, it compares
quite favorably. We have had about the same percentage change in
the 11 months of this recovery that we had in 1975-76, 2.8 now and
about 2.9 in 1975-76. That is generally higher than at any time
since 1949-50.

Representative WYLIE. In my own State of Ohio, I notice, refer-
ring to table A-13 in the press release, the drop has been from 11.5
percent in September to 11 percent in October, which is indeed
very good news for us.

Have you any information on forecasts by State as to unemploy-
ment figures? What I have in mind there is, as you know, Ohio is a
State which had unemployment because of declines in the auto-
mobile industry particularly and the steel industry. Do you have
any statistics to indicate what the prognosis might be in those in-
dustries?

Ms. NORWOOD. We do know that autos and rubber manufactur-
ing, both of which are important industries in Ohio, have had em-
ployment increases, and the data for Ohio this month show some
increase in employment.

The steel industry, as we all know, is not showing yet any very
real improvement.

Representative WYLIE. So the situation in Ohio, although it is
good, it's still 2 percentage points above the Nation's unemploy-
ment rate. Is it likely to stay about that figure for the next year or
do you have any way of knowing anything like that? We're looking
for good news.

Ms. NORWOOD. I would hope not, Congressman, but I really have
no way of knowing. As I'm sure you're aware, the estimates for in-
dividual States are made from much smaller samples than for the
Nation as a whole and it takes a much larger change for it to be
statistically significant.

So I think we need some more months to really see where that is
going.

Representative WYLIE. I'm also on the Veterans' Affairs Commit-
tee and we have various veterans' groups come before us to testify
on a regular basis expressing concern about veterans and their
ability to find employment, especially Vietnam era veterans.

Do you have any statistics to indicate how veterans are doing
during this recovery period compared to adult males as a whole?

Ms. NORWOOD. We do have data on veterans, Congressman. We
do find some problem sometimes in interpreting them since we are
using definitions given to us by the Veterans' Administration for
Vietnam era veterans and as we get further away from that period
the definition becomes a little bit less relevant.

But I'd like to ask Mr. Plewes to tell you about this.
Mr. PLEWES. Congressman, I think that the group that we prob-

ably want to look at is those who are 25 to 39 years old. That's the

30-462 0-84-10
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bulk of the Vietnam era veterans. We compare them with nonvet-
erans in the same age group.

Over the last year-that is from October 1982 to this October-
the rate for this group of veterans dropped from 9.1 percent to 7.4
percent. Their rate continues to be about the same now as the non-
veterans' rate, which moved down from 9.2 to 7.3 percent over the
year. Some of the older group veterans in fact do better than the
nonveterans. For example, the group that's 35 to 39 years old, who
generally have been out of the military for some time had an un-
employment rate in October of 5.9 percent, whereas the nonveter-
ans had an unemployment rate of 6.5 percent. So time seems to
also improve their chances.

Representative WYLIE. So we have a reason to be optimistic as
far as veterans are concerned?

Mr. PLEwEs. We certainly hope so.
Representative WYLIE. Thank you.
From your experience, Ms. Norwood, as a labor market analyst,

can you give the committee your best estimate of the annual rate
of growth or real GNP that is needed to bring the unemployment
rates down another percentage point?

The reason I think that's a good question is because Chairman
Volcker was before the Joint Economic Committee and he indicat-
ed that economic growth is increasing at a better figure than was
first estimated. It was first estimated back in January that gross
national product would increase by about 4 percent, and he now
says for this year it will increase about 5 percent, which could
result in a reduction in the deficit and an increase in revenues.

How does that translate into the unemployment?
Ms. NORWOOD. Clearly, if GNP goes up, we would expect as pro-

duction increases that there would be increases in employment. I
think we have seen over the last 11 months some strong employ-
ment growth. That has occurred, of course, at the same time as we
have had this extraordinary increase in output.

I do not believe that the relationship of GNP to employment or
to unemployment is very easily discernible and I would be reluc-
tant to come up with some pat formula based upon the past.

We have, as you know, some considerable structural change
going on in the economy and there is growth in some of the more
sophisticated services sector industries. There is a long-term gener-
al structural decline in some of our smokestack industries, and I
am inclined to think that the relationships of the past should be
looked at with great care; they may not continue in the future.

So that's about all I would like to say about that, I'm afraid.
Representative WYLIE. I understand that retail sales are up. Ap-

parently there are some early Christmas shoppers out there. Is
that the fact?

Ms. NORWOOD. Yes. I've noted that. The retail sales data do look
quite good. We have had an increase in retail sales employment in
October. I believe I did point out to the committee last month that
I thought that in the month of September there might be some
slight correction in the retail trade figures. That has occurred as
we got in more data to adjust the preliminary figures. The retail
trade figures have been adjusted upward for the month of Septem-
ber and they have continued to increase in October.
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Representative WYLIE. We're glad you're the bearer of good tid-
ings this morning.

Congressman Lungren.
Representative LUNGREN. Thank you, Congressman.
Madam Commissioner, what was the change in civilian employ-

ment growth on a percentage basis in the 1975-76 recovery? As I
understand it, you make the measurement from the trough of the
recovery and extend it through 11 months and then make a similar
measurement for the current recovery.

Ms. NORWOOD. The growth in total civilian employment from the
household survey was 2.9 percent from March 1975 to February
1976 and it's 2.8 percent from November 1982 to October 1983.

Representative LUNGREN. In a recent article by Mr. Robert Sa-
muelson that appeared in one of the newspapers, I think it was
back home, caused me a little concern. Although I don't claim to be
an expert on this, sitting through these employment hearings on a
monthly basis I think I'm at least as well informed as other Members
of Congress on it. Furthermore, I had thought you had given us a
pretty good idea that the household survey and the establishment
survey are basically two different methodologies for attempting to
look at the same phenomena, one sort of acts as a check against the
other. As long as you can see some consistent patterns they allow us
to see if in fact we're gauging what is happening.

But in that article it suggested that there was an overstatement
of employment growth in the household survey, meaning that the
real rate of unemployment was much higher than indicated by the
Bureau of Labor Statistics. And the statement appeared in that ar-
ticle, "The statistics from the payroll survey imply a September
unemployment rate of 10.2 percent, not the 9.3 percent reported."

As you can imagine, in trying to explain that to constituents and
other interested people back home, it put me in a bit of a bind.
And so I'm soliciting your assistance in trying to interpret this ap-
parent discrepancy or discrepancy that was pointed to, not just in
this article but also by others who have questioned it as well.

Could you comment on that, please?
Ms. NORWOOD. Yes, I would be delighted to. I think Mr. Samuel-

son was right about one part of the discussion in his article, and
that was that there was until this month what appeared to be a
discrepancy between the payroll employment figures and the
household employment figures of a million.

Now all of that million was not a discrepancy. There are differ-
ences in definition between the household survey and the establish-
ment survey. The establishment survey is based on payrolls. It is
nonagricultural only. The household survey includes agriculture; it
includes self-employed people; it includes people who are on unpaid
absences from their jobs who would not be on the payrolls. It in-
cludes private household workers. So we expect that there will be
differences between those two surveys.

But Mr. Samuelson was quite right that for several months
during the recession the two series were not tracking very well. I
do not agree with his analysis that the unemployment rate was un-
derstated.
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I think one needs to understand that in the household survey we
estimate employment as a separate, discrete item and then there is
an estimation of unemployment. The labor force is actually the two
added together, employment and unemployment, which gives us
the labor force. The labor force is not estimated separately.

People are asked about their activity in a whole battery of ques-
tions about employment before they get to unemployment. If em-
ployment were overstated-and I believe it was and I've said so in
my statement today. I've said before that I believe there was some
overstatement in the household survey of employment because it
tends to move in sharp changes from 1 month to the next. But over
a longer period of time, as in any sample survey that is a good one,
it tends to correct itself.

If employment had been overstated and were corrected, then
those people who were not in employment would show up not in
unemployment but would decrease the size of the labor force, and I
think that's part of what happened in October.

We had in the data we released this morning relatively un-
changed employment in the household survey and we had a drop in
the labor force of 550,000. Now a good part of that drop in the
labor force was the correction of this overstatement of employment
and had nothing to do with unemployment.

I think had we had this happening in two separate months, it
might have been a little bit easier to understand. We had in the
first place some correction-I don't know exactly how much, but
we had some correction for the overstatement of the employment
which showed up in a reduction in the labor force. And one could
say if nothing else had happened it would have shown up as a de-
cline in total employment.

But at the same time, the labor market was improving, and so
we had a decline in unemployment and many of the people who
left unemployment found jobs, so you had an increase in employ-
ment. And these two employment occurrences in a sense, offset
each other.

Representative LUNGREN. If I could paraphrase what you have
been telling us all along as we looked at these various figures, it is
that they are two separate means of trying to look at the same
phenomena and you have cautioned that one may go slightly off
one way or the other, but by tracking both of them we are able to
establish trends; is that correct?

Ms. NORWOOD. I think that's right, and I would underscore my
view that our having two totally independent surveys of essentially
the same phenomena is tremendously important because we can
get a better handle on employment developments.

You know, there is no absolute perfection in any statistic. In the
payroll survey, we go out actually to payroll records; in the house-
hold survey, people are asked questions. So we are able to look at
these two, and they are both showing strong growth during this re-
covery period. I think that's very important.

Representative LUNGREN. That's the bottom line. Thank you.
Representative WYLIE. Representative Mitchell.
Representative MITCHELL. Thank you, Congressman, and good

morning, Ms. Norwood and so forth.
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Only a knave or fool would be displeased by the drop in unem-
ployment and I hope that I'm neither, but I do want to try to keep
the unemployment problem in perspective.

There are presently 9.9 million people unemployed?
Ms. NORWOOD. Yes, sir.
Representative MITCHELL. Does that include the part-time work-

ers who are not part time by their own choosing, but involuntarily
unemployed.

Ms. NORWOOD. No, it does not.
Representative MITCHELL. So we would add 5.7 million persons,

right?
Ms. NORWOOD. Yes, that's right, if you wanted to do that.
Representative MITCHELL. That puts the number of unemployed

at about 15.6 million; is that correct?
Ms. NORWOOD. Well, if you add 9.9 and 5.7, yes.
Representative MITCHELL. And then, are we counting the discour-

aged workers?
Ms. NORWOOD. They are not counted in the unemployment rate.
Representative MITCHELL. What is the number of discouraged

workers?
Ms. NORWOOD. Well, for the third quarter of 1983, it was 1.6 mil-

lion.
Representative MITCHELL. 1.6 million. So, despite the prattle, the

euphoric prattle about the drop in unemployment, we are still deal-
ing with the harsh reality of some 17.2 million Americans out of
work or on part-time work involuntarily. Is that accurate?

Ms. NORWOOD. Your figures add up, yes. I think that it is certain-
ly true that there are many people who would like to have full-
time jobs who do not have them.

Representative MITCHELL. 5.7 million.
Ms. NORWOOD. Yes, that's true. That's down, of course, consider-

ably during this recovery period. It's also true that many people
tell us that they are not in the labor force at all, that they are not
engaging in job search because they believe no job would be availa-
ble, and those are the discouraged workers.

Representative MITCHELL. So that adds up to my 17.2 million
American citizens. I wanted to make that calculation because I
think we've got to keep things in perspective. When we wax eu-
phoric about a drop in unemployment-and there has been a drop
in unemployment-it's almost the same as if we're saying that
there's been a drop in the crime rate and only 4,000 people were
murdered, as if 4,000 murders didn't count. It's almost the same as
if we're saying, well, Americans' health has improved, only 8,000
people died of cancer last year, a drop of 1,000.

So whatever else we do, we've got to keep the problem in its
proper perspective.

What disturbs me the most is that when we go off on tangents
about the drop in unemployment we're talking about social Dar-
winism philosophy that dominated this country at the turn of the
century, survive somehow, the fit will survive. And while we're
talking about 17.2 million people who want full-time work, and
would like to work, our Government sits by and does absolutely
nothing, depending exclusively on the private sector to generate
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jobs. I think that is a serious mistake. I think we're going to pay a
penalty for that.

I think each month, each 2 months, each 3 months, that we keep
17.2 million people who want to work out of work, we seriously
erode the work ethic in a number of those people and that work
ethic is an integral part, it seems to me, of the Judeo-Christian
ethic and the Protestant ethic, which dominates this country.

You report that the total civilian employment rate did not grow
in October. The size of the labor force declined by 550,000 people.

Does this mean that the October reduction in unemployment pri-
marily reflects people withdrawing from the labor force as opposed
to people finding jobs?

Ms. NORWOOD. I do not believe so.
Representative MITcHELL. You think it is a matter of more of

them finding jobs?
Ms. NORWOOD. I think it's clear that the decline in unemploy-

ment has been accompanied by strong employment growth. One
can see that in several ways. First, as I indicated earlier, we did
believe-and we have discussed this many, many times-that the
total employment figures in the household survey may have been
somewhat overstated and that at some time in the future there
would be a statistical correction of that. When that happened, em-
ployment would decline; the total employment would be lower be-
cause it was overstated, and the labor force would also be lower.

So that is the statistical issue. But more important, there is a
very strong showing in the establishment survey, as payroll jobs
have grown by 320,000. There is strong growth in all the durable
manufacturing industries and in the services industry.

Second, when we look beneath the overall numbers in the house-
hold survey-and we should always look at the disaggregated
data-we find that the employment situation for workers 25 years
and over has improved. There has been an increase in employment
of that group.

There's also a drop of a quarter of a million or so in part time for
economic reasons and a drop in long-term unemployed. There also
is a drop in the number of people who were unemployed because
they had lost their last jobs in October.

So, putting all of that together, I think what we have had is a
drop in unemployment and an increase in employment.

Representative MITCHELL. All right. Thank you.
Now let's talk about the group whose unemployment rate has

been and continues to be a national disgrace, and that is the black
unemployment rate.

You indicate that the jobless rate for blacks fell by almost 2 per-
cent, which is not terribly exciting to me. It still leaves black un-
employment at 18.1 percent, still close to one out of every five.

This drop that occurred, was it widespread? Was it across the
board in the black community? Was the drop for both black adults
and black youth? Is it also evidence of any sustained improvement
in the employment situation for blacks and other minorities?

Let's do the first one. This 2 percent, is that across the board,
equally distributed?

Ms. NORWOOD. In the 2 months really, September and October, it
is generally widespread among the various groups of blacks.
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Representative MITCHELL. So if we broke it out by category, we
might say that if we had a 2-percent drop and it's pretty wide-
spread, that would mean a 2-percent drop in black youth unem-
ployment, maybe bringing it down to about 48 percent, again a na-
tional disgrace.

Ms. NORWOOD. Yes, sir.
Representative MITCHELL. Do you have time to answer the other

part of my question? Does the drop in unemployment, in your opin-
ion, reflect any sustained improvement in the employment situa-
tion for minorities?

Ms. NORWOOD. We certainly hope that it does. There is some evi-
dence that there has been in the last 11 months, particularly in the
last couple of months, some increase in employment of black work-
ers. It is still not enough obviously to bring that rate down further.
Their employment-population ratios are still considerably below
the levels for the white population and I think for our minority
groups we really need to look at the employment-population ratio
as well as the unemployment rate.

Representative MITCHELL. Thank you. The ratio doesn't surprise
me. That has persisted for almost 35 years. My time is up.

Representative WYLIE. Thank you very much.
Representative MITCHELL. I do have some additional questions.
Representative WYLIE. All right. We're in a vote situation, if you

want to go over and vote.
Representative MITCHELL. What is the purpose of the vote?
Representative WYLIE. On approval of the journal.
Representative MITCHELL. It's foolish. I won't bother to go over to

vote.
Representative WYLIE. All right. We're all in agreement that the

unemployment rate is still too high. Any unemployment rate, I
suppose, is too high. And we could find reason to be pessimistic if
the unemployment rate were down to 3 or 2 percent. The fact re-
mains that, as you indicated, the economic recovery which we're in
now has been accompanied by strong employment growth, which
you have pointed out, and we can see from the chart which I point-
ed to a little earlier that more Americans have found jobs in the
last 11 months than at any time at the same stage in any economic
recovery since 1950.

So it seems to me as if we do have reason to be optimistic.
Congresswoman Snowe is going to come back from the floor after

her vote and she wants to ask a few questions. Congressman Mitch-
ell, if you're not going for the vote, I will leave you in charge for a
little bit and I'll go and make the vote and come back, if that's all
right.

Representative MITCHELL. That might be a serious mistake.
Representative WYLIE. Well, I'm going to take the chance.

[Laughter.]
Representative MITCHELL [presiding]. Ms. Norwood, I do have sev-

eral other questions which I want to raise with you.
The seasonally adjusted unemployment rate is 9.9 million, and

without the seasonal adjustment, what is the figure?
Ms. NORWOOD. The figure is 9.4 million.
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Representative MITCHELL. Now let's go back to the involuntary
part-time workers. We agree that that figure is about 5.7 million,
which is down from last month?

Ms. NORWOOD. Yes, sir.
Representative MITCHELL. But as you look over past recoveries

and at this point in the economic recovery, how do you explain the
fact that so many people who want to work full time have to settle
for part-time work? The 5.7 million who want full-time jobs must
settle for part-time work, and they're talking about an enormous
"recovery. How do you explain that fact?

Ms. NORWOOD. Well, I think that we have had strong employ-
ment growth. We have also, of course, had an increase in the work-
ing-age population and we have also had an increase over the years
in labor force participation. So we have more people who are look-
ing for work.

Representative MITCHELL. But that flies in the face of the state-
ments made by the President and his administration that more
jobs are being created than ever before and therefore we ought to
be able to absorb that increase and not force people to work part
time.

Ms. NORWOOD. No; it's a different point, really. The labor force
tends to increase over time and therefore we need, as a country, to
create more jobs just in order to stand still.

I just came back from a meeting in Paris of an OECD Working
Party on Employment and Unemployment Statistics, and in look-
ing at the situation in Europe, one of the things that is really wor-
rying them a great deal is their inability to create jobs. They are
looking to the United States to see what it is that made it possible
in the 1970's to create about 20 million jobs. Even now in this re-
covery we seem to be increasing jobs, whereas in Europe that is not
yet occurring.

Representative MITCHELL. You say the rate of increase in new
jobs is not sufficiently great to permit involuntary part-time work-
ers to get full-time work. It's just a sort of standstill, a holdoff.

Ms. NORWOOD. I think that what we need to look at is, first,
people who are engaging in job search. We still have 9.9 million
people who want jobs who don't have any jobs. Now that's much
less than we had before, but it is a sizable number.

You pointed to the people who are working part time who have
some work but who would like more work. That's another group.
It's somewhat different, I think, from the group who is fully unem-
ployed. Then there are, as you pointed out, the discouraged work-
ers.

Representative MITCHELL. All right. I recently purchased a pair
of American-made shoes. I went to the store to purchase the shoes
and there were the Christmas trees and indeed there was a rather
emaciated-looking Santa Claus over in one section of the store. I'm
assuming that the Christmas shopping started a little earlier, at
least the preparation for it has started a little earlier.

Do the October figures reflect whether employers have begun
hiring for the Christmas season?

Ms. NORWOOD. There seems to be some evidence that in the
retail trade sector there is some increase in sales and therefore
some increase in employment. Of course, that should be taken ac-
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count of through our seasonal adjustment process so that weshouldn't see a big bulge. On the other hand, as you and I haveoften discussed, seasonal adjustment is not a perfect art and so wemay see some of it.
Representative MITCHELL. You're quite right. The seasonal ad-justment factors heavily influence the experience of recent years.During the last couple of Christmases we were mired deeply in arecession/depression.
If we're talking about a seasonal adjustment based upon a situa-tion almost significantly different from the past 2 years, will thatseasonal adjustment really be reliable, say in the retail tradesector?
Ms. NORWOOD. I hope so. We have processes which put weight onthe more recent periods but which take account of other develop-ments. If we look at the not seasonally adjusted data for retailtrade, we find that over the year it has gone up considerably andthat it has gone up some since the summer before seasonal adjust-ment.
Representative MrrCHELL. Before?
Ms. NORWOOD. Yes. That's one reason why we publish both sea-sonally adjusted and unadjusted data, so people can use both sets ofdata.
Representative MrrCHELL. But am I safe in assuming that be-cause of the state of the retail industry in the last couple of Christ-mases the seasonal adjustment might be less reliable than it hasbeen in the past? Would that be a reasonable assumption to make?Ms. NORWOOD. Yes; I think so. It could be exaggerated whichmight mean that it would overcorrect.
Representative MITCHELL. Mr. Plewes.
Mr. PLEWES. That's actually correct. We may indeed have ahigher level of employment than otherwise would be expected be-cause we have a lower expectation, and thus a smaller adjustmentfactor--
Ms. NORWOOD. For retail trade.
Mr. PLEwEs. For retail trade.
Ms. NORWOOD. Which, of course, is a fairly small group, about 15million people.
Representative MITCHELL. Each time we're taking a little bit ofthe luster off in terms of the drop in unemployment, just a smid-geon.
Ms. NORWOOD. I don't think it's a question of luster. I think whatwe're trying to do, Congressman Mitchell, is to understand a com-prehensive body of data that we have put out. There are many,many evidences of improvement, but we're not there yet. We stillhave high unemployment rates. We still have almost 10 millionpeople who are without jobs. We still have problems, particularly Ithink in the minority area.
So I think it's all there, but when we look at this from month tomonth we ought to look at what has happened, and I think therehas been considerable improvement.
Representative MrrCHELL. All right. I have one question andmaybe if the other members are not back by that time we can stopand have a bloody mary or something.
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Accordingly to your report, the number of long-term unemployed
declined for the very first time in several months, and we are
happy about that. Despite that, the long-term unemployed figure
remains at 2.25 million people, or 22.8 percent of the present job-
less people are long-term unemployed. They've been without work
for 6 months.

I know that you don't like to make predictions, but I think I'm
safe in asking you this question.

What are the prospects that these people will find jobs in the
same field that are comparable, in terms of pay, to the ones that
they lost after such lengthy spells of unemployment? Is anyone
doing any research? Are there studies from previous recessions
that would indicate the extent of earnings lost that can occur in a
situation like this?

Let me make one other statement. That's my question. On the
way over, one of the police officers said to me, "Yes, they say
things are getting better and maybe they are, but a whole lot of
people haven't even gotten out of the debt they incurred when they
were unemployed." And that's the kind of thinking that's behind
my question, not only did heavy indebtedness incur, but what are
the prospects for future employment? Will these people be shocked,
in your opinion, in the near future because they cannot obtain
comparable work in job field and pay? That's the long-term unem-
ployed. That's the 2.25 million people. That's the 22.8 percent of
persons of the total jobless rate.

Ms. NORWOOD. I think you're quite right that this is a group that
has the most difficulty in the labor market. They do need help, and
there are a variety of programs, as I understand it, which the ad-
ministration and the Congress have determined should be used for
job training and so on.

There are really several groups of people who are unemployed
and I think it's very important for us to distinguish among them.

Representative MITCHELL. May I interrupt you for just a
moment, which is something I don't generally do, but I'm really
concerned about that long-term unemployed group.

The question I want answered is, What are their prospects for re-
turning to work comparable in nature and comparable in wage? If
you'll answer that, then I'll be delighted to hear about the other
categories.

Ms. NORWOOD. Well, obviously, the longer they are unemployed,
the less chance there is for them to get back to the particular jobs
that they had before. I think that's quite clear.

Also, we know that among the long-term unemployed is a larger
percentage of people who have a harder time in the labor mar-
kets-minorities, women, youth, and so on.

So I think you're quite right in saying that this is a group that
needs help. There's no question about that.

Representative MITCHELL. I'm not honestly sure you answered
my question, but that's all right.

Ms. NORWOOD. Well, I think I did. I said you are right, I think,
that the longer one is unemployed-and this is the long-term un-
employed group-the harder it is to go back to the kind of job and
the kind of salary and wages they had.
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Representative MrrcHELL. And the prospect of returning to jobs
comparable in nature and wages is not very good the longer they
are unemployed; is that correct?

Ms. NORWOOD. Certainly. The longer one is unemployed and look-
ing for work, the more difficult it becomes.

Representative MrrCHELL. Thank you for putting up with an iras-
cible old man's questions.

Ms. NORWOOD. It's always a pleasure.
Representative WYLIE [presiding]. Congresswoman Snowe.
Representative SNOWE. Ms. Norwood, with the expansion in the

economy and with an expanding recovery as well, could you tell us
the nature and the composition of the discouraged workers, how
many there are, and how many we could expect to attempt to
reenter the work force?

Ms. NORWOOD. We measure discouraged workers once a quarter
and so I have data for the last quarter, the third quarter of 1983.
There were at that time about 1.6 million. Women and blacks are
disproportionately represented among the discouraged workers.

Discouragement is really a state of mind and at times it's diffi-
cult to measure. The people who are measured as discouraged are
those who tell us in the survey that they are not working, that
they are available for work but that they are not looking for work
because they believe no jobs are available. They are not engaged in
any job search activity and for that reason we do not count them
among the unemployed.

It is really very difficult to measure a state of mind of that kind
with precision. Clearly, there are a lot of discouraged workers out
there and I think we can expect that as the months go on many of
them will come back into the labor force.

Representative SNOWE. So do you have any expectation that that
would certainly impact on the unemployment rate, that it either
remains static or has virtually no decline in the unemployment
rate?

Ms. NORWOOD. Well, the larger the labor force, of course, the
harder the economy has to work to create jobs to take care of
them. So we have so far had, I believe, a rather slow labor force
growth compared to prior situations, and there may be reasons for
that.

We have fewer teenagers in the population and so our labor force
should reflect the dropoff in the number of teenagers coming into
the labor force.

