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EMPLOYMENT-UNEMPLOYMENT

THURSDAY, JULY 2, 1987

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, DC.
The committee met, pursuant to notice, at 9:30 a.m., in room SD-

628, Dirksen Senate Office Building, Hon. Paul S. Sarbanes (chair-
man of the committee) presiding.

Present: Senators Sarbanes and Melcher and Representative
McMillan.

Also present: Richard F Kaufman, general counsel; and William
Buechner, Dan Bond, Jim Klumpner, Paul Manchester, Dale Jahr,
and Chris Frenze, professional staff members.

OPENING STATEMENT OF SENATOR SARBANES, CHAIRMAN
Senator SARBANES; The committee will come to order.
This morning the Joint Economic Committee will be conducting

two hearings. The first will be the committee's regularly scheduled
hearing on the employment and unemployment situation for June
and we will hear from the Commissioner of Labor Statistics, Janet
Norwood.

Following the conclusion of the hearing on the unemployment
figures, the committee will resume its midyear review of the econ-
omy with a panel of two distinguished economists, Lawrence
Chimerine, chief economist at Wharton Econometrics; and Alan
Blinder, professor of economics at Princeton, who will focus on the
economic outlook and the challenges facing economic policy.

I am pleased to welcome Commissioner Norwood this morning.
On Monday, Commissioner Norwood was sworn in for her third
term as head of the Bureau of Labor Statistics. It was a special oc-
casion and I was pleased to be there.

Commissioner Norwood has had a long and distinguished career
as a public servant and has brought superior leadership to the
Bureau of Labor Statistics. As Commissioner of Labor Statistics for
the last 8 years-and now we can look forward to an additional 4
years-and as Acting Commissioner for a year before she officially
became Commissioner of Labor Statistics, Janet Norwood has un-
failingly adhered to the highest standards of professional integrity.
So, Commissioner, my congratulations and best wishes go to you as
you begin your third term. We are pleased to have you again
before the committee. We look forward to hearing from you and
your associates this morning.

(1)
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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 JOHN F. EARLY, ASSISTANT COMMISSIONER, DIVI-
SION OF CONSUMER PRICES AND PRICE INDEXES
Mrs. NORWOOD. Thank you very much, Mr. Chairman. I appreci-

ate those kind words.
I have with me this morning on my right, John Early, who is our

Assistant Commissioner for Consumer Prices; and on my left, Tom
Plewes, who is in charge of our employment and unemployment
programs.

It's always a pleasure to be here.
Unemployment declined in June, and employment showed little

change. Following a very large increase from April to May, the
labor force dropped in June. The overall unemployment rate, at 6
percent, and the civilian rate, at 6.1 percent, were each down 0.2
percentage point from May. Both rates have declined considerably
over the past year.

Changes in the labor force of young adults-those 16 to 24 years
of age-can be quite volatile during the summer months. So far
this year, from April to June, the labor force for this group has
risen by about 2.6 million before seasonal adjustment-consider-
ably less than last year. Partly as a result of this development,
after seasonal adjustment, joblessness among teenagers dropped
from 17.7 to 15.9 percent in June.

The labor market experience of adult men during the summer
months is far less volatile than for youngsters, and their unemploy-
ment rate was unchanged from May to June. However, at 5.5. per-
cent, the June rate for adult men was well below the 6 percent
which prevailed at the end of last year. The jobless rate for adult
women declined from 5.4 percent in May to 6.2 percent in June.
Employment for this group has advanced strongly in 1987. Their
employment-population ratio held at a record high of 53.2 percent
in June, and the jobless rate for adult women declined in June to
the lowest level in 13 years.

Nonfarm payroll employment, as measured by our business
survey, changed very little in May and in June, after increasing an
average of 250,000 per month from January to April. Employment
in the service-producing sector, growing by only 100,000 from May
to June, has slowed from the pace of previous months. In fact, in
the last 2 months, employment in this sector has grown at only
half the rate registered in the year.

Employment in the goods-producing industries held steady in
June, as the number of jobs in mining, construction, and manufac-
turing hardly changed at all. The factor workweek remained at a
very high level, however-41 hours. Factory overtime, at 3.7 hours
in June, was still quite high by historical standards.

Each quarter, Mr. Chairman, we present data on discouraged
workers-those who report that they would like to work but have
not searched for work because they believe that no jobs are avail-
able. At 1 million in the second quarter of 1987, the number of dis-
couraged workers declined by about 130,000 from the first quarter.
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This was the lowest level since the onset of the 1981-82 recession.
Discouragement had reached a high of 1.8 million workers at the
end of 1982.

The combined effect of discouragement together with unemploy-
ment and involuntary part-time work can be seen in the quarterly
BLS U-7 series that appears in table A-5 in our news release. All
three measures dropped in the second quarter, and U-7 declined
from 10 percent in the January to March period to 9.3 percent in
the April to June period. Over the same time, the civilian jobless
rate fell from 6.7 to 6.2 percent.

In summary, the .data released this morning show a drop in job-
lessness in June but very little change in employment. Factory em-
ployment stayed at the May level, and the pace of job growth in
services slowed.

I'd like very briefly to comment on our annual news release on
international comparisons of manufacturing productivity and labor
cost trends, which was issued since I last appeared here. The fig-
ures indicate that the competitive situation for U.S. manufactur-
ers-vis-a-vis Japan and industrial Europe-improved greatly in
1986.

U.S. manufacturing labor productivity, real output per hour, rose
3.5 percent from 1985 to 1986. While the increase was less than in
1985, it was well above the average of the last 13 years. It also ex-
ceeded the gains recorded by Canada, Japan, and the seven Europe-
an countries for which we have comparative 1986 measures. Facto-
ry productivity rose about 3 percent in Japan and the United King-
dom, about 1 to 2 percent in France, Germany, Italy, and Sweden,
and fell in Canada, Denmark, and Norway.

In addition, manufacturing unit labor costs, which reflect
changes in both labor productivity and hourly compensation costs,
fell about one-half of 1 percent in the United States, while rising
about 1 percent in Japan and by 2.5 to 10 percent in the other
countries. Measured on a U.S. dollar basis, to take account of the
strong appreciations, of the yen and European currencies, unit
labor costs rose over 40 percent in Japan and by about 20 to 40 per-
cent in the European countries.

The Japanese and European currencies continued to appreciate
against the U.S. dollar in the first half of this year and U.S. manu-
facturing unit labor costs fell at an annual rate of about 3 percent
in the first quarter. This should help to improve our competitive
situation still further.

Mr. Chairman, we will be very happy to try to answer any ques-
tions.

Senator SARBANES. Thank you very much, Commissioner.
[The table attached to Mrs. Norwood's statement, together with

the Employment Situation press release, follows:]



Unemployment rates of all civilian workers by alternative seasonal adjustment methods

X-11 ARIMA method X-1l method
Month Unad- Concurrent (official Range

and justed Official (as first Concurrent Stable Total Residual method (cols.
year rate procedure computed) (revised) before 1980) 2-8)

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

1986

June ........ 7.3 7.1 7.1 7.2 7.1 7.1 7.1 7.1 .1
July ........ 7.0 7.0 7.0 7.0 7.0 6.9 7.0 7.0 .1
August ...... 6.7 6.8 6.8 6.8 6.8 6.9 7.0 6.8 .2
September .. 6.8 7.0 7.0 7.0 7.0 7.0 7.0 7.0 -
October ..... 6.6 6.9 6.9 6.9 7.0 6.9 6.9 7.0 .1
November .... 6.6 6.9 6.9 6.9 6.9 6.9 7.0 7.0 .1
December .... 6.3 6.7 6.7 6.7 6.6 6.7 6.7 6.7 .1

1987

January....7.3 6.7 6.7 6.7 6.7 6.8 6.6 6.7 .2
February .... 7.2 6.7 6.7 6.6 6.6 6.7 6.5 6.7 .2
March ....... 6.9 6.6 6.6 6.5 6.6 6.6 6.5 6.6 .1
April ....... 6.2 6.3 6.3 6.3 6.4 6.3 6.3 6.3 .1
May ......... 6.1 6.3 6.3 6.3 6.4 6.3 6.4 6.3 .1
June ........ 6.3 6.1 6.1 6.1 6.1 6.1 6.1 6.1 -

SOURCE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
July 1987
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(1) Unadjusted rate. Unemployment race for all civiian workers, not ses.ons.ly adJusted.

(2) Officla] procedur- (X-il ARInA ethod). The published seasonally adjusted rate for
al l civJlJan workers. Each of the 3 oajor ciiliJan labor force nompooents--agricuitural
employment, nonagrlcultura employment and unemployment--for 4 age-sex groups-male, and
feales, ages 16-19 and 20 years and over--are seasonally adjusted Independently using data
from January 1975 forward. The data series for each of these 12 components are encended by
o year at each end of the original series using ARIMA (Auto-Regressve, Integrated, M.nng
Average) models chosen specJfically for each series. Each estended series is then seas.a..ly
adjusted with the X-il portion of the X-li ARIMA progra. The 4 teenage unemployment and
n.nagrJcultural employment -ooponents are adjusted with the additive adjustment model,
.hIle the other compunents are adjusted with che muilip]icactie model. The unemployment
rate Is computed by sumn-Jg the 4 seasonally adjusted unemploymeot components and talculating
that total as a percent of the civilian labor force total derived by summing all 12 seasonally
adjusted cs ponents. All the seasonally adjusted serJes are renised at the end of each year.
Eucrapolated factorn for January-June are computed at the beginning of each year; entrsaplated
factorn for July-Deoember are computed In the middle of the year after the June data become
avaiable. Each set of 6-onth factors are published in advance, In the January and July
Issues, eupectvely, of Employment and Earnings.

(3) Concurrent (as first coputed, X-li ARIHA method). The official procedure for
computairon ot the rare for all cJJlian wnrkers using the 12 components Ji follosed
except that etrapolaced factors are not used at al.] Each component is seasonally adjusted
v1rh the X-li ARIMA prograr each monch as the most recent data become available. Races for
each monch of che current year are shown as first computed; they are revised oniy once each
year, at the end of che year whes data for che faJl year become avaiable. For enample,
the rare for January 1985 would be haed, during 1985, on the adjunsmenc of data from
che period January 1975 through Janmary 1985.

(4) Concurrent (revised, X-il ARIMA ethod). The procedure used is identical to (3)
above, and the rate for the current onth (the last month displayed) wJIl always be the
some In the two columns. Herer, all pre.iouns oths are subject to revJsion each month
based us the s asonal adjus ment of all the components with data through the current mocth.

(5) Stable (N-il ARlMA method). Each of the 12 cIvilian labor force components Is estended
using ARUIA nodels as in the officia1 procedure and then run through the X-li part
of the progrom usIng the stable option. This option assues that seasonal patterns
are basically constant from year-to-year and computes final seasonal factors an
un Ighted averages of all the sea.onal-irregular components for each onath across
the entire span of the period adjonted. As in the official procedure, factors are
estrapolated in 6-month intervals and the series are revised at the end of each year.
The prucedure for cunpucation ou the rate from the seasonally adjusted components
is also identical to the official procedure.

(6) Total (X-il ARImA ethod). This Is one aternative aggregation procedure, in
whJch total unemploymenc and civilMan labor force level are extended with ARIMA models
and directly adjusted with multiplicativ adjudtoent models Jn the X-il part of the
program. The rate in compuced by taking seasonally adjusted total unemployment as a
perceut of seasonally adjusted total civIan labor force, Factors are e-trapolated
in n-so.th Jsrrais and the series revised at the end of each year.

(7) Residual (I-li ARIMA ethod). This Is another alternative aggregation method, In
which total cIvilian emplonyeoc and cJvJlian labor force levels are entended using ARIMA
oudels and then directly adjusted with sncitplJcatJve adjustment models. The seasonally

adjusted unemployment level In dorived by subtracting seasonally adjusted employment
fro se asonally adjusted labor force. The race is then computed by taking the derived
unemployment level as a percent of the labor forc lev,. Factors are e-trapolated In
h-mourN JnterJals and the series reJsed at the nd of each year.

(8) X-lI method (oifirjal ethod before 1980). The ethod for computation of the official
procedure In used escept thr the series are not entended with ARIMA odels and the factors
a projecrted In 12-month intervals. The standard X-1l progra Is used to perform the
s-es-naa adj-sctevc.

Methods of Adjustment: The X-ll ARIMA -ethod .a. Jeveloped at Statistics Canada by the
Sea.onal Adjusenet and Times Series Staff under the direction of Estela See lDagn. The
=echod is described in The X-1l ARIlA Seasonal Adjustment Mlethod, by Estela lee Dagom,
Statistics Cavada Caralogue So. 12-564E, February 1980.

T.e scandard X-Il nechod is described In X-l Variant of the Census Method II Seasonal
Adjss..ent Prna.,oa, by Juilus Shiukin. Allan inung and John 'lugrave (Technital Paper
:.. 15 Bor-au 1f the Census, 1967).
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THE EMPLOYMENT SITUATION: JUNE 1987

Employment was little changed in June and unemployment declined, the
Bureau of Labor Statistics of the U.S. Department of Labor reported today.
The overall jobless rate was 6.0 percent and the civilian rate was 6.1
percent, each two-tenths of a point below May levels.

Nonagricultural payroll employment--as measured by the survey of
business establishments-and total civilian employment--as measured by the
survey of households--were about unchanged in June, after seasonal
adjustment. Both surveys showed increases of roughly 2-1/2 million over
the past year.

Unemployment (Household Survey Data)

The number of unemployed declined by 285,000 to 7.3 million, and the
civilian unemployment rate fell two-tenths of a percentage point to 6.1
percent. The June jobless rate represented an improvement of six-tenths of
a point in the first half of 1987 and was at its lowest point since
December 1979.

Fewer young people than normal had entered the labor force as of the
June survey week, which was unusually early this year. As a consequence,
after qeasonal adjustment, declines occurred for both youth employment and
unemployment. Teenagers accounted for more than two-thirds of the decline
in the number of jobseekers. Their jobless rate fell almost 2 percentage
points to 15.9 percent, and that for black teenagers was down nearly 6
percentage points to 33.3 percent. There was also a decline in
unemployment among adult women, with their rate edging down two-tenths of a
point to 5.2 percent. The rate for adult men was unchanged at 5.5 percent.