The very strong rapid growth of female participation rates in the
1960's and 1970's will probably slow down. I happen to believe that
it- will continue to grow, but it will certainly not grow at the rates
of increase that we've had before.

So if we take that, I think it will be probably several months
before we can see really what is happening. We had a growth of 1.3
million in the labor force over the last year, from October to Octo-
ber, and that's a bit lower than we would expect.

Representative SNOWE. Can you review the key industries which
are still short of their prerecession employment levels and has
there been any improvement in them over the past several
months?
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Ms. NORWOOD. Of course, there is the whole metals group, par-
ticularly steel, which is still very far below the prerecession level.
Machinery is still quite low and things like instruments, food man-
ufacturing, tobacco, and textile products, apparel products, paper
products, chemicals, and petroleum. Some of these are industries
which were not hit by the recession until toward the end of the
period and so they haven't quite had much chance to turn around.
But others, particularly in durable manufacturing, are industries
which have been some declines over a longer period of time.

Representative SNOWE. So there isn't anything unusual about
the slow growth in these particular industries as the unemploy-
ment rate improves? Do you see anything unusual about these in-
dustries?

Ms. NORWOOD. I don't know that I would characterize it as un-
usual, but I think there is a change going on and the change that's
going on is that there are some industries which are since the late
1970 s declining. There is a structural change of that kind.

There are other industries, like the services industry, which are
really increasing employment rapidly and increasing employment
even during the recession.

Representative SNOWE. What about the auto industry?
Ms. NORWOOD. With 806,000 persons employed in October, the

auto industry is now pretty much where it was, in terms of employ-
ment, in June of 1981, when the level was 825,000. So it's not quite
up there, but almost, in terms of employment. It is, of course, far
below the peak levels of employment in 1979.

Representative SNOWE. And what would that be?
Ms. NORWOOD. That was about 240,000 more than we have em-

ployed now.
Representative SNOWE. Are there any figures on the overtime

schedules?
Mr. PLEWES. Our latest count is that we have 18 auto plants on

overtime.
Representative SNOWE. Finally, can you tell us anything about

the indicators of average workweek in overtime and could you tell
us something about the state of the economy as a whole and what
is the significance of the October data concerning overtime and the
added workweek?

Ms. NORWOOD. The manufacturing workweek has always been
considered a leading indicator and for many months during this re-
covery we had increases steadily each month in working hours and
sometimes in overtime. Last month we had an increase in factory
hours of five-tenths of an hour, half an hour, which is very large.
This month, factory hours declined two-tenths. That's not an un-
usual kind of juxtaposition.

I think what has been happening is that employers have been
very reluctant to add to their work forces. We've had a lot of bank-
ruptcies and we've had a lot of problems with cost situations, and
so, I think that employers have been attempting to develop in-
creased productivity, increased efficiency, and are waiting to be
certain that the orders are really there before adding people to
their payroll. So they've added hours first.

There seems to be some evidence now, when we compare the
hours of work with the employment growth, that perhaps they are
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now beginning to add more workers to their payroll. But I thinkwe'll need some more months to see.
Representative SNOWE. Thank you, Ms. Norwood. Thank you,Congressman Wylie.
Representative WYLIE. Thank you very much, Representative

Snowe.
Ms. Norwood, you may not be able to answer this question withcertainty or finality, but if you could give us a guesstimate I thinkwe'd all be glad to have it.
Now that the recovery is fully underway apparently and cyclicalunemployment is coming down, what do we have to look forward toas a bottom line on unemployment after a couple more years ofeconomic growth, and as we approach full employment, where willunemployment be?
What I'm really asking is, is there a normal rate of unemploy-ment? Will we ever see 6 percent again or 5 percent?
Ms. NORWOOD. Well, there probably is a normal rate, but I don'tknow what it is. The way I'd like to answer that question, if Imight, is to say that I really think we need to look at the pool ofpeople who are unemployed by separating out the different groups.The United States has a labor market that is really quite dynam-ic. People move through it. They move into employment, get a job,they leave a job, they lose a job, they go into unemployment, theygo out of the labor force, they come back into the labor force. Thereis always a great deal of churning going on.
What is really important is to separate out those people in someway who will help themselves, who will find jobs, and those peoplewho really need help. That latter group can then be separated intotwo groups; those people who are essentially self-starters who, ifthere are opportunities, would select themselves to make use ofthose opportunities; and then those people who really need a greatdeal of basic help.
And we have all kinds in this pool of unemployed.
Representative WYLIE. Well, you didn't indicate what youthought a guesstimate might be of what our natural rate of unem-ployment might be.
Ms. NORWOOD. No; I didn't.
Representative WYLIE. OK. I guess that's about as far as I'mgoing to get on that one.
Ms. NORWOOD. I'd be glad to submit for the record, Congressman

Wylie, a review that the Bureau of Labor Statistics staff did a fewyears ago reviewing all of the different estimates of the so-calledfull employment-unemployment rate or the non-inflationary-unem-
ployment rate.

Representative WYLIE. I'll ask unanimous consent that that besubmitted for the record.
[The information referred to follows:]
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What is a current equivalent to
unemployment rates of the past?
The results of various attempts to quantif
how much changes in the labor force,
unemployment insurance, and minimum wages
have affected unemployment rates are reasonably close;
but no total effect on jobless rates can be determined

JOSEPH ANTOS, WESLEY MELLOW,
AND JACK E. TRiPLErr

The economic recovery which began in 1975
focused attention once more on the "full employ-
ment" target for U.S. macroeconomic policy.
During the mid-1950's, economists generally be-
lieved that when 3 percent of the labor force was
unemployed the economy had used up the slack in
resources and further stimulation would risk
breeding inflation. By the early 1960's, the general-
ly accepted full employment goal was changed to 4
percent on the belief that this figure represented
"frictional" unemployment, and thus the practical
minimum level of unemployment that could be
reached with conventional fiscal and monetary
policy. Recently, however, a number of economists
have argued that various changes in the economy
have pushed the "full-employment unemployment
rate" to values higher than the traditional 4
percent.

A number of articles have appeared which have
attempted to quantify the effects on the unemploy-
ment rate of one or more of the economic changes
which have occurred over the past 15 or 20 years.
We have surveyed the major articles on this
subject, and review their findings and methodolo-
gies in this article. Before going into this analysis,
the following interpretive points must be made.

Joseph Ato. .od W.y Metiosore - o-or-iU ,o the Offc of

R..eoe M e.thod .dt SWtodoed,, Bo U of Labor Sitiotie. Jl k E.
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1. Computing the current unemployment rate
that is comparable to (say) a 4-percent rate I S or 20
years ago is not the same thing as determining the
noninflationary rate in today's economy, even if 4
percent was the noninflationary rate in the earlier
period. The reason is that inflation depends on a
number of factors in addition to the wage-cost
pressures embodied in traditional Phillips curve
analysis, including pressures on capacity (which
may generate upward movement in nonlabor
costs), external shocks (such as energy or agricul-
tural shortages), and inflationary expectations. If
decisionmakers, buyers, and so forth, build into
contracts, purchase orders, and other decisions
some expected inflation rate, then the unemploy-
ment rate corresponding to price stability will be
higher than it would be if inflationary expectations
were absent. Thus the noninflationary unemploy-
ment rate will shift with changes in expectations
(as well as the other factors mentioned above);
accordingly, one cannot determine the non-
inflationary unemployment rate solely from analy-
sis of labor market effects. Some recent literature
acknowledges this point by speaking of the full-
employment unemployment rate as the rate which
will not accelerate the rate of inflation.

2. In the absence of a comprehensive, integrated
study of the comparability question, it is necessary
to combine the results of independent studies on
factors such as changes in labor force composition,
unemployment insurance, minimum wages, and so

U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
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forth. Interaction effects, however, cause seriou
analytic problems. There are two categories a
these effects:

First, there are interactions among the variable
studied (as, for example, when a change in a socia
or governmental program also influences labo
force composition, and separate estimates are
computed for the impact on unemployment of thi
program change and the change in the composi-
tion of the labor force). In these cases, the whole
may not be equal to the sum of the separately
estimated effects.

Second, there are interactions between the
variables studied and cyclical unemployment.
Several of the factors discussed later in this article
have a greater impact on the unemployment rate at
less than full employment than they do at full
employment. In these cases, finding the 1979
unemployment rate that is comparable to a 4-
percent rate in earlier years is not the same thing as
accounting for changes in the actual rates between
those dates.

Unfortunately, it is seldom possible to extricate
interaction effects from existing studies. In the
absence of a research design that would account
for interaction effects, we have grave reservations
about adding up individual estimates obtained
from independent studies in the attempt to
compute a point estimate of a current unemploy-
ment rate which would be comparable to those of
some past period. We believe the combined totalwould be considerably less accurate than the
degree of accuracy the components would suggest.

3. Many relevant studies were not set up topermit translation of results into effects on the
unemployment rate. For example, Edward Gram-
lich's minimum wage study, discussed later, esti-
mates employment elasticities (to changes in the
minimum) not estimates of effects on the unem-
ployment rate. Accordingly, results of some studies
on relevant variables were not incorporated in this
article. In addition, some factors mentioned invarious studies as contributing to the noncompara-
bility question have not been analyzed in such away as to permit their survey here.

Labor force composition effects
Conceptual and methodological considerations. Com-
positional effects have frequently been estimated
by computing "weighted" unemployment rates;
that is, applying the labor force proportions of
some base period to the actual unemployment
rates of various demographic groups in the
comparison period. Such weighting exercises have
been carried out by, among others, the Council of

s Economic Advisers, Phillip Cagan, and Paul 0.*f Flaim.' All the researchers used age-sex demo-
graphic groups, and Flaim included race as well.

sResults of the computations differ because of timespans covered and also because of varying degrees
rof disaggregation (from 10 demographic groups inCagan's computation to 22 groups in Flaim's).

Perhaps of more importance, however, the results; were originally reported on different bases, be-
cause researchers have made different decisionswith respect to the interaction term inherent in a
weighted unemployment rate analysis.

eTo clarify this poit, consider the following
definition. The change in the overall unemploy-

ement rate between some initial base year (b) and
some other year (t) IS composed of the factors inIthe following expression:

(t) Ci-U w~j al uw)

or (la) U- 2wj^u^^^~)

dwhere it and L are overall unemployment ratesw, is the labor force proportion of the ithdemographic group, u is the unemployment rate
for that same group, and a indicates the change inthe appropriate variable between periods b and t.
Of course, the two unemployment rates UL and L5
are defined by:

(2)

tJ'-Xm,,ij
In most of the literature on this subject, the
"weighted" unemployment rate that has been
computed to analyze the compositional question
consists of:

(3) -igbd- U-2wb.:_U +j(wibAi),
that is, a computation incorporating only the first
term from the bracketed terms of equation (1).
However, as a measure of the effect of the change
in labor force composition, this is strictly correct
only if the interaction term (AuiAw.), the lastbracketed term in equation (1), is close to zero and
empirically it is not. The importance of this is
indicated by the following economic interpretation
of the separate terms of equation (La).

The first term ( 2m.,, ) gives the change in the
overall unemployment rate that would have oc-curred had labor force proportions remained
unchanged and had unemployment rates applica-
ble to specific age-sex groups changed as they
actually did. We refer to this as the "pure cyclical
effect."

Of course, part of the change in actual age-sex
specific unemployment rates was probably caused

37



154

MONTHLY LABOR REVIEW March 1979 . A Current EEquivalent to Past Unemployment Rates?

by changing labor force composition (for example,
a larger cohort of young workers implies a
"crowding" effect in that grouping, and a conse-
quent rise in the youth unemployment rate, unless
the number of entry-level jobs expands
sufficiently).

2
Therefore, in the real economy, labor

force proportions and specific unemployment rates
are interrelated. This change in demographic
unemployment rates associated with changing
labor force proportions is part of the interaction
term.

The second term of equation (I.a)- u.w,-
may be interpreted as the change in the overall
unemployment rate that would have occurred if
demographic unemployment rates had remained
unchanged when labor force proportions changed.
In table 1, this is referred to as the "direct
compositional effect." This computation does not
measure any change in labor force proportions
caused by changes in demographic unemployment
rates, an effect which would be introduced through
labor force participation rates via what is usually
referred to as the "discouraged worker" effect. This
effect (or rather, the relative sizes of the dis-
couraged worker effects for different demograph-
ic groups) is also a portion of the interaction term.

Thus, the final term in equation (La), the
interaction term ( xsAoAo ) is composed of the

"crowding" effect on age-specific unemployment
rates and the discouraged worker effect on labor
force participation rates (and hence on labor force
proportions). Disentangling the two effects cannot
be done through a mechanical procedure such as
equation (1), which is simply a mathematical
truism, but requires a more sophisticated investiga-
tion of economic behavior than has so far been
carried out.

Two further observations are appropnate. First,
the interaction term is large, relative to the other
terms of equation (I.a), so the above discussion is
of considerable importance in interpreting the
results: Empirically, the interaction term seems to
be half or more the size of the "direct" composi-
tion effect computed from equation (I .a). Thus, the
way the interaction term is handled makes a great
amount of difference in the determination of the
"comparable" unemployment rate.

Second, there is no absolutely correct way to
handle the interaction term, precisely because it is
an interaction effect attributable to both changes
in labor force proportion and changes in age-sex
specific unemployment rates. Some computations
of "weighted" unemployment rates have ignored it,
which is equivalent to the economic assumption
that there is no "crowding" and there are no
"discouraged workers." On the other hand, the
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whole interaction effect cannot be added in to
either of the two weighted unemployment rates
that could be computed from the first two terms of
equation (La) precisely because it belongs, in
undetermined proportions, to both. Arbitrarily
splitting the interaction term among the two rates
is not appropriate either. The only appropriate way
to present the results is to report direct composi-
tional effects and interactions terms separately,
and this is the way it is handled in table 1.

The estimates. Table I summarizes several esti-
mates of the effect of changes in labor force
composition using fixed-weight unemployment
rates. Entries in the table indicate the magnitude of
the effects of changes in labor force composition
over the designated period. For example, Cagan
estimates that the direct compositional effect
added 0.46 percentage points to the full-employ-
ment unemployment rate between 1956 and 1973.
Allowing for different penods covered by the
estimates, agreement appears close. All three
estimates of the "sum" (col. 3) for the year 1973 lie
around 0.7 percentage points.

We prefer, however, to focus on the separate
estimates of direct compositional and interaction
effects because of the preceding analysis which
argued that the sum of the two is undoubtedly an
overstatement of the impact of labor force compo-
sition on the overall rate. The two estimates of the
direct compositional effect put it at around half a
point with the difference between the two undoubt-
edly attnbutable to the continued change in labor
force composition between 1973 and 1976.

The only anomaly in table I relates to the size of
the interaction term, which is considerably larger
in Flaim's estimate than in Cagan's. The reason for
this may be the fact that Flaim used more
demographic groups, thus giving more leeway for
interaction effects to show up. On the other hand,
higher 1976 unemployment rates may show up
disproportionately in the interaction term.

Taking account of the interpretative problems
posed by the interaction term, application of the
"fixed-weight" unemployment rate methodology
leads to the following tentative conclusion:
Changes in labor force composition appear to have
added from one-half (the direct compositional
effect) to one percentage point (the outside limit if
the full interaction term is included) to the
unemployment rate for 1976, compared to its value
20 years earlier.

Alternative methodologies. A major motivation for
computing fixed-weight unemployment rates is a
desire to obtain a better summary measure of excess

supply in labor markets than is provided by the
official BLS rate. Though the concept of a measure
of excess supply or excess demand is not very well
defined in economics (at either the operational or
theoretical levels), and methods for aggregating
excess supply measures for individual labor mar-
kets into a simple summary measure for the
economy are even less well understood, it is still
appropriate to try to sharpen the notion of
aggregate labor market excess supply by making
reference to a more tightly defined concept. This,
in our interpretation, is what George Perry and
Michael Wachter attempt to do.

Perry adjusts a measure of lost hours for
estimated hourly earnings (both expressed relative
to the values applicable to prime-age males). Thus,
his unemployment measure (UP) is closely related
(though not precisely equivalent) to a measure of
earnings lost by unemployed labor. Though a
measure of the economic loss due to unemploy-
ment is valuable, and may be defended as a better
measure for the purpose Perry puts it to, the
published BLS unemployment rate has never
measured economic loss due to unemployment, so
we cannot use changes in Perry's measure to
evaluate the comparability of changes in the
official BLS unemployment rate over time. As
presented in Wachter, UP moved from 3.5 in 1956
to 7.1 in 1975, but that does not imply that the
equivalent BLS unemployment rate was 7.1.3

Perry's unemployment measure has been used as
a proxy for excess demand in wage equations of
the Phillips curve type, but it requires strong
assumptions to argue that a wage-weighted meas-
ure of excess labor supply is the best construction
for this purpose. Wachter's normalized unemploy-
ment rate (UN) was constructed explicitly to meet
this need.

Wachter's rate (UN) is built up from age-sex
groups' specific rates which are estimated from a
statistical analysis, rather than from a weighting
scheme. A regression is used to establish the
relation between actual age-sex specific rates and
the rate for prime-age males, at the same time
controlling for changes in the age distnbution of
the population. (The objective is to capture the
impact on age-sex specific rates of factors such as
the postwar baby boom coming into the labor
market.) Then, on the twin assumptions that the
"noninflationary" or "full-employment" rate for
prime-age males is 2.9 and constant over time,
"normalized" unemployment rates are computed
for each age-sex group by plugging the 2.9 value
back into the regression. The estimated age-sex
specific rates are then aggregated into the overall
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UN figure, using current labor force proportions
for each year.

The procedure has been criticized
4

but a
detailed presentation of these criticisms would
depart from the purpose of this article. However,
three points should be made:

1. Wachter refers to his UN as a "full employ-
ment unemployment rate" in the sense that it
permits developing a figure which "denotes the
same labor market tightness over time." Such an
objective (a better measure of "labor market
tightness") undoubtedly lies behind other attempts
to adjust the unemployment rate in some fashion,
so Wachter's UN may be regarded as a relatively
sophisticated attempt to get around the economic
inadequacy of mechanical procedures such as
fixed-weighting schemes.

2. Whether the measure is successful in doing
what Wachter intends it to do is clearly debatable.
He is duly cautious: "Unfortunately, few of the
variables that are likely to affect the normalized
unemployment rate can be easily quantified with
the precision needed to estimate their impact on it
... Hence the UN measure of this paper is a crude
proxy."5

3. Though UN is developed as a measure to
determine a noninflationary unemployment rate
for analyzing wage inflation, there is no reason to
believe that this measure defines uniquely an
unemployment rate that can be used to target
economic policy, essentially for the reason noted
earlier in this article and stressed so often by
Milton Friedman, Edmund Phelps, Phillip Cagan,
and others.

6
The noninflationary unemployment

rate depends crucially on price expectations, as
well as other economic factors.

Unemployment insurance
Many researchers have studied the impact that

the unemployment insurance (Ul) system has on
unemployment, particularly duration of unem-
ployment. Hamermesh analyzed 12 empirical
studies on the topic and concluded thatfor those
receiving U1 benefits duration of unemployment is
longer by about 2.5 weeks, and concluded that the
Ut system "induces an extra 0.51 percentage
points of unemployment, through its effect on
duration."' Other researchers reach similar conclu-
sions. In his study for the Joint Economic
Committee, Martin Feldstein calculated that the
total impact of the Ul system increased the
unemployment rate by 1.25 percentage points-
0.75 as a result of increased duration.8

However, for present purposes the relevant
question is: "What effect have changes in the UL
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system had on the unemployment rate?" and not,
"What is the total effect of the Ul system on the
unemployment rate?" This is so because the 1956
unemployment rate was higher than it would have
been had the Ul system not existed then. Since
1956, the ratio of average Ul benefits to average
weekly earnings has increased by only 2.7 percent-
age points, so that a major part of the effect of the
Ul system on unemployment rates probably
occurred pnor to 1956.9

One study that does investigate the effect of
changes in the Ul system on the unemployment
rate is that of Cagan (summarized in table 2).
Cagan analyzes the following changes in the UI
system since 1956: (1) Increases in the percentage
of workers in the labor force who are covered by
the Ul system. He calculates the increase in
covered workers over the period, applies typical
estimates of the effect Ul has on duration, and
concludes that increased coverage increased the
unemployment rate by 0.14 percentage point
through its effect on duration. He made no
allowance for any effect on unemployment inci-
dence. (2) Increases in the magnitude of benefits
could affect both the duration and incidence of
unemployment. The increase in benefit levels since
the late 1950's has been extremely modest-the
ratio of benefits to average earnings increased only
2.7 percentage points. Consequently, Cagan ig-
nores this as a source of possible influence on
unemployment. (3) The Supplemental Insurance
Assistance Program enacted in 1975 which extend-
ed coverage to many workers in seasonal industries
(such as schoolteachers). Here, Cagan cites Alfred
Tella's rough estimate that the program resulted in
a 0.20-percentage-point increase in the unemploy-
ment rate. (4) Finally, Cagan ignores the 1974 and
1975 extensions of the time for receiving benefits,
arguing that since such extensions occur only in
times of high unemployment their effect on the rate
when unemployment is low would be minor.
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To summarize, Cagan estimates that changes in
the Ul system over the past 20 years have
increased the noncyclical unemployment rate 0.34
percentage point. However, as CaganIO points out,
changes in the Ul system may also increase the
incidence of unemployment, but "there exists no
accurate estimate of how much they increase it.'

Minimum wages
Among the large number of studies of the

economic effect of minimum wage laws, three
studies (Jacob Mincer, Hyman B. Kaitz, and
James F. Ragan, Jr.)" have used similar methodol-
ogies to estimate the effect of changes in minimum
wages on the unemployment rates for demographic
groups. (See table 3.) All have explicitly allowed
for effects of withdrawal from the labor force (as
well as disemployment impacts) and all used an
"effective minimum wage" variable originally
constructed by BLS.iI The effective minimum
wage expresses the minimum wage relative to a
measure of average hourly earnings which is
weighted for the proportion of employment cov-
ered under the minimum wage law.

Mincer's study found effects for young workers
which substantially increased their unemployment
rates (largest impacts were for men age 20-24 and
for teenagers) with little impact on older workers.
Cagan used Mincer's equations, combined with
values for the effective minimum wage for 1974, to
estimate that changes in the minimum wage from
1956 to 1974 contnbuted 0.63 percentage point to
unemployment rates.

Kaitz and Ragan ran regressions not dissimilar
to Mincer's for more detailed categories within the

teenage group. Ragan's more disaggregated regres-
sions imply smaller estimates of unemployment
among teenagers than one would obtain from
Mincer's regressions. (Hence, plugging Ragan's
equations into the calculation performed by Cagan
would have decreased Cagan's estimate of the
effect of minimum wage changes on the overall
unemployment rate to about 0.35 percentage
point.) By comparison, the earlier study by Kaitz
found very little effect. We feel that the Kaitz
conclusion is probably less in disagreement with
the others than may at first appear because of the
following:

1. There was very little trend in the effective
minimum wage variable between the 1956 mini-
mum wage changes and those that went into effect
in 1967 and 1968. Therefore, the period studied by
Kaitz (1954-68) ends at about the time the effects
estimated by Ragan begin to show up.

2. Kaitz recognized that Government training
programs had an effect on teenage unemployment
that offset, to a great degree, the 1967 and 1968
minimum wage changes. Kaitz also recognized
econometric problems with his approach, and we
believe Ragan's procedure for handling this prob-
lem is better than that of Kaitz. Accordingly,
Ragan's estimates are preferable.

3. Kaitz found large withdrawal effects. Ragan
handles part of the withdrawal from the labor
force problem by running separate regressions for
teenagers enrolled in school. Again, Ragan's later
work is an improvement on the pioneering effort
by Kaitz.

Thus, these three studies are in rough agreement
on the size of the effect of minimum wage changes
on the unemployment rate, though Cagan's coW-
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putation of the effect on the overall rate may be a
little high in the sense that his 0.63 would have
been smaller had he substituted Ragan's (more
recent) teenage estimates for those of Mincer (but
retaining Mincer's finding of large unemployment
effects for men age 20-24, a group which was not
studied by Ragan).

A different kind of study was done by Edward
Gramlich"3 who, as noted, estimated employment
elasticities, rather than effects on the unemploy-
ment rate. However, if persons disemployed by the
minimum wage withdraw from the labor force,
employment elasticities cannot be used to estimate
the effect on the unemployment rate. Moreover,
Gramlich's minimum wage variable is the ratio of
the statutory minimum to a price measure (real
minimum wages), rather than relating the nominal
minimum to other wages. If the minimum wage
causes substitution of high wage for low wage
workers (which Gramlich's own regressions sug-
gest), then surely the minimum wage should have
been related to a measure of other wages. Never-
theless, taking all of his regressions together,
Gramlich finds that young workers are losers from
minimum wage increases, not primarily because
they are disemployed, but mainly because they are
moved into part-time employment. This and his
other findings are broadly consistent with the
magnitudes and directions of the effects found in
the Mincer study cited earlier.

A final, and quite different, study of the effect of
minimum wages, is one done by Marvin Kosters
and Finis Welch,'

4 who emphasize the distinction
between cyclical unemployment and other types. It
is well known that employment of teenagers and
low-skilled workers fluctuates more than does that
of skilled adult male workers. Kosters and Welch
found that the minimum wage exacerbated these
differing cyclical patterns:

Our evidence indicates that increases in the
effective minimnum wage over the period 1954-68
have had ... the effect of. ..increasing vulnerability
to cyclical changes in employment for the group most
'marginal' to the work force-teenagers.... And a
disproportionate share of these unfavorable employ-
ment effects appears to have accrued to nonwhite
teenagers."

Applying their conclusions to the other studies
cited in table 3 suggests that the minimum wage
impact estimated by Cagan may be too high partly
because those studies do not fully allow for the
stage of the business cycle (or unemployment level)
effects; that is, they estimate what is (roughly) an
average effect over the cycle. Because recent
unemployment rates are so much higher than those
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experienced over the 1954-72 period covered in
those studies, their results imply a substantially
higher impact on the 1978 unemployment rate of
minimum wage changes, though also implying that
at low rates of overall unemployment, the mini-
mum wage effect on unemployment would be
much lower than Cagan's estimate given in table 3.
As we are concerned with the comparability of the

fiul-enployment rate, Kosters and Welch's findings
suggest that Cagan's estimate is too high.

At this point it is worth noting once again the
role of the interaction effects emphasized at the
beginning of the article.

1. If minimum wage changes cause withdrawals
from the labor force, this obviously affects labor
force composition, the effects of which were
studied separately. Because in this case minimum
wage-induced withdrawal serves to reduce the
labor force composition estimates below what they
would otherwise be (because the worker groups
most affected have grown relative to other popula-
tion groups), we infer that the combined effect of
changes in minimum wages and in labor force
composition would probably be greater than the
separately estimated effects.

2. Kosters and Welch argue that the minimum
wage serves to increase the cyclical swings in
teenage unemployment. This interaction between a
public policy and business cycle developments
makes it difficult to specify precisely what "com-

parability" in unemployment rates would encom-
pass.

Another factor not considered in any of the
studies discussed thus far is J. Wilson Mixon's
suggestion's that offsetting adjustments in fringe
benefits and working conditions may reduce the
direct employment effects of the minimum wage,
so that the ultimate effect shows up in a more
complex way-through changes in turnover rates,
as one instance-than envisioned in other existing
studies. Differences in turnover rates among
different demographic groups have often been
cited as the reasons for differences in age and sex
specific unemployment rates." The Mixon hypoth-
esis about the economic impact of the minimum
wage thus suggests an interaction effect with the
demographic composition effects surveyed earlier.
There is no existing information on the magnitude
of this effect.

Considering results of all the minimum wage
studies, plus probable interaction effects, we
conclude that there are both upward and down-
ward biases operating on the 0.6-percentage point
estimate of the effect of the minimum wage that
Cagan compiled, based on Mincer's work. We can
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thus have no great confidence in the accuracy of
this number, because we are unable at present to
quantify these biases in order to take them into
account in the estimate.

Other factors
As part of this review, we need to discuss certain

factors influencing changes in the overall rate that
have been mentioned in a variety of sources.

Multiworkerfamilies. An unemployed person may
have less financial pressure and thus take longer to
accept a new job if other members of his family are
employed. Because the proportion of multiworker
families has risen over the past 20 years, this factor
has been hypothesized as contributing to a rise in
measured unemployment. We can get a rough idea
of the size of this effect by examining the influence
of other family members' earnings on an unem-
ployed individual's job search behavior.

In a recent study, John M. Barron and Wesley
Mellow"s used data taken from the May 1976
Current Population Survey supplement on the
jobseeking behavior of the unemployed to estimate
a model of intensity of search effort; that is, hours
spent looking for work. Their model includes as
explanatory variables demographic characteristics,
reason for unemployment, and unemployment
insurance benefits, as well as variables indicating
family income from welfare payments and the
earnings of other family members. It is estimated
that unemployed workers in families containing
another employed member spend about 10 percent
fewer hours per week looking for work.' 9

To translate an effect on time spent searching
into an unemployment rate impact, we need to
know how job search affects the probability of
finding work. As an upper bound estimate, we
assume that a given percent increase in hours per
week spent searching for work implies an equiva-
lent percent increase in the probability of becom-
ing employed. In other words, if hours per week
spent searching increases by 10 percent, we assume
the probability of finding a job also increases by 10
percent. This yields an estimate of 0.42 percentage
points for the total impact of multiworker families
on the 1976 unemployment rate.2

What we want, of course, is an estimate of the
impact of change in the proportion of multiworker
families over the 1956-76 period. As this propor-
tion has moved from 38.3 percent of families with
members in the labor force in 1956 to 52.9 percent
in 1976, we adjust the 0.42 figure for this change.
This results in an estimate that an increasing
proportion of multiworker families was responsible
for only 0.12 percentage points of the higher

unemployment rate of 1976. Thus, the multiworker
family effect on the overall unemployment rate
appears to be modest. Of course, the increase in
multiworker families over the period may have
increased the incidence of unemployment as well as
its duration. We have no direct evidence on this.

Social programs. Increased welfare payments of
various kinds might make not working more
attractive than working at low-paying jobs, and
thereby increase the number of people who are
counted as unemployed. We know of no estimates
of the effects of welfare programs, as such, on the
unemployment rate. Most of the discussion about
the unemployment rate effect of these programs
has focused instead on the fact that some of them
(Aid to Families with Dependent Children and
Food Stamps) have recently instituted mandatory
work registration of some kind (at least for some
participants).

Mandatory work registration might change the
measured unemployment rate because it forces
people who were not previously looking for work
to begin looking (in which case the change in the
measured unemployment rate is correct, although
for the purposes of the present inquiry we would
still want to eliminate the effect to maintain
comparability over time). Alternatively, it might
induce people who were not really interested in
working to report themselves to the Current
Population Survey (CPS) as looking for work
because they were afraid that correct reporting
would somehow jeopardize their eligibility for
welfare payments. The latter idea seems at the root
of most of the discussion of the subject; that is, the
idea that registration requirements have not
produced changes in economic behavior (labor
force participation), only a measurement error in
the official unemployment series. Obviously, evalu-
ation of this probability requires information on
how mandatory work registration influences the
way people respond to the CPS survey, but no studies
have produced direct information on survey
response.

In its 1976 Annual Report, the Council of
Economic Advisers reported that when welfare
mothers were required to register for work, their
specific unemployment rate increased by 5.8 points
(from 5.7 percent to 11.5 percent);21 Cagan
translated this into a 0.2 increase in the overall
unemployment rate.

The Council's estimate, however, was obtained
from administrative records of the Aid to Families
with Dependent Children (AFDC) program and
refers to the number of program recipients reclas-
sified from "out of the labor force" to "unem-

43



160

MONTHLY LABOR REVIEW March 1979 . A Current Equivalent to Past Unemployment Rotes?

ployed" status by welfare administrators after
passage of the work registration requirement. The
legislation itself required welfare administrators to
determine which welfare recipients were capable of
holding jobs; one would expect this more careful
examination, alone, to result in transfers out of the
"not in the labor force" status, even in the absence
of work registration (simply because it focused
attention on making a more precise definition of
potential employability and labor market status).
In some cases, for example, mothers might have
already regarded themselves as looking for work
(hence, unemployed), so that the change in AFDC
records reflects more accuracy in recording labor
market status in those records, rather than a
change in the welfare recipient's own perception of
her status, or any change in the measured unem-
ployment rate. Moreover, having decided that a
welfare recipient was capable of working, and
hence should be forced to register for work, the
only consistent labor force classification for the
administrator to make is "unemployed."

The question for the measured unemployment
rate, however, is not the welfare administrator's
response to mandatory work registration, but the
effect of the registration on the welfare recipient's
own perception of her labor market status, and its
effect on her response to the CPS query. It is
reasonable to presume that work registration will
produce some change in survey response, but it is
extremely doubtful that all persons reclassified by
administrators will reclassify themselves when they
are included in the Current Population Survey.
(Indeed, the 11.5-percent unemployment rate
reported in the AFDC administrative records is
really a count of the number of employable, but
not currently working, mothers receiving AFDC.)
For this reason, we believe that Cagan's 0.2-
percentage point estimate for the effect of AFDC
work requirements on the unemployment rate is
too high.

In a widely circulated study, Kenneth W.
Clarkson and Roger E. Meiners reached a far
higher figure (2.4 percentage points) for the effect
of all welfare program work registration require-
ments.

2 2
The authors essentially jumped to this

conclusion from observing the size of the change in
the unemployment rate in the past several years
(years in which work registration requirements
were instituted), buttressing the argument with
counts of persons in the affected programs. Their
data have little, if anything, to say about the
measured unemployment rate, and amount to little
more than unsubstantiated speculation, which (as
shown in analyses by the Bureau of Labor
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Statistics and the Congressional Budget Office) is
far from convincing. Cagan cites the study but
does not use its results, a judgment which we
follow in the present article.

Government training programs. A training program
can have several impacts on the unemployment
rate. It is well known that more highly skilled
workers have lower unemployment rates, so a
training program which succeeds in raising the skill
level above what it otherwise would have been
might be expected to lower unemployment rates of
participants throughout their lifetimes, thereby
producing a permanent reduction in the aggregate
unemployment rate. The long-run effect of existing
and past government training programs has been
the subject of some debate, and we know of no
studies which indicate whether they have reduced
the long-run unemployment rate.

There is also a short-run impact. Some persons
who are in training programs (and, therefore,
classified as out of the labor force) would otherwise
have been in the labor force and those who did not
find employment would raise the unemployment
rate. Attempts to examine the short-run impact
have been done by Malcolm Cohen, Sylvia S.
Small, and Ralph E. Smith.13 All take the previous
labor market status of program participants to
define their probable status were they not in the
program (though Smith, as noted later, modified
this approach). Cohen and Small come up with a
decrease in the unemployment rate of about 0.3
percentage point.

However, using this approach to estimate the
effect on the overall unemployment rate assumes
that when a worker leaves his job to enter a
training program, the number ofjobs in the economy

falls. We assume, instead, that the total number of
jobs in the economy is determined by conventional
macroeconomic forces and is independent of
whether a group of individuals enters into training
programs (or, put another way, that when a worker
enters into a training program his job is taken by
someone else who would otherwise have been
unemployed); Under this line of reasoning, the
number of unemployed is reduced by the entire
number of participants who were previously in the
labor force-not just those who were previously
unemployed-with appropriate adjustments (if
any) for probable changes in labor force participa-
tion rates. This recalculation would raise the
estimated impact on the unemployment rate
substantially. Thus, Smith's downward adjustment
to Small's estimate-for probable length of unem-
ployment-is inappropriate, and adjusts the esti-
mate in the wrong direction.
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Changes in measurement and response. Changes in
the Current Population Survey in 1967 and 1970
have been evaluated by the Bureau of Labor
Statistics and the Bureau of the Census. Paul 0.
Flaim judged the effects of the two changes to be
offsetting, resulting in no net change. in the overall
unemployment rate.

Cagan quoted Alfred Tella2
4

as arguing that
survey response error has changed over time, and
that this factor has lowered the unemployment rate
by 0.1 points. Thus, the net effect of measurement
and response changes is very small, with a possible
small downward error being the best estimate.

Is there a current equivalent?
We have carried out a critical review of available

research on factors which affect the comparability
of recent unemployment rates with those of earlier
periods. It is tempting to add up the quantitative
results discussed and to treat the sum as an
estimate of the change in the full-employment
unemployment rate over the past two decades.
Though we believe the results of the vanous
studies cited are enlightening, it is not valid to
combine these results to obtain an unemployment
rate "comparable" to some earlier rate. Present
research simply does not permit a very precise
estimate of the total influence of all the factors
discussed in this article. There are two compelling
reasons for an agnostic position on this question:
(I) A lack of confidence in the precision of
estimated effects for the individual factors, and (2)
major problems with the validity of summing the
separate estimates of individual factors (primarily,
unmeasured interaction effects among the various
separate estimates).

Precision of estimates. For most of the factors
which have been studied, we have reservations
about the accuracy, precision, or validity of
existing estimates. These reservations are summa-
rized in Exhibit A, which lists two sources of
imprecision: (I) Known errors in available esti-
mates which tend to overstate the estimated effect
of the particular factor studied; and (2) important
aspects of some factors on the list have not been
investigated in a setting which permits using
research results to estimate comparable unemploy-
ment rates.

Because we have no estimates of the size of the
errors, nor of the extent to which they may or may
not offset each other-we do not know the sign of
the aggregate error or bias. We feel that adding up
the existing factor estimates from the separate
parts of this article would produce an aggregate
figure in whose precision we would have little
confidence.

Imprecision of summed totals. We have argued
throughout this article that a number of factors
that have been identified as affecting unemploy-
ment rate comparability interact with each other.
Thus, for example, if the minimum wage affects the
unemployment rate partially through the effects it
has on the labor force for impacted groups, then it
is proper to include those effects if the objective is
to estimate only the minimum wage effect; it
would be quite improper, however, to add such an
estimate to an estimate of labor force composition
effects obtained independently, because simple,
summation would in this case count part of the
effect of the minimum wage rate twice.

We feel that labor market interactions are
pervasive among the factors discussed in this
article, so that simple summation of the separately
estimated effects would lead to serious error.
However, we do not rule out some form of
combination, if the necessary information were
available on the size of interaction effects. It is not
at the present time. 0
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Representative WYLIE. Some experts have testified before thiscommittee that labor costs have outpaced productivity gains inrecent years.
Will you bring the committee up to date on the impact of the1981-82 recession and the unemployment rate on recent wage andsalary settlements affected over the next several years?
What I have in mind is, has the recession frightened labor intomore wage settlements in return for job security?
Ms. NORWOOD. Well, Congressman, I'm not sure that there hasbeen any frightening. I think we have seen some reduction in wage

and salary changes in some of the collective-bargaining settle-ments. In some of the major collective-bargaining settlements
there's been a lot of discussion of what have been called give-backs.
But I think there are some other things that are going on there.

One is, of course, that inflation has decelerated and since infla-tion has decelerated we really have had a reduced effect of cost-of-living adjustments. In addition, because inflation has decelerated,
workers and unions are negotiating against a background that isvery different from the background that we had over the 1979-80
period when we had double-digit inflation.

There is a clear deceleration in the rate of wage and salary in-creases and even in compensation. There's also a shift going on, Ibelieve, in the proportions of agreements that bear salaries or
wages and on fringe benefits.

Representative WYLIE. Well, demands for increased wages havedeclined, but you attribute that more to a reduction in inflation
rather than the fact of insecurity?

Ms. NORWOOD. No. What I'm saying is that when management
and labor sit down at the collective bargaining table they take intoaccount the entire atmosphere in which they are operating. Inmany cases plants have been shutting down and reducing theirwork forces and so that is certainly a very important element to beconsidered by both sides.

The other element, however, is that the need for strong increasesis somewhat lessened because we have had a deceleration in prices.
Representative WYLIE. Congressman Lungren, do you have anyquestions?
Representative LUNGREN. Thank you, Congressman.
I wish my friend from Maryland hadn't left because I sort ofmade a promise to him in the last hearing that if he wouldn't betoo pessimistic I wouldn't be too optimistic, and I was going toapologize for being unable to contain my optimism about the statis-

tics you've given us this time.
It seems to me you've said that for the 11th month in a row thatthe employment situation has been positive. The good news is that

the unemployment rate has dropped 2 full percentage points sincelast December. In addition, the data shows the drop in unemploy-
ment to be one of the most significant in recent decades. And asidefrom this last July when we had a drop of one-half of 1 percent in 1month, as I recall your testimony last time around, we have to goback to 1959 for a comparable drop in unemployment for this Octo-ber.
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I'm sorry if I'm happy about that and I think that's positive, but
I think we ought to state that and state that rather loudly, and
that brings me to a question.

Could you tell the committee when the last time was that we had
such a significant reduction in unemployment in 1 year? When was
the last time we had a drop of 2 percentage points in unemploy-
ment in a single year?

Ms. NORWOOD. It's a long way back.
Representative WYIE. I notice it isn't on this chart, so it must be

before 1954.
Ms. NORWOOD. We'll check it for the record. We may not have

had that large a drop, but I would also point out that we have
much higher unemployment rates now than we had.

[The following information was subsequently supplied for the
record:]

Between August of 1958 and 1959 the unemployment rate dropped from 7.4 to 5.2
percent.

Representative LUNGREN. I understand that, but it's the old ques-
tion of is the glass half-full or half-empty, and I can imagine how
many television cameras we'd have here today if you were bringing
us the news that we added 2 percentage points of unemployment
since December and we were talking about a 12.8-percent unem-
ployment rate instead of an 8.8-percent unemployment rate. I'm
not unconcerned about those people who are unemployed. Obvious-
ly, as we get the unemployment rate down lower and lower, those
who remain in that unemployment category give us the greatest
challenge.

How do we create economic conditions such that those people can
become employed? Nonetheless, we get closer to dealing with that
essential problem the lower that rate is, and I just get a little tired
of the gloom and doom around here all the time when we've got
some good news.

We've talked about the discouraged worker and how you count
that on a quarterly basis. Do we have any data on the encouraged
workers, those who have gone from the discouraged category to the
encouraged category; that is, who are looking for work who were
not looking for work when we were in the trough or just coming
out of the trough?

Ms. NORWOOD. They would show up, of course, in those who gain
employment. So they would show up in our employment numbers,
but we don't have any special category.

As I indicated earlier, I think we do need to recognize that dis-
couragement is difficult to measure. We may be not measuring it
at all or we may be overmeasuring it. It's a state of mind and
that's the reason that we don't include those workers in the unem-
ployment rate.

We do have a table in the BLS release which includes some
seven-really eight-different methods of calculating the unem-
ployment rate going from a very restrictive definition to a broader
one.

Representative LUNGREN. I guess one of the ways of looking at
that would be, as you suggest, the number that we have that actu-
ally have jobs and are looking for jobs. As I understand from the
figures we have in the household data, the civilian population,
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we're talking about 102,659,000 nonseasonally adjusted, and101,928,000 seasonally adjusted.
Now as I understand it, the seasonally adjusted is not the highest

we've ever had, but are we approaching the highest that we've everhad in terms of total seasonally adjusted civilian employment?
Ms. NORWOOD. Yes.
Representative LUNGREN. What would be the historic high?
Ms. NORWOOD. Well, as you can see, last month in September

and then in October, the numbers are very, very similar, and if you
take those two together, that's the highest we've had.

Representative LUNGREN. So we are at that highest level. I guess
there are two ways of looking at it. One is the participation rate
and the other one is the employment-population ratio, and I know
there's a difference between the two, but as I understand it, the
former gives us some idea of the number of people who are actual-
ly participating in employment out of the population in the age
group that we would believe would be of working age; is that cor-rect?

Ms. NORWOOD. Yes; those figures are relatively high. I'm not
sure, however, that they are the highest. Of course, they differ for
different groups of the population.

Representative LUNGREN. Sure. Well, one of the things I think
that we have as policymakers to keep looking at is, even though we
are near historic highs in those areas, we still have higher unem-
ployment than we had with comparable rates of participation on
an employment-population ratio, which suggests that we have some
different challenges that are facing us now than we were a number
of years ago. And just comparing where we are in terms of employ-
ment or unemployment may not be the total answer in comparison
to where we were a number of years ago.

With respect to the discouraged worker, you mentioned that
they're disproportionately black and women. What about His-
panics? Are they disproportionately in the discouraged worker cat-egory?

Ms. NORWOOD. I would expect so, because Hispanics have tended
to experience disproportionately high unemployment.

Representative LUNGREN. This is a consistent phenomenon, is it
not, that women and blacks have been disproportionately in the
discouraged category in other recessions and even in good times?

Ms. NORWOOD. Sure. You would expect really that those people
who have a harder time in finding employment are people who
would end up as being discouraged more easily.

Representative LUNGREN. Well, I just wanted to make sure that
that wasn't some specific phenomenon coming out of this recession
as opposed to other recessions.

Ms. NORWOOD. No.
Representative LUNGREN. Last, let me get a little parochial here.

Your staff was kind enough to give me the data on California un-
employment which shows the rate fell from 8.8 percent in Septem-
ber to 8.4 percent in October, with the number of unemployed fall-ing from 1.096 million to 1.033 million in California.

You have cautioned all of us, rightly so, in the past to be very
careful about looking at data for any single State, for any 1 monthperiod of time, and you've suggested that we look at trends.
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Have we established a trend for California? Is, in fact, unemploy-
ment on its way down such that you could say honestly that that is
not just a statistical quirk for one month for California?

Ms. NORWOOD. Well, if you look at the data for California over
the last year, there's been a significant decline, from 10.7 percent a
year ago to 8.4 percent this month. The data for this month are
very close to the margin of error, but I think over a period of sever-
al months there's been a clear change.

Representative LUNGREN. So it appears that California is track-
ing the national trend and doesn't appear to be going against it in
any way?

Ms. NORWOOD. Yes.
Representative LUNGREN. That's good news for my folks back

home and I like to be parochial at least once every hearing.
Thank you, Congressman Wylie.
Representative WYLIE. There's nothing wrong with being paro-

chial at least once every hearing. Thank you very much.
Senator Proxmire, welcome to the hearing.
Senator PROXMIRE. Thank you, Mr. Chairman. I told the chair-

man that he was the best looking chairman we've had in years. I
was the chairman of this committee several years ago. [Laughter.]

I'm sure you've been asked about this, Ms. Norwood, but I think
it's very critical that we have an understanding of it because it
seems like such a contradiction.

Here we have in October a drop of 17,000 in the number of jobs
available in this country. The number of jobs diminished, according
to the statistics which you've given us. We had a very big drop in
the work force, according to the figures that you've given us, a half
a million.

Those drops, it seems to me, are hardly consistent with the situa-
tion where we claim that the situation is improving and that un-
employment is falling, which I guess it is technically because the
work force just went down, even though the number of jobs dimin-
ished too.

It seems to me that's the most striking and dramatic contradic-
tion here. Could you explain that in nontechnical terms?

Ms. NORWOOD. I can try. I believe that employment increased
and unemployment declined. I think we have a number--

Senator PROXMIRE. You believe that employment increased?
Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. So you believe that the figures you've given

us here are wrong; is that right?
Ms. NORWOOD. No.
Senator PROXMIRE. Well, let me read them. September 1983, total

employment, 103,640,000; October, 103,623,000. That's a drop of
17,000 employed, according to the figures that you've given us here.

Ms. NORWOOD. Yes, sir. If you look a little further, you will find
that there was an increase in employment of adult men. You will
find that there was an increase of 320,000 in the establishment
survey.

Senator PROXMIRE. When you say an increase in the employment
of adult men, you're talking about the rate or you're talking
about--

Ms. NORWOOD. I'm talking about the level.
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Senator PROXMIRE. The number, the actual number?
Ms. NORWOOD. Yes.
Senator PROXMIRE. In the household survey?
Ms. NORWOOD. In the household survey. And you will also find

that in the establishment survey there was an increase of 320,000.
As you well know, the two surveys do not always track exactly

and at times the household survey has a sharp movement in a par-ticular month. You will recall that we had an increase in the
month from May to June of 1,229,000 in the household survey.

I believe that one of the things that has been occurring herebetween September and October is a correction of that overstate-
ment. If employment were overstated and a correction occurred,
there would be a concurrent drop in the labor force since employ-
ment and unemployment are estimated separately.

Senator PROXMIRE. But the data that you give us here is from
the household survey; correct?

Ms. NORWOOD. Yes.
Senator PROXMIRE. That's survey in which you go to 60,000

households and inquire whether people are looking for work or not,an extraordinarily, probably the biggest sample of any statistical
figures that we have anywhere.

Ms. NORWOOD. No; that's not quite right.
Senator PROXMIRE. Well, compared to the Gallup poll which isconsidered accurate, they ask 1,700 people. You ask 60,000.
Ms. NORWOOD. Yes, sir, but they ask different--
Senator PROXMIRE. What do we have that's more exhaustive

than that?
Ms. NORWOOD. Pardon me?
Senator PROXMIRE. What do we have that's more comprehensive

than that?
Ms. NORWOOD. Well, we have an establishment survey that

covers several hundred thousand establishments in this country
and that are based upon payroll records.

Senator PROXMIRE. Yes; but the household survey, doesn't that
go beyond that in the sense that it covers all people, where the es-tablishment survey does not?

Ms. NORWOOD. Yes, but, of course, it's a sample survey and from
time to time it will show large increases or decreases. We have had
a big disparity between those surveys until this month and I think
that we had an overstatement of employment in the household
survey.

I've discussed that with the committee many times before and Ithink there has been some correction of that overstatement. That's
why at least part of that labor force decline came from that.

Representative WYLIE. If the gentleman would yield on that
point-

Senator PROXMIRE. Yes.
Representative WYLIE. Which is the largest survey, the house-

hold survey or the so-called establishment survey?
Ms. NORWOOD. Well, the establishment survey covers several

hundred thousand establishments. However, the household survey
is statistically a rather good survey. It is currently being rede-
signed, I'm very pleased to say, to represent the 1980 census distri-
bution of the population. But it is a sample survey and from time



168

to time we have observed, as you do in any good sample survey,
that there are spurts-there are changes that may be larger in 1
month and then sort of settle down over other months.

For example, if you take the household survey data and you
average them for 3 months, if you take for example May, June, and
July, you have a labor force of 111,519,000 for the average for those
3 months and then if you look at August, September, and October
and average them, you get 112,148,000. So that you have an in-
crease of 629,000, when you compare an average of the last 3
months to the prior 3 months. And if you do the same thing with
employment, you have an increase of those 3-month averages of 2
million.

Representative WYLIE. Is it still correct that payroll employment
increased by 320,000 during the month?

Ms. NORWOOD. Yes, that's correct.
Representative WYLIE. Thank you.
Senator PROXMIRE. Of course, the unemployment includes people

who are not included in establishment; isn t that correct?
Ms. NORWOOD. Certainly.
Senator PROXMIRE. So that it's much more comprehensive in that

sense.
What proportion of our work force would be included in estab-

lishments overall? The household survey includes everybody. You
don't question every household, but it includes, by implication from
the household that everybody belongs to some kind of household, so
it includes everybody. The establishments do not. Right?

Ms. NORWOOD. That's right, but if we take the payroll survey
level and add to it the groups that are not covered by the payroll
survey that are covered in the household survey, we get really to
about the same amount of change over the past 11 months.