Unemployment rates for whites (5.2 percent) and Hispanics (8.5
percent) were little changed, but the rate for blacks (12.7 percent) was
down about a percentage point. (See tables A-2 and A-3.)

Civilian Employment and the Labor Force (Household Survey Data)

Civilian employment, following an unusually large rise in the previous
month, changed little in June, after seasonal adjustment. Much of the
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lackluster June employment performance was attributable to agriculture,
which picked up fewer than half of its normal May-to-June employment rise,
thus falling by 155,000 on a seasonally adjusted basis. Despite June-s
weakness, the employment total of 112.3 million yzE 2.6 million higher than
a year earlier. (See table A-i.)

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

Quarterly Monthly data
averages

Category May-
1987 1987 June

I | II Apr. I May I June change

HOUSEHOLD DATA

Labor force 1/.........

Total employment 1/..
Civilian labor force...

Civilian employment..
Unemployment.........

Not in labor force.....
Discouraged workers..

Unemployment rates:

All workers 1/.......
All civilian workers.

Adult men..........
Adult women........
Teenagers..........
White..............
Black..............
Hispanic origin....

ESTABLISHMENT DATA

Nonfarm employment.....
Goods-producing......
Service-producing ....

Average weekly hours:
Total private........
Manufacturing........
Overtime............

Thousands of persons

120,943 121,341 121,070 121,719 121,235 -484
112,995 113,906 113,570 114,173 113,975 -198
119,202 119,615 119,335 119,993 119,517 -476
111,254 112,180 111,835 112,447 112,257 -190
7,948 7,435 7,500 7,546 7,260 -286

62,800 62,912 63,009 62,540 63,187 647
1,168 1,037 N.A. N.A. N.A. N.A.

Percent of labor force

6.6 6.1 6.2 6.2 6.0 -0.2
6.7 6.2 6.3 6.3 6.1 -.2
5.9 5.5 5.5 5.5 5.5 0
5.8 5.4 5.5 5.4 5.2 -.2

17.9 17.0 17.4 17.7 15.9 -1.8
5.7 5.3 5.4 5.3 5.2 -.1

14.2 13.2 13.0 13.8 12.7 -1.1
9.7 8.81 9.2 8.7 8.5 -. 2

Thousands of jobs
101,133 p101,686 101,598 plOI,6

7
2 pl01,788

24,733 p
24
,
761

2L,759 p2
4
,
7
55 p

24
,
769

76,399 p
76
,
925

76,839 p
76
,
917

p77,019

p116
p
14

p102

Hours of work

34.8 p
3 4

.
8

34.7 p34.9 p34.8 p-0.1
41.0 p40.9 40.6 p

4 1
.
0

p41.0 p
0

3.6 p
3
.
7

3.5 p3.8 p
3
.
7

p-.1

1/ Includes the resident Armed Forces.
p=preliminary.

N.A.=not available.
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After rising in May, the rate of labor force participation returned to
the April level of 65.4 percent. Participation rates for adult men and
women were each down two-tenths of a percentage point to 78.0 and 56.1
percent, respectively. The rate for teens fell more than 2 points to 53.0
percent. While the labor force declined in June, it has grown by 1.5
million over the past 12 months to a level of 121.2 million.

Discouraged Workers (Household Survey Data)

In the second quarter of 1987, there were about 1.0 million
discouraged workers--persons who wanted to work but had not looked for jobs
because they believed they could not find any. This was a slight
improvement from the 1.1 million in the previous quarter. Two-thirds of
these persons cited problems with the job market as their reason for not
searching for work, while the rest cited personal factors (such as age or
educational deficiencies). Blacks accounted for a disproportionately large
share of the discouraged workers--29 percent. (See table A-14.)

Industry Payroll Employment (Establishment Survey Data)

Total nonagricultural payroll employment rose about in line with what
is expected for this time of year and, after seasonal adjustment, was about
unchanged at 101.8 million in June. This was the second month in a row
that there was little job growth in business establishments. The job count
was 2.5 million above its year-earlier level, however, with nearly all the
growth in the service-producing sector. (See table B-i.)

In June, job growth slowed in the service-producing sector. A small
gain occurred in the services industry, most of it in health services. In
the goods-producing sector, construction employment remained near its May
level after seasonal adjustment. Job gains in the industry this spring
have barely kept up with seasonally-expected growth. Employment in mining
and its oil and gas extraction component was unchanged from May but has
shown small gains thus far in 1987, following large declines in 1986.
Manufacturing employment was unchanged over the month, after also posting
small gains earlier in the year.

Weekly Hours (Establishment Survey Data)

The average workweek of production or nonsupervisory workers on
private nonagricultural payrolls edged down 0.1 hour to 34.8 hours,
seasonally adjusted. The manufacturing workweek was unchanged at 41.0
hours, and factory overtime inched down by 0.1 hour to 3.7. Both figures
have recently been very high by historical standards. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory
workers on private nonagricultural payrolls was virtually unchanged at
120.1 (1977=100) in June, seasonally adjusted. This was nearly 3 percent
higher than the June 1986 index. (See table B-5.)
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Hourly and Weekly Earnings (Establishment Survey Data)

On a seasonally adjusted basis, average hourly earnings and averag
weekly earnings were about unchanged in June. Prior to seasons
adjustment, hourly earnings remained at $8.93, while weekly earnings wer
up $1.79 to $312.55. (See table B-3.)

The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Index (HEX) was 173.1 (1977=100) in June
seasonally adjusted, an increase of 0.2 percent from May. For the 12 month
ended in June, the increase was 2.3 percent. The HEI excludes the effect
of two types of changes unrelated to underlying wage rat
movements--fluctuations in manufacturing overtime and interindustr
employment shifts. In dollars of constant purchasing power, the HE
decreased 1.4 percent during the 12-month period ended in May. (See tabl
B-4.)

The Employment Situation for July 1987 will be released on Friday,
August 7, at 8:30 A.M. (EDT).
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Explanatory Note

This news release presents statistics from too major urseys,
the Current Population Sursey (household surseyl and the
Current Employment Statistics Survey (establishment sarvey).
The household sursey prosides 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 59.500 households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (ILSc.

The establishment sarsey prosides the information on the
employment, hours. and earnings of workers on
nonagriculural payrolls that appears in the B tables. marked
ESTABLISHMENT DATA. This information is collected
from payroll records by BLS in cooperation n uh State agencies.
The sample includes over 290.000 establishments employing
ouer 58 million people.

For both surveys, the data for a gisen month are actualls
collected for and relate so a particular eek. In the household
ssey, unless otherwise indicated. it is the calendar week that
contains she 12th day of the monht. hich is called the voies
ieek. In the establishment curses she reference week is the
pau period including the 12th which may or may nor 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 result between a
survey of a sample and a census 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 citilian nooinsttuttianal population
16 years of age and older. Each person in a household is
classified as employed unemployed. or eo 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 were
on unpaid lease because of illness, bad weather, disputes be
wern labor and management. or personal reasons. Members

of the Armed Forces sationed in the United States are also in-
cluded in the employed total.

People are classified as unemploced. regardless of their
eligibility for unemployment benefits or public assistance, if
they meet all of the following criteria: They had no employ
meor 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 weks. Persons laid off from their
former jobs and awaiting recall and those expecting to report
to a job within 30 days need not be looking for work to be
counted as unemployed.

The laborforce 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 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-Sa, 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 nonapricultural firms. As a result, there are
many differences between the tso surveys. among which are

the following:

i Thhusehota rue-cd . a-- bhnsh based o a smattee ewpke. renror a
airn scones ou be nuccacor. Se ectabtonmenm rureer rectudes aucuoticre.
ihrsrrmf-o-d. unpaid f-ady Workesr. h-ar wa ehutd -ork-e. and
mwb-ni of ih, rd-i A-red Forces

- The ho-sehind u-rce rclcde ponple or unpaid trace among she
ewpeicd. ihe r.tsbihmh- surer deerot:

- The household s.r.ey is iued liuse it 1re6 s of age andaer: rhe
e,-abnlsohei surcey us bootsed bn age:

- The ho-srcn icr.- Sas no dpi-vaoio of edoiduals. bhmae -ech in.
dc~duio scouied n.b once.. ihrenusisment suere.yemipyees.srkingai
mnle rhan rne job orr .he, acavra on mornren -n pyayrol would be

-cced cerasicin ior easch appearace

Other differences between the two surveys are described in
-Comparing Employment Estimates from Household and
Payroll Surseys, which may be obtained from the BLS upon

request.

Seasonal adjustment
Over the 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. har-
vests major holidays, and the opening and closing of schools.
For example. 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.

Qft jfe-4 4st
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Because these seasonal events follo, 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 esample, the large .nmber of people entering the
labor force each June is likely io obscure any other changes
that have taken place since May, making it difficult to diete
mine if the Ilevl of economic activity has risen or declined.
Hourser, 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 comparakle 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 actiily.

Measures of labor force, employment, and unemployment
contain components such as age and sen Statistics for all
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 right seasonally adjusted
ciilian employment components, plus hnr rsident Armcd
Forces total lnot adjusted for seasonaliti, and four seasonali,
adjusted unemployment components; the totzl for unemploy-
ment is the sum of the four unemployment components, and
the oserall unemployment rate is derived by dividing the
resulting estimaic 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 previoss 5
years. For the estaklvshment survey - updated factors for
seasonal adjustment are calculated only once a seat, along
with the introduction of ner benchmarks ahich are discussed
at the end of the nest section.

Sampling variability
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 lere used. In the household survey, the
amount of the differences can be espressed in terms of stand-
ard errors. The numerical value of a standard error depends
upon the size of the sample, the tsuais of the survey, and other
factors. Howcver. the numerical value is always such that the
chancesare appronimately 68 out of lOithar an estimate based
on the sample sill differ b, no more than the standard error

from the resuhs of a complete census. The chances are appron
imately 90oUt of 100 that an estimate based on the sample oil
differ by no more than 16 times the standard error from rhe
results of a complete census. Ar approximately the 90-percent
level of confidence-the confidence limits used by BLS in itr
analyses-the error for the monthly change in total employ-
ment is on the order of plus or minus 328,000; for total
unemployment it is 220,000; and, for the overall unemploy-
ment rate, it is 0.19 percentage point. Thes. figures do not
mcan that the sample results are off by these magnitudes but,
rather, that the chances are approwimately 90 out of 100 that
the 'true" level or rate would not be expected to differ from
the estimates by more than these amounts.

Sampling errors for monthly surseys 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 esample, 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 ,26 percentage point; for
teenagers, it is 1.25 percentage points.

In the establishment survee, estimates for the 2 most current
months are based on incomplete returns; for this reason, these
estimates are labcled 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 Noncmber and
in final form in December. To remose 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-comprehensice counts of
employment-against which month-to-month changes can be
measured The neu benchmarks also incorporate changes in
the classification of industries and allow for the formation of
new establishmenrs.

Additional statistics and other information
In order to provide a broad siew' of the Nation's employ-

ment situation, BLS regularly publishes a wide variety of data
in this news release. More comprehensive statisticsare contain-
ed in Employment ond Earnings. published each month by
BLS. It is available forS8. 0per issue orS22.00per year from
the U.S. Government Printing Office, Washincron, D.C.,
20204. A check or money order made oua to the Superinten-
dent of Documents must accompany all orders.

Ernplocrrrenr 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 J of
its "Explanatory Notes.'' Measures of the reliabiliry of the
data dragn from the establishment survey and the actual
amounts of revkioo due to benchmark adjustments are pro-
vided in tables M, 0. P. and 0 of that publication.
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Table A02. Employmen status of thi 017l7l18 population by 8 end age
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Table A-3. Employment slatus of the cidvlan populatlon by rac, sa.x, age and Hispanic orgin
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Senator SARBANES. Let me pursue the last part of your statement
first, on productivity comparisons.

In looking at those figures, and given the fact on a comparative
basis we are doing better internationally on the productivity front,
to what extent do we have to try to factor in where the respective
economies are in terms of the economic cycle?

Mrs. NORWOOD. I think that's terribly important. If we are to
regain not only our competitiveness but equally importantly if we
are to reduce the deficit in international trade, it's going to have to
be because of purchases by other countries. That means that their
economies are going to have to keep moving upward.

There's been a great deal of discussion about how to achieve
that. On the cost side, I think these data suggest that because of
improved productivity in the United States in manufacturing and
shifts in the exchange rates, we are doing much better.

Senator SARBANES. Is the poor productivity performance in these
other countries due in part becaue of what's happening to them in
terms of cyclical movement of their economy?

Mrs. NORWOOD. There may be some of that. I think it is partly
due to differences in our labor markets. The data we released today
show that there has been a continuation of increasing efficiency
within manufacturing. We are continuing to produce output and
we are not adding labor force.

Senator SARBANES. Let me ask about that because I have read
some reports that there's been a movement-I don't know how ex-
tensive-by manufacturing firms to lease labor from outside firms
rather than to hire the labor directly. I gather if that happens, em-
ployment is not listed as manufacturing but is listed instead under
business services. Is that correct?

Mrs. NORWOOD. That's correct.
Senator SARBANES. In which case, of course, that would under-

state the number of people working in manufacturing and I
assume would overstate productivity.

Mrs. NORWOOD. Yes, that could happen.
Senator SARBANES. Because when you calculate the productivity,

you don't encompass within it the business services category, do
you?

Mrs. NORWOOD. Well, what you would encompass is the cost of
those services. If the manufacturing establishments are paying the
costs of those workers, that goes into the overall calculations.

Senator SARBANES. Okay. So it would affect the employment.
Mrs. NORWOOD. Mr. Mark tells me that output is measured on a

value added basis and so it's adjusted for that.
We are not sure, Mr. Chairman, exactly how much contracting

out is occurring. There's always been a good deal of contracting
out. We did a very quick small survey recently to try to see wheth-
er there was very much of a change, particularly in some indus-
tries which had a decline in employment, some of the manufactur-
ing industries. And we found that many of them were contracting
out and that some had increased their contracting out.

The data were not as conclusive as, I must say, I had anticipated
they would be. We are planning a survey of the temporary help in-
dustry as one of our occupational wage programs this coming year
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and I anticipate that we will learn a lot more once we have those
data available.