There has been a 2.4 million increase in the payroll survey
during the recovery since December, and there has been a 2.8
millon increase in the household survey since last December, and
that 400,000 difference is just about fully made up by people in ag-
riculture, the self-employed, unpaid family workers, private house-
hold workers, and people who are on unpaid absences.

Senator PROXMIRE. So are you telling us really that the figures
that we have for October-I might interpret them as being good
figures, but not quite as good as the improvement between Septem-
ber and October suggests? In other words, September might have
overstated the unemployment and perhaps October understates it;
is that right?

Ms. NORWOOD. I guess my feeling is that there has been some
overstatement of employment in the household survey over a
period of many months. I think it goes back to last summer, as a
matter of fact, when we had a big increase of 1,229,000 in a single
month, and I think what we're seeing is some correction. And
that's why we have that big drop in the labor force.

Now I would also say that the labor force in the last 11 months
has been increasing relatively slowly. We have had about a
1,300,000 increase in the labor force in the last year from October
to October.

Senator PROXMIRE. Which is quite unusual under circumstances
where you have a strong recovery; isn't that right?



169

Ms. NORWOOD. Well, it's slower in comparison to past recoveries;
that is true. There may be some forces going on there. One of them
we know, of course, is that there are fewer young people in the
population. Their population is declining, so we are not getting the
kinds of increases of youngsters that we had in 1975-76.

Women's participation rates are not going up as strongly as they
did in the sixties and seventies. That may pick up or it may not.

Senator PROXMIRE. Now many of us are concerned about high in-
terest rates and the fact interest rates are likely to go higher in
view of the colossal deficits we're suffering. They have gone up
somewhat in housing, for example, and I note that housing starts
declined by 13 percent between August and September. Housing is
such an enormous employer in this country, it employs literally
millions of people, how soon might reduced levels of housing starts
affect employment in construction and related-supplier industries?

Ms. NORWOOD. I can't tell you that. I don't know.
Senator PROXMIRE. You don't know about the lag involved there?
Ms. NORWOOD. No; we have had an increase in construction em-ployment over the last 11 months and we have had an increase this

month and last month in employment in construction.
Senator PROXMIRE. But I would think that housing starts-be-

cause a typical house takes several months to construct, that it
might be some time before that reduction would be felt. Would that
be reasonable?

Ms. NORWOOD. It's possible, yes.
Senator PROXMIRE. And then following a 6-month period of virtu-

ally stable prices, the Consumer Price Index has been increasing at
a 5-percent annual rate since April. In which sectors are prices
rising most rapidly and are inflationary bottlenecks developing in
any industries?

Ms. NORWOOD. Well, prices have been going up for food, for hous-
ing. Medical care has stayed up and a few other products which we
can see in some of the producer price area.

Senator PROXMIRE. In your performance of wholesale prices, do
you expect the Consumer Price Index might continue or would belikely to continue to rise?

Ms. NORWOOD. Well, it's hard to predict. We do know that we
have had a drought, that has affected things like grain prices. The
Agriculture Department is projecting an increase in food prices. So
that I think is something that one can expect on the horizon just
because of natural events.

There does not appear to be much pressure on oil prices as of
yet. That depends on conditions in the Middle East I would expect.
Perhaps Mr. Dalton has something more to add to that.

Mr. DALTON. I think part of the acceleration we're seeing is the
absence of the weakness in energy prices that we had earlier.

Senator PROXMIRE. So energy prices have been falling and now
they're no longer falling.

Mr. DALTON. Right.
Senator PROXMIRE. What do wage settlements indicate?
Ms. NORWOOD. Wage settlements are coming in at somewhat

lower levels and, as our employment cost index shows, there is a
reduction in the rate of change for both wages, and salaries, and
compensation.
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Senator PROXMIRE. A lot of us are very concerned about unem-
ployment compensation benefits running out and people who are

unemployed no longer being eligible because they ve been unem-
ployed so long.

What proportion of jobless workers are collecting unemployment
insurance benefits?

Ms. NORWOOD. If we take the total unemployment as measured
in the household survey, there are about 32.2 percent-roughly
one-third are covered. If, however, we look at the regular unem-
ployment insurance benefits as a percentage of the people who

have lost their jobs who would be most likely to be covered, weed-

ing out the entrants and the reentrants, we're up to about 49 per-
cent.

Senator PROXMIRE. SO that less than half are covered by either
measure, but almost half are covered by the people who have lost
their jobs?

Ms. NORWOOD. Yes, and it has been declining.
Senator PROXMIRE. That seems to be a very low proportion since

we put so much stock and spent so much money on unemployment
compensation. During previous recessions has the proportion of

workers protected by unemployment insurance been as low as now?
Ms. NORWOOD. No.
Senator PROXMIRE. They have not been?
Ms. NORWOOD. No, they haven't been. In 1975, for example, we

had 67 percent. In 1980, it was 44.5 percent. It is extraordinarily
low.

Senator PROXMIRE. Why?
Ms. NORWOOD. I don't know.
Senator PROXMIRE. Are there any policies that we have adopted

or failed to adopt that have affected that?
Ms. NORWOOD. Well, the law has been changed several times and

there are more careful tests for eligibility. There are more restric-
tive definitions that are now being applied than were applied many
years ago. That's one possibility.

It's very hard to quantify any of that or the effect of it.
Mr. PLEWES. One of the speculations, of course, is that the length

of the recession has meant that many persons would just no longer
be eligible.

Senator PROXMIRE. Has this recession been longer than most re-

cessions? I had the impression that it has not been.
Ms. NORWOOD. Yes.
Senator PROXMIRE. It has been longer?
Ms. NORWOOD. Yes.
Mr. PLEWES. The recession up until December.
Senator PROXMIRE. We've been in a recovery period since Decem-

ber.
Ms. NORWOOD. yes.
Mr. PLEWES. But the recession up until then was longer.
Senator PROXMIRE. I thought the recession of 1982 was one of the

shortest recessions we've ever had. Am I wrong?
Ms. NORWOOD. The recession of 1980, but not of 1982.
Mr. PLEwXs. It started in July 1981.
Senator PROXMIRE. People who were unemployed from the reces-

sion in 1980 are still unemployed.
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Ms. NORWOOD. Well, you see, we had this back-to-back situation.
Senator PROXMIRE. The recovery period was the shortest then?
Ms. NORWOOD. Yes, and that may be an important factor.
Senator PROXMIRE. Now according to an analysis by the Center

on Budget and Policy Priorities, in many States the percentage of
jobless workers receiving benefits are well below the national aver-
age. For example, in Florida, only 18.6 percent of the unemployed
receive benefits. In Michigan, 21.9; Texas, 16.6; in Virginia, 20.5; in
South Dakota, 19.5 percent. Only four States are able to provide
unemployment insurance to more than half of their jobless work-
ers.

What explains such a big difference among the States and differ-
ences in numbers of long-term unemployed who are likely to have
exhausted their coverage?

Ms. NORWOOD. Each State, of course, as you know, has different
unemployment insurance law and the coverage requirements are
different. The administration of each law is different. Each State
also has a different industrial base. That's one of the problems we
have in trying to use administrative data in this country to develop
national information. The unemployment insurance data are af-
fected enormously by the differences in each State law.

Senator PROXMIRE. Well, maybe we can do something about
those colossal differences because it's obviously unjust.

Well, my time is up and I understand there's a vote in the
House.

Representative WYLIE. Thank you very much, Senator Proxmire,
for your contribution.

While I have the opportunity, Ms. Norwood, I want to publicly
express my appreciation for running a really good operation. When
we need information in our office we are always able to get it expe-
ditiously and I, for one, want to thank you for that.

I also want to thank you very much for your impressive appear-
ance here this morning-another impressive appearance-and for
the good news on the employment scene.

We all thank you; and the committee stands adjourned.
[Whereupon, at 11:10 a.m., the committee adjourned, subject to

the call of the Chair.]
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FRIDAY, DECEMBER 2, 1983.

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC CommrrrES,

Washington, D.C.
The committee met, pursuant to notice, at 9:30 a.m., in room SD-

106, Dirksen Senate Office Building, Hon. Dan Lungren (member of
the committee) presiding.

Present: Representative Lungren and Senator Proxmire.
Also present: James K. Galbraith, deputy director; Charles H.

Bradford, assistant director; and Mary E. Eccles, Christopher J.
Frenze, and Paul B. Manchester, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE LUNGREN,
PRESIDING

Representative LUNGREN. Welcome, Madam Commissioner, to
our monthly effort to try and understand what these figures mean.
We appreciate your appearance here. It has been said in interpret-
ing economic statistics that perhaps 1 month is a fluke, 2 months
may be an indication, and 3 months is a trend. But a full year of
economic recovery can mean only one thing-America is working
again.

It now has been 12 months since the business cycle reached its
trough and the economic recovery began. By all measures, the re-
covery has been strong, far stronger than even the most optimistic
expert would have dared to predict at this time last year.

While all economic indicators have improved markedly, perhaps
the most robust, but certainly the most satisfying, has been the
growth in employment. In fact, for the American worker, this is
the best economic recovery, apparently, that we've had in 30 years.

The number of unemployed Americans has declined by 2.3 mil-
lion in the last 12 months-more than in any recovery since World
War II.

The seasonally adjusted increase of 3.6 million in civilian em-
ployment is the largest employment growth in any recovery since
President Truman left office. And according to the raw data that
you have given us, 5.7 million more Americans have jobs now than
at the beginning of 1983.

November brought another large decline in the unemployment
rate, which has fallen 2.3 percentage points in the past year, an im-
provement evidently matched only once in the last three decades.

The leading economic indicators increased for the 14th consecu-
tive month in October, suggesting that employment growth will
continue.

(173)
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Following exceptional growth in gross national product in the
second and third quarters, some now suggest that the economic
growth this year will reach or top 6 percent.

Just as important is the fact that this economic growth is occur-
ring in a low inflation economy. For the last 5 months, inflation
has been 2.9 percent or less on an annual basis.

It has been 10 years since we've had a 12-month rate of inflation
that low. The CPI increased 2.9 percent from August 1971 to
August 1972.

We've certainly made significant progress in attacking inflation
which the previous administration termed as "the Nation's No. 1
economic problem."

But not only is this good news for consumers making purchases,
but lower inflation also should mean lower interest rates, spurring
production and allowing the economic recovery to gather more
strength.

In retrospect, it's clear that last December few forecasters could
see through the gloom to the boom year that we have had in 1983.
In fact, the administration projected an average annual unemploy-
ment rate of 10.7 percent for this year. Even without having the
December data, it's apparent that the annual rate is likely to fall
well below that forecast.

We can remember that the administration wasn't alone in their
modest forecast for economic recovery. Few economists foresaw the
strength and breadth of the economic expansion in job growth that
we witnessed during the last 12 months.

I must say that I am particularly happy to see that in California,
we are within the national trend. The figures that your office has
given us indicate that, seasonally adjusted, over the month, the un-
employment rate in California declined slightly in November from
8.4 percent to 8.3 percent, bringing it to our lowest rate since No-
vember, 1981, when we were at 8 percent. Total employment rose
significantly over the month in California from 11,265,000 to
11,384,000 in all major work groups. And if I can get parochial for
a moment, it evidently is the case that the unemployment rate,
nonseasonally adjusted for Los Angeles County, the Los Angeles-
Long Beach area, declined sharply, 2.7 percentage points over the
year, from 10.5 percent in November of 1982 to 7.8 percent in No-
vember of 1983.

And this is the largest over-the-year decrease in Los Angeles
County that we've had since August 1978.

The vigorously expanding economy should bring us good tidings
during the Christmas season. Some retailers have been reported as
anticipating a record year in Christmas sales. My wife and I have
gone out trying to find Cabbage Patch dolls and have been notably
unsuccessful, as has most of America. The expected big Christmas
retail boom will provide another shot in the arm for the economy
and this should help set the stage for continued growth in jobs and
the economy in 1984.

While it's certainly true that we all would like to see the unem-
ployment rate drop further, I believe one would have to be a
Scrooge to criticize the dramatic and historical drop in unemploy-
ment which we've witnessed during the past year.
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And I would invite Senator Proxmire, if you have an opening
statement.

OPENING STATEMENT OF SENATOR PROXMIRE
Senator PROXMIRE. Well, as Senator Scrooge, I'm happy to make

my little contribution here. [Laughter.]
You know, what amazes me, Ms. Norwood, is the fact that we

haven't had a bigger recovery. When you consider the colossal size
of the deficit-talk about pump priming. I mean, this makes the
Roosevelt administration look like pikers. In the worst year of the
Depression of the thirties the deficit was something like 41/2 per-
cent of the gross national product. This year, the deficit is 6½2 per-
cent of the gross national product. I mean, of course, these extrava-
gant Republicans with their irresponsible tax cuts and the colossal
increase in military spending of course has a terrific effect on Cali-
fornia, where you have so much of that military spending going on,
it's bound to have a stimulative effect on the economy.

The question, it seems to me, and I don't think we've had a
chance to pursue this question with you and maybe it's out of your
jurisdiction, but the question is what really threatens this econo-
my? I think there's a feeling on the part of many economists, all of
whom may be wrong, who feel that this is a very, very uneasy re-
covery. The recovery certainly is bounding along, as I say, as you'd
expect it to do when you're running a colossal deficit. It takes less
out of the economy in taxes and puts more in spending.

But the question is what effect will this overhanging deficit, with
the colossal amount of borrowing that the Federal Government is
going to do this year, next year, the year after that, what is that
going to do to slow down the economy and to distort the economy
so that the credit-sensitive industries are going to have heavy un-
employment; whereas, the service industries and others may not.

So I think that this isn't quite as everything-coming-up-roses and
with only poor old Scrooge left with the kind of an outlook we have
now.

We have a situation which I think is going to require some very
painful and tough congressional policies, if we can do it, to increase
revenues and to cut spending. And if we don't, I feel that we're
going to be in for a terrific inflation within a couple of years. And I
think that we ought to be prepared to consider what we, as Mem-
bers of Congress, can do to have as responsible and reasonable an
approach to this problem as possible.

Thank you, Congressman Lungren.
Representative LUNGREN. Thank you, Senator.
Senator PROXMIRE. Tiny Tim. [Laughter.]
Representative LUNGREN. Well, with a little bit of humbug, then,

let's go forward. [Laughter.]
Madam Commissioner, we're pleased to have you again, you and

your colleagues, and you may proceed as you wish.
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NoRWOOD. Thank you very much, Congressman Lungren and

Senator Proxmire. First, I'd like to remind you that I have with me
Mr. Plewes on my left and Mr. Dalton on my right, who are our
experts in employment and prices.

We are, of course, always very pleased to be here this morning to
try to interpret a little bit further the data which were released
this morning.

The employment situation continued to show strong improve-
ment in November. Employment rose and the unemployment rate
dropped sharply for the second consecutive month. The overall job-
less rate, which includes the resident Armed Forces, was 8.2 per-
cent, down half a point from October. The rate for civilian workers
fell from 8.8 to 8.4 percent. So far this year, the level of unemploy-
ment is down by 2.7 million to about 9.4 million.

Employment from the household survey rose 740,000 over the
month, after showing no change in October. Adult men dominated
this employment gain, as they have throughout most of the recov-
ery. Of course, they also had been hit the hardest during the reces-
sion. Since December, their employment has risen by nearly 2 mil-
lion, compared with 1.6 million among adult women.

Payroll employment, as measured in the business survey, also
rose in November-by 370,000. Strong gains continued in manufac-
turing, primarily in the durable goods sector. The largest growth
was posted by the machinery and electrical equipment industries.
Over the past year, factory jobs have increased by almost a million.
Employment in manufacturing, however, was still 1.2 million below
the July 1981 prerecession peak and 2 million below the alltime
high achieved in 1979.

The other large November payroll gain occurred in services,
150,000. While employment gains in that industry group were wide-
spread, they were paced by business services. Like manufacturing,
the services industry has gained almost a million jobs since Decem-
ber, and together, these two industries, services and manufactur-
ing, have accounted for over two-thirds of the overall gain in pay-
roll jobs.

Factory hours have declined by 0.3 hour over the past 2 months,
following a period of sustained rise. This may actually be a good
sign, since employers tend to increase hours before hiring addition-
al workers early in a recovery, when employer confidence is still
low. The switch from increased hours to new hiring or rehiring
may well be a sign that optimism is growing among employers.

The jobless declines that occurred in November were shared by
most worker groups, especially those who work full time and those
who had lost their last job. Also, the number of newly unem-
ployed-less than 5 weeks-was down substantially.

Since the recovery began, we've seen dramatic improvement for
most worker groups. The proportion of the population employed-
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the employment-population ratio-has risen considerably to 58.7
percent. Unemployment has declined by 2.7 million, with about
half of the reduction and joblessness occurring among adult men.
The jobless situation of black adult men has improved substantially
during the past year. It should be noted, however, that black teen-
agers have yet to make significant gains. The labor market situa-
tion for black teens remains particularly serious. A white teenager
is still 2Y2 times more likely to have a job than is a black teenager.

Last month, I discussed briefly with this committee the sizable
October fall in the civilian labor force figure which was somewhat
puzzling to many analysts. In November, the labor force rose
slightly. For a more complete understanding of what is happening
to the labor force, I think it is useful to examine labor force trends
over a longer timespan. From month to month, labor force num-
bers can be very volatile. Examined over a longer period of time,
however, labor force growth is an important part of the job market
picture.

Over the past year, from November to November, the civilian
labor force grew by about 1.3 million. This growth has been lower
than the growth we saw in previous recovery periods and some an-
alysts have suggested that the slower growth reflects an underlying
weakness in the economy. However, other factors, such as demo-
graphic trends, should be considered in assessing the meaning of
this slowdown.

The pace of labor force growth has been declining quite steadily
since the late 1970's, when annual growth of 2Y2 to 3 million was
the rule. A very important factor in the slower growth has been a
dramatic decline in the population of teenagers and, to a lesser
extent, of young adults. This, of course, produces a strong down-
ward pressure on labor force levels. For example, while 16- to 24-
year-olds increased their labor force by over 700,000 in the year
ending November 1978, in the past 12 months, their numbers
dropped by half a million.

Increases in the labor force of women between ages 25 and 54 are
only slightly below their earlier levels-about 1 million now com-
pared to about 1.2 million a year in the late 1970's. Also, the labor
force growth for adult men, except for those 55 years and over, has
remained quite constant, at around 800,000 a year. In summary,
there are a number of changes in the demographic composition of
the labor force that go a long way to explaining why we have seen
a slowdown in the rate of labor force growth.

The economic recovery, in terms of employment and unemploy-
ment developments, compares quite favorably to past recoveries.
The November statistics reported today continue to show strong
and widespread employment gains and further declines in unem-
ployment.

Congressman Lungren, my colleagues and I would now be glad to
try to answer any questions you may have.

[The table attached to Ms. Norwood's statement, together with
the press release referred to, follows:]
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UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-t1 ARIMA method X-11
Unad- method Rz

Month and year usted Dfida t Concura Re t2- month m iethod 2
rate prece renrtr Stable Total MTra not o~o

doe rn at extrapo- before
lation 1980)

(1) (2) (3) (4) (5) (6) (7) (8) (9)
1982:

November...................................................... 10.4 10.7 10.7 10.9 10.7 10.6 10.7 10.8 0.3
December...................................................... 10.5 10.8 10.8 11.1 10.9 10.8 10.8 11.1 .3

1983:
January......................................................... 11.4 10.4 10.4 10.2 10.4 10.7 10.4 10.3 .5
February........................................................ 11.3 10.4 10.4 10.1 10.4 10.8 10.4 10.3 .7
March........................................................... 10.8 10.3 10.4 10.2 10.3 10.5 10.3 10.3 .3
April.. . . . . . ....................................................... 10.0 10.2 10.3 10.3 10.4 10.1 10.2 10.2 .3
May .......................... 9.8 10.1 10.3 10.6 10.2 10.0 10.1 10.2 .6
June .......................... 10.2 10.0 10.1 9.9 9.8 10.0 10.0 9.9 .3
July .......................... 9.4 9.5 9.5 9.4 9.3 9.3 9.4 9.3 .2
August.......................................................... 9.2 9.5 9.6 9.4 9.5 9.5 9.5 9.4 .2
September..................................................... 8.8 9.3 9.4 9.2 9.3 9.1 9.3 9.2 .3
October......................................................... 8.4 8.8 8.9 9.0 8.9 8.9 8.9 8.9 .2
November...................................................... 8.1 8.4 8.4 8.6 8.4 8.4 8.4 8.5 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, December 1983.

EXPLANATION OF COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1967 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed by sum-
ming the 4 seasonally adjusted unemployment components and calculating that
total as a percent of the civilian labor force total derived by summing all 12 season-
ally adjusted components. All the seasonally adjusted series are revised at the end
of each year. Extrapolated factors for January-June are computed at the beginning
of each year; extrapolated factors for July-December are computed in the middle of
the year after the June data become available. Each set of 6-month factors are pub-
lished in advance, in the January and July issues, respectively, of Employment and
Earnings.

(3) Concurrent (X-11 ARIMA method).-The Official procedure for computation of
the rate for all civilian workers using the 12 components is followed exempt that
extrapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1980 would be based, during 1980, on
the adjustment of data from the period January 1967 through January 1980.

(4) Stable (X-11 ARIMA method).-Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
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factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure,
in which total unemployment and civilian labor force levels are extended with
ARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted total
unemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of each year.

(6) Residual (X-11 ARIMA method).-This is another alternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-
tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seasonally adjusted unemployment level is derived by substract-
ing seasonally adjusted employment from seasonally adjusted labor force. The rate
is then computed by taking the derived unemployment level as a percent of the
labor force level. Factors are extrapolated in 6-month intervals and the series re-
vised at the end of each year.

(7) 12-month extrapolation (X-11 ARIMA method).-This approach is the same as
the official procedure except that the factors are extrapolated in 12-month intervals.
The factors for January-December of the current year are computed at the begin-
ning of the year based on data through the preceding year. The values for January
through June of the current year are the same as the official values since they re-
flect the same factors.

(8) X-11 method (official method before 1980).-The method for computation of the
official procedure is used except that the series are not extended with ARIMA
models and the factors are projected in 12-month intervals. The standard X-11 pro-
gram is used to perform the seasonal adjustment.

Methods of Adjustment.-The X-11 ARIMA method was developed at Statistics
Canada by the Seasonal Adjustment and Times Series Staff under the direction of
Estela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12-564E, Feb-
ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method II
Seasonal Adjustment Program, by Julius Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967).
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THE EMPLOYMENT SITUATION: NOVEMBER 1983

Unemployment continued ita sarked decline in Novenher and employment roan sharply, the

Bureau of Labor Statistico of the U.S. Departnent of Labor reported today. The overall

unemployment rate, 8.2 percent, and the rate for civilian workers, 8.4 percent, both fell by

about half a percentage point for the aecond straight month and were about two-and-a-half points

below last Dece ber'a recessionary highs.

Total civilian employment--ca measured by the monthly sorvey of households-rose by 740,000

over the month to 102.7 million, seasonally adjusted, after showing little change in October.

The nunber of employees on nonagricultural payrolls--sa measured by the monthly survey of

estshbllineots--was up by 370,000 in Novenber, following a smaller advance in the prior month.

Since December, total civilian employment and nosfmar payroll employment have increased by 3.6

million and 2.8 million, respectively.

Unemployment (Household Survey Data)

The onuer of unemployed persons fell by 520,000 in November to a seasonally adjusted level

of 9.4 million, and the civilian worker unemployment rate declined frem 8.8 to 8.4 percent.

Since December 1982, the Jobless total has fallen by nearly 2.7 million, and the unemployment

rate has dropped by 2.4 percentage points.

The over-the-month improvement was shared by nearly all of the major demographic groups.

Jobless rates for adult men (7.8 percent) and adult women (7.1 percent) both posted sharp

declines for the second month in a row. The unemployment rate for teenagers, which had shown

little recovery from recessionary high levels until recent months, fell by 1.7 percentage points

to 19.9 percent in November. Over-the-month decreases also occurred in the rates for whites

(7.3 percent) and blacks (17.3 percent). The rate for black workers has declined by 2.7

percentage points since August, with most of the improvement among adult men. (See tables A-2

and A-3.)

The jobless rate for workers in durable goods menufactoring industries, at 9.1 percent, was

down 1.1 percentage points frem October and was substantially below the December 1982 high of

17.1 percent. There was also an over-the-month drop in the rate for wholesale and retail trade

workers. Unemployment emong full-time workers decreased by half a point over the month to 8.2

percent. (See table A-6.)

The unhber of newly unem.ployed--those jobless for less than 5 weeks--fell sharply for the

second straight month, while there was little over-the-month change in the other duration

categories. Both measures of the average duration of unemployment-the mean and median-were

about unchanged in November at 20.2 and 9.4 weeks, respectively. (See table A-7.)

a a

* In accordance with asual practice, the Employmdnt Situation

* release of December data, scheduled for January 6, will incorporate *

an-ual revisions in seasonally adjusted unemployment and other labor
* force series. Seasonally adjusted data for the most recent 5 years *
* are subject to revision.
a *

**************************************sc*********a*****aa ************
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Unemployment declined sharply in November aosng persosa ho lost their last jobs,
principally those ho ere permanently separated frtm their jobs. There as also so
ov r-the-month decline in th number of persons looking for work after a period of absence from
the labor force. Although there AS little over-the-month change in the number of workers on
layoff, this total has declined by nearly 1.2 mIllion since last Decenber, accounting for more
than two-fifths of the unmployment drop during the recovery. (See table A-8.)

Civilian Employment and the Labor Force (Household Survey Data)

The number of employed civilians rose by 740,000 in November to 102.7 millinn, seasonally
adjusted. Over-the-cnth gains occurred among each of the three major age-sem groups-adult
men, adult women, and teenagers. Since last December, total eployment haa risen by 3.6
million; in addition to strong growth amng private sector monagricultural wag and salary
workers, this also included a gain of half a illion among the self-employed. (See tables A-2
and A-4.)

Table A. Major Indicators of labor market activity, seasonally adjusted

I Quarterly averages I Monthly data I

Category j j I I Oct.-
j 1982 j 1983 I 1983. j Nov.
i I~F h I I -I change

HOUSEHOLD DATA 11 j II I III I Sept. I Oct. I Nov. I

Labor force 1/. 112,3071112,8251113,349114,0631113,h10113,7211 211
Total employment 1/ ................. I 101,2831101,6031103,2781103,6401103,6231104,3561 733

Civilian labor force ..... .............. l110,6291111,1561112,1681112,3681111,8151112,0361 221
Civilian employent ................. i 99,6051 99,9331101,5981101,9451101,9281102,671j 743
Unemployment ..................... 11,0251 11,2221 10,5711 10,4231 9,8861 9,3641 -522

Not in labor force .................... 61,8931 62,8011 62,2811 62,2341 62,9651 62,9161 -49
Discouraged workers ................. 1 1,6381 1,7091 1,6051 N.A.l N.A.l N.A.l N.A.

i I I I I I I

Percent of labor force
Unemployment rates: i i I I I I I

All workers I/ ...................... j 9.81 9.91 9.31 9.11 8.71 8.21 -0.5
All civilian workera ........... I.... I 10.01 10.11 9.41 9.31 8.81 8.41 -0.4

Adult men ......................... i 9.1j 9.41 8.81 8.71 8.21 7.81 -0.4
Adult omen ....................... j 8.41 8.51 7.91 7.81 7.41 7.11 -0.3
Teenagers .......................... 23.91 23.31 22.51 21.81 21.61 19.91 -1.7
White .......................... 8.81 .1 8.21 8.11 7.71 7.31 -0.4
Black .......................... I j19.31 20.71 19.51 19.01 18.1 17.31 -0.8
Hispanic origin ................... I 14.41 14.11 12.81 13.11 12.31 12.31 0

ESTABLISHINT DATA i
i Thousands of jobs

Nnnfacm payroll emplyment ............. 89,3161 89,4521 910,250p1 
9
0.

5
l1

9
l.D5pI

9
i.425pI 370p

Goods-producing industries ........... 23,6821 23.3411 23,8301 23,935124.164pj24.309pj 1
4

5p
S1r-ice-producing industries ........ I 65,6351 66,1101 66,4211 

6 6
,

9
1

6
1

6 6
,8

9
1pl

6 7
,116pl 225p

i I I I I I I

i Nours of work
Average wekly hours: i I I I I j

Total private nonfar ................ 34.8l 35.01 35.11 35.21 35.3pj 35.2pi -O.lp
Manufacturing .................... I 39.01 40.11 40.41 40:81 40.6pj 40.5pi -O.lp
Manufacturing overtime .............. 2.31 2.81 3.11 3.31 

3
.

4
p| 3.3pi -O.lp

I I I I I I I
1/ Includes the resident Armed Forces. N.A.-not available.
p-preliminary.
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The civilian labor force rose slightly is November bht was op by 1.3 million over the year.

The member of admlt om. and women rose by 800,000 and 900,000, respectively, from their

year-earlier levels, while there was a 420,000 redaction in the teenage labor force. This

reduction stemmed both from their declining popolation and rate of labor force participation.

The participation rate for admit women continued to move opward, though at a somewhat slower

pace than in the 1970's, while adult emes participation smstaioed its slow long-term decline.

(See table A-2.)

Industry Payroll Employmet (Establslnoent Survey Data)

Total monagricultoral payroll employment rose by 370,000 im November to 91.4 nillln,

seasonally adjosted. Am in the past several months, growth was particularly strong in dmrable

goods manofactoring, services, and construrtion. The November gains were widespread, as

three-fifths of the 186 indostrien in the BLS inden of diffuinon registered incrases. The

diffision ilden of aver-the-month changes has exceeded 60 percent is each of the past 9 months.

(See tables B-1 and B-6.)

The services industry was the biggest gainer in November, with an increase of 150,000 jobn.

Manofacturing enploymest continued to advance (115,000), led by machinery and electrical

eqoipmnot, and there was also an increase in finance, insorance, and real estate. Mining won

the ooiy industry division to post a decline.

Total onnfarm employment has risen by 2.8 million since last Deceeber's recessionary low and

was only 60,000 short of the Joly 1981 pro-recession high. Most of this growth occurred in

manufactoring (980,000), services (905,000), retail trade (315,000), and c.nstruction (285,000).

Manmfactoring employment, however, remained 1.2 million below its July 1981 level.

Weekly Hour (Establishnent Survey Data)

The average workweek of prodoction or nonsoperviso-y workers on private nonagricoltoral

payrolls edged down 0.1 hoor from October to 35.2 hoors, seasonally adjusted, the same level as

in September. Weekly hoors in manofactoring declined 0.1 hoor as well, to 40.5 hoors. Overtime

hoors in manofactoring also were off a tenth to 3.3 hoors. (See table B-2.)

The index of aggregate weekly hoors of prodoction or nonsmpervisory workers rose 0.2

percent, seasonally adjosted, to 108g4 (197'=100), reflecting the increase in employment. The

November ilden was at ito highest level since August 1981. The index for nanifactoring advanced

0.8 percent to 93.5 and wan 12.5 percent above last December's low. (See table B-5.)

Hoorly and Weekly tarnings (Establishment Survey Data)

Average hourly earnings edged down 0.1 percent in November, and average weekly earnings

decreased 0.4 percent, seasonally adjosted. Prior to adjostoent for neasonality, averago hoorly

earnings fell I cent in November to $0.14, and average weekly earnings declined by $1.17. Since

November 1902, average horly earnings have risen by 33 cents amd average weekly earnings by

$15.52. (See table B-3.)

The Hourly Earnings Ilden (Establishment iorvey Data)

The Hoorly Earnings Ilden (HEt) was 156.7 (1977=100) in November, seasonally adjustmd,

essentially unchanged fron October. For the 12 monthb ended in November, the increase (before

seasonal adjostment) was 3.7 percent. The H81 exclodes the effects of two types of changes

onrelated to onderlying wage rate noveients--floctoationn in overtime in manufactoring and

interindostry employment shifts. In dollars of constant purchosing power, the HEI increased 1.4

percent doring the 12-month period ended in October. (See table B-4.)
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Explanatory Note

This news release presents statistics from two major suveys,
the Current Population Sorey (household surny) and the
Current Emplayment Statistis Survey (establishment surey).
The household suvey provide the information on the labor
force, total employment. and unemployment that appears in
the A tables, marked HOUSEHOLD DATA. It is a sample
suvey of about 60,00fl households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on the
employment, hours, and earnings of workers on nonag-
ricultural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. This information is collected
from payroll records by nts in coopecation with State agencies.
The sample includes approximately 189,f)00 estab-
lishments employing about 36 million people.

For both surveys, the data for a given month are actually
collected for and relate to a particular week. In the household
suey, unless otherwise indicated, i is the calendar week that
contains the 12th day of the month, which is called the surey
week. In the establishment survey, the reference week is the
pay period including the 12th, which may or may not corres-
pond directly to the calendar week.

The data in this release are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justments. and the inevitable variance in results between a
surey of a sample and a census of the entire population. Each
of these factors is eplained below.

Coverag, defilntlons and differentes between surveys
The sample households in the household surey are selected

so as to reflect the entire civilian noninstitutional population
16 years of age and older. Each person in a household is
classified as employed, unemployed, or not in the labor force.
Those who hold more than one job are classified according to
the job at which they worked the most hours.

People are classified as employed if they did any work at all
as paid civilians; worked in their own business or profession or
on their own farm; or worked 15 hours or more in an enter-
prise operated by a member of their family, whether they were
paid or not. Pesple are also counted as employed if they were
on unpaid leave beca-se of illness, bad weather, disputes be-
tween labor and management, or personal reasons. Members
of the Armed Forces stationed in the United Statr are also in-
cluded in the employed total.

Pesple are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had I
no employment during the surey week, they were available X
for work as that time; and they made specific efforts to find
employment sometime during the prior 4 weeks. Also included I
among the unemployed are persons not locking for work r
because they were laid off and waiting to be ercalled and those t
expecting to report to a job within 30 days.

The laborfonre equals the sum of the number employed and
the number unemployed. The unemployment rate is the a
percentage of unemployed people in the labor form (Irilion
plus the resident Armed Forcesm. Table A-5 presents a special c

grouping of seven measure of unemployment based on vary-
ing definitions of unemployment and the labor force. The
definitions are provided in the sable. The most restrictive
definition yields U-I, and the most comprehensive yields U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a cvilian labor forc base.

Unlike the household suney. the estabhshment sure only
counts wage and salary employees whose names appear on the
payroll records of nonagriculsural firms. As a remst, there are
many differences between the two surveys, among which ore
the following:

---The household suvey, although based 0n a smaller sam-
ple, reflects a larger segment of the Population; the establish-
ment surey eucludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;
--The household surey includes people on unpaid leave

among the employed: the establishment sury does not;
---- The household survey i limited to those 16 years of age

and older; the establishment survey is not limited by age;
---- The household survey has no duplication of individuals,

because each individual is counted only once; in the establish-
ment surey, employees working at more than one job or
otherwise appearing on more than one payrol would be
counted separately for each appearance

Other differences between the two surveys are described in
"Comparing Employment Estimates from Household and
Payroll Sureys," which may be obtained from the BLs upon
request.

Seasonal adjustment
Over a course of a year, the size of the Nation's labor force

and the lvels of employment and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or eupanded production, harvests, major
holidays, and the opening and closing of schools. For e.am-
pIe, the labor force increases by a large number each June,
when schools close and many young people enter the job
market. The effect of such seasonal variation can be very
large, over the course of a year, for esample, seasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.

Because there seasonal crents follow a more or lets regular
pattern each year, their influence on statistical trends can be
eliminated by adjusting the statistics from month to month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
;chool's-out esample, the large number of people entering the
obor force each June is likely to obscure any other changes
hat have taken place since May. making it difficult to dete
nine if the lvel of economic activity has risen or declined.

-owever, because the effect of students finishing school in
revious years is known, the statistics for the current year can

be adjusted to allow for a comparable change. Insofar as the
easonal adjustment is made correctly, the adjusted figure pro-
ides a more useful tool with which to analyze changes in
conomic activity.

Measures of labor force. employment, and unemployment
contain components such as age and s. Statistics for all
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employees, production workers, average weekly hours, and

average hourly earnings include components based on the

employer's industry. All these statistics can be seasonally ad-

justed either by adjusting the total or by adjusting each of the

components and combining them. The second procedure

usually yields more accurate information and is therefore

followed by BLS. For example, the seasonally adjusted figure

for the labor force is the sum of eight seasonally adjusted

civiian employment components, plus the resident Armed

Fores total (not adjusted for seasonalty). and four seasonally

adjusted unemployment components; the total for unemploy-

ment Ls the sum of the four unemployment components; and

the overall unemployment rate is derived by dividing the

resulting estimate of total unemployment by the estimate of

the labor force.
The numerical factors used to make the seasonal ad-

justments are recalcudated regularly. For the household

survey, the factors are calcutated for the January-June period

and again for the July-December period. The January revision

is applied to data that have been published over the previous 5

years. For the establishment survey, updated factors for

seasonal adjustment are calculated only once a year, along

with the introduction of new benchmarks which are discussed

at the end of the next section.

SamplIng ieibillly
Statistics based om the household and establishment surveys

are subject to sampling error, that is, the estimate of the

number of people employed and the other estimates drawn

from these surveys probably differ from the figures that would

be obtained from a complete census, even if the same question-

naires and procedures were used. In the household survey, the

amoum of the differences can be expressed in terms of stan-

dard errors. The numerical value of a standard error depends

upon the size of the sample, the results of the survey, and other

factors. However, the numerical value is always such that the

chances are 68 out of tll that an estimate based on the sample

will differ by no more than the standard error from the results

of a complete census. The chances are 90 out of 100 that an

estimate based on the sample will differ by no more than 1.6

times the standard error from the results of a complete censas.

At the 90-percent levne of confidnece-the confidence limits

used by BLS in its analyses,.the error for the monthly change in

toad employment is on the order of plus or minus 335,000; for

total unemployment it is 240,000; ad, for the overall

unamployment rate, it is 0.21 percentage point. These figures

do not mean that Ihe sample results are off by these

magnitudes but, rather, that the chances are flout of lfll that
the "true" level or rate would not be expected to differ from

the estimates bv more than these amounts.
Sampling errors for monthly surveys are reduced when the

data are cumulated for several months, such as quarterly or

annually. Also, as a general rule, the smaller the estimate, the

larger the sampling error. Therefore, relatively speaking. the

estimate of the size of the hbor force is subject to less error

than is the estimate of the number unemployed. And, among

the unemployed, the sampling error for the jobhess rate of

adult men, for example, is much smaller than is the error for

the jobless rate of teenagers. Specifically, the error on monthly

change in the jobless rate for men is .29 percentage point; for

teenagers, it is 1.28 percentage points.
In the establishment survey, estimates for the 2 most current

months are based on incomplete retunrs; for this reason, these

estimates are labeled preliminary in the tables. When all the

returns in the sample have been received, the estimates are

revised. In other words, data for the month of September are

published in preliminary form in October and November and
in final form in December. To remove errors that build up

over time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to

establish new benchmarks-comprehensise counts of

employment-against which month-to-month changes can be

measured. The new benchmarks also incorporate changes In
the classification of industries and allow for the formation of

new establishments.

Addilonal iatistsis and other Information
In order to provide a broad view of the Naoion's employ-

ment situation. BLS regularly publishes a wide variety of data

in this news release. More comprehensive statistics are contain-

ed in Employmeut and Earnings, published each month by

ats. It is available for 16.(0 per issue or 139.00 per year from

the U.S. Government Printing Office, Washington. D.C.
20204. A check or money order made out to the Superinten-

dent of Documents mast accompany all orders.
Emprloyment and Earntigs also provides approximations of

the standard errors for the household survey data published in

this release. For unemployment and other labor force

categories, the standard errors appear in tables B through J of

its "haxplnatory Notes." Measures of the reliability of the

data drawn from the establishment survey and the actual

amounts of revision due to benchmark adjustments are pro-
vided in tables M, 0, P, and Q of that publication.
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Representative LUNGREN. Well, thank you, Madam Commission-
er. Let me go a little bit into what you addressed in the final part
of your statement, and that is the question of labor force growth.

Last month, as you suggested, we had what appeared to be a
drop of 500,000. This month, we see an increase of 200,000, I believe
it is. And yet, you have suggested to us that this is not something-
when we put all the figures together-that ought to surprise us be-
cause, in fact, we have had some major demographic changes. The
postwar baby boom crest is over as far as entrants to the job market.

Is this a phenomenon that we will see for some extended period of
time and that we ought to anticipate as we go forward?

Ms. NORWOOD. Well, we expect, certainly, that there will be a
slowdown in the rate of labor force growth throughout the 1980's,
and that there will be a change in the composition of the labor
force. There will be fewer young people entering the labor force
purely because there are fewer young people. There were fewer of
them born to grow up to enter the labor force. And probably, the
other important demographic change in the future will be that be-
cause of comparative birth rates, a larger proportion of the labor
force will be made up of minority workers.

Representative LUNGREN. Now you mention in your statement
about the fact that we had increases, major increases, in both man-
ufacturing and in services; yet, the employment in manufacturing
is still below the alltime high in the prerecession peak.

My question on that is: Is that consistent with the changes in the
makeup of our employment composition that we ought to expect?
That is, there has been a lot of far-ranging forecasting about the
makeup of our economy in the future with respect to movement
away from the great reliance we had on manufacturing to a great-
er reliance on services.

I guess what I'm asking you is are these figures anything that we
ought to be surprised at or are they consistent, as I say, with the
developments that we have seen projected?

Ms. NORWOOD. It's hard to know what we should be surprised at,
Congressman. It's clear that there is a structural change going on
in the United States, as well as, as a matter of fact, in many other
countries. Many of the so-called smokestack industries which had
peak levels of employment in the late 1970's have had rather
steady periods of decline since that time, exacerbated, of course, by
the recession. Some of those industries have recovered. The auto in-
dustry, for example, is now just about back to its prerecession level,
but still considerably below the peak levels of 1979.

Other industries have recovered more-lumber and wood prod-
ucts, for example-spurred probably by construction and housing,
to a level of employment that is higher than they had in July 1981.
On the other hand some industries, like steel, still have a very re-
duced employment level and so far have shown little sign of pick-
ing up. There are other industries, such as machinery, which were
somewhat slower to pull out of the recession but which now are be-
ginning to improve.

So I think the answer to your question, really, is, yes; there is
some change going on. How much of the employment in manufac-
turing will no longer be there and how much of it is just a question
of time to come back, I can't say.
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Representative LUNGREN. Out of the wealth of good, positive
signs that you've given us is one rather strong caution, and that is
in the area of black teenage unemployment. It's something that
we've talked about at previous hearings.

You indicate that a white teenager is still 2Y2 times more likely
to have a job than is a black teenager. How does that compare with
that opportunity ratio, if you will, if I can coin a phrase, in previ-
oUs postwar recovery periods?

The reason I ask that is I've seen some work done by Mr. Walter
Williams and others that indicate that shortly after the Korean
war experience, we had rather comparable rates between black and
white teenagers. And I just wondered how different is what we
have now from what we've seen in other postwar recoveries, as one
means of trying to define the problems and see if there are trends
that have developed in the succeeding postwar recoveries that we
have had.

Ms. NORWOOD. Well, of course, the first point of importance is
that there are many fewer teenagers than there have been in the
last several years. Their population is declining, as I have indicated
earlier. But if you go back to the previous recession, we were in a
period of having the baby boom generation growing up. So the
teenage population was increasing.

It's quite clear that the minority population of this country has
almost always had a harder time in the labor force than the white
population has. I'm not sure that I have any specific information
here on black teenagers compared to previous recessions. There
seems to be a growth in employment for black men. Black women
seen, during this recession, to be just about even, perhaps up slight-
ly in employment.

There has also been, and I think we need to take account of the
sociological changes, a very large increase in the number of single
parent families; a large number of those are black and a large
number of those families are living in poverty. So, some of these
unemployed black teenagers are living in rather poor economic cir-
cumstances.

Representative LUNGREN. Perhaps I could ask you at sometime
in the future to submit to the committee some comparisions of the
ratio of unemployment between black and white teenagers in our
past postwar recoveries.

Ms. NORWOOD. Yes.
Representative LUNGREN. I'd really like to take a look at that

and see if we can glean anything out of that that might give us
both some questions and some answers to those questions.

Senator Proxmire.
Senator PROXMIRE. I think among the other happy notes here,

that we have in this past month, in November, the highest level of
employment that we have ever had in the history of our country in
any month.

Is that correct?
Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. And that's both in absolute terms and season-

ally adjusted terms.
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Ms. NORWOOD. Before seasonal adjustment, the number was
higher during this past July and August because of the summer-
time influx of schoolage youth.

Senator PROXMIRE. And in absolute terms, we can certainly
expect that December, on the basis of all past experience, will be
even better because December is a high employment month.

Is that right?
Ms. NORWOOD. Well, historically we halve found little difference

from November to December in the unadjusted data as there are
offsets between reduced outdoor activities and the seasonal growth
in trade.

Senator PROXMIRE. Now, you're a fine economist, Ms. Norwood. I
realize that you're not a prognosticator or a predictor. But let me
make you a little uncomfortable by asking, shouldn't we expect
that this beautiful nirvana will grind to a halt late next year or
early in 1985 with a clash between immense Federal borrowing and
the needs of the growing private sector, so that interest rates are
likely to go up and construction and homebuilding and the auto-
mobile purchasing and so forth, all of which depend very heavily
on credit, are likely to be retarded?

Would that be a likely expectation, in your view?
Ms. NORWOOD. Well, I know, Senator Proxmire, that you, espe-

cially, have paid a great deal of attention to the need to reduce
budget deficits, and I would hope that you're successful. [Laughter.]

Senator PROXMIRE. I appreciate that.
Representative LUNGREN. The spirit of Christmas. [Laughter.]
Senator PROXMIRE. Would you expect, with a deficit of $200 bil-

lion, roughly, and with every indication that we will have a deficit
of roughly the same size in the coming year, that would tend to put
pressure on interest rates if the recovery continues in 1984 as it did
in 1983.

What I am really asking is whether you or your colleagues have
any view as to whether we're approaching the limits of capacity
utilization, the limits of skilled manpower, availability, and so
forth, is going to begin to put pressure on the economy from the
standpoint of inflation or from the standpoint of credit needs?

Ms. NORWOOD. I really don't have any way to respond to that.
Capacity utilization is up, but it is still not as high as it could be.
We don't see really so much a problem of shortage of labor force in
the years ahead, as much as, perhaps, a mismatch of the skills of
people and the need for jobs and the training that is required. I
think that that's a very real problem that we need to address.

Senator PROXMIRE. So one problem, obviously, from what you say
that the Congress might follow to help the situation is to provide
more for technical training, vocational training, the kind of skills
that will be in demand?

Ms. NORWOOD. Well, I think that attention needs to be given to
the fact that there are dislocations going on in the economy and
that there are shifts going on. Some of the smokestack industries
are tending to decline in employment and some of the service in-
dustries are increasing. The skills needed are different. I believe
there are some programs that Congress has already passed to try to
deal with some of those dislocations.
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Senator PROXMIRE. So you think a level of 8.2 percent overall un-
employment leaves plenty of leeway, at least for the foreseeable
future, so that there shouldn't be much wage pressure on prices.
Right?

Ms. NORWOOD. I don't know what the future will bring. As of
now, I think that the capacity utilization figures suggest that there
is still some room for expansion.

I don't know about the future.
Senator PROXMIRE. Over the last year, the civilian labor force in-

creased by 1.3 million. You've noted that this growth is slower than
in previous recovery periods, partly due to a smaller youth popula-
tion and other demographic changes.

In addition to the 1.6 million people counted as discouraged
workers, how many of those currently outside the labor force indi-
cate intentions to look for work in the near future?

Ms. NORWOOD. I don't believe we have any information on that,
Senator Proxmire. You're right about the discouraged workers, of
course. They are out there.

Senator PROXMIRE. They're not asked whether they intend to
look for work in the future, near future?

Mr. PLEWEs. I'm sorry. We don't have those figures here. We can
submit them for the record.

Senator PROXMIRE. Will you supply those for the record?
Mr. PLEwEs. Yes.
Ms. NORWOOD. Yes.
[The following information was subsequently supplied for the

record:]
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Senator PROXMIRE. What would happen to unemployment if the
labor force grows more rapidly? For example, more in line with the
pattern of previous recoveries?

Ms. NORWOOD. Well, it would depend on whether that was ac-
companied by an increase in employment and, of course, the extent
of that increase. If it were accompanied by an equal increase in
employment, nothing much would happen to unemployment. If it
happened without any increase in employment, then, clearly, there
would be an increase in the unemployment rate. And if the em-
ployment gain exceeded the growth in the labor force, unemploy-
ment would decline.

Senator PROXMIRE. Well, I guess what I'm really asking is how
much of this sharp improvement in the unemployment rate is at-
tributable to a slow growth in the labor force compared to past re-
coveries? How much of it is due to the strength of the recovery?

Ms. NORWOOD. I'm not sure that I can answer that question,
really, because, in many ways, there are, as I indicated, some
changes in the structure of the population. Perhaps a better way to
look at it would be to look at the employment-population ratios.
And the employment-population ratio-that is, the percentage of
the population who are employed-is relatively high by historic
standards. It's not the highest ever, certainly. It was higher in
1979.

Senator PROXMIRE. Well, the reason it's high, of course, is be-
cause women are coming into the labor force as never before, and
that's a long-term trend that has gone on since the 1950's, isn't it?

Ms. NORWOOD. Yes.
Senator PROXMIRE. And if you can correct for that, then it seems

to me that the situation isn't quite that--
Ms. NORWOOD. I'm not sure why you would want to correct for

that, Senator Proxmire. [Laughter.]
Senator PROXMIRE. Well, I'm not sure that it can continue, be-

cause women are in the labor force now to an extent that may
reach saturation.

Ms. NORWOOD. Well, some countries have as much as 60 percent
labor force participation of women. I'm not suggesting that that's
going to occur in the United States, but I think that the patterns of
labor force participation of women suggests that women are in the
labor force to stay. And it is true that we can standardize and look
back and see what would have happened had conditions been dif-
ferent. But they are not. The women are there. The youth were
there. The youth population is beginning to be reduced in total, in
absolute numbers. And the minority population is clearly going to
be a larger proportion of the labor force. I think that's the way we
ought to be looking at it. That suggests that there may be some
problems.

Senator PROXMIRE. In November, 3 of the 10 largest States-
Michigan, Ohio, and Pennsylvania-still had double-digit unem-
ployment rates, even though the national average was 8.4 percent.
How many States still have jobless rates above 10 percent? And
which ones?

[Pause.]
Mr. PLEwEs. Nine States in September.
Senator PROXMIRE. Nine States. Is Wisconsin one of them?

30-462 0-84-14
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Mr. PLEwEs. No, sir.
Senator PROXMIRE. Good. [Laughter.]
Do a relatively small number of hard hit States account for a

large proportion of current employment, or is unemployment still
relatively disbursed?