Senator SARBANES. In your statement you say that the labor
force for the 16- to 24-year group has risen considerably less than
last year, and you say it's risen this year 2.6 million. How much
was it last year?

Mrs. NORWOOD. About 3.5 million.
Senator SARBANES. And do you have an explanation for the dif-

ference?
Mrs. NORWOOD. There may be several explanations. One that we

have to look at-and I'm not sure how important it is-is that the
survey week came somewhat earlier than is usual. The 12th of the
month fell on a Friday. The result is that we may have missed
some of the people who would be coming into the labor force in the
following week.

About two-thirds of the drop in the unemployment rate in the
month of June came from the teenage component.

Senator SARBANES. So two-thirds of it is attributable to the factor
we're talking about now, that is essentially the size of that labor
force?

Mrs. NORWOOD. Yes.
Senator SARBANES. The improvement in the unemployment rate

is due not to more jobs but fewer people in the job market, is that
correct, for this month?

Mrs. NORWOOD. Yes. That's what the arithmetic shows quite
clearly. The change in employment is not statistically significant in
either of the surveys. There has been quite a lot of growth over the
last 6 months, but there has clearly it seems to me been something
of a slowdown in the last 2 months.

Senator SARBANES. The jobless rate for adult women is less than
the jobless rate for adult men?

Mrs. NORWOOD. Yes.
Senator SARBANES. That's a historical reversal, is it not?
Mrs. NORWOOD. Yes, it is. What has happened in the past is that

the unemployment rate for women has generally been higher than
the unemployment rate for men in good times as well as bad.
During a recessionary period, as more men are laid off, the gap be-
tween the two has narrowed.

During the most recent recession, that situation reversed and has
really stayed reversed because of the changes that are going on in
manufacturing where only about 40 percent of the employment lost
during the recession that has been recovered and because manufac-
turing has a very high proportion of males in its work force.

Senator SARBANES. In other words, as we have moved out of the
recession, 60 percent of the jobs in manufacturing have not been
recovered, is that correct?

Mrs. NORWOOD. That's correct.
Senator SARBANES. And, of course, that then impacts dispropor-

tionately on males. What percentage of manufacturing jobs are
held by males, do you know?

Mrs. NORWOOD. Roughly two-thirds of all manufacturing jobs are
held by men.
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Senator SARBANES. Is there any other factor or factors explaining
this reversal of the historical trend in terms of unemployment
among males and unemployment among women?

Mrs. NORWOOD. Yes, I think so. One important factor is the
change in the educational attainment of women in this country.
Many women now go on to college and have the education that our
projections show is going to be needed in terms of the kinds of jobs
that we are creating.

So I think we have a better educated female work force than we
did 20 years ago.

Senator SARBANES. Well, thank you very much.
Congressman McMillan.
Representative MCMILLAN. Thank you, Mr. Chairman.
I would also like to add my congratulations to you, Mrs. Nor-

wood, on your reappointment as Commissioner. I am new on the
committee, but I have been impressed with your objectivity and I
want to thank you for that and wish you well.

Mrs. NORWOOD. Thank you very much.
Representative McMILLAN. Now I also have, Mr. Chairman, an

opening statement that I would like to submit for the record.
Senator SARBANES. The opening statement will be included in

full in the record.
[The written opening statement of Representative McMillan fol-

lows:]
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Representative MCMILLAN. I think some of the underlying trends
that we've been talking about are interesting. Your comments with
respect to educational levels of women versus men that might be
entering the work force is somewhat confirmed by a few figures
that I have in my head. For example, I think the entering class at
the University of North Carolina at Chapel Hill last year was ap-
proximately 63 percent women, and I think that's occurred in some
other universities with which I'm familiar.

That might in itself be an interesting study because we are not
just talking about what exists today but what may exist in the
future and the employment ratio that you referred to earlier of
women versus men, in a period in which the economy is undergo-
ing shifts to higher technology in which a different set of educa-
tional skills and abilities may be applicable, you suggest that that
in fact may favor women in the work force as opposed to men?

Mrs. NORWOOD. I think the point I was making was that the dif-
ference in the 1980's from that in the 1950's, for example, and the
1960's, when we had a much higher unemployment rate for women
compared to men, may be in part attributable to the fact that
during that period many, many more women have gone on to get
better educations. And it's quite clear that both men and women in
the future are going to need the kind of educational background
that is required for jobs that require special technology and special
kinds of skills.

That has nothing to say, I might add, with the quality of educa-
tion that we are providing. That's another question and a very im-
portant one I believe.

Representative MCMILLAN. So the short-term figures that we are
looking at in this period really are a continuation of a trend that
has existed for some period of time?

Mrs. NORWOOD. Yes.
Representative McMiLLAN. Could you trace back historically

when that began to reflect itself statistically and add any com-
ments to that that you perceive for the future?

Mrs. NORWOOD. We could provide a statement for the record on
that. We'll go back and look at women and men and their educa-
tional attainment. We do have data of that kind in the labor force
over the last several decades. We'd be glad to do that and send you
that information.

[The following information was subsequently supplied for the
record:]
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U. S. Department of Labor Commissioner for
Bureau of Labor Statistics
Washington. D.C 20212

JUL 10 1987

Honorable J. Alex Mcfillan
House of Representatives
Washington, D.C. 20515

Dear Congressman Mcfillan:

I am responding to two questions you raised during my July 3
testimony before the Joint Economic Committee. They related
to the educational attainment of women in the labor force and
to the youth share of discouraged workers.

As the tabulation below shows, the educational level of women
in the labor force has, indeed, improved considerably (even
more than for men) since the end of the 1970 decade. All other
thrings being equal, that trend should have had some downward
effect on the unemployment rate for women.

Percent distribution of the labor force by educational
attainment for men and women age 25-64, 1979 and 1986

Educational Men Women
attainment 1979 1986 1979 1986

Total .......... 100.0 100.0 100.0 100.0
Less than 4 years of high school. 23.2 17.2 20.1 13.2
High school, 4 years ............. 35.7 37.0 45.2 44.3
1-3 years of college ............. 17.4 18.9 17.1 20.3
4 or more years of college . ...... 23.7 26.9 17.1 22.2

The following tabulation provides the age distribution of
discouraged workers (the 1986 annual average was chosen rather
than the slightly more current, but not seasonally adjusted,
quarterly data).
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Honorable J. Alex McMillan--2

JUL 10 1987

Percent distribution of discouraged workers by age and
sex, 1986 annual averages

Age Total Men Women

Total ................... 100.0 38.9 61.1
16 to 19 years .... ... 10.7 6.1 4.6
20 to 24 years .... ..... 14.3 5.8 8.4
25 to 54 years ........ 52.6 17.1 35.6
55 years and over ..... 22.5 10.0 12.6

As shown, youths 16 to 24--who make up about 19 percent

of the noninstitutional population 16 years of age and over--
accounted for 25 percent of the discouraged workers in 1986.

I hope this information will have answered your questions.

Please let me know if we can be of further assistance.

Sincerely yours,

d41 /

JANET L. NORWOOD
Commissioner
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Representative McMILLAN. Well, I think that would be impor-
tant in informing the Congress about some of its responsibilities.

Also, I would be interested in any further comments you may
have with respect to trends in teenage unemployment or employ-
ment and the size of the work force and particularly as it may
impact minorities because that's been I think a concern of all of us.
Could you put the figures for June-and I realize we may have
some statistical problem with respect to comparative timeframe,
but put it in a little bit of historical perspective in terms of what
this may say or not say about the longer term trends?

Mrs. NORWOOD. In June, there was a drop in the unemployment
rate for black Americans. The labor force situation for blacks has
been changing. The unemployment rate for black teenagers was
33.3 percent, still extraordinarily high, but it is well below the 40
to 50 percent rate that we have had earlier in the 1980's.

Representative McMILLAN. Excuse me. Would you say that's sea-
sonal or do you see in that some reversal of what we have general-
ly considered to be adverse trend?

Mrs. NORWOOD. Over the last several years there has been a de-
clining unemployment rate for black teenagers. However, I'm not
certain how much of the June decline-from 39 percent to 33.3 per-
cent-will remain with us after another couple of months. We need
to have a little bit more time to see that.

In general, however, the black population as a whole, including
black teenagers, have done a little bit better during the recovery
than they had previously. But I think it should be understood that
during the 1980 and the 1981-82 recessions their labor force status
deteriorated quite a bit.

There are fewer teenagers generally in the population. The birth
rate of the black population declined less than the birth rate of the
white population.

Representative MCMILLAN. When you say fewer, are you speak-
ing in relative terms or absolute terms?

Mrs. NORWOOD. Well, for teenagers as a whole, we have seen
some reduction absolutely in the work force of teenagers. Their
labor force declined by about 200,000 over the last year.

I think what we are anticipating is that as we move through the
rest of this century we will be seeing a work force that is going to
be growing older merely because there will be fewer teenagers en-
tering that work force. We anticipate that it will be about 1992 or
so before that situation turns around. That should mean less
upward pressure on the unemployment rate since teenagers always
have much higher unemployment rates than others.

On the other hand, a much larger proportion of the entire work
force and of the teenage work force in the future will be made up
of minorities than in the past, and that could be a very serious
problem for us unless we are able to move those people into more
rewarding jobs.

Representative McMILLAN. One other question. You talked a
little bit today about the statistics that represent discouraged work-
ers. What are the criteria by which a person falls into that classifi-
cation?

Mrs. NORWOOD. A discouraged worker is one who wants a job but
does not meet the definition for unemployment. To be classified as
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unemployed requires that a person must not have worked during
the survey week, be available for work, and have searched for work
during the preceding 4 weeks. A discouraged worker meets the first
two criteria, but does not meet the last, and says that he has not
searched for work because essentially he or she believes that it
would be of no value.

We do not include discouraged workers in the official unemploy-
ment rate because they have not made any recent attempt to look
for a job. Discouragement is really a state of mind and our labor
force definitions refer to specific activities that can be measured.

I did refer in my statement to one of the array of unemployment
rates U-7 that we publish which does include discouraged workers.
The data were quite encouraging in that we have seen a continued
decline in the number of discouraged workers, but a million is still
a lot of people.

Representative MCMILLAN. Do we develop that statistic and
apply it to teenage workers?

Mrs. NORWOOD. Yes. All people 16 years and over are included in
those data. Discouraged workers are disproportionately women and
minorities.

Representative MCMILLAN. Well, Congress is going to be consid-
ering legislation with respect to the minimum wage, and one of the
issues I think has to do with entry level jobs and that tends to
focus on the teenager. And that discouragement index it seems to
me becomes more sensitive under these circumstances. And I
would hope that maybe we could get a little additional information
on that to perhaps inform the Congress in its judgment it's going to
try to make on that issue in the coming weeks.

Mrs. NORWOOD. Yes, certainly we can do that. We have already
provided a great deal of information to congressional staffs on both
sides of the aisle on the demographic characteristics of people in-
volved in minimum wage and low wage jobs. We would be glad to
do whatever else we can.

Representative MCMILLAN. Thank you, Mrs. Norwood.
Thank you, Mr. Chairman.
Senator SARBANES. Commissioner, is the survey week the same

week every month?
Mrs. NORWOOD. It's the calendar week containing the 12th of the

month. So, depending on where the 12th falls, the week may be
earlier or later in the month.

Senator SARBANES. Senator Melcher.
Senator MELCHER. Mrs. Norwood, you wouldn't mind answering

a couple questions on a different subject, would you?
Mrs. NORWOOD. Not at all.
Senator MELCHER. You testified before the Aging Committee a

few days ago that if you were asked or required by Congress to pre-
pare a different consumer price index for older* Americans that it
would cause you some problems and would take some time.

Were those problems other than time connected with what were
older Americans, a definition of older Americans?

Mrs. NORWOOD. I believe, Senator, that I did emphasize to you
the need for us, if we are to create a new statistical measure, to be
able very specifically to define the group whose experience we
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want to reflect. And I pointed out to you I think basically two
things.

First, who are the older people? That is always difficult to define
depending on your own age I suppose. But if we take those 65 to 74,
their expenditure experience is similar to that of the general popu-
lation. The biggest expenditure changes occur after age 75. Another
definitional point that we discussed, as I recall, was whether such
an index should be confined to the retired.

The other point that I made was that in order to produce a truly
accurate CPI for older Americans, however defined, we would need
to do a great deal that we have not now done and expand some of
our samples and that that would take some time and some money,
but that there were some shortrun kinds of things that could be
done and if coupled with some expansion of survey work and analy-
sis I think they could be quite useful.

Senator MELCHER. Did you tell the same thing to the conferees
that were meeting on the appropriations bill that had that require-
ment in it?

Mrs. NORWOOD. I have had no contact with the conferees on the
appropriations bill, Senator.

Senator MELCHER. What has the liaison for the Department of
Labor told the conferees?

Mrs. NORWOOD. I do not know. I would guess that they probably
have told the conferees--

Senator MELCHER. The same thing you just said?
Mrs. NORWOOD. No. That it is the administration's position not to

add things that might cost money, that that could be a problem.
Senator MELCHER. Precisely.
Mrs. NORWOOD. That's not necessarily my position.
Senator MELCHER. Then what the conferees may have been told

is that if you develop such an index it might lead Congress to say,
well, we ought to look at the cost-of-living adjustment to see wheth-
er or not the cost-of-living adjustment truly reflects what the differ-
ence is in inflation one year to another for retirees who are affect-
ed by it, such as on Social Security, railroad retirement, military
retirees, and Federal employee retirees? So you surmise that is
probably what the administration's position is and what the liaison
people from the Bureau of Labor Statistics and the Department of
Labor have told the conferees?

Mrs. NORWOOD. No, sir. The position of the Bureau of Labor Sta-
tistics is that we do not know and have no way of knowing wheth-
er, if an accurate CPI for older citizens, however defined, were pro-
duced, it would show higher or lower price changes. It would be an
accurate reflection of the experience of that group, but we have no
idea whether it would be higher or lower. That has been very clear-
ly our position.

And I do want to reiterate again that I and my staff have had no
contact with the appropriations people. The Congressional Affairs
Office of the Department of Labor may have, but they represent
the administration's position clearly.

Senator MELCHER. Then they would not be liaison people from
the Department of Labor?

Mrs. NORWOOD. They talk to us, but we have taken no position
on this. We don't take policy positions.
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Senator MELCHER. Well, I mention that because it's due to the
statements made by liaison from the Bureau of Labor Statistics,
the report back to me is that they didn't want it and it was
dropped.

Mrs. NORWOOD. Senator, I think there are a few things that seem
to get confused in the discussion generally-the broader discussion.

One is, do you need, should you have, what would it cost to
produce a CPI for older Americans? That's one issue.

The second issue is, if you had such an index, would Social Secu-
rity escalation cost the Government more money or less money?

We have no answer to the second question. Obviously, we know
what it takes to produce an index and we have some general idea
of answers to the first set of questions.

Senator MELCHER. Well, first of all, it would cost money out of
the trust fund, whether we want to say that costs the Federal Gov-
ernment money, when we count trust funds as part of the Federal
Government's money, I think that's true. But the cost out of the
trust fund is the benefit directly, dollar for dollar, to retirees.

I interpreted your answer previously, when you said you suspect-
ed that what the conferees may have been told by liaison was that
it would cost more money and therefore the administration was op-
posed to it--

Mrs. NORWOOD. To produce an index.
Senator MELCHER. Pardon me.
Mrs. NORWOOD. To produce an index, not necessarily--
Senator MELCHER. To produce an index?
Mrs. NORWOOD. Yes, and that is our position and I was quite

clear on that when I testified before the Special Committee on
Aging. I have no idea whether such an index would create larger
or lower escalation of benefits for Social Security recipients. That's
a question we cannot answer. We don't have such an index and we
can't answer it.

Senator MELCHER. I think everything that the Department of
Labor does does cost money.

Mrs. NORWOOD. That's true.
Senator MELCHER. I think the annual appropriation proves that

fact beyond a doubt. I think what we're talking about here is pen-
nies compared to millions and the issue is whether the millions of
Americans are getting the pennies they should out of the trust
fund. I very much regret the last minute dropping of that particu-
lar portion of the bill because it would have only given you be-
tween today and sometime this fall to give us some input as to
whether or not we are treating older retirees fairly. Now the time
is running and the next time we get a chance to give you that di-
rection will probably be sometime this fall, too late-too late, mind
you, to do anything about the cost-of-living adjustment for 1988.

Mrs. NORWOOD. You will recall, Senator, that one of the issues
we also discussed was the use of the CPI-U rather than the CPI-W
for escalation of Social Security benefits.

Senator MELCHER. Yes, I do recall that, and I recall exactly how
that came about. It's simply because that amendment was in here
that we're beginning to hear that the CPI-W, the index that is
used and does form the basis for the cost-of-living adjustment,
doesn't even include any retirees.
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Now we're hearing, well, we could change the CPI-U. The only
reason we're hearing that now is because the issue was raised was
this fair or wasn't this fair? We'd like to get at what the fairness
part of this is and that is to look specifically at those items that the
retirees must pay-older people must pay in order to live. And
they do have a different market basket for the things that they
must buy and we've gone over that before and you know it even
better than I. So I won't repeat it here, except to say that means
health care and public transportation obviously went up 7 to 9 per-
cent last year and those are things that older people have to buy
and have to have. They have no choice, and a raise of 1.3 percent
in the cost-of-living adjustment simply didn't reflect the inflation
they had.

Mrs. NORWOOD. May I just say that it was in 1978 that the
Bureau of Labor Statistics raised the issue of whether to use the
CPI-U or the CPI-W in escalation of Social Security and other en-
titlement programs. That's not an issue that is new to us. At least
we raised that publicly. It was discussed in the Congress.

The second point is that you're quite right that things like medi-
cal care would be weighted much more heavily in an index for the
elderly, as would home heating oil, for example, and perhaps food.
But such things as college tuition, new cars, and gasoline would be
weighted somewhat lower in an index for older Americans.

And its's for those reasons that we really can't say one way or
the other exactly what the final distribution would be and where
this would come out, whether it would be higher or lower. That's
really what I was trying to explain.

Our position-our function at the Bureau of Labor Statistics is to
carry out the policy decisions of the Congress and the administra-
tion. We don't make policy. We try to be a service agency and if
the Congress should decide that it wishes such an index we'll do
our best to produce it, provided the resources are there.

One of my concerns about the amendment to the Appropriations
Act was that it required us to do something within existing re-
sources, and that would mean that we would have to take it from
our employment programs or our other price programs and that
would be difficult.

But I'm sure that if you wish to pursue that issue, that there are
things that could be done.

Senator MELCHER. Well, I'm sure, too. I only regret the stalling
from this bill means that in all likelihood the people who like to
stall for one reason or another are going to stall it for another
year.

Senator SARBANES. Commissioner, in light of this questioning, I
want to be clear for the record on a couple of points.

First of all, as I understand your position, you indicated in this
hearing that to produce a special index for older Americans, how-
ever we define that, would cost money. In other words, you would
have to put some resources into doing it and, therefore, it would
cost money. Is that correct?

Mrs. NORWOOD. To produce an accurate index, which included
the expenditure experience of those groups that would be using an
expenditure survey that was at least as reliable as the Consumer
Price Index that is now being used for escalation, to go to the kinds
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of stores that older people go to, to use the specific items that older
people buy, to use the particular prices that they pay since there
are special senior citizens prices and so on, would be quite an ex-
pensive undertaking.

I did point out at the hearing that the Senator chaired that we
could reweight the existing index with data from the existing ex-
penditure survey. Such an index would have a much higher level of
error than we would like, and it is our view that the result would
be a kind of hybrid index. We could produce this hybrid index with
very little cost-but if that were done, it should, in our view, be
coupled with some expansion of survey work and some research to
get a better handle on these other issues, so that eventually we
could produce an index that would be as accurate as the current
indexes that we have.

Senator SARBANES. All right. Now on the substantive question of
whether a separate special index for older Americans would give
them more of a cost-of-living adjustment or less of a cost-of-living
adjustment than the current index, which is a general one for
everybody-

Senator MELCHER. Would you yield on that point? That's a signif-
icant point. The current index does not include any older Ameri-
cans, any retirees. It's only urban-I don't know whether I should
use white collar and blue collar, but in general, it's urban people
working for a living, not retirees.

Mrs. NORWOOD. That's the CPI-W, not the CPI-U.
Senator MELCHER. That does not have any of the retirees in it.
Senator SARBANES. Does the CPI-U differ from the CPI-W in any

significant way?
Mrs. NORWOOD. Yes. The CPI-U represents all urban consumers,

including the retired. The CPI-W represents less than half of the
urban population and represents only those families where more
than half of the income comes from a wage earner or clerical
worker.

Senator SARBANES. And is there a significant difference in what
those two indexes reflect?

Mrs. NORWOOD. There are some significant differences in the
weights, the expenditure weights, the relative importance. There is
not a great deal of difference in the movement of those two, but
there are occasionally some differences that do come in one or an-
other of the two indexes. They are small.

Senator SARBANES. But in any event, I take it on the question of
whether it would show more or less, you just don't know the
answer to it?

Mrs. NORWOOD. That's right.
Senator SARBANES. You wouldn't know that answer unless you

actually did the study, is that correct?
Mrs. NORWOOD. That's correct.
Senator SARBANES. Now third, because I just want to make sure,

you or your staff had no contact with the conferees, is that correct?
Mrs. NORWOOD. We have not. I'm sure the Department of Labor

Congressional Affairs staff has and I know that the Bureau of
Labor Statistics' position, which I suppose was carried out or com-
municated by the Department of Labor Congressional Affairs staff,
was that the provision which required us to do this within existing
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resources, I believe was the way it was phrased, was really unac-
ceptable.

Senator SARBANES. If you were provided with the resources and
the policy direction to do it, you would do it, of course, would you
not?

Mrs. NORWOOD. Certainly, of course. We'd do it to the best of our
ability.

Senator SARBANES. And in fact, would see some argument for
doing it, I take it, in order to address the question that keeps
coming up as to whether the consumer price adjustment is treating
older people fairly.

Mrs. NORWOOD. I think that one of the witnesses that the Sena-
tor had at that hearing expressed it extremely well. That was
Arthur Fleming, who said there is a serious credibility question.
The indexes might be the same, but if people knew that it reflected
older Americans, they would believe it. And now they are unsure
whether there may be some differences.

The reason that we don't know whether there would be differ-
ences is because when you look at the various components of the
CPI and you look at those which have higher weight and which
also have higher rates of price increase, you need to balance those
by others which would have a lower weight in an index for older
Americans and which also may have a higher price change.

So there may be some balancing here and we don't really know
exactly how much.

The thing that concerns me is that if we produce some kind of
hybird index, and people didn't like the result, whatever that
result might be, then they would begin to raise the question of how
accurate that index was and compare it to the other indexes.

Senator SARBANES. Well, that index would lack credibility, too. If
you're going to do it, you need to produce an index that has credi-
bility and is going to answer the question, do you not?

Mrs. NORWOOD. Yes, sir. That's our feeling.
Senator SARBANES. But if a judgment were made that we ought

to address this credibility question and the resources were provided
to the Bureau with which to do it, you would be happy to under-
take that task, I take it?

Mrs. NORWOOD. We are a service agency and we are prepared to
do whatever the Congress requests that we do.

I would like to make one point, however, and that is that to
expand the survey work for consumer expenditures and the stores
to which people go, we estimate that we might have to go visit as
many as eight households in order to get one that would fit into
this group. That's very expensive.

One way to shortcut that, both in time and in cost, would be if
we could sample the names and addresses of the Social Security
files. We are not able to do that. But that would be a very good
shortcut, an efficiency approach, to getting at the population that
we would want to measure. So that ought to be taken into consider-
ation.

Senator SARBANES. Congressman McMillan.
Representative McMILLAN. Thank you, Mr. Chairman.
One of the things that would strike me that would present an ag-

gravating problem would be that if you start trying to differentiate
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in the Consumer Price Index as applied to entitlements, a possi-
ble-maybe a probable-result is that index might be below the av-
erage so that there would be times at which the Consumer Price
Index for retirees might be below the average CPI-W or the CPI-U
and I can imagine the reaction that would occur if that then were
applied to programs. And some of the factors that you consider
where we've seen wide swings in price levels over the past several
years could possibly have produced that in such an index within
the past several years.

The other thing that troubles me-I came out of at one point in
my life the retail food industry and we know how the then statis-
tics were determined that covered food prices and yet in the mar-
ketplace you had constantly shifting patterns of consumption. You
had the shift from base commodities to packaged products which
built a price factor in real terms into the consumer's pocketbook
that weren't necessarily reflected in the statistics, or you had a
shift from the consumption of beef to poultry, which people do for
health reasons or perhaps for price reasons. These things don't get
reflected either.

To what degree would such an index attempt to react to those
changes in behavior?

Mrs. NORWOOD. The Consumer Price Index is basically a base
weighted index in which we try to isolate price change and it does
not, except in a revision, take account of the kinds of switches that
you were talking about.

We do have methods of trying to adjust the specific items that
we select to take account of that and we do revise the item sample
and the outlet sample without changing the weight at the higher
levels of aggregation on a 5-year cycle. So one-fifth of the cities in
the index are revised each year.

It's interesting to note that during the 1970's this was a major
issue and I testified many times before the Congress. It was a
major issue because there was the view that because gasoline
prices were so high after the oil embargoes that Social Security es-
calation might be higher than it really needed to be because the
CPI had a relatively high weight for gasoline purchases which
older Americans purchased less of than the average of the popula-
tion.

Now, because of the concern for medical care, which Senator
Melcher quite properly referred to, there is concern on the other
side.

But that's why one has to look at this in terms of the total im-
portance of each of the items in a family's budget. And I believe
strongly that-you know, we go out and we price pants, for exam-
ple, in the clothing component of the CPI, but we also have in that,
because the general population purchases them, designer jeans. I
don't know what the proportion of designer jeans that an older
family would purchase. I doubt that it would be the same as for the
population as a whole.

I know that my 89-year-old mother-in-law used to shop by pick-
ing up the telephone and calling the store across the street, which
was a fairly high-priced store. They delivered. There were services
provided because she couldn't get out to the supermarket six or
eight blocks away.
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Those are the kinds of things that we do not now take account of
that we would really have to look at if we were to produce an accu-
rate CPI. That would take some time. That would take some con-
siderable research and experimentation.

As I've said, there are reweightings that could be done. They
have been done. There have been a dozen studies on this subject
thus far. But reweighting does not usually make a great deal of dif-
ference. It's the prices that move an index and where you get the
prices and what items you select to price. And those are the things
that we would really want to look at.

Representative MCMILLAN. Thank you.
Senator SARBANES. Well, thank you very much, Commissioner.

We appreciate your appearance this morning and your testimony
and we look forward to seeing you again next month.

Mrs. NORWOOD. Thank you very much.
[Whereupon, at 10:25 a.m., the committee adjourned, subject to

the call of the Chair.]



EMPLOYMENT-UNEMPLOYMENT

FRIDAY, AUGUST 7, 1987

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, DC.
The committee met, pursuant to notice, at 9:30 a.m., in room SD-

628, Dirksen Senate Office Building, Hon. Paul S. Sarbanes (chair-
man of the committee) presiding.

Present: Senators Sarbanes and Melcher, and Representatives
Hawkins and McMillan.

Also present: William Buechner, professional staff member.

OPENING STATEMENT OF SENATOR SARBANES, CHAIRMAN
Senator SARBANES. The committee will come to order. We're very

pleased this morning to again welcome back before the committee
Janet Norwood, the Commissioner of the Bureau of Labor Statis-
tics, recently reappointed and confirmed to another 4-year term.

And the Commissioner will, as is our practice, bring before the
committee her regular monthly examination of the employment
and unemployment situation in the United States.

Commissioner Norwood, we're pleased to welcome you and your
colleagues before the committee again; and we would be happy to
hear from you.

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
Mrs. NORWOOD. Thank you very much, Mr. Chairman. As usual,

I have with me Kenneth Dalton, our price expert, and Tom Plewes,
our employment-unemployment expert.

As always, we are very pleased to be here to try to offer a few
comments on our press release this morning.