Ms. NORWOOD. If we think about where the changes in employ-
ment are occurring, it's quite clear that a relatively small number
of States still have a very high proportion of durable manufactur-
ing industries and that although employment in durable manufac-
turing has been improving considerably in the last couple of
months, it still has some way to go.

Employment in durable goods manufacturing, for example, has
only recovered about 45 percent of the jobs lost between July
1981-the pre-recession peak-and the end of 1982. And those
States which are dependent on particular durable manufacturing
industries that have not recovered very much, still suffer serious
difficulty.

On the other hand, there has been a tremendous increase in the
service-producing sector, particularly in the services industry. And
that tends to be spread in different places.

Senator PROXMIRE. Now your report shows that 5.9 million
people, or 200,000 more than in October, were considered part time
for economic reasons, working part time for economic reasons in
November.

Why does the number on involuntary part-time schedules remain
so high?

Ms. NORWOOD. I don't know.
Senator PROXMIRE. Can you give us some guesses; educated? Well

educated?
Ms. NORWOOD. There has been a decline of 600,000 over the year.

It's coming down very slowly. I just really do not know.
Senator PROXMIRE. Well, from your report, it appears that in No-

vember, several hundred thousand jobless persons found work in
manufacturing and service industries. Does your survey indicate
how much of this work was full time or whether the new jobs pay
wages comparable to what workers had previously earned?

Ms. NORWOOD. Well, we cannot isolate the new jobs from other
jobs. Nor can we compare a worker's current wage with a previous
wage in our regular monthly survey.

Senator PROXMIRE. Well, about all you can do in that-I guess
you can assume that there are some industries that are obviously
better paid than others. Manufacturing is much better paid than
retail, for example. Isn't that right?
-Ms. NORWOOD. Yes, that's quite right. But, on the other hand,
some of the establishments included in the services industry are
quite sophisticated, require quite a lot of training, and are quite
high paying.

Senator PROXMIRE. Let me ask you about the auto industry. We
have a lot of it in our State and it's very important in the Middle
West. Auto inventories have fallen sharply and employment in the
industry has been increasing. Because factories have been closed,
will this industry reach production capacity limits unless new
plants are opened? And are auto plants making extensive use of
overtime to meet production standards?
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Mr. PLEwES. I know that overtime is increasing. We're now
seeing about 13 of the roughly 24 assembly plants on overtime. The
average overtime hours for a production worker in the auto indus-
try right now is nearly 6 hours. There's a good bit of overtime
being worked.

On the capacity utilization, I don't think we have any particu-
lar-

Senator PROXMIRE. You made the statement, in general, that we
weren't that close to full utilization of capacity in this country. On
the other hand, are there other industries that are operating close
to capacity besides auto?

Ms. NORWOOD. There may well be.
Senator PROXMIRE. You don't have any record of that? Will you

check it out and let us know?
Ms. NORWOOD. Yes; we'd be glad to.
Senator PROXMIRE. Some indication of whether or not there will

be inflationary pressures.
Your report shows unemployment in the construction industry at

15 percent, which is still very, very high by any measure and well
above the averages in most occupations. Is growth tapering off in
this sector at a relatively early stage of the economy's recovery be-
cause of interest problems?

Ms. NORWOOD. There still seems to be growth in construction.
There was, for example, a 38,000 increase, which is, for a small in-
dustry-there are only some 4 million people employed-what we
would expect.

Obviously, it depends upon housing starts. And there has been
some reduction in housing starts in the last month or so.

Senator PROXMIRE. During this business cycle, overall unemploy-
ment rose from 7.2 percent to 10.8 percent before falling to 8.4 per-
cent this November-or 8.2 percent, depending on which measure
you take. Which worker groups had the largest rises in unemploy-
ment during the 18 months in which joblessness was increasing
and which groups experienced the most rapid reemployment since
last December?

Ms. NORWOOD. Clearly, the most rapid increase in unemployment
was among adult men. And that's because of the concentration of
the focus of the recession in durable goods manufacturing and con-
struction which tend to have a large number of men in their work
forces.

Women also had increases in unemployment, but not nearly of
the magnitude that men had. In the recovery, the reduction in un-
employment has been sharper for men than for women.

The black population always has a harder time in the labor
market and they have had a large increase in unemployment, al-
though it wasn't really so much a part of this past recession. They
never showed much improvement after the 1980 recession and only
lately has the overall black unemployment rate begun to come
down a little.

Senator PROXMIRE. So the blacks have not had an opportunity to
recover the way whites have.

Ms. NORWOOD. Not as much as the whites-that's true; yes.
Senator PROXMIRE. And how about men as compared with

women? Have they been able to recover? It seems to me that it was
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only a few months ago that the unemployment rate for women fell
below that of men. And now, it's sharply below. It's 7.8 compared
to 7.1, or something like that.

Ms. NORWOOD. It was fairly early in the recession that the unem-
ployment rate for men became higher than the unemployment rate
for women. It stayed there. The gap between them increased, with
the men having a higher rate, and it's still with us. The unemploy-
ment rate for adult men is 7.8 in November and for women it's 7.1.

Senator PROXMIRE. Let me ask you just one technical question
before I yield back to Congressman Lungren. Because seansonal ad-
justment factors are heavily influenced by the experience of recent
years, the last 3 of which were recessions, will there be some bias
in this season's adjustment and what is the magnitude of that bias?

Ms. NORWOOD. As you well know, Senator Proxmire, seasonal ad-
justment is a very imperfect statistical technique. And you quite
rightly suggest that it is dependent upon past developments.

We know that in the last several years, particularly the most
recent past, not just this period, but the last, say, 2 or 3 years
before, that there were declines because we were in recessions. And
so it is entirely possible that there may be some exaggeration of
the 740,000 employment gain this month.

I don't see any evidence, and we have looked at this with some
care, that the exaggeration is an enormous one.

Senator PROXMIRE. Let me put that a little more precisely in
terms of the figures that we have out today. Before seasonal adjust-
ment in these figures, employment grew by 359,000 in the house-
hold survey. Could some of the large seasonally adjusted gain of
740,000 be explained by the process having anticipated a weaker
situation was likely to occur?

Ms. NORWOOD. Some of it, yes. Some of it could be a question of
seasonal adjustment.

Senator PROXMIRE. How much of it, roughly?
Ms. NORWOOD. I really don't know, but I'd be surprised if it

would be more than a tenth or two.
Senator PROXMIRE. Thank you, Congressman Lungren.
Representative LUNGREN. Seasonal adjustments are something

that we have discussed many other times and it's difficult for us to
understand. It's difficult for constitutents to understand.

But as I understand the raw data, we have approximately 4.2
million Americans working today who were not working in Decem-
ber. Is that correct? In other words, the nonseasonally adjusted fig-
ures show a growth of 4.2 million.

[Pause.]
Ms. NORWOOD. There has been an increase of 4.2 million in the

level of employment between December 1982 and November 1983,
before adjustment for seasonality.

Representative LUNGREN. It seems to me that we can talk about
seasonal adjustments and so forth, but the drop that we have had
the last 2 months at least surprised me. In trying to talk with
people before we have these sessions, no one was willing to venture
a guess that we would have the drops that we have had. And if you
add the two together over the last 2 months, it's almost a full per-
cent. It's nine-tenths of a percent.



207

I went through the data and it appeared that the last time we
had such a large 2-month decline was back in 1949. Is that consist-
ent with what your review of the data shows?

Mr. PLEwnS. We found another 2-month span in 1958. But that's
essentially correct. It's been a good long time.

Representative LUNGREN. In going through that material, some-
one suggested to me, however, there is some problem in evaluating
the 1949 statistics. Can you tell us what that is?

Mr. PLEwEs. That's correct. That's when the survey was relative-
ly new, and we had some problems in the classification of workers
during a large coal strike in October 1949.

We understand that many strikers were misclassified as unem-
ployed rather than as employed.

So the data is, I guess, hazy for that period.
Representative LUNGREN. At least with that one 2-month period

in 1958, this is the best we've had, perhaps 1958, but going all the
way back to 1949.

Is that right?
Mr. PLEwEs. That's correct.
Representative LUNGREN. I wonder if, Ms. Norwood, you could

briefly explain a little bit more fully the usefulness of the employ-
ment population ratio. What does that really tell us? Why is that
an indicator that we should pay some attention to?

Ms. NORWOOD. The employment population ratio merely tells us
what proportion of the population is employed. It's important, I
think, in looking at a number of issues. First, of course, it looks at
employment without getting into the problems of the volatility of
the labor force. Also, it takes the growing population into account.
For those reasons, I think it is quite important.

The employment population ratio was 58.7 percent in November.
As I've said before, that's a relatively high figure by historical
standards. It has been as high as 60.1 percent, however, in some
earlier years.

Representative LUNGREN. We have had--
Ms. NORWOOD. I think, however, that we need to look at the em-

ployment-population ratio in particular for those groups of the pop-
ulation who tend to have less labor force participation, particularly
the minorities. For the minorities, I think, if you just look at the
unemployment rates, you are losing something because so many of
them tend to be out of the labor force entirely. And so for our
black population, particularly for black teenagers, the employment-
population ratio is really an extraordinarily important figure and,
I think, makes it possible to analyze better their problems than if
we just focused on their unemployment rate.

Representative LUNGREN. We have had an overall increase from
the trough of this recession to the present time in this ratio, have
we not?

Ms. NORWOOD. The series low was 57.1 in February and March.
The recession trough as designated by the NBER, was November
1982, when the ratio. was 57.3 percent. The ratios had risen to 58.7
percent by November 1983.

Representative LUNGREN. The reason I wanted to look at that a
little bit is that, as you suggested, it is an important measure of
strength of employment. But it also brings me to some questions of



208

analysis. I've got your data here on yearly ratios rather than
monthly ratios, but in 1978, the ratio was 58.6. It was pretty close
to what we have now, 58.7. Yet, the corresponding unemployment
rate at that time was 6.1 percent. We now have a 58.7-percent em-
ployment-population ratio and even though we have good news on
unemployment, our unemployment rate is obviously above 6.1 per-
cent.

Does that suggest to you any major differences in the composi-
tion of the work force that we have today?

Ms. NORWOOD. Well, I think it suggests, of course, that the econo-
my has to create jobs because there are more people continually
born and who grow up and go into the labor force. The population
and labor force keep increasing and it is, therefore, important for
us to look at the job creation potential of the economy.

If we look back to the period of the 1970's, when we had very
large increases in the labor force, we created over that decade,
more than 20 million jobs in this country.

In the 1980's, we should have a slower growth in the labor force,
and therefore, the problem of putting those people to work may be
somewhat more manageable. The demographics are with us.

I might point out, as you and I have discussed before, that that is
a reverse of the situation that is facing many of the countries of
Western Europe.

Representative LUNGREN. I appreciate those comments and those
are things that we have discussed in the past and hopefully, we can
continue to discuss. On this point, one of the things that just
strikes me as a public policymaker is that even if we get to the
historical high in the employment-population ratio, that does not
necessarily mean that we will get to the comparable unemployment
rate that we saw in the past. At least my review of the data would
suggest that.

Ms. NORWOOD. That's right. That's because labor force participa-
tion is increasing.

Representative LUNGREN. That's right.
Ms. NORWOOD. And has been steadily for many years.
Representative LUNGREN. And all I'm trying to do is to suggest

that that may not be the fault or to the credit of any particular
administration or set of circumstances that we have created as far
as decisionmakers here. It's a new phenomenon that we have to
deal with. It's, perhaps, a greater challenge than we've had in the
past.

I understand by looking at the data that the average decline in
the unemployment rate in postwar recoveries is something over 2
percent. And one of the problems in trying to look at this recession
and recovery is that we sometimes, at least in my estimation,
forget to look at what preceded it.

We talk about having had a recession fairly close to this one, and
the recovery that took place in July 1980, and I just wonder, what
happened between July 1980 and July 1981? How much did the ci-
vilian unemployment rate decline?

Ms. NORWOOD. It declined six-tenths of 1 percentage point. Of
course, there was much less of an increase in the unemployment
rate during that recessionary period.
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Representative LUNGREN. But didn't we leave that recovery with
a higher unemployment rate than we had the previous recovery?

MS. NORWOOD. Yes, sir, in the majority of cases that has been
true.

Representative LUNGREN. In postwar years.
Ms. NORWOOD. In the postwar period, typically, we have entered

each recession with a higher unemployment rate than the previous
one.

Representative LUNGREN. One of the things that we talked about
in the past has been the question of the duration of those who were
unemployed. On the one hand, we see that in the recovery, the
more essential laid off workers would be the first rehired. And I
suppose another way of stating it is that the last laid off would
most likely be the earliest rehired.

What kinds of patterns in average duration of unemployment
would we look for that would be consistent with that hypothesis?

That is, do we tend to see a lengthening of the duration of unem-
ployment in the midstages of the recession and then as we go into
the recovery, do we see that duration actually lengthening as the
ones that have been laid off earliest and, presumably, the toughest
to get back, are the last ones that you have to deal with as the re-
covery really gains some steam?

Ms. NORWOOD. Yes; that does happen. As we move into recovery,
clearly, we have fewer people who lose their jobs that particular
month. And so you have nothing on the shortrun side pulling the
average duration figure down.

In addition, you're quite right, those people who are hardest to
employ, including those who were laid off first, are generally the
ones who are the last to be rehired.

The average duration of unemployment continued to rise for 6
months after unemployment reached its high. It peaked in June at
22 weeks. It's down a bit now, but it is going down rather slowly.

We still have a sizable group, roughly 2.2 million, who have been
unemployed 6 months or more, although that's down over the year.

Representative LUNGREN. Have the changes in the average dura-
tion of unemployment in this recovery been consistent with what
we've seen in previous postwar recoveries? Is there anything that's
significantly different here?

Ms. NORWOOD. Pretty much the same. It's a general pattern.
Senator PROXMIRE. I just have three questions that I'd like to

ask. One refers to this chart over here [indicating] that the Repub-
licans put together, the job growth in economic recoveries. It looks
terrific, like 1982, 1983 is really something else.

Isn't it true that when you recognize that we have a bigger labor
force, we have more people at work, obviously, the job growth in
1982-83, if you can compare it with 1976 and with the previous pe-
riods, you ought to put it in relationship to the size of the work
force at that time. And if you do that, isn't it true that the recov-
ery in 1982-83 is about the same as 1975-76? Is that right or
wrong?

Ms. NORWOOD. Well, first, let me say that I believe that that
chart does not use seasonally adjusted data. I'm not sure about
that, but I think that that's so. Therefore, since we're using differ-
ent months for the beginning and the end of the recession, you
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might get a somewhat different pattern. In addition, you're quite
right, that there are differences in the labor force size and so it
might be better to look at this in terms of percentage change. If
you do that, and we look at employment, for example, we do find
that the total civilian employment in the household survey is a bit
higher. It's 3.7 percent in this recovery. That compares with 3.4
percent in 1975-76 for the same length of time and 3.4 percent in
1958-59. And if you go back to 1949-50, it was 4.6 percent.

Senator PROXMIRE. Of course, it also depends on the level from
which you begin. The unemployment level was quite high this
time.

Now, one disturbing aspect that very few people seem to get into,
but it does have a profound effect on jobs and employment, is the
effect of the deficit on trade, the fact that the very, very high defi-
cit has attracted capital from abroad, made the dollar very strong,
and, as a result, has cut our exports.

For example, in the period from 1980 to 1982, when we were be-
ginning to borrow money at a heavy rate, the dollar gained com-
pared to the yen 21 percent. And our balance of trade with the Jap-
anese went from $10 billion adverse to $17 billion adverse.

The Secretary of Commerce has indicated that this year the bal-
ance of trade will be $70 billion adverse. Next year, $100 billion ad-
verse. Each billion dollars is 25,000 jobs. This means that we are
likely to have a $2½2 billion job loss compared to what we would
have if we had no adverse balance of trade. Since the deficits play
such an important part in this, it seems to me that any recovery in
the import and export businesses-that is, the businesses that are
affected by imports from abroad or those that, of course, depend on
exports abroad-are likely also to be sensitive to the deficit and
suffer.

Do you have any data that shows what's happened to export in-
dustries, for example? I notice in the latest period, the last quarter,
I think, that our exports dropped by several billion dollars.

Ms. NORWOOD. We don't have anything very specific, Senator
Proxmire. We did have a program to identify at least those indus-
tries which had increasing imports and the employment levels of
those industries. That program really was never funded and we
have struggled through to try just to relate these two things. I
don't think that one can put a casual relationship--

Senator PROXMIRE. How much would you need in funding to give
us a consistent study of that?

Ms. NORWOOD. I really don't know.
Senator PROXMIRE. Will you let us know?
Ms. NORWOOD. Well, we can take a look at what our past exper-

ence has been with that program. I do want to emphasize that the
problem is that what people want is something that we can't pro-
duce, and that is the causal relationship.

We do have a program, actually, and are working with the
Census Bureau to identify trade movements and then to associate
those with the employment in those industries and we will
have--

Senator PROXMIRE. Well, obviously, when you have a situation in
which what we buy from the Japanese drops by 21 percent in 2
years, what we buy from the European Common Market drops by



211

30 percent in that period, what they buy from us goes up by a cor-
responding amount, clearly, that has a causal effect on imports and
exports.

Doesn't that follow?
Ms. NORWOOD. It certainly has some relationship. I'm not sure

quite what that relationship is in terms of jobs. I do know, of
course, that some of those imports are having a downward effect on
the price levels.

Senator PROXMIRE. Now I have just one other question and that
relates to the effect of the illegals. We have, as you know, varying
estimates as to the number of illegals. Some people say that we
have 2 or 3 million. Some people say we have over 10 million.
Many of them work. I would think that it would be extremely hard
for you to reflect their position. Since they're not counted, I pre-
sume, in the population, we have no basis for doing that. And I
would think that that might also distort the picture if we have had
a big influx of illegals in recent years, and many people feel that
we have.

Under those circumstances, the figures that we receive, it seems
to me, might be distorted and might be more optimistic than they
would otherwise be, inasmuch as you're counting the jobs that the
illegals have, but not counting them in the work force. Am I wrong
or right?

Ms. NORWOOD. It is always possible that there can be some error
in the data. In the household survey, however, though we cannot
break out the number of people who are here illegally, we think we
do a pretty good job in covering the people who are living in this
country, whether they are here illegally or otherwise.

Senator PROXMIRE. Well, now, I wonder about that. Consider,
when a person taking a household survey raps on the door and the
illegals might happen to live there, do you think that the person
answering the door would say, yeah, we've got people here, and
give you as accurate a report as they would if they were not illegal
aliens?

Ms. NORWOOD. All that I can say to that, Senator Proxmire, is
that we and the Census Bureau, who work with us in this area,
since they do the survey, think that the interviewers are extraordi-
narily well trained. They are in many cases conversant with the
language of the respondent. And we find that we get rather good
response rates. The Current Population Survey has very high re-
sponse rates as surveys go.

I, obviously, cannot assert here that the data are perfect. All sta-
tistical series have some kind of error. That is something that we
have some concern about. In fact, there is another issue that's asso-
ciated with that which is the question of whether people report
work that is performed, but not reported, for tax purposes; that is,
so-called off-book work.

Senator PROXMIRE. Well, that's a colossal part of the economy,
according to some people.

Ms. NORWOOD. That's right.
Senator PROXMIRE. The off-book economy. That could be-and, of

course, the people that work in gambling, prostitution, and any
number of other illegal activities. But the off-book is probably a lot
bigger than the illegal activities, isn't it?
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Ms. NORWOOD. We've just completed a study, Senator Proxmire,
which is going to be published next month in the Monthly Labor
Review, which reviews all of the estimates of off-book work that
have been made that relate to BLS data. There have been a lot of
estimates and some of them are quite wild.

The first thing we found was that those who are making those
estimates, and I'm referring only to estimates relating to BLS
data-that is, basically, employment and prices, wages and produc-
tivity-frequently have not taken the time carefully to review the
specific methods that are used in developing the BLS data. Our as-
sessment is that none of those estimates stand up at all in terms of
the BLS data. That does not mean that we are suggesting that
there is no problem. All that I think we can say from this study is
that none of the estimates that have been made make very much
sense. My own personal view is that some of the work that is going
on in the Bureau of Economic Analysis, to look at the output which
may not have been measured in the GNP accounts, is tremendous-
ly important. I think it is in the output area that probably the big-
gest effect of off-book work lies, much more so than in the employ-
ment area, because we think that some of our methods probably
pick up a good deal of that, especially in the household survey.

Senator PROXMIRE. Thank you. Thank you, Congressman Lun-
gren.

Representative LUNGREN. If we do have some people that are
working who are not indicating that, or are part of the underground
or off-book economy, that would understate employment and over-
state unemployment.

Senator PROXMIRE. Well, the jobs are there. We know the jobs-
for instance, if an illegal works in an outfit that makes clothing in
New York City, the establishment survey would identify the job.

Ms. NORWOOD. Yes, that's for illegal aliens.
Senator PROXMIRE. What's that?
Ms. NORWOOD. That's for people who are here illegally. The other

issue is people who, whether they're here illegally or legally, are
not reporting their employment and they could be out of the estab-
lishment survey, but we think they are reported in the household
survey.

Representative LUNGREN. Another thing, Senator. I just appreci-
ate you bringing up the question of illegal immigration. It's some-
thing that I have worked on for 5 years. You folks in the Senate
have done a better job than we have in the House. I hope we're
going to do something about it in the next couple of months.

I, again, want to thank you, Ms. Norwood, and your associates,
for being here. I just note that when you have bad news, we have
more cameras than you can shake a stick at. So my hope is that
when we see you in January, maybe no cameras will be here be-
cause the news will be so good. Thank you.

Ms. NORWOOD. Thank you very much.
[Whereupon, at 10:40 p.m., the committee adjourned, subject to

the call of the Chair.]
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Representative LUNGREN. Good morning, Madam Commissioner.
It is a privilege and a pleasure to welcome you here today with
your colleagues. I just have a brief opening statement and then I
will be happy to hear some more good news from you and hopefully
we can go into some questions and answers to get some details on
some of this information.

Madam Commissioner, for each month of 1983 that you have ap-
peared before this committee to report on the unemployment sta-
tistics for the country you were able to bring positive news on the
employment growth for the Nation. I am hopeful that in 1984 you
will be able to continue this trend.

This month's news is that unemployment has dropped to 8.2 per-
cent for the civilian rate, but more importantly, this decline in un-
employment appears to have been concentrated among long-term
unemployed workers. I think this confirms what we have known
for a long time now: America is working again.

Reviewing the job performance of the economy for 1983, there is
little doubt in my mind that the dramatic growth in employment
during the past year has created a new industry. We might call it
economic reforecasting.

No economist at the beginning of last year forecasted that the
unemployment rate would drop 2 Y2 percentage points in 1 year or
that this was to be one of the largest employment gains on record
for any single year.

The other night, watching the television program Nightline, I
thought it was kind of ironic that Jimmy the Greek had a better
batting average than most of the professional economist, in predict-
ing the strength of this years recovery. And for. those who are in-
terested, I might just say that the Greek is forecasting a perform-
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ance for the economy in 1984 that will continue to be just as well
and maybe even better than 1983.

As a result of the historic decline in employment this past year
many are now predicting what was only unthinkable just a few
months ago, and that is an unemployment rate at or below 8 per-
cent in 1984. I think we have reason to believe that 1984 may
match and possibly surpass the incredible performance in job
growth we have had in 1983.

According to the information that you bring us today, the raw
data show that 5.5 million jobs were created in 1983, and that is
the second highest number of jobs ever created in a calendar year,
a fact that none of even us bullish politicians dared to predict 1
year ago.

In the first 13 months of this recovery, and taking into considera-
tion seasonal adjustments, almost 4 million new jobs have been
generated. This appears to be the best performance of any recovery
since the Korean war.

While this good news on employment will not deter our attempts
to bring down the unemployment rate, the data also show that the
number of unemployed has dropped 2.6 million in the last 13
months, for the best performance of any recovery since World War
II.

Even more encouraging is the outlook for continued improve-
ment in 1984, and I would like to mention two key factors which
might suggest sustained economic recovery for the next year.

The best jobs program, I found, is provided by a healthy and ex-
panding private sector. The American economy has been growing
rapidly for the last 13 months and is still expanding briskly. The
expected real increase in the Nation's gross national product for
1984 should bring with it increases in productivity as well as em-
ployment growth.

Second, the dramatic reduction in inflation in 1983 is another
positive development. Unlike recent years, wages and salaries were
not seriously eroded by inflation during the past year, thus pre-
serving the standard of living of working Americans. The sum of
inflation and unemployment rates, sometimes called the misery
index that seems to crop up every 4 years, is about half its peak level
in 1980.

The Bureau of Labor Statistics figures presented before the Joint
Economic Committee show that 1983 was a good year, a banner
year for employment growth as well as price stability. This is the
best economic expansion the American workers have seen in many
decades.

And as I do every once in a while, if I can just be a little parochi-
al and point out some good news we had back home, the seasonally
adjusted over-the-month unemployment rate that you bring us for
California declined in December from 8.3 percent to 7.9 percent,
bringing the rate to the lowest point since September 1981, when it
was 7.5 percent. And even closer to my home, the unemployment
rate, nonseasonally adjusted, for Los Angeles County, the Los An-
geles-Long Beach area, declined 3.4 percent year-over-year from
10.4 percent in December 1982 to 7 percent in December of 1983,
and that a review of the statistics suggests, is the largest over-the-
year decrease in the Los Angeles County unemployment rate
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shown in the current data base that began collecting data in 1976.
That's awfully good news for those of us from our area.

So, Madam Commissioner, as I said, we welcome your testimony;
we appreciate the time that you spend with us every month; and
we await your testimony.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMISSION-
ER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STATIS-
TICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Thank you very much, Congressman Lungren. I

would like to introduce Mr. Kenneth Dalton, who is our Associate
Commissioner for Prices and Living Conditions, on my right; and
Thomas Plewes, our Associate Commissioner for Employment and
Unemployment Statistics, on my left.