Employment rose in July, and the labor force increased. The
total and the civilian unemployment rates-at 5.9 and 6 percent-
each sustained the downward trend of recent months. Both rates
have dropped by a full percentage point over the last year.

Total civilian employment, as measured by the household survey,
rose by 470,000 in July. Payroll employment, as measured by the
business survey, rose by about 300,000. In July, industrial activity

(43)
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is usually curtailed and payroll employment declines. This year,
those job reductions were much less than usual.

After seasonal adjustment, the manufacturing industry gained
70,000 jobs. This increase occurred despite a decline of nearly
40,000 in automobile manufacturing, which we understand resulted
primarily from temporary layoffs related to model changeover and
inventory reduction.

The BLS diffusion index, which reflects the dispersion of job
growth primarily in manufacturing, rose to 66 percent, a very high
level. This improvement occurred even as the factory workweek
was maintained at the unusually high level of 41 hours.

This is good news. But, as we have discussed before, we need
more than a single month's data to establish a new trend. Over the
past year, factory employment has grown by 150,000, but nearly
half of that increase occurred in July. Indeed, manufacturing has
still only recouped about one-half of the jobs lost during the 1981-
82 recession.

Elsewhere in the goods-producing sector, jobs in the oil and gas
extraction industry continued to increase. Employment in this in-
dustry has risen slowly but steadily for sometime now, as changes
have occurred in the international market for oil and as the price
for oil continues to move upward.

The number of jobs in construction held steady from June to
July; in fact, construction employment has changed very little over
the last 6 months.

As has been the case each month for several years now, employ-
ment in the service sector continued upward in July. The number
of jobs in the services industry itself rose by 80,000 from June to
July-about the average monthly increase we've seen in this indus-
try for sometime now.

Employment in retail trade rose by 60,000, following sluggish
performance in May and June. The finance, insurance, and real
estate industry continued to gain jobs, but recent increases have
been smaller than those of the past few years.

The civilian jobless rate, although little changed in July, has
shown marked improvement in recent months. The rate has
dropped by seven-tenths of a point in only 5 months. Both adult
men and adult women have participated in this improvement. At
5.4 percent, their rates are about half a percentage point lower
than they were earlier in the year.

Teenagers, like adults, have also experienced a recent reduction
in joblessness; their unemployment rate fell from about 18 percent
earlier in the year to July's 15.5 percent.

The jobless rate for Hispanics has improved even faster than
those for blacks and for whites.

One problem area in the data for July is that the number of
workers employed part time for economic reasons rose by 325,000
to 5.5 million. This series, which had been trending downward in
recent months, often fluctuates from one month to the next.

Thus, we really need additional months of data to determine the
significance of the July change. The jobless measure with special
adjustments for both voluntary and economic part-time labor
market experience-that is, U-6 published in our press release-
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was 8.3 percent in July, still high, but down a full percentage point
from last year.

Changes in the labor force and employment in May, June, and
July are usually large and often are quite volatile.

This year's data certainly fit that description. For example, a
seasonally adjusted civilian labor force decline of nearly half a mil-
lion in June was offset by an almost-as-large increase in July.

Such movements often occur because the survey week, which in-
cludes the 12th of the month, can start as early as the 6th or as
late as the 12th.

Particularly in the summer months when schools close, this
timing can have a critical effect on the size of the labor force and
employment estimates.

For example, after seasonal adjustment, employment changed
little in June and rose by 470,000 in July. The important thing to
note, however, is that employment is up by 900,000 since April.

In summary, July's labor market developments were positive.
The unemployment rate has improved over the last several
months, and strong and widespread employment growth occurred
in July.

Mr. Chairman, I'd like to make just a short comment about our
productivity data for the second quarter which was released this
week.

For the business economy, productivity increased at a much
higher rate than in the first quarter-1.3 percent annual rate
versus 0.5 percent. While encouraging, the productivity increase in
the second quarter reflected gains in output and hours that were
smaller than those of the first quarter.

For the year as a whole, only a 0.3 percent productivity gain took
place.

Manufacturing continued to do very well, increasing at a rate of
3.3 percent, after a 3-percent gain in the first quarter. For the year
as a whole, the increase was 2.8 percent.

This manufacturing experience is very encouraging, because
these recent gains are similar to those before the productivity
growth slowdown which started in the early 1970's.

The BLS productivity series released this week incorporate the
recently revised GNP data. These revisions affected the productivi-
ty measures for the last 3 years. The revisions were substantial;
with the new GNP data productivity growth is stronger than had
previously been reported.

From 1983 through 1986, productivity grew at an annual rate of
2.1 percent for the business economy, in contrast to the previously
reported rate 1.3 percent.

One benefit of this more rapid productivity growth is the effect
on unit labor costs. Since hourly compensation has risen more
slowly than in past recoveries, increasing productivity has contrib-
uted to very slow growth in unit labor costs.

In manufacturing, where productivity gains have been most
rapid, unit labor costs have actually declined.

As we know, many of our trading partners have been experienc-
ing rising unit labor costs during recent years. When the strong ap-
preciation of the yen and European currencies are taken into ac-
count, manufacturing unit labor costs rose over 40 percent in
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Japan between 1985 and 1986 and about 20 to 40 percent in Euro-pean countries.
Now, there's additional information corroborating these data onlabor cost trends which comes from the recent BLS release on theEmployment Cost Index (ECI). Compensation, which includes bene-fits as well as wages and salaries, in the ECI rose 3.3 percent in theyear ending June 1987, compared with a 4-percent gain a year ago.The 3-percent wage and salary gain for private industry workerswas the lowest over-the-year pay gain recorded in the ECI's 11-yearhistory.
Mr. Chairman, we would now be very happy to answer any ques-

tions.
Senator SARBANES. Thank you very much, Commissioner, foryour usual thorough and comprehensive statement.
[The table attached to Mrs. Norwood's statement, together withthe Employment Situation press release, follows:]



Unemployment rates of all civilian workers by alternative seasonal adjustment methods

I I X-11 ARIMA method IX-l1 method I
Month |Unad- I Iconcurrentl I I I I 12-month I (official IRange

and IjustedlOfficial |(as first IConcurrent|StablelTotal lResidUal Iextrapola-| method |(cols.
vear I rate lprocedurelcomputed) |(revised) I I I I tion Ibefore 1980)1 2-9)

I (1)f1 (2) 1 (3) 1 (4) I(5) 1(6) (7) (8)1 (9) 1(ll)

1986 I I I I I I I I I I

July ....... I l7.0 17.0 I 7.0 I 7.0 17.0 16.91 7.0 I 6.9 I 7.0 1.1
August......| 6.7 16.8 | 6.8 | 6.8 |6.8 6.9 7.0 | 6.8 I 6.8 |.2
September ... 6.8 17.0 | 7.0 | 7.0 17.0 17.0 7.0 | 7.0 | 7.0 I
October ..... 6.6 6.9 6.9 | 7.0 17.0 16.9 6.9 | 7.0 I 7.0 I.1
November ..... 6.6 16.9 | 6.9 | 6.9 |6.9 16.9 7.0 | 6.9 | 7.0 |.1
December .... | 6.3 | 6.7 | 6.7 | 6.7 | 6.6 | 6.7 | 6.7 | 6.7 I 6.7 .1

1987 I I I I I I I I I

January ..... | 6.3 | 7 6.7 | 6.7 | 6.7 . 6.8 | 6.6 | 6.7 I 6.7 | .2

February 7.2 | 6.7 I 6.7 | 6.6 | 6.6 |6.71 6.5 | 6.7 I 6.7 1.2
March .. 6.9 16.6 6.6 | 6.5 16.6 16.6 6.5 | 6.6 | 6.6 1.1

April ....... 6.2 | 6.3 6.3 6.3 16.4 6.3 6.3 | 6.31 6.3 I.1
May ....... | 6.1 6.3 6| 3 6.3 |6. 6.3 | 6.4 | 6.3 | 6.3 I.1
June ........ 6.3 | 6.1 | 6.1 | 6.1 | 6.1 | 6.1 | 6.1 | 6.1 I 6.1 -

July ....... 16.1 J6.0 I 6.1 I 6.1 16.0 16.01 6.0 I 6.0 I 6.0 1.1

SOURCE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
August 1987
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(I) toadjusted rat. Unemployment rate for all civilian workers, not Seasonally adjusted.

(2) Official procedure (X-il ARIMA method), The published seasonally adjusted rate for
all civilian workers. Each of the 3 major cinilian 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 seasonally adjusted independently using data
from January 1974 forward. The data series for each of these 12 components are extended by
a year at each end of the original series using AMRMA (Auto-Regressie, Integrated, Moving
Average) models chosen specifically for each series. Each extended series is then seasonally
adjusted vith the X-11 portion of the X-1l ARIMA program, The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment model,
"hile the other conyonents *re adjusted with the multiplicative model. The unemployment
rate is computed by summing the 4 seasonally adjusted unemployment 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 begin ing of each year; extrapolated
factors for Join-December are computed in the middle of the year after the June data become
available, Each set of 6-month factors are published on advance, in tie January and Join
issues, respectively, of Eploovnenc and Earnings.

(3) Concurrent (as first commu ed, X-il ARIMA method). The official procedure for
compatat4on of the rate for a11 civillan workers using the 12 components is folloied
except that exnrapolated factors are not used at a11, Each component is seasonally adjusted
vlth the X-1l ARIw.A 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 emample,
the rate for January 1984 would be based, during 1984, on the adjustment of data from
the period January 197) through January 1984.

(4) Concurrent (revised X-il ARI!IA method). The procedure used is identical to (3)
above, and the rate for the current month (the last month displayed) will aIlays be the
same In the tvo columns. Hmoever, all previous months are subject to revision each month
based on the seasonal adjustment of a11 the components with data through the current month.

(5) Stable (X-li ARIMA method). Each of the 12 civilian labor force components is extended
using ARIMA models as in tie officlal procedure and then run through the X-li part
of the program using the stable option. This option assumes that seasonal patterns
are basically constant from year-co-year and computes final seasonal factors as
unweighted averages of all the seasona:-irregular components for each monnh across
the entire span of the period adjusted. As in the official procedure, factors are
exnrapolaced in 6-month intervals and the series are revised at the end of each year.
The procedure for computation of the race from the seasonally adjusted components
is aIso identical to the official procedure.

(6) Total (X-il ARIMA method). This is one aIternativ aggregation procedure, In
which total unemployment and civilian labor force levels re extended with ARIMA models
and directly adjusted with. ultiplicatie aejustment models in the X-li part of he
program. The rate is computed by taking seasonally adjuascd total unemployment as a
percent of seasonally adjusted total civilian labor force. Factors are extrapolaced
in 6-oonth intervals and the series revised at the end of each year.

(T) Residual (X-li ARIMA method). This is another aIternative aggregation method, in
chich total civilian employment and civilian labor force levels are entended using AR1MA
models and then directly adjusted with multiplicative adjustment models. The seasonally
adjusted unemployment level is derived by subtracting seasonally adjusted employaent
from seasonally adjusted labor force. The rate is then computed by taking the derived
unemployment level as a percent of the labor force evel. Factors are extrapolated in
6-month intervals and the series revised at the end of each year.

(8) 12-month emtrapolation (X-ll ARIMA method). This approach is the same as the official
procedure except that the factors re extrapolated In 12-month intervals. The factors for
January-December of the current year are computed at the beginning 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 reflect the same factors.

(9) X-li method (official method before 1980). The method for computation of the official
procedure is ased except that the series are not extended cbh AMIMA nodels and the factors
are projected in 12-month intervals. The standard X-Il program is used to perform the
seasonal adjustment.

Methods of Adjustment: The X-1i 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-il ARIPA Seasonal Adjustmenc Method, by Estela bee Bagum
Statistics Canada Catalogue ho. 12-56hE, February 1980.

The standard X-li method is described in X-11 Variant of the Census Method II Seasonal
Adj.twant Program, by Julius Shiskin, Allan Young and John Mu-grane (Techoical Paper

the Cenaus, 1967).
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THE EMPLOYMENT SITUATION: JULY 1987

Employment rose substantially in July, while unemployment was little
changed, the Bureau of Labor Statistics of the U.S. Department of Labor

reported today. The overall unenployment rate was 5.9 percent, and the
rate for civilian workers was 6.0 percent. Both were a full percentage

point lower than a year earlier, with the improvement particularly strong
since February.

Total civilian employment--as measured by the monthly survey of
households--rose by 470,000 in July. The number of nonagricultural payroll
jobs--as measured by the monthly survey of establishments--was up by
300,000. Over the past year, the two enployment series have advanced by
2.8 and 2.5 million, respectively.

Unemployment (Household Survey Data)

Both the number of unemployed persons, 7.2 million in July, and the
civilian unemployment rate, 6.0 percent, were little changed from June,
after seasonal adjustment. Similarly, jobless rates for adult men and
women (both at 5.4 percent), teenagers (15.5 percent), whites (5.1

percent), blacks (12.6 percent), and Hispanics (7.9 percent) all showed
little change between June and July. Over the past year, however,
unemployment rates dropped considerably for all these worker groups. (See
tables A-2 and A-3.)

The number of persons jobless for 15 weeks or more fell by about
150,000 in July to 1.9 million, the lowest level since June 1980. The
average (mean) duration of unemployment fell from 14.8 weeks in June to
14.0 weeks in July. (See table A-7.)

Civilian Employment and the Labor Force (Household Survey Data)

Civilian enploynent rose by 470,000 in July to 112.7 million on a
seasonally adjusted basis. Over the year, enployment increased by 2.8
million, with adult women accounting for 1.4 million of the gain, adult na

for 1.2 nillion, and teenagers for 200,000. (See table A-2.)

The civilian labor force increased by ahout 435,000 in July, after
seasonal adjustnent, following a drop of sinilar nagnitude in the previous
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month. Prior to seasonal adjustment, very large labor force increases
typically occur in the April-to-July period, as young people leave school
and enter the summer job market. This often results in uneven

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

I Quarterly I Monthly data I
I averages I I

Category l I iJun.-
1 1987 1 1987 IJuly
l I I I Ichange

HOUSEHOLDDATAI I I II I May I June I July I
HOUSEHOLD DATA|

Labor force-I/ .........
Total employment 1/..

Civilian labor force...
Civilian employment..
Unemployment .........

Not in labor force .....
Discouraged workers..