I am, of course, always very pleased to be here and to give you a
few comments to supplement the press release issued by the
Bureau of Labor Statistics this morning.

The employment situation continued to improve in December as
the recovery entered its 13th month. Both the household and the
business surveys recorded employment increases over the month,
and the unemployment rate dropped to its lowest point in more
than 2 years. The overall jobless rate, which includes the resident
Armed Forces in the labor force, was 8.1 percent in December, and
the civilian worker rate was 8.2 percent. Both measures are now
2.5 percentage points below their 1981-82 recession highs.

The number of unemployed persons dropped by about 230,000 to
9.2 million in December, as there was a substantial decline in the
number of workers permanently separated from their former jobs.
The number of jobless individuals who had been laid off and were
awaiting recall to their former jobs changed little in December.
Over the past year, however, each of these groups declined by
about 1 million.

Nearly all of the over-the-month improvement was among adult
men, whose jobless rate dropped from 7.8 to 7.4 percent. Prior to
the 1981-82 recession, the rate for men was consistently lower than
that for women. The rate for men rose much more sharply than
the rate for women during the recession, and early in 1983 was
more than 1 full percentage point higher. The employment situa-
tion for men has shown greater improvement during the recovery,
however, and by December their unemployment rate was only
three-tenths of 1 point above that of adult women.

The employment situation for most worker groups has improved
during the recovery period, but patterns have been somewhat
uneven. Among whites, the drop in unemployment during the De-
cember 1982-83 period occurred among all three age-sex groups-
adult men, adult women, and teenagers. Among blacks, however,
the improvement was concentrated among black men. Their jobless
rate dropped by more than 5 percentage points over the year to
15.1 percent. Even more important, the proportion of black adult
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men who were employed rose by about 3.5 percentage points over
the year.

The employment situation for black adult women changed little
over the year, and the jobless rate for black teens has continued to
hover close to 50 percent, nearly three times higher than that of
white teens. The employment situation for Hispanics, the other mi-
nority group for whom data are regularly published, improved over
the year. Their employment-population ratios rose and their jobless
rates declined.

Both measures of average duration of unemployment-the mean
and the median-declined over the month to 19.6 and 9.0 weeks,
respectively. Movements in these measures tend to lag behind un-
employment rate reductions during a recovery period. However,
the number of very long-term unemployment, that is, people who
are jobless for 27 weeks or more, has declined by about 800,000
since last June.

The civilian labor force was little changed in December, at 112.1
million. The labor force was about 1.3 million higher than 1 year
ago. As I have indicated in previous discussions with this commit-
tee, labor force growth during the present recovery has been some-
what slower than in previous recovery periods. This should have
been expected. The reason, as I pointed out last month, is that the
youth population is now declining rather than increasing, as it did
through most of the 1970's. The labor force participation rates for
women have also been rising less rapidly.

Despite this slowdown in labor force growth, the number of dis-
couraged workers, that is, those who report that they would like to
work but are not seeking jobs because they believe they cannot find
work, declined by 350,000 over the year, as job opportunities ex-
panded.

Civilian employment, as measured by the household survey, rose
by 2335,000 in December. Since December 1982 civilian employ-
ment has risen by about 4 million.

Nonagricultural payroll employment, as measured in our busi-
ness survey, also rose in December by 230,000. Large gains contin-
ued in manufacturing and in services, and there were also in-
creases in mining, whoselsale trade, finance, insurance, and real
estate.

The increase in factory employment was concentrated in the du-
rable goods industries. Employment in electrical equipment and
transportation equipment each advanced by more than 15,000, con-
tinuing the strong job recovery in those industries which has been
in evidence throughout 1983. Employment in services was up
70,000 over the month, continuing the strong gains which have oc-
curred throughout 1983. As in recent months, much of the improve-
ment was in business services.

Over the past year, the payroll survey has registered an increase
of 3 million jobs. The bulk of the job growth during the recovery
has been in the service-producing sector, although 1 million of the
increase was in factory jobs. Within the manufacturing division,
several industries, especially those related to housing and transpor-
tation, are now near or have already surpassed their prerecession
employment levels. However, about half of the individual manufac-
turing industries for which data are published in the monthly re-
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lease have regained less than 50 percent of the job loss sustained
during the recession. In contrast, employment in the service-pro-
ducing sector has increased by 1.6 million during the recovery
period. Two-thirds of this job growth occurred in the services and
finance, insurance and real estate industries, which had continued
to grow throughout the recession period. Large increases also oc-
curred in retail trade employment, which is now considerably
above its prerecession peak level.

In summary, the overall labor market continues to show marked
improvement. Employment has risen sharply, and the unemploy-
ment rate has continued its steady decline. Improvement has been
widespread, affecting almost all worker groups. A review of specific
industry developments suggests, however, that some problems con-
tinue to exist in matching the skills and the geographic location of
the unemployed with the jobs created during the recovery.

Congressman Lungren, I would also like to point out that this
month's release of data reflects new seasonal factors for the year.
It is our custom, as you know, to revise the seasonally adjusted
data and develop new seasonal factors at the end of each year.

In general the revisions this year are really very small, and I
don't think it is necessary for me to go into them any further; re-
vised numbers for major series may be found in tables B and C of
this morning's press release.

I should perhaps take this opportunity to point out to those who
are looking at my prepared statement that there is one slight error
in it. On the first page the unemployment rate was 8.1 percent in
November, it says; it was really December. I apologize for that. We
are very proud of our record of never making errors. But at least it
was not in the number.

[The table attached to Ms. Norwood's statement, together with
the press release referred to, follows:]

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-11 ARIMA method X-11
Unad- meho RuMonth and year jooffiffccai(atl cS
rate proce- rent Stable Total Residual method 2-7)

dare 1980)

(1) (2) (3) (4) (5) (6) (7) (8)
1982:

December........................................................ 10.5 10.7 10.7 10.9 10.8 10.7 10.7 0.2
1983:

January.. . . . . ..................................................... .311.4 10.4 10.4 10.3 .5 10.6 10.4 .3
February.......................................................... 11.3 10.4 10.4 10.2 10.5 10.6 10.4 .4
March.. . . . . ....................................................... 10.8 10.3 10.3 10.2 10.4 10.4 10.3 .2
April.. . . . . .......................................................... 10.0 10.2 10.2 10.2 10.3 10.2 10.3 .1
May ......................... 9.8 10.1 10.1 10.2 10.1 10.1 10.1 .1
June ......................... 10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July ......................... 9.4 9.5 9.5 9.4 9.5 9.5 9.5 .1
August.. . . . . ...................................................... 9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September....................................................... 8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October........................................................... 8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November........................................................ 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December........................................................ 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

Source: U.S. Department of LaborBureau of Labor Statistics, January 1914.
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EXPLANATION OF COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate for all civilian workers, not seasonally
adjusted.

(2) Official procedure (X-11 ARIMA method).-The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data serie6
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised at the end of each year. Extrapolated factors for Janu-
ary-June are computed at the beginning of each year; extrapolated factors for July-
December are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method).-The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.

(4) Stable (X-11 ARIMA method).-Each of the 12 civilian labor force components
is extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure,
in which total unemployment and civilian labor force levels are extended with
ARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted total
unemployment as a percent of seasonally adjusted total civilian labor force. Factors
are extrapolated in 6-month intervals and the series revised at the end of eash year.

(6) Residual (X-11 ARIMA method).-This ia another alternative aggregation
method, in which total civilian employment and civilian labor force levels are ex-
tended using ARIMA models and then directly adjusted with multiplicative adjust-
ment models. The seasonally adjusted unemployment level is derived by subtracting
seasonally adjusted employment from seasonally adjusted labor force. The rate is
then computed by taking the derived unemployment level as a percent of the labor
force level. Factors are extrapolated in 6-month intervals and the series revised at
the end of each year.

(7) X-11 method (official method before 1980).-The method for computation of the
official procedure is used exept that the series are not extended with ARIMA
models and the factors are projected in 12-month intervals. The standard X-11 pro-
gram is used to perform the seasonal adjustment.

Methods of adjustment.-The X-11 ARIMA Method was developed at Statistics
Canada by the Seasonal Adjustment and Times Series Staff under the direction of
Estela Bee Dagum. The method is described in The X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12-564E, Feb-
ruary 1980.

The standard X-11 method is described in X-11 Variant of the Census Method II
Seasonal Adjustment Program, by Julis Shiskin, Allan Young and John Musgrave
(Technical Paper No. 15, Bureau of the Census, 1967).
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THE EMPLOYMENT SITUATION: DECEMGER 1983

Uneaployment continued to decline and esployment rose in Deceber, the Bureau of Labor
Statistics of the U.S. Department of Labor reported today. The overall onesploysent.rate, 8.1
percent, and the rate for civilian workers, 8.2 percent, each fell two-tentha of a percentage
point in Decesber and were two-and-a-haIf points below the. 1982 receasion higha.

Total civilian eploynent--as Iensored by the nonthly survey of households--rose by 335,000
over the month, and the nher of osployees on nonagricultural payrolls--as measured by the
monthly survey of establishoents--ro-e by 230,000. O9er the past year, total civilian
esployment has risen by 4 million, asd nonfat payroll jobs have increased by 3 million
Measurenent and coverage differences in the tao surveys account for a large part of this
growth difference.

Unanploynent (Household Survey Data)

The nmsber of une-ployed persons fell by 230,000 in Decenber to 9.2 million, seasonally
adjusted, continuing the year-l- 9 decline. The uneaploysent rate for a11 civilian workers
dropped to 8.2 percent from N-oveber a 8.4 percent rate. Over the year, the jobless total has
declined by more than 2.6 million, and the rate has fallen by 2.5 percentage points. (See table

A-1.)

The Decenber decline won concentrated largely among adult men (20 years and over), whose
jobless rate fell by 0.4 percentage point to 7.4 percent. There ws also a sisable drop in the
rate for young adult women (20 to 24 year-olds), fron 12.0 to 11.0 percent. Unemployment among
full-tine workera also continued to decline. Jobless rates for most other major worker groups
were little changed in Decesber. Over the year, however, there were declines in both the n=bner
and rate of oneaploymest for moat worker groups eccept for black women and black teenagers.
Adol men accounted for more than half the decline in the jobless lwel. (See tables A-2, A-3,
and A-9.)

The unomploynent rate for manufacturing workers continued its downtrend with a 0.6
percentage point drop to 8.3 percent in Deceaber. Compared with Deceaber 1982, workers in all
industries eacept government and agriculture showed substantial improve-ents is their
unesployment rates. The decline won sharpest in the durable goods industries, which had been
soverely impacted by the recession. (See table A-6.)

Th. decline in ome'ployment wao concentrated among the long-term unesployed, as both
measures of the average duration of uneaployment--the aean and sedian--declined in Decenber to
19.6 and 9.0 weeks, respectively. (See table A-7.)

As in Nove-ber, the uneaploynent decline occurred primarily among persons who had been
permanently separated from their last job. The number of persons who had been unemployed
because of other reraons--those on layoff, job leavers, and now entrants asd reentrants to the
labor force--were a11 essentially unchanged in Decesber. Over the past year, more than

This release incorporates annual revisions in seasonally adjusted *

0 uneaploysent snd other labor force series derived fr-n the household survey. 0
o The rowisions slightly altered the overall unamploysent rate in 6 months of *
o 1983 and the rate for civilian workers in only 2 months. The 1983 rates as -
0 first conputed and as revised, plus additional information on the revisions.,
a appear on page 4.

30 462 0-84-15
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four-fiftha of the overall reduction in joble.ssess took place among Job losers (those on layoff
as well as those peraanentiy separated from their jobs). (See table A-8.)

Civilian taployment and the Labor Force (Household Survey Data)

The nnher of employed civilians iocreased by 335,000 in December to 102.9 aillian,
seasonally adjusted. This followed an even larger iocroase in the previous oouth, bringing the
2-.ooth employment gain to almost I aillion. Slightly over half of the 2-month increase was
among adult aen. Silae the December 1982 low, employsent has groSs by 4 aillion. This incloded
increases totaling nearly half a aillion among groupn sot covered by the survey of
establishment--the ooagricultural self-employed, unpaid family workers, and private household
workera. (See tables A-2 and A-4.)

In terms of occupational groopa, over-the-year employsent gains were widespread. The
largest increase occurred among precision production, craft, and repair workers. (See table
A-Il.)

Table A. Major Indicators of labor market activity, seasonally adjusted

Q Quarterly averages Monthly data 1

Category 1 1 1 Nov.-
1 1982 1 1983 1 1983 1 Dec.
I I I I I I I change

IV t III I IV I Oct. I Nov. l Dec. I
HOUSEHOLD DATA 1

Thousands of perasos
Labor force 11 ................... I112.493l113 7371113,702113,561113,072Ol1l3,824 l b104

Total empToysent f/ ................. 100,7181103,2091104,1951103,6651104,2911104,6291 338
Civilian labor force ................... 1110,8291112,0571112,0121111,8661112,0351112,1361 101

Civilian employment ................. l 99,0541101,5281102,5061101,9701102,6061102,9411 335
Uneployment .......... 111,7751 10,5291 9,5071 9,8961 9,4291 9,1951 -234

Not in labor force .................... 162,2171 62,3921 62,9381 62,9131 62,9161 62,9851 69
Discouraged workers .................. I 1 813 1 1,6101 1,4571 N.A.1 N.A.1 N.A.1 N.A.

iI I I I I I

1 Percent of 7abor force
U.eaployIment rates: 1 1 1 1 1 1

All workers 1/ ...................... 1 10.51 9.31 8.41 8.71 8.31 8.11 -0.2
All civilian workers.I 10.61 9.41 8.51 8. 8.41 81.21 -0.2

Adult men ......... 9.91 8.71 7.81 8.21 7.8 7.41 -0.4
Adult omen ....................... 1 9.01 7.91 7.21 7.51 7.21 7.11 -0.1
Teenagers .......................... 1 24.11 22.41 20.61 21.61 20.21 20.11 -0.1
White ........................... 1 9.51 8.11 7.41 7.71 7.31 7.11 -0.2
Black .I.................... .... 1 20.6 1 19.41 17.91 18.31 17.7i 17.81 0.1
Hispanic origin . ... 15.31 12.81 12.11 12.41 12.31 11.61 -0.7

ESTABLISHMENT DATA 1
Thousands of lobs

Nosfar" paynoll employment ............. 88,7961 
9

O,250191,
3 8

Ipl 9I,087l91l,4l3p91,644pl 23lp
Goods-producing Industries . 23,1601 

2 3
,830124,30

8
pI 

2
4,1

6 8
124,

3 2 2
pl

2 4
,43

4
pl 11

2
p

Service-producing industries. 1 65, 6361 66,
4
21I67,073pl 

6 6
,

9
91,

6 7
,O

9
lplb7,

2
10p1 119p

Mours of work
Average weekly hours: 1 1 1 1 1 1

Total private onfaro ................. 34.71 35.11 
3 5

.
2
pl 35.31 35.2p1 35.2pl Op

Moanfactoring .......... 39.01 40.41 40.6pl 40.61 40.6pl 
4
0.5pI -O.Ip

Mosofacturing overtise.I 2.31 3.11 3 .3Pl 3.31 3-3pI 3.4pi 0.lp

SI Includes the resident Armed Forces. 1.A.-not available.
ysprellmioary.
NOTE: Hloosehold data in this table have been revised. See note on page 4.
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The civilian labor force, at 112.1 nillion, seasooally adjusted, woa virtually unchanged in
December. Over the past year, the labor force has grown by 1.3 aillion--about 730,000 adult am
and 875,000 adat wonen. The nunber of teenagera who were in the labor force declined by
290,000.

Discooraged Workers (Household Survey Dta)

The nomber of discouraged workern--pera.ow who report that they want a job but are not
looking for work becauae they believe they could not find any-declined in the fourth qoarter
of 1983 to 1.3 nlllioo; this wao 350,000 beow the recession high posted in the final quarter of
1982. Blacks continued to nake up a disproportionately large whare of all discouraged
workere--31 percent in the fourth quarter of 1983. (See table A-13.)

industry Payroll Efploynent (Eatablioboent Survey Data)

Total nonagricultural poyroll nopleynent roae by 230,000 in Decrnber to 91.6 nillion,
seasonally adjusted, contioning the strong job gains in evidence doring 1983. Mnfacturing and
the service. industry continued to register substantial growth. As in the past several months,
job gains were widespread, with nearly two-thirds of the 186 industries So the BLS index of
diffosion registering increanen over the a.nth. (See tables B-I and B-6.)

Manufacturing job increases totaled 90,000 in Decenber, with gains cncentrated in several
of the durable goods indostries--electrical and electronic equipoent, transportation equipeent,
and fabricated etals. The electrical and transportotion equipoent industries hove both eade
strong recoveries fron their recessionary low level. In contrast, job recovery boa been weak
in fabricated netalo. Nondurable goods employoent increases over the nonth were essentially
limited to apparel and rubber and plastic products.

Elsewhere, enplnynent in the services induotry increased by 70,000. There were also small
gains in nining, wholesale trade, and finance, insurance, and real estate. Paployoent in
conotruction retained near Novenber'o level but was op by 350,000 since it. recessionary low of
laot 1arch.

The cnkmer of payroll jobh has risen by 3 nillion since the Decesber 1982 recession low
and now exceeds the July 1981 pre-reession employnent high, by 160,000. &eployment growby
opproaniately I aillion each in nanufacturing and nervicen over the past year. Factory
employnent, however, reaimed aboot I million below its pr-receoion leve.

Weekly Hnore (Establinhoent Survey Data)

The average workweek of produrtion or n-n.upervisory workers on private nonfara poyrolls wos
onchanged in Decenber at 35.2 honrs, seasonally adjusted, and has remained at aboot this level
wince Septenber. Weekly hourn in anofaocturing edged down 0.1 hoor to 40.5 hoors, while factory
evertine was up a tenth to 3.4 hourn, the highest since 1979. (See table B-2.)

The inden of aggregate weekly hourn of production or enosupervinory workers on private
nonagricultural payrolls rose by 0.4 percent in Decenber to 108.7 (1977-100). The nanufacturing
ilden was also up 0.4 percent to 94.0 and was 13.1 percent above last Decenber's low. (See
table B-5.)

Hourly and Weekly Earnings (Establishlent Survey Data)

Average hourly and weekly earnings each rose by 0.5 percent in December, seasonally
adjusted. Before adjostnent for seasonality, average honrly earnings, at 08.16, were up I cent
ever the month and 34 cents over the year. Weekly earnings increased by $3.61 over the month to
$289.68, $15.98 above a year earlier. (See table B-3.)
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The Hourly Es ruings. lndex (Establishment Survey Data)

The Hourly Earnings Index (HZI) was 157.6 (1977-100) In Dec-ber, asaonally adjusted, an
increase of 0.5 percent from Noveoher. For the 12 mouth. ended it Deceeber, the Increase
(before sesooal adjusteent) -se 3.7 percent. The HZI excludes the effects of two types of
changee unrelated to underlying wage rate eovesents--fluctuattons in overtime is anufacturieg,
and interindustry euploymeet shifte. In dollars of constant purchasing power, the HEb increased
1.0 percent during the 12-month period ended it Noveober. (See table b-4.)

Revisions of Seasonally Adjusted Household Survey Data

At the end of each c-lendar year, the BLS routinely revises the aeasonally adjusted labor
force sries derived from the Current Population Survey (household survey) to ineorporate the
experienc of that year. As a result of the recalculation of the seasonal factors, seasonally
adjusted data for the most recent 5 yearu are subject to revison.

Table Z sonria.ees the effects of the revisions on the overall and civilian worker
umenplnyment rates in 1983. The 1983 annual averages, 9.5 percent for all workers snd 9.6
percent for civilian workers, are not effected by seasonal adjustment revisions. Table C
presents revised sesonally adjusted data for -ajor civilian labor force series for Dcember
1982 through Deceober 1983.

The January 1984 isese of Employment and Earnings will contain the ne seasonal adjustment
factors to be used to calculate the civilian labor force and other mejor series for January-Juse
of 1984, a description of the current seasonal adjustment methodology, and revised data for the
east recent 13 months or calendar quarters for a11 regularly published tables containing
seasonally adjusted hnusehold survey data. Revised data for the entire 1979-83 revision period
for 438 labor force series will be published in the February 1984 issue. Historical data
(monthly and quarterly) from the time of the inception of the various series may be obtained
from the bureau upon request. (Gontact Gloria P. Green, 202-523-1944.)

Table B. Seasonally adjusted uneoployment rates in 1983 cnd change dun to rvitin

* I ~ ~ ~~~I I
I As first computed I IA revised I Change due

I I I to revision
Month I I I

I Overall I Civilian I Overall I Civilian I Overall I Eavilian

I I 1 I . I I
January ....... l10.2 1 10.4 1 10.3 1 10.4 1 0.1 I 0
February ....... .10.2 1 10.4 1 10.2 1 10.4 1 0 1 0
March ...... l 10.1 1 10.3 1 10.2 1 10.3 1 .1 I 0
April ..... 10. 1 I 10.2 1 1 .I 10.2 i 0 1 0
May. 10.0 1 10.1 1 9.9 0.1 1 -.1 0
June . I ..... 1 9.8 I 10.0 1 9.8 1 10.0 I 0 1 0
July ....... 1 9.3 1 9.5 1 9.3 1 9.5 1 0 I 0
August ...... I .9.4 1 9.5 1 9.3 i 9.5 1 -.1 I 0
Septe-ber ....... l9.1 1 9.3 1 9.1 1 9.2 1 0 1 -0.1
October ....... .8.7 I 8.8 I 8.7 I 8.8 I 0 1 0
NHveber ...... . l 8.2 I 8.4 I 8.3 I 8.4 1 .1 I 0
Decber ....... l 8.0 I B8. I 8.1 I 8.2 1 .1 I .1

N t I p I . I

H ot published.
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Explanatory Note

This news release presents statistics from two major surveys,
the Current Population Survey (household survey) and the
Current Employment Statistics Survey (establishment survey).
The household survey provides the information on the labor
force, total employment, and unemployment that appears in
the A sables, marked HOUSEHOLD DATA. It is a sample
survey of about 60,000i households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (aLS).

The establishment survey provides the information on the
employment, hour, and earnings of workers on nonag-
riclturral payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. This information is collected
from payroll records by rsL in cooperation with State agencies.
The sample includes approximately 189,l000 estab-
tishments employing about 36 milion people.

For both surveys, the data for a given month are actually
collected for and relate to a particular week. In the household
survey, unless otherwise indicated, it is the calendar week that
contains the 12th day of the month, which is called the survey
wek. In the establishment survey, the reference week is the
pay period including the 12th, which may or may not corres-
pond directly to the calendar week.

The data in this release are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justments, and the inevitable variance in results between a
survey of a sample and a census of the entire population. Each
of these factors is explained below.

Coverage, defnltsions and diffeences between surveys

The sample households in the household survey are selected
so as to reflect the entire civilian noninstitutional population
16 years of age and older. Each person in a household is
classified as employed, unemployed, or not in the labor force.
Those who hold more than one job are classified according to

the job at which they worked the most hours.
People are classified as employed if they did any work at all

as paid civilians; worked in their own business or profession or
on their own farm; or worked 15 hours or more in an enter-
prise operated by a member of their family, whether they were
paid or not. People are also counted as employed if they wer
on unpaid leave because of illness, bad weather, disputes be-
sween labor and management, or personal reasons. Members
of the Armed Forms stationed in the United States are also in-
claded in the employed total.

People are classified as unemployed regardless of their

eligibility for unemployment benefits or public
assistance, if they meet alt of the following criteria: They had
no employment during the survey week: they were available
for work at that time: and they made specific efforts to find
employment sometime dunsg the prior 4 weeks. Also included
among the unemployed are persons not looking for work
because they were laid off and waiting to be recalled and those
expecting to report to a job within 30 days.

The laborforre equals the sum of the number employed and

the number unemployed. The unemployment rare is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Farces). Table A-5 presents a special

grouping of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor forte. The
definitions are provided in the table. The most restrictive
definition yields U-I, and the most comprehensive yields U-7.
The overall unemployment rate is U-k, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household survey, the establishment survey only
cutes wage and salary employees whose names appear on the
payroll records of nonagriculsuras firm. As a rehlt, ther are
many differences between the two surveys, among which are
the following:
--The household survey, athhough based on a smaller sam-

pie, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;
-- The household survey includes people on unpaid leave

among the employed; the establishment survey does not;
---The household survey is limited to those 16 years of age

and older; the establishmest survey is not limited by age;
---The household survey has no duplication of individuals,

because each individual is counted only once; in the establish-
ment survey, employees working at mor than one job or
otherwise appearing on more than one payroll would he
counted separately for each appearance.

Other differences between the two surveys are described in
"Comparing Employment Estimates from Household and
Payroll Surveys," which may be obtained from the RU upon
request.

Seasonal adjustment
Over a course of a year, the size of the Nation's labor force

and the levels of employment and unemployment undergo
sharp fluctuations due to such seasonal events as changes in
weather, reduced or expanded production, harvests, major
holidays, and the opening and closing of schools. For exam-
ple, the labor force increases by a large number each June,
when schools close and many young people enter the job
market. The effect of such seasonal variation can be very
large: over the course of a year, for example, teasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.

Because these seasonal events follow a more or less regular
pattern each year, their influence on statistical trends can be
eliminated by adjusting the statistics from month to month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
school's-out exsample, the large number of people entering the
labor force each June is likely to obscure any other changes
that have taken place since May, making it difficult to deter-
mine if the level of economic activity has risen or declined.
However, because the effect of students finishing school in
previous years is known, the statistics for the current year can
be adjusted to allow for a comparable change. Insofar as the
seasonal adjustment it made correctly, the adjusted figure pro-
vides a more useful tool with which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and sex. Statistics for alt
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employees, production workers, average meekly hburs, and
average hourly earnings include components based on the
employer's industry. All these statistics cau be seasonally ad-
justed either by adjusting the total or by adjusting each of the
components and combining them. The second peacedume
usually yields more accurate information and is therefore
followed by hIS. For example, the seasonally adjusted figure
for the labor force is the sum of night leasonally adjusted
civilian employment components, plus the resident Armed
Forces total (not adjusted for seasonality), and four seasonally
adjusted nuemployment components: the total for unemploy-
ment is the sum of the four unemployment components: and
the overall unremployment rate is denved by dividing the
resulting estimate of total unemployment by the estimate of
the labor force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June period
and again for the July-December period. The January revision
is applied to data that have been published over the previous 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the next section.

Sampling vseubWaity
Statistics based on the household and establishment surveys

are subject to sampling eror, that is, the estimate of the
number of people employed and the other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a complete census, even if the same question-
unires and procedures mere used. In the household survey, the
amount of the differences can be expressed in teems of stan-
dard erors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, the numerical value is always such that the
chmces are 68 out of 100 that an estimate based on the sample
will differ by no more than the standard error from the results
of a complete census. The chances are 90 out of i00 that an
estimate based on the sample will differ by no more than 1.6
times the standard eror from the reults of a complete census.
At the 90-percent level of confidence--the confidence limits
used by asS in its analyses--the error for the monthly change in
total employment is on the order of plus or minus 335,000: for
total unemployment it is 240,000: and, for the overall
unemployment rate, it is 0.21 percentage point. These figures
do not mean that the sample results are off by these

magnitudes but, rather, that the chances are 90 out of 100 that
the "true" level or rate would not be expected to differ from
the estimates bv more than these amounts.

Sampling erors for monthly surveys are reduced when the
data are cumulated for several months, such as quarterly or
annually. Also, as a general role, the smaller the estimate, the
larger the sampling mor. Therefore, relatively speaking, the
estimate of the size of the labor force is subject to less error
thau is the estimate of the number unemployed. And, among
the unemployed, the sampling eror for the jobless rate of
adult men, for example, is much smaller than is the error fan
thejobless rate of teenagers. Specifically, the error on monthly
change in the jobless rate for men is .29 percentage point: for
teenagers, it is 1.28 percentage points.

In the establishment survey, euimates for the 2 most current
months are based on incomplete retuans: for this reason, these
estimates are labeled preliminary in the tables. When all the
returns in the sample have been received, the estimates are
revised. In other words, data for the month of September are
published in preliminary form in October and November and
in final form in December. To remove errors that build up
over time, a comprehensive count of the employed is con-
ducted each year. The results of this survey am used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes can be
measured. The new benchmarks also incorporate changes in
the classification of industries and allow for the formation of
new establishments.

Addllonli statistics and other informstion
In order to provide a broad view' of the Nation's employ-

ment situation, BLS regularly publishes a wide variety of data
in this news release. More comprehensive statistics are contain-
ed in Eploymenr and Earnings, published each month by
aLs. It is availabie for 16.00 per issue or S39.00 per year from
the U.S. CGovernment Printing Office, Washington, D.C.
20204. A check or money order made out to the Supeinten-
dent of Documents must accompany all orders.

Erployment and Eamings also provides approximations of
the standard errors for the household survey data published in
this release. For unemployment and other. labor force
categories, the standard errors appear in tables B through J of
its "Explanatory Notes." Measures of the reliability of the
data drawn from the establishment survey and the actual
mounts of revision due to benchmark adjustments ae pro-
vided in tables M, 0. P, and Q of that publication.
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Table A.14. Employment status of the civilian population for ton large Stafes
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Table Si. r suloy oni inonailcunira payroll by t..dtny
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Tabis 8.2 Anne* weekly hm o1f productlon or nosuporiaory wooka on pr10at. norwgulcuitor.Yrol by bidust
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Table B-3. Average hourly and weekly earnings c! productlon or nOnsupervlsory workers, on prvata nonegrlicultural
payrolls by Industry

A.nw h-11 .. kW A..W -My

I-e. Oct. 90,. D'm DiI . Oct.2- '1,1 I0... .
1982 1983 1903 8 1983 0 1982 8983 1983 e 1983 p

T0.1p88t8 8.........90 7.82 I8.15 $$.15 18.16 273.70 $287.70 $206.07 $289.68
esn d ... ........................................ 7.82 8.13 8.13 8.i7 272.14 286.99 286.18 Z27.38

MInIng ........................................................ 11.03 11.35 11.42 11.42. 465.47 490.32 489.92 493.34

Co-rt .wf................................................... 11.96 12.04 11.88 12.02 440.13 449.09 430.06 4*4.74

Utnaf.Ut 7 . .................................................. 88.68 8.92 8.98 9.05 344.60 363.04 366.38 372.86

nbI. good6 ................................................ 9. 2 4 9. 49 9. 55 9.62 371.45 391.94 396.33 403.08

L"mber nd o0dplOduclS ................................... 5 7.55 7.87 7.79 7.78 293.70 318.74 309.26 311.20
FurfluleO *nd fix1ur.. . . . .. . 6. 6 6. 71 6 .73 6 .82 250.00 2 71 .08 27 0.1 5 2 82. 35
Stoo8.,18y.4nd1 W gl90 0I...........0 . 94 ............... 9 28 9 5 9.44 3 66.8 3 59 5. 3 2 39.80 397.02 .
PrmaaY M., I~~ln11 I:11.28 11.3 11.36 451.4 1;146.7 47 2.146 472.58
FabriCt18dm t.IWrWdolS. -8.96 9 . 22 9.26 9.35 319.30 380.7 383.22 394.57
M chi ... 7, 7c0pIt044Il. 9 43 9.74 9.81 9.90 380.97 000.31 409.08 417.78
ElIolrIc.ndeIl ronic.qulmpct .8 51 8.73 8 .77 8.85 3 42 .95 358 .80 3°63. 08 370.82
T9n470n .. .IP..I............... 11.43 11.88 12.00 12.09 474.35 506.09 513.60 522.29
Ins-rum.ntl.ndr8Ibtd P00d0t0 .8.38 8.60 8.61 8.75 358.55 350.02 352.15 564.00
m1oIII-ntoo .manufctudg ........ ........................ 6.67 6.85 6.86 6.92 260.13 272.63 272.34 278.88

Nh70bt. good ... .......................................... 7.95 8.11 8.17 8.22 310.85 323.59 326.80 330.44

Foodandklndrodpcodcrs .9.06 8.13 8.22 8.25 319.10 323.57 327.98 329.18
Toom.......t... :9.63 9.67 10.57 10.41 364.98 370.36 412.23 377.88
T781m10..t7.P .O..... 6.04 6.24 6.06 6.30 236.77 256.46 256 66 260 19
Applo=r I Wh.o6r111oduto ....................... ....... 5 .28 54 43 5 48 638 1 8 2 .2
Psp899d .1110d prdWt I.................................... 9.65 10. 10 10. 19 10.17 410.13 4 3632 44240. 21 045.45
PintingandpubIlIhing ...................................... 9.00 9.24 9.27 9. 32 341.10 351.12 354 .11 358.82
ChbmIcd188n0d111dpduc l . ............................... .32 10.78 10. 85 10.83 427.25 449. 457.87 40.28
PFtoIlum. r .Idfl t I . ................. : r12.71 13.36 13. 47 13.72 563.05 585.17 5 87 2 .68 620. 26
Ru~bb rnd mIC. pistio produc ......... ..... 7.91 8.12 8.08 8.17 319.56 340.23 339.36 347 23
L51.hr *nd 1af 1h.t p6d8 t I. ................................. 5.44 5. 5S S .56 5.58 19 6.38 206.46 206. 83 209. 2 5

T8t8 pudp ud ........ ....................... :10.62 10.93 11.01 11.04 416.30 430.64 452 .69 440.50

W88-8 ..d II t .................... : ... 6.27 6.57 6.58 6.55 203.15 210.24 209.90 212.22

Wt lII . .d........... : 8.20 8.54 8.53 8.57 317.34 331.35 330.96 334.23
R - .. ............................................... 5.5 5.7 5.81 5.78 168.7 172.82 173.14 175.71

Ftmr I.wor.rmItos -tw ........ ......................... 7.01 7.45 7.39 7.42 254.46 270.44 266.04 267.12

S . ....................................................... 7.12 7.39 7.40 7.43 232.11 242.39 241.24 242.96

I5S. ft0,908. l9bI. 4.~ p.WphlI.wy.

Table B4- Hourly Eanrigis Index for production or nonusupenrvlsy so p mt _ amraculthral payro7 by bndusty
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Representative LUNGREN. Thank you, Madam Commissioner.
Let me just try and go back to something that we have dealt

with on a couple of occasions in the past. It seems to continue to
raise its head, but it is something that I think you would probably
like to address.

The Washington Post on December 18, published a story on the
employment situation, and they stated, "Last month large discrep-
ancies turned up" between the household and establishment sur-
veys. I know, going through the figures, that the discrepancy has
been resolved to some extent and that it is no longer a problem, if
you can call it that. Have there been serious discrepancies between
the surveys in the last 2 months? I know you have given us some
reasons in the past, but can we go through that one more time so
that maybe we can be clear for the record on that?

Ms. NORWOOD. First, I think it's important to recognize that in
any sample survey there are likely to be some variations from 1
month to the next, and since we have two independent surveys,
they are likely from time to time to coincide and from time to time
to show some difference.

The differences, however, are not as large as would appear when
one looks at the raw numbers. There are differences in definitions
and of the people covered. The household survey includes many
more people than the business survey. The household survey, for
example, includes agriculture; it includes all of the self-employed;
it includes private household workers; and it includes people who
have a job but are absent without pay, whereas the payroll survey
includes only those people who are actually on payrolls. So we
would expect to see some differences between the two surveys from
month to month.

If we look at this over the recovery period, or at least the period
from December to December, there is a difference of roughly 1 mil-
lion between the two surveys. The employment increase in the
household survey was 4 million compared with 3 million in the es-
tablished survey. A good part of that is due to the differences in
definition that I have indicated.

Another part of the difference-perhaps several hundred thou-
sand-is due to the fact that in a period of such rapid employment
growth we expect that the payroll survey will lag a little because
much of this growth is coming from brandnew establishments, and
since the basis of the sample of the establishment survey is the un-
employment insurance tax system, it takes a- little while for the
company to make its report and to get into the system.

Representative LUNGREN. What would you say the magnitude of
that might be?

Ms. NORWOOD. Oh, perhaps as much as 300,000, at this point.
We therefore have some unexplained difference, perhaps about

300,000. The rest of that million I think we can explain.
Representative LUNGREN. In your statement you said, "In sum-

mary, the overall labor market continues to show marked improve-
ment. Employment has risen sharply, and the unemployment rate
has continued its steady decline,' which I would take to be a
rather positive statement about the nature of employment and un-
employment. And that brings up a question, because before coming
over here I happened to have the radio on prior to the Bureau re-
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lease of the employment data, and a network radio reporter indi-
cated that most economists thought that the unemployment rate
would remain the same or perhaps go up a small tick or down a
small tick. However, the reporter then went on to suggest that the
reason we have had good unemployment figures, the primary
reason, was because of the large amount of discouraged workers.
That basically was the gist of the report, which would lead some-
one to believe, in my estimation, that in fact we can't rely very
much on these figures as good news because in fact they are only
hiding bad news, that of the number of the discouraged workers.

In your statement you noted that the number of discouraged
workers has declined by about 350,000 this year. How would you
respond to a suggestion that in essence what we are talking about
really is the large number of discouraged workers as opposed to
any real improvement in the employment picture?

Ms. NORWOOD. I think, Congressman, that people are looking at
the slowdown in labor force growth and relating that to the dis-
couraged worker numbers, and truly there is some relationship.
But as I indicated earlier, we should expect a slowdown in labor
force growth.

Insofar as discouraged workers are concerned, there are now
about 11/2 million of them as of the last quarter of this year, but
there has been considerable decline over the recovery period as
many have come into the labor force.

Representative LUNGREN. Do you have any handle on how that
compares with previous recoveries? This is not a new phenomena.
We've had discouraged workers in previous recoveries. Is this con-
sistent with that?

Ms. NORWOOD. It's about the same in other recoveries. There is
nothing particularly new. What is different, I think, is that we are
having slower labor force growth.

Representative LUNGREN. I understand that. I would just like to
isolate this question of the discouraged worker. Insofar as that re-
lates to the figures we have on unemployment and employment
growth it's comparable to previous recoveries such that we can
look at these unemployment and employment figures as comparing
apples and apples with this recovery and previous recoveries. Is
that correct?

Ms. NORWOOD. Well, the discouragement, of course, as we all
know, is difficult to measure, but insofar as it is measured, you are
quite correct that this recovery's experience with discouraged
workers is consistent with that of previous recoveries.

Representative LUNGREN. If we could go back to the subject of
labor force growth, I know we have talked about this on a number
of occasions, but recently it has come up in a Wall Street Journal
article, and I do think there is some confusion on this subject. In
the past you have given a lot of weight to at least two factors. One
is that the postwar baby boom entrance to the job market crescendo
is past us, and you've indicated that in fact we had a drop this
month-or was it this year-in total teenagers in the work force,
which is a literally new phenomenon that we haven't seen for 20
years or so. And you've also mentioned that in the last decade or so
we had a rapid acceleration of the percentage of women in the
work force, and that perhaps we won t have the continued rate of
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acceleration. Those comments that you have made in the past, are
those consistent with what you see now in our labor force growth?
And do you see anything that would suggest that that might
change in the near future?

Ms. NORWOOD. Your comments are quite consistent with what is
happening, Congressman. In the late 1970's were experiencing in-
creases of as much as 800,000 per year in the growth of the labor
force of young people 16 to 24 years of age. We also were seeing
more than 1 million, sometimes 1.8 million women entering the
labor force in a year. Over the past year, instead of having such a
large increase in young people, we have in fact had, at least for
teenagers, a decline of 300,000; we have had an increase of women
in the labor force that instead of being over 1 million has been in
the neighorhood of about 875,000.

So I think that there are demographic changes. There are just
fewer young people to grow up to the 16- to 24-year-age group now
than there were before, and the labor force participation rate of
women is picking up some, but it is not increasing at as rapid a
rate as it did in the 1970's. We have had an almost 900,000 increase
this year in the labor force of women. It may pick up even more as
we move further into the recovery. But it is unlikely that we will
have the very large increases that we had, that surge in the 1960's
and particularly in the 1970's.

Representative LUNGREN. Do the current demographic changes
that you articulated with respect to the youth population and their
entry into the work force suggest in any way that the problem of
youth unemployment might be less acute in the near future? Or is
there necessarily a correlation that you can draw between those
two things?

Ms. NORWOOD. There are fewer young people, so there will be
fewer young people to be unemployed. I think the upward pressure
on the unemployment rate that comes particularly from the 16 to
19 year age group will be somewhat reduced. There are still serious
problems, particularly for black teenagers.

Representative LUNGREN. How would you describe the job cre-
ation in this recovery compared to past recoveries? Is it consistent
with it? Does it exceed it? Where are we with respect to that?

Ms. NORWOOD. It is higher than in past recoveries. We have had
for the last 13 months, if we take the National Bureau of Economic
Research identification of the business cycle turning point to be
November, a growth of 3.9 percent in total employment in the
household survey, and that compares quite favorably with most of
the preceding recoveries following recessions since 1949. It's a little
more or. about the same as the recovery after the 1973-75 recession
and more than any other since the early 1950's.

Representative LUNGREN. What about the recovery of 1980-81?
And the reason I bring this up is that some argue that we did have
by some definition a recovery in 1980 and 1981, but that it was
weak and of short duration, so that in essence if you look at it in
some ways we had basically a long period of economic stagnation
that we are fighting back from. And some would argue that makes
it tougher, and so forth, since it was more long lasting. How does
this relate to what we refer to as the recovery of 1980-81 in terms
of employment growth?
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Ms. NORWOOD. It's about twice as fast employment growth as
during that period.

Representative LUNGREN. Last year about this time, or maybe it
was a little bit before that, there were some stories that appeared
in the national media about what appeared to be a consensus at
that time, which was of rather poor prospects for jobs for the col-
lege graduates of the class of 1983. Recently I ran across an article
in the Chicago Tribune carrying a story on a Northwestern Univer-
sity study of job prospects for 1984 college graduates, which was
called the Endicott report, and they said job opportunities for col-
lege graduates will increase by 20 percent in 1984. That is a tre-
mendous turnaround from what the estimates were a year ago for
1983, and I frankly don't know what the final outcome for the 1983
graduates was. But do you think the optimistic tone of this report
is warranted by the data that we have? Or is there a way of really
measuring that?

Ms. NORWOOD. It is quite clear that we have an expanding econo-
my and that jobs are being created. Whatever problems exist for
young people looking for jobs will depend almost entirely on what
the particular geographic and skill match is. There are still some
occupations for which there is not enormous demand; there are
still other occupations in which there is great need. So I think it is
basically a question of fitting the people with the jobs in the partic-
ular areas rather than the question of whether the economy is ex-
panding or contracting. It is clear that for the last 13 months we
have had significant recovery in the labor market.

Representative LUNGREN. In your statement you said that the
improvement has been widespread, affecting almost all worker
groups. You do indicate that there are particular problems, as you
just said, matching the skills with the geographic location of the
unemployed and the geographic location of the unemployed with
jobs created during the recovery. In the debate that is swirling in
Congress these days about industrial policy and so forth there has
been some argument about the declining rates of our basic indus-
tries in the manufacturing sector of our economy. Some have even
suggested that that decline is so precipitous that we are really suf-
fering job losses in the manufacturing sector.

Given the fact that we are having significant increases in the
service sector, what does the employment show us with respect to
the manufacturing sector? Although we are not having growth, are
we seeing a precipitous drop with respect not just to this month's
statistics, but for the year?

Ms. NORWOOD. I think what is happening is a very real shift in
employment. We have been talking about the shift from the goods
producing sector to the service producing sector for decades. But
when you look at the developments over the last 13 months, by in-
dividual industries, it is quite clear that industries like lumber and
wood products, for example, and furniture and fixtures, electrical
and electronic equipment, most of the transportation equipment in-
dustries, and rubber and plastics are all doing rather well in re-
gaining jobs lost during the recession. Some of these industries, of
course, have not yet returned to their levels of late 1979, while
some of them have recovered and surpassed the prerecession peaks.
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On the other hand, if you look at primary metals-steel in par-
ticular-at fabricated metals, at machinery, and even textiles,
chemicals, and a few others, you see very slow recovery of the re-
cession losses. Some of them have recovered less than 20 percent of
the jobs lost during the recession. Of course, many of the industries
in the service-producing sector, and in particular, the services in-
dustry, just didn't drop employment during the recession. So they
were chugging along, increasing employment all during the time
that manufacturing industries were laying off workers, and they
have continued to increase. The services industry itself, for exam-
ple, in this recovery period has gained almost 1 million jobs.

Representative LUNGREN. In the November issue of the Monthly

Labor Review there is an article entitled "The Job Outlook
Through 1995: Industry Output and Employment Projections." In
the article they indicate that most new jobs in the period would be
created by those classified as "miscellaneous service industries." It
also indicated that, I think, one in six new jobs would be in manu-
facturing. So we will still see increases there but the bulk will be
in the miscellaneous service industries. They go on to say that
the largest portion of the sector is business services, expected
to expand employment from 3.7 million in 1982 to 6.2 million in
1995, suggesting that the service industries include business
consultants, computer and data processing services, personnel
supply, jobs of that nature. What generalizations can be made
about the earnings in the business service industries? If we are
going to see growth in this area as opposed to manufacturing, what
comparisons can we make in terms of average income?

I realize we are not talking about the same person losing a job in
the smokestack industry automatically going in this. But in terms
of the composition of our work force by 1995, if that is where the
growth is, can we generalize as to the type of job that is by income?
Would we describe those as average income jobs or expect those to
be above average income jobs? Or is there a way of doing that at
this point in time?

Ms. NORWOOD. I don't think that we can develop any real aver-
age information, but we do need to remember that the services in-
dustry includes some very low paying jobs at the minimum wage
level, such as number of jobs in the recreation and amusement
area, but it also includes business services and medical services.
And some of these are rather sophisticated occupations which are
fairly high paying. So I think that when people generally hear the
word "services" they think of household help and restaurant help,
but it really includes also a lot of very sophisticated services.

Representative LUNGREN. In December, from the data we re-
ceived, it indicates that the employment-population ratio expanded
to 58.8 percent. Have we seen a significant improvement in the
ratio over the past year? How would that compare with past recov-
eries?

Ms. NORWOOD. We have had an increase in the employment-pop-
ulation ratio this year from 57.1 to 58.8 percent and that is fairly
high by historical standards. We have had some periods when that
level was somewhat higher, although not much. In 1979, which was
a very good year, we had an employment-population ratio of 60.1 in
December.
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Representative LUNGREN. I know you are not in the business of
forecasting or predicting, but is there anything in the data that you
see that suggests to us we ought to expect a change in the trend we
have seen over the last 12 months in terms of the unemployment
drop and employment growth?

Ms. NORWOOD. That is a difficult question to answer, of course,
because none of us have a crystal ball. I think what we can say is
that the recovery is strong, that employment growth has contin-
ued, and clearly to have a reduction in unemployment we need to
have continued employment growth. We have had significant em-
ployment growth for many months now.

Representative LUNGREN. In the late 1970's and early 1980's both
just as an average citizen, and as a politician, it was obvious to me
that inflation perhaps was the No. 1 issue, particularly in the late
1970's. It was my feeling that it wasn't just something people
thought of out of their head someplace; it really meant something
to them; and when you look at statistics it suggests that they had a
reason for it, which was that their take-home pay was actually re-
duced in terms of their purchasing power.

In 1983 it appears that the inflation is not running at the rate
that it has and that perhaps for the first time we have seen some
stopping of the erosion of purchasing power. Do you see anything
in the data that would suggest that that trend will not continue? In
other words, is the distance between the rate of income growth
that the average working man and woman is making over the in-
flation rate something that was consistent through 1983? Or is it
something that we might just say we were lucky one year and
there is nothing to suggest that that will continue?

Ms. NORWOOD. Clearly what has been happening is both a slow-
down in the rate of wage increase and a slowdown in the rate of
inflation. Compensation seems to be increasing at somewhere in
the 5 percent range, if you look at our employment cost index. The
consumer price index is rising at an annual rate of about 3 to 4percent. Clearly we can expect some up and down movements. I've
read in the newspaper about the effect of this current freeze on
fruits and vegetables in the East, and we may be seeing some effect
of that on food prices in the future.

So I think we should expect that there may be variations, but in
general inflation has decelerated markedly, and although wages
and wage settlements and even total compensation have been de-
celerating some, real income has increased.

Representative LUNGREN. Let me just ask you one question that
is slightly off the subject but it deals with an article that I ran
across from a newspaper this last week.

Over the past year I have been trying to not only look at our
data but look at data from some other countries and see what our
rate of growth of jobs has been vis-a-vis other counties, Japan and
so forth, and it appears that we increased jobs at a greater extent
than virtually any major industrial country in the world; Japan ap-
peared to be second. This article, however, suggested that the way
that Japan calculates its unemployment rate is very different than
ours. They suggested that Japan does not count workers who are
actively looking for their first job as among the unemployed. It also
indicated that they don't count people who are in the first weeks of
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unemployment as being unemployed. Is that an accurate portrayal
of the Japanese data? And if it is, when we receive data from the
Bureau of Labor Statistics, do you make adjustments to take that
into consideration so that we can make comparisons that are, as I
like to say, apples and apples as opposed to apples and a hybrid?

Ms. NORWOOD. The answer to the second question is yes, we can,
and it's a problem in securing the data. But we do have a program
to adjust the data of other countries to the U.S. definition. We have
adjusted the data for Japan. The latest data that we have are for
November of 1983. The Japanese had an unemployment rate, that
is, a total rate, including the armed forces, of 2.6 percent compared
to 8.1 for the United States; the Canadians had a rate of 11 per-
cent; France, for whom we only have October data, was somewhat
higher than for the United States, 8.4 percent; Germany was 7.1;
and the United Kingdom was well over 13 percent.

Representative LUNGREN. I didn't mean to get off on that tan-
gent, but it was an article that I had read and I wanted to make
sure that the data I was using wouldn't be thrown off by the fact
that they make some rather serious differentiations from what we
do in that.

Ms. NORWOOD. Congressman Lungren, some of the other coun-
tries of the world do exclude students and young people. We in-
clude anyone who is looking for a job within the age categories that
we have, and we do that because basically the American definition
is an attempt to approximate labor supply: How many people are
out there who are looking for work.

Representative LUNGREN. Madam Commissioner, I want to thank
you and your colleagues for appearing before us again and bringing
us good news. I guess the summation is your summation: The over-
all labor market continues to show marked improvement; employ-
ment has risen sharply; and the unemployment rate has continued
its steady decline. That's about as good news as we could ever ask
for, and I know that you are in the business of reporting the facts,
but I know that you probably share with me the joy that we have
when we have good information on a consistent basis.

I want to thank you and your colleagues for appearing before us,
not only appearing before us today, but also for your Bureau being
very, very open and willing to get information to this committee
whenever we have asked for it and for working with us in trying to
divine exactly what that information actually means. For all of
that I want to thank you very much.

Ms. NORWOOD. Thank you very much.
[Whereupon, at 10:21 a.m., the committee adjourned, subject to

the call of the Chair.]
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