Unemployment rates:
All workers 1/ .......
All civilian workers.|
Adult men..........
Adult women.......I
Teenagers ...
White ........
Black ..............
Hispanic origin....

ESTABLISHMENT DATA |

Nonfarm employment .
Goods-producing ......
Service-producing....

Average weekly hours:
Total private........
Manufacturing........
Overtime............

Thousanda of -eranna
120,9431 121,3411 121,0191 121,2351 121,6721 437
112,9951 113,9061 114,1731 113,9751 114,4471 472

1 119,2021 119,6151 119,9931 119,5171 119,9521 435
1 111,2541 112,1801 112,4471 112,2571 112,7271 470
I 7,9481 7,4351 7,5461 7,2601 7,2241 -36
1 62,8001 62,912! 62,5401 63,1871 62,9331 -254
| 1,1681 1,037! N.A.1 N.A.1 N.A.1 N.A.

iI lI I
Percent of labor force

I 6.61 6.11 6.21 6.01 5.91 -0.1
I 6.71 6.21 6.31 6.11 6.01 -.1
I 5.91 s.51 5.51 5.51 5.41 -.1

5.81 5.41 5.41 5.21 5.41 .2
I 17.91 17.01 17.71 15.91 15.51 -.4

5.71 5.31 5.31 5.21 5.11 -.1
14.21 13.21 13.81 12.71 12.61 -.1
9.71 8.81 8.71 8.5I 7.91 -.6

i _ _ _ I I I

Thousands of jobs
1U1,1i1 plUl,/U6J 101,

7
081plOl,8111p102,1151

24,7331 p24,7621 24,7521 p24,7751 p24,8491
76,3991 p76,9441 76,9561 p77,0361 p77,266!

I I I I1 I

p304
p7 4

p230

Hours of work
I I I

34.81 p34.8! 34.9! p34.81 p34.71 p-O.1
41.01 p40.91 41.01 p41.01 p41.01 pO

3.61 p3.71 3.81 p3.71 p3.81 p.1
I I I ___ ~II

1/ Includes the resident Armed Forces.
p=preliminary.

N.A.=not available.
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month-to-month changes in the labor force, even after seasonal adjustment.
During this year's summer expansion period, the labor force was up about
600,000 after seasonal adjustment. (See table A-2.)

Industry Payroll Employment (Establishment Survey Data)

Total nonagricultural employment rose by about 300,000 in July to
102.1 million, after seasonal adjustment. This increase followed 2 months
of slow job growth in business establishments. While the service-producing
sector accounted for most of the over-the-month employment increase, as it
usually does, job gains were also widespread in manufacturing industries,
after seasonal adjustment. (See table B-1.)

In the goods-producing sector, manufacturing employment rose by
70,000, to 19.1 million in July. This gain occurred despite an employment
decline of 40,000 in motor vehicles and equipment, primarily reflecting
model changeover and inventory adjustments. Construction employment was
unchanged in July and has experienced little movement, on a seasonally
adjusted basis, since January. The number of jobs in mining and its oil
and gas extraction component edged up, continuing a recent trend of small
employment gains.

In the service-producing sector, the services industry rose by 80,000
in July, paced by a 35,000 gain in its health services component.
Employment in retail trade advanced by 60,000, following 2 months of little
change. The finance, insurance, and real estate industry continued to
expand, gaining 20,000 jobs in July.

Weekly Hours (Establishment Survey Data)

The average workweek of production or nonsupervisory workers on
private nonagricultural payrolls edged down 0.1 hour in July to 34.7 hours,
seasonally adjusted. Manufacturing hours remained at very high levels.
The workweek was at 41.0 hours for the third month in a row, and factory
overtime edged back up to 3.8 hours. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory
workers on private nonagricultural payrolls increased 0.3 percent to 120.3
(1977-100), seasonally adjusted. Reflecting July's employment gains, the
manufacturing index rose by 0.5 percent to 93.7. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings and average weekly earnings were little
changed on a seasonally adjusted basis in July. Prior to seasonal
adjustment, hourly earnings decreased by 1 cent to $8.91, and weekly
earnings were down 35 cents to $311.85. (See table B-3.)
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The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Index (HEI) was 173.2 (1977-100) in July,
seasonally adjusted, an increase of 0.2 percent from June. For the 12
months ended in July, the increase was 2.4 percent. The HEI excludes the
effects of two types of changes unrelated to underlying wage rate
movements--fluctuations in manufacturing overtime and interindustry
employment shifts. In dollars of constant purchasing power, the HEI
decreased 1.4 percent during the 12-month period ended in June. (See table
B-4.)

The Employment Situation for August 1987 will be released on Friday,
September 4, at 8:30 A.M. (EDT).
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Explanatory Note

This dews release presents statistics from two major surveys.

the Current Population Survey (household sursey) and the

Current Employment Statistics Saursy (establishment survey).

The household survey prouides 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 59.500 households that is conducted by the

Bureau of the Census cith most of the findings analyzed and

published by the Bureau of Labor Statistics t81 si.

The establishment survey provides the information on the

employment, hours, and earnings of workers on

nonagsicuhural payrolls that appears in the B tables. marked

ESTABLISHMENT DATA. This information is collected

from payroll records by BLsin cooperation with State agencies.

The sample includes over 290.000 establishments employing

over 38 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 wek that

contains the 12th day of the month. which is called the survey

week. In the establishment survey, the refrence week is the

pay period including the 12th, hich may or may not cores-

pond directly to the calendar uek.
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 bheteen a

survey of a sample and a census of the entire population. Each

of these factors is esplained below.

Coverege, definitions, and differences

between surveys
The sample households in the household survey are selected

so as to reflect the entire civilian noninstiturional 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 were

on unpaid lease because of illness, bad weather, disputes be-

tween labor and managemnt, or personal reasons. Members

of the Armed Forces stationed in 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 meet all of the following criteria: They had no employ-

ment 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. Persons laid off from their

former jobs and awatting recall and those especting to report

to a j ob ithin 30 days need not be looking for work to be

counted as unemployed.

The ahborfoire equals the sum of the number employed and
the number unemployed. The unemployment rare is the

percentage of unemployed people in the labor force (ctivlian
plus the resident Armed Forces). Table A-5 presents a special

grouping of s.,en measures of unemployment based on vary-

ing definitions of unemployment and the labor force. The

definitions are provided in the table. The most restriciv
definotion yields U- I and the most comprehensive yields U-7.

The oserall unemployment rate is U-5a while U-5b represents

the same measure with a ctvilian labor force base.

Unlike the household sursey. the establishment survey only

counts wage and salary employees whos names appear on the

payroll ecord, of nonaaricultural firms. As a result, there are

many differences between the two surveys, among which are

the following:

The hriuubold vsr 5.athrugh bhad on . asmu anpi. rr nta.
ugeri risrsi of the pouaptul-. hr rabllAhtnt -ruy rtides aaitus-r.
t.h i1psroyrd. onsaid tactilc orkers. Psuair h..oihoid woo d, ad
mmbtr h r titrrdrni Ansrd Forer.

- The hourtholtd -ury isciudr Peope on osi"d a. arm- s trh
roioyrd. hr rhstal.brhrtrs inery doe Sri:

- Thu houohoid runes ,i twd io thos it y16 r or age and sore. the
rr.ab1iivmnr, .unurvs not ormited hiasg:

- The h-iouiutd iururi h.n no dupriiatioo of indiiduuu because rach in-
d-duat i cousd osl, on, is in ah iirhnrrt -unry. rerot.sY wosting at
mort h.. or tot o o ther rs anrms .. stare hai one ",o,1 .o..d he
tanted r lot tach arrea.ar.e

Other differences between the two surveys are described in

Comparing Employment Estimates from Household and

Payroll Surveys. which may be obtained from the BLS upon
request.

Seasonal adjustment
Over the 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, har-

vests, major holidays, and the opening and closing of schools.

For enample, the hbor 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.
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Because these seasonal esents falloa 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 adjasimenis make nonseasonal deselopments, such as
declines in economic activity or increases in the parnicipation
of women in the labor force, easier to spot. To retain io the
schools -ou esample. the large number of people entering the
labor force each June is likcly to obscure any other changes
that hase 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
presious 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-
vides a more useful tool wisth which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and sex Statistics for all
employees, production workers, acerage weekly hours, and
aserage hourly earnings include components based on the
employer s industry. All these siaristics 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 Bts. 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 seasonaliry), and four seasonally
adjusted unemployment components, ihe total for unemploy-
ment is the sum of the four unemployment components, and
the oserall unemplosmeor raie is dericed by dividing the
resulting estimate of total unemployment by the estimate of
the labor force.

The numerical factors used to make the seasonal ad-
jttstments are recalculated regularly. For the household
sort y, the factors are calculated for the January-June period
and again for the July-De-ember period. The January revision
is applied to data that base been published over the previous 5
tears. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year. along
nihb the introduction of new benchmarks which are discussed
at the end of the nest section.

Sampling variability
Statistics based on the household and establishment surseys

are subject to sampling rror. that is. the estimate of the
number of people emplosed and the other estimates drawn
from these sur-cys prohabb differ from the figures that would
be obtained from a complete census, cn if the same question-
naires and procedures were used. In the household survey, the
amount of the differences can be espressed in terms of stand-
ard errors The numerical salue of a standard error depends
upon the ie of the sample, the results of the sursey and other
factors. Hoarser. the numerical salve is alass such that the
chances areapprosimatels 68 our of tO1that an estimatebased
on the sample all differ bh no more than the standard error

from the results of a complete census. The chances are appron-
mately 90 oat 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 approximately the 90-percent
level of confidence-the confidence limits used by BLS in its
analyses-the error for the monthly change in total employ-
ment is on the order of plus or minus 328f000: for total
unemployment it is 220,000: and, for the overall unemploy-
ment rate, it is 0.19 percentage point. These figures do not
mean that the sample results are off by these magnitudes but,
rather, that the chances are approximately 90 out of 100 that
the true level or rate mould not be expected to differ from
the estimates by more than these amounts.

Sampling errors for monihly 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 estimaie 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 .26 percentage point; for
teenagers, it is 1.25 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 hase 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-agatost which month-to-month changes can be
measured The new benchmarks also incorporate changes in
(he classification of industries and allow for the formation of
new establishments.

Additional statistics and other information
In order to provide a broad view of the Nation's employ-

ment siluation, Hts regularly publishes a wide variety of data
in this news release. More comprebensise statistics are contain-
ed in Employment and Earnings. published each month by
BLS It is available for$8 50per issue or522.00per 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 prosides approsimarions 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 Esplanators Notes. Measures of the reliability of the
data drawn from the establishment sorsey and the actual
amounts of revision due to benchmark adjustments are pro-
sided in tables M. 0, P. and Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A.I. Employment status of the population. Including Armed Forces In the Unitd States, by sex
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HOUSEHOLD DATA
Table AtZ Employment status Of tht ciiMian population by cx and ap
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Table A.3 Employm et ss'tt- of the cMiin population by m", an. age, and Hispanic fol.
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Tabl A.4. Seleed mployment tndloelm
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Table A-IL Selected unemployment Indlcatomn, seltonally adjusted
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Table A-8. Reason for unemployment
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Tabi. A10. Emplioytmnt status of black and other workers
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Table A-13. E.ployment status of the cNillan population for eleven large States
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Table B1. Employ..s on nonagrlcultumrl payroll. by Industry

0I7. - _1

Tot1l ,d.6*. ...

M~b .... .. .. ......... .... ......... ..... ............. ........
o . . . . ..no..a. ...l.c l. ...

2.47,592b |7 00p2*7

62375. 4.....*......9.....22.
Beola st 77264* ,2 basircsg 20 224

Mac2'7576 doo021 |752

9022256. oo |5

Foodf *2l061,20762007246|

428.7.c1 5 4279729*222*0.. 7...62 .

F69 970y *122 i981 222032
P7729and I pu 2422*7,2 lc 7 bI4f6SC~

07677c52s 578*2226427*3422

....walo sl F l........................I

7757680X os227fd*22*229

Fooo62 goosl~ZP2UI
So2o~c92bas 2clun

F~w,,oo. 22,4,9655. 97. .........0

F rlu c C I 16 C .................... ... ...

..ol. ..................................

.11u1.lln d p~I. ...... l ......

Df ,.- . . .........

ElilooP ~ ....min 'C

FlnIhFI ..h h .. ............

zamen. ... ............. ...

5 1 . .. ................

. . .. . .. . . .. . . .. .. .

99,440

93,629

74,864

85 227
, I368,6

2 1742

7 1 25,

,22.,
I1 48.2

,595

I I400,4

0,2 041

1,17 9s

2,63.95.41 70 11

1,36558
9.06B:

8764.7
7,|454.2
I 2.027

It304.574

5 22:
3,02
3.222

B9,76'

2.36'

28,94:

2,966,7
6,072.7

23.20
I4,932.
6,597.1

|922

_ *y ___ J*2y
21887 2397 198'

010,210 .02,696 1012,32

84,017 85.591 85,655

2,1760 25110Z 25,019

132 170 041
2 *12.12 .420.0 429.7

7 5046 5,210 53230
6,268.0 1,311.9 2,342.5

2 8,885 2323 12 9,010
212,920 122063 122925

11,184 22,2517 22,20
7,1425 0,485 7,363

73, 5 754.2 162.3
506.4 509.2 505.

2 589.0 585.7 592.6
7 48.0 753.8 740.6
2764. 211.8 2106.

,4I20.2 2.409.8 2,610.1
12,026.9 2,058.3 2,028.6

0,083.2 2,088.8 20 014.
2,014.6 2 020, 2,96.7

0 826.0 952.8 094.8
I 692.5 679.2 69550
* 366.6 310.2 560.7

* 7,90 17,95 1,971
* 5,502 5,50 5.563

I I.593,6 2.638,0 2.683,2
* 537.6 50.7 53 .8
* 726.4 7303. 023.2

2 11,0.4 12,20.1 2,088.3
* 675.0 693.3 678.0
2,6*93.0 2,499.6 2.699,0

i 2,0269.5 2,I033. 2,0 32.6

1 920,3 823.0 806.6

1 .380 711394 78,53

2] 5.349 3,392 3,52
6 3,129 3,131 ,1123
1 2,220 2,233 2,233

3,7 68 5,809 3,828
20 36 02 3,222 7.429

2,367 , 381 2 390

2 8,203 28,363 29,332
2,32 8.0 2,t333, 2,350,9
2 0,96.4 2,960.5 2.973,7

2,I983. 2,003.0 2,006,0
2 6,099.5 6, 279, 6.133,

8 6,515 6,62 8 6.700
18 3269 3.310 3,321

3 9 2,035 2,023 2,036
9:1 2.20 23103 12302

)2 24.1222 24.267 24.330
2 5,060,6 3 ,25.3 3, 237,
.8 6,82,4 6,879.5 6,928.7

2 71,362 2721023 26217
9 2,960 2,973 2 984
3 4,2002 3,80 3.738
0210.613 10.301 9,55,

ESTABLISHMENT DATA

4_271

2888[

2 .237

7 01

.6

* 92
21 23

11 .97 3

12.0043

041

5.471

2.-

1: 7 3

2,629

2,031

2,58

2 .020.

04I2 :,I95.75.1SA 3

5.395

5,887

23,20

4.7991

3,882I
92 370

202 .329
1 I 3-

2 .I 01 2982,352

24 149

I: 12

5,032

2.92129,89

7,399

7.92

71 916

5,26

2I 'I 'I1

12 .635

727
2. 0203

3 8 s

16 3 6

2 14852,0271 7B5

:I 5I
1 12

I148

8 5,80

3.353
3, 22
22 222

5,7 66

2,369

1:1 1 6B
2.387

2 .973

3 964

3,256
2,022
2,249

23.942

16,77

2 .322
I 3,930
1 60 25

202 .398 202 108

84,360 94,477

24,756 04,750

129 4.398

I Z123 I 6

2,07 2,26
22939 I2 2,2

7.426 0,409

386 5841

219 212,022 2,022

7, 1 9 743

I9 I 263
2,34 2,27

1 85361 956

4702 677

2,43 2,597 .

264 2 622
809 809
249 150

76,935 76,956

5.349 3.344
7,224 3,1200
2.224 2,224

3.772 7, 77
3 ,397 3.402
2,375 2,314

i 7 7,1203
2,385 2.357
0,2973 2,376
2 I,908 2 ,908
5.962 5 176

4,36 4, 6576

2, 032 2 0311
2,I254 2,263

!23,926 24,025
) 5,044 3,080

6.800 6.822

27,1038 27,052
! 2,932 2,903

3.3 3 ,40
3 ,262 202 49

20.21 27222

6790

12 9 2 , 2 2

2,43 I2,424

2- Z1 65 ..

2.02 1 B 79

I oo I 009

I I66 1 26'

7,89 7. 9 049

71,7441 17,7

w 2,69 7 i2,*

,,6 3,,,

581 562

2,499 2,90

2,0251 2,405

70 .oo~j7,6

72 11 3 1

, 891.1o .90s

5.16I1 5 B 56

3,229 70 1 6

2.2227 2,224l

7,08 5,73

2,7861 1,426

2,96 2,868

2,982 2,99

5,382I 0,386

.3 6,691 3124

2.311 2,042

2,26396 2,206

i 24.602 24,233

i 5,0851 5,272

2.9361 2,937

20,2693 27,229

P. 27Pn2--72*.



65

ESTABLISHMENT DATA ESTABLISHMENTf DATA

Table 81-2. Average weekty howe at pmoductlin or omesupenleory workers' oni prilvte ncisagrlcuturgl payrolls by bidusby

2984 1987 1987 297 1986 1 288 M9I 1981 I'll l l 98

T-721. . .................. - ,1.. 35. 3- 34.8 [ 7 369 3.8. I 7

.5760 ........................ 42.4 2 .4 *. 42.7 (2) (222 22 20 2

............ . .............. 16.2 385 38.1 33.5 22 20 (21 (22 (2) 21.

e58 .60........... ..... .2 40.9 11 6. 06 6. 06 6. 10 4.
O.970.8.8. .................. 3.3 3.6 3. 34 . 3. 35 3. 3. 3.

#
1

8g............ . 4::: 0. 2 1.5 47: *1.0 47I .1 '2. .I 414O *.50 4.4

0-747*.o ..... ... a...... 602.6 42.8 424 406 4.1 4. 41.9 423 142.1 42.
P77,70.9417071-W. ............ . 4I1. 43. 632 40.9l 424 6.6 62.3 43. 43. 43.3'

F.707.070787872080403 . 4~~~~~~0.5 41.4 41.7 40.9 4.1. I 44. 61.2 4. 15 *.
84.0....... .......4042407.7 40.0 40.3 42.7 41.3 402.0 411.8 42.2 *1.2 40.4

T7458087.8 ............... 4::::: 10.5 4.2.2 411.9 61.14 62. 60.3 4' 1. 42.2 41.9 41.8
a42457783774IS200.3*2p70........ *1.7 42. 11 2.2 4. 29 6. 41. 420 20.

2fl8274707877198727822780 11404018 . 40.1 61. 41 .6 4. 07 4. 1 .0 47.5 42 4 4.
..................... 38. 8 35.2 35.6 38.8 (1) (2) 22 22) 02) 22)

0870.78..................3.3 3.5 3.6 3:.4 I 3. I3. "3. 37 3. 3.

7042877dk7770ndp040*1l . 33.9~~~1 40.2, 40.0 39. 399 40. 39. 40.1 40.2 39.9

7178r41114.47.40..4.9 42..4.9 420.4.2 424 2.0 42.0 4.8a
A..78*747h2817.p7304.38:::.30 3 '37. 2 31237. 34.9' I' 34. 437.0 34. 37.2 37.2 32.02
P.0.874.17.0140.40.9........43..... 43.3.3" 42. 43.0 43.0 *30 6.3 4. 3.0

307242770827207*411802778 . 37.7 37.7 30.~~~~~~7 37 .2 38 .0 37.9 30.7 30.9 39. 38.
C0877774*282172877182p1424418 . 61.4 40.2 42.2 40.1 ~~~~~41. 620 42.2 42.2 42.0 40.4

787742.*7787006487 1100.142 . 63.9~ ~ 4~3.9 1~3.6 44.3 43.7I 44.):1 43.9 44.3 *3.4 44.
8*4o2m24 O*.22002,8 40. 62.' 4.8 0. 222 22 22 202 20) I1I

L2*2h2072010100007461.5.......... 7.0 l 3.4 39 .3 38.3 222 222 22 0I2 2

T-W.5.8P8*884.35...-"- "1.4 39 .0 89.3 39.3 39.2 39.0 39.0 39.2 39.0 39.2

. ..... ...... .. ... 38.3 38 .3 58.4 38 .0 38 .3 38.2 38. -38.3 3.0 39.0

.88 2.. .................. 9.9 29.3 09.4 38.0 28. 29.3 029.5 29.4 29.0 29 .3

F~.-.88. ..............088 8 . 6 .3 34.3 34.4 34.0 222 122 202 222 222 222

........... 8............... 3 2.8 3 2.4 3 2.6 32.0 32 .5 3 2.5 32.4 32.5 3 2. 5 32 .4

D- 8*~124700740 I l*4 4*i4c,44 3 0 *clW'74808200 .208280 220*382,8888 - 1n~92
In402 oo0,so.*02no60,8 59527882748 mp0k 87922282 7.1.074.*20 508 050082282.900 ae

T343-8 .g 0222 pp-72*23 .0-2*28.2784. 78.*000*58431*72p 0248. 48882288 .24.2020882062771



66

ESTABLISHMENT DATA ESTABLISHMENT DATA

Table B13. Averae. hourly *nd weekly anming. of productlon Or nonsupenlsory workere' on private nonaricultural
payrollb by Industry

bT *^1s h~~y J~~os Joly July HA.- A- u0 --Iel

2186 1983 2827 3983 C 2986 987 1983 1983 D

Ttlp in .. . . . . . ................. 83
S-,0,.0-&n784 . 8.34 8.83 8.8* 8.86 303.38 312.36 .11.3. 310.93

................................................................ 2.4 2.42 12.44 12.3 1 . 526.61 527. 6 26. 2

. ..8 ..................................................... 3 12.34 32.60 12.62 I2.39 432.39 485.20 483.83 484.3

M.4986 ....... ...................................................... 3. 8..8 9 .88 4.88 391.5 403.68 406.33 433. 3

s_ 30.29 3.43 2.3 30.3...............................4 104.3 31.63 434.83 424 .8
. * . .9 83 . . 232 434 48..4.................. 6. ..4 8.4 233.26 343. 343.32 841.33
F..3033,m.0dl3lun. ........................ ................. 7.45 3.2 7.66 3.30 290.33 332.38 306.40 302.03
51on03el433ndB~asspeducla ..4187.25223a888804423.. . .. . .................................... 1310.3$ 33.26 33.23 23.2 4286.34 438.23 433.30 433.30

Yr2m.3.1 u .... ......33 . 33.8..3 17.86 32.83 32.33 488.33 3.28 323.23 336.29
$32.0clhrnoou..33c26 2I30 8mIc0 . . . 2.8............................. 3 23.8 2 s3.82 22.82 332 .36 398.82 6424.88 623 .93

F.07 2n7 3 8.86 8.91 23.03 4.9................. I8 399.33 422.36 437 .22 408.39
UlI8 2 2339 337 3.7 2. 3322 4 .. 4........... IO.40 433.3 . 8.847
EW3.- 0a7 . .320370-0.u 033 . .... 98.6 8.83 8.84 8.87 382.47 389.20 404.42 388.73
07.n.009.3303 3 . ..............n .3.7.2.3 229.2.2 32.0.4...................3..... 12.73 I2.8 1 3 2.33 :830 527 540.93 326.8

U434348032182470294I083833 2.............................. 3.33 23.42 33.33 33.33 333.86 372 .68 368.33 348.22
lo7.lum333n3nl3l3w432832 .... . 9......... 8 1.48 9.70 383.25 349.23 423.33 396.33
M380213.0.0.fl3.3. 7.33......................... _ 7.51 7.72 7.73 7.33 293.72 302.62 304.53 300 .70

840eurobgrood .3...... 8.33. ..... .8.002..3 8.22 9.24 333.30 366.33 367.34 366.40
80628326372322834240 8.76 8.6 .9 . 3.2 ...................................... 3. 6 :-'I B90 .9 I' 3I ' 3 0 33y.70 333.33
T06 ......................... 3ww..... 11.13 14.53 13.52 14.735 I9.37 I 33.03 622.35 323.63
T..",. : 1 2 ... 4............... . . . . . .......... 276 . 2 9.42
*Aw3nl 883'3h 3.79l l 3.89. .3.93. .3.8.................8. 230.18 219.11 222.38 2I6.97

0 . . .............................. 33 240 22.42 33.3 486.06 483.62 490.48 83.78
107337272034318332 8.88............................ 3.38 30.391.6 20.23 376.23 382.20 383.03 383.28
Ch 22.03 22.32 2.27 2.33 32.2 38.2................ 1 3 .3 3 312884
187702*27387264038300l33l 3.............................. 4.36 22.30 34.42 22.33 623.42 427.43 428.28 643.68
8336.3823,30332l2034o-3..730203004032.8.............................. 678 8.84 8.86 8.83 334.73 366.86 373.33 366.06
Co 7 l313 ..............0...... ........ 3. . . . ...... :3I.0 3 2 38.38 220.23

37..0r0.p 82I- -1 p ............ _..................... 1 61 II II93.67 31.93 32.83 22.99 439.8 60 6.05 469.64 671 .21

I7 0 8 . ...... ..... ................. ....................... 9.30 9.3 7 9 .56 8.57 358.03 366.53 367.10 365.57

8 3.88 .06 .07 607 38.80 78.4..................4I378...............2..0... 5.98 - 9 6.07 6.07 17 .80 I'sX 119.67 1362.10

Fr460 _ .o . . . . . . ..................... . ...... ..30 .72 a.65 a.63 3.1 I9 31 6.85 31 .86 3I0.68

.......... ........ .... I............. ... 8.04 8.38 8.35 8.34 263.71 271 .51 272.23 272.72

I 7 0 0 7 6 3 8 , 3 8b6 . 8.2 e8. 0 3 8 3 3 0 6 7 .

Table B-4. Hourly Earnings index for productlon or nonaupervisory workerse on private nonagriculturel payroll. by Industry

38477.3_ __ _ _ _ _ __ _ _ _ _ _

3886 3987 39870 39878 39884 3886 3887 3987 2887 38878 38878. 3987.

MMul ----m ly~

"Y 1 7' I'N 7' I3431 3421

2987 3887

to pWll2d2m ., . . 3168.6 3.. 172.3 372.6 272.3 2.4 68.31 172 . 2 172. 3 172. 3172.8 273.2 0.2
C08 .2 .2 8 4.3 83.8 8.0. 323 93.3 84.4 84.2 84.0 83.0 8 .4. (33

C336ig 382.4 303.6 382.12 383.8 -.3 (4) (4) (4 3 (4) 343 (43

G l n e 150.9 IN4.c 154.~~~~~~~~2 512. 2. 151.' 1153.) 1('7 1-1 15. 5. .
Uin,43.08.38 332.6 374.3 374.7 373.3 2.3 172.4 176.3 172.0 374.4 374.8 374.9 .13
T3.328888283.3332* 3 170.0 373.2 373.3 373.2 3.0 172.o 1274.6 175.2 176.2 175.9 176.2 .2
W3304.023.8948 373.6 176.7 376.3 376.3 2.8 343 342 (43 343 343 (43 34
8.9.4 8 237 .3 363J.3 360.2 262.2 I3.7 338.2 239.0 133.8 160.2 260.2 260.9 .4

3823.88.... . ...... 3.. 178.7 387.3 286.3 336.3 4. 343 343 34) 343 343 343 343
8836 3....72.6 2 I79.3 379.2 379.0 3.3 376.3 3389.3 379.4 38 278.8 38 .3 ... 3 .4

(2) 33.o.0o3.4.3 3h~ s-.4 803.220 3.3. 320. 3986 04 3u4. 2387. 662 2.6.84.440083..32.42
(3) 33.33..3.3360448 -0.1 88333.4633,8287 3987 04 3.32. 3983. 660 2.68.0.4868.242082
(0 683233.334)..48 38ez 830280. .243 400 .0.840.3l 34834404 28oc .222 32.04 64woen 432 03.40 3832.~ 2o3.0(6c8leo

333822343 3388480424 03.923. 3n7 3on 43.4o0l 82no 88..0. 4206ae 84420.4 88.0422ea 44o.



67

ESTABLISHMENT DATA ESTABLISHMENT DATA
Table B-S. Inde.as of aggregate weekly houm of production or nonsupenitsory workers- on pri.sts, nonagricultural
payrolls by Industry
119-

-q-nW

M6 INI ;.1 0m I, I N.

119.1 110.1 .22.1 122 1 111.3 111.6 119.6 120.2 120.. 120.3

97.9 99., m ., '00.1 ".I 18.1 -O ". 2 -O ",

......................... .2.8 0 2 .2 .3.5 81.6 $3.1 O.. .1.1 83.1 .1.1 .1.1

I 13.5 131.5 III, 110.1 13I.6 � 31.3 M., 133.1

............................. ... ........ 89.8 12.8 9'.. 92.8 " .1 13.1 13, " .1

":I 11 I 11 6 11 I 11:1 11:1:0 'I 'O.......... I'3:1 ... I ' .11:1
fi., ... .. .................... .O., I 0 7 2 109.0 7 .09.0 1.1.2

.. . ....... .6:1' 1 .1 81.9 86.3 86 3
....... .. .. .. " ," :":, N , :, :1 11:1, 11:1, 13:1"M .... ............ 50.7 51.1 I,:; ,,:I 11 17 'O

11,:6

....................... 1�1:2 11 I 100:1, '.:7 "1'1:'O 11 I I'll
7 1 ":O I :O82.. 07.2 .6 .. I7:,3 3 11 11 6 11.1 :1.110 I,:'

11.1 -. 1 1.3.1 10 40'1:3 0,:� 11:1 112 ':OI.., I 0 a,'I"II 2.................. - ..... 75.6 S., 82.3 11.7 81.1 19.9 :6

':7 I, :9 11:'I 1:;1 I": . ... .: 'OI. 16 1 . 10'I 11 6 11I O
T.b. ............. .... 71 6 ;.1:6 1�1:,7 ' 3 :0-�. 11:1 7-

I 2 f:3 :3I'l:! .2
.. ...... ..... ..... ....

P. I.-II-P-C �81':91 9 9 7 91 91:7
........ - 19 :.6 1,19 1.21IT-O '9I-:1 1'300.. 113'�:? 113'�:!

1�:'l 13 :6 91,1 II,' 11,1............................... 85,0 11 �1 ':II " :3.7 81.7 .1
I 0 ... :3

........... :ww::::::�:�:::: 1..I 11:11 11 55 5 17.1 11.1 59 .5 59 .8 61
......... .......... ........ .- 30 .8 1 31.6 1 33 .8 1 3:.: 0 I 3 5 � 3 3 1 .I

10 03 " - 11

T-1-1- .. P.". .. ..... ....................... - 106 .3 108.� 109 .0 .1 107 .: 10:. 5 - 0

.. ........ ..... ... .......... 1�8.5 1. 7 .1 1- 7 118 .3 11 7 .1 11.9 117 . 11

........... : �91.:� : :..: -1 11..3 1

......................... - 3 131.3 111.5

.......... .............. ......... �11.2 IS1.1 M .6 116.5 - .2 - .3 111.2 15�.S

Table B-6. Indexes of diffusion: Percent of Industries In which employment' Increased

lull

3:,l 1.6,: 13 3 1,1:3
':717 ":1'

53 1 1 11 II 1 12 2:1 56 11 13 I
...... 3., I--- 58.6 56,1 18.6 p5..6 p66.2

11 17:1 11 11-1 11:1 11 510 5
":7 11:9 11 I I1 17

W"

' .. 'I, " , i17 1111:1.955 ........ 11.3 11.3 Is
MI �' 'I :I' 1'7' :6' 11.2 11-1 '�:" 1 37 13:0
198, ........ P" 11.1 161.9

1105 ........ .1 .1 " , 11 -613:�, 16.2 15.7 ,:. 19 5 19.5 -6

�19'171:::::::: 63.. 1 I

01 1. 3. M OTE: 1i ..... ... . O-



68

Senator SARBANES. I want to direct some questions to you at the
end of our hearing with you this morning that bear on the hearing
that's to follow.

They deal with the 1990 census and the Office of Management
and Budget's proposal to cut a significant number of questions
from that census.

But before we turn to that, we obviously need to explore the
report you've just given us.

I'll yield to Congressman McMillan to begin the questioning.
Representative MCMILLAN. Thank you, Mr. Chairman. And, wel-

come again, Mrs. Norwood.
Mrs. NORWOOD. Thank you.
Representative McMILLAN. You mentioned in your statement re-

vision of GNP figures that changed significantly, productivity fig-
ures in manufacturing.

Would you be a little bit more explicit in terms of what revisions
were made and what period that covered?

Mrs. NORWOOD. The GNP data have been revised for the last 3
years. And to generate the productivity data, of course, we rely on
the output information that comes from the GNP.

It is my understanding that the largest part of the 3-year revi-
sion was for 1986. A good part of the revision was in personal con-
sumption expenditures, which is probably related in many ways to
the retail sales data and another part was related to the trade
data. And then there were some other changes that were made.

Representative McMILLAN. Two areas that I think we've-one in
particular we've focused on in the past. You mentioned that con-
struction employment had been steady for the first 6 months of
this year?

Mrs. NORWOOD. That's correct.
Representative McMILLAN. Is that in seasonally adjusted figures,

or absolute figures?
Mrs. NORWOOD. That's seasonally adjusted.
Representative MCMILLAN. Would that be a normal trend in con-

struction, or would we normally, even with seasonal adjustment,
expect some increase?

Mrs. NORWOOD. That's somewhat flatter than we would have ex-
pected. If you go back several years, we had increases that were
fairly substantial, say 20,000 to 35,000. This is probably related to
the declines in the last few months in housing starts; although
housing permit information suggests that there is going to be a
pickup in the future.

Representative McMILLAN. We really had two things impacting
construction. I suppose, particularly housing, some uptick in inter-
est rates, plus--

Mrs. NORWOOD. Yes.
Representative McMILLAN [continuing]. Some argue that the Tax

Reform Act has had some effect on new starts in construction. And
I suppose that would impact housing as well.

But it would strike me, given those two factors, that perform-
ances remained essentially strong, given those--

Mrs. NORWOOD. But has not declined
Representative McMILLAN. That's correct. And has not declined

from a very solid, high level of performance.
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The other area had to do with teenagers. Could you comment on
teenage unemployment within the first 6 months of this year rela-
tive to comparable periods?

Because that's been one area that's been of particular concern to
all of us.

Mrs. NORWOOD. There has been considerable improvement in the
unemployment data for teenagers. The July rate is 15.5 percent, al-
though that bounces around a good bit. You need data over several
months in order to understand what's going on.

And we have to understand, too, that it is a relatively small
group, so we need more than a full percentage point change for it
to be statistically significant.

Since February, there has been a considerable decline. The un-
employment rate for teenagers in February was 18 percent, is now
down to 15.5 percent.

As you know, during the months of May and June, we're always
a little hesistant to put a great deal of emphasis on the teenager
data. The July data are probably more reflective of the situation
and are probably more correct.

So that's a very good sign, I think.
Representative McMILLAN. One additional question. You may

not have these figures at the top of your head, but could you char-
acterize the unemployment rate at this stage in this economic ex-
pansion in contrast to other expansions in the post-World War II
period?

Mrs. NORWOOD. The unemployment rate-well, the current re-
covery period, which of course has extended a very long time
now-56 months-has been characterized by a very strong reduc-
tion in unemployment.

And that reduction in unemployment has been considerably
larger both in absolute terms, of course, and in percentage terms,
than in most of the previous recessions.

The unemployment has gone down. For example, from March
1975 to November 1979, which is the comparable period of the re-
covery after the 1973-75 recession, unemployment went down by
21.8 percent.

In the current recovery, the last 56 months of recovery, unem-
ployment declined by 39.5 percent. So there's a much greater de-
cline.

Now, part of that is because the labor force increased much less
in this recovery than in the past recovery because we have moved
through a good bit of the baby boom generation's entrance into the
labor force.

Representative McMiLLAN. I think, as we pointed out in the past,
I think that speaks well for the economy because much of this has
occurred in the face of over a 2- to 3-year period of substantially
increased imports into this country, which it would be expected
would have a negative impact on job creation.

So the economy has been able to-not that we like that, but able
to overcome that to a great extent.

Mrs. NORWOOD. We clearly are seeing a restructuring of employ-
ment in this country away from manufacturing, particularly dura-
ble manufacturing, toward the service-producing sector. That's
been going on for some years now.
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Representative MCMILLAN. Thank you very much.
I yield back the balance of my time.
Senator SARBANES. Thank you very much, Congressman.
Commissioner, let me ask you one question on the unemploy-

ment figures before I turn to the question of the 1990 census.
You say in your statement that the number of workers working

part time for economic reasons-in other words, workers who
wanted to work full time, but couldn't find full-time work and,
therefore, were taking part-time jobs-rose by 325,000.

Mrs. NORWOOD. That's correct.
Senator SARBANES. Is that the figure that is set against the

figure at the top of the second page in terms of the increase in
total civilian employment?

Mrs. NORWOOD. It's related, certainly. There are and there have
always been a large number of people who are working part time,
and some of them want full-time jobs.

The difference this month is that that figure, which is still fairly
high-it's over 5 million-was trending downward for several
months.

This month, there was a jump in the number of those people.
And as I have said, I'm not sure whether that jump will be sus-
tained or not, but it is something that I would rather see continue
to head downward.

Senator SARBANES. If you look at the increase in employment, is
325,000 of that increase the increase in part-time employment?

Mr. PLEWES. It doesn't work out exactly. A good part of the in-
crease in part-time jobs this month was due to an increase in part
time for economic reasons. So, it's not completely fair to character-
ize the increase in overall employment as being driven entirely by
part-time factors. But, there is that factor.

Mrs. NORWOOD. Fourteen-plus million people are working part
time because that's what they want to do. It appears from this
month's numbers that in addition, 5.5 million workers said that
they really want full-time work.

And we don't know how lasting that will be. We'll really have to
wait for a few months to see.

Senator SARBANES. Before you depart, since the Bureau of Labor
Statistics is vitally concerned with the quantity and quality of our
statistical data, I'd like to put a couple of questions to you.

We are going to hold, as you may know, a hearing immediately
after we conclude this one on the possible effects of the proposal by
the Office of Management and Budget to drop from the 1988 census
dress rehearsal-in other words, the preparation for the 1990
census-a large number of questions that had been hitherto sched-
uled for inclusion.

This obviously raises some serious concerns about the compre-
hensiveness and the quality of the Federal statistical base. And
we'll be going into that in some detail.

I'm sure you're aware that the proposal would delete a number
of questions from the 1990 census, including questions relating to
housing and employment.

Obviously, the BLS is a heavy user of information that comes
from census questions.
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Do you have any perception now of how the statistical programs
of the BLS might be affected by the proposals for the 1990 census?

Mrs. NORWOOD. Yes, I do, Mr. Chairman.
Let me say first that the Bureau of Labor Statistics staff has

over the last 3 years been working with an interagency group that
has involved both OMB and the Census Bureau on issues related to
data in the census.

I can tell you that early in that period, the Bureau of Labor Sta-
tistics proposed a number of additional questions for the census.
We lost out on many of those because the decision was that the
burden on respondents would be too great.

I certainly understand the need to be extraordinarily careful
both about the overall overloading of the Census Bureau question-
naire and also about the need to be certain that data are really
needed for the entire sample or for smaller samples.

It is my understanding that OMB has requested further justifica-
tion of certain questions.

All of those questions affect the BLS programs. Several of them,
however, affect two very important programs very severely. And
I'd like to comment very briefly on those.

Either the elimination or reduction of the number of people who
would be asked the questions on housing and, in particular, ques-
tion 31B on the number of weeks worked, would severely affect the
Consumer Price Index program.

The number of weeks worked, for example, is one of the parts of
the definition of the wage earner/clerical worker group for the
urban wage earner and clerical worker, CPI.

We would-
Senator SARBANES. Would you pull that microphone a little

closer?
Mrs. NORWOOD. I'm sorry.
Senator SARBANES. Maybe if you moved your notebook there.
Mrs. NORWOOD. Yes. We would not be able to define--
Senator SARBANES. That's much better.
Mrs. NORWOOD [continuing]. The wage earner clerical worker

group without the question 31B on the number of weeks worked
unless we were to change the definition. And that's a definition
that has been in place since World War I.

There are a series of housing questions which involve things like
the value of the house, the year built, the rent value, and so on,
which are used as variables in the selection of the expenditure
survey sample.

The expenditure survey is used, as you know, as the basis of the
CPI weights and of CPI item sample. Our estimate is that without
the needed housing questions there probably would be about a 50-
percent reduction in the reliablity of that survey. That would re-
quire us to expand the consumer expenditure survey considerably.
That, of course, would increase that burden on respondents, and we
think the cost could be some $10 million plus.

And that estimate, by the way, is one that we had made long
before this became a critical issue today. So it was not a hasty esti-
mate that was made just overnight.
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In addition, we conduct a survey of housing in order to get both
owner-occupied housing and rental housing for both CPI's, the
urban index and wage earner index.

For that survey, our procedure is to select the units through clus-
ters of city blocks in the individual areas in order to increase the
sample efficiency.

Without the data gained from several of the questions under dis-
cussion, we would have to increase our housing sample work enor-
mously.

I'm informed that we now do somewhat less than 500,000 units;
in order to get the same reliability, we would have to increase that
to somewhere between 3 and 6 million units.

In addition, we use information on utilities, the type of utilities,
the type of heating in the CPI program.

The other program that would be very severely affected by the
elimination or reduction in many of these questions, particularly
those on employment and unemployment, is our local area unem-
ployment statistics program.

As you know, we at the Bureau of Labor Statistics are required
by law to develop unemployment estimates for 5,400 geographic
areas. And that includes States. It includes statistical areas. It in-
cludes all the counties of the country and all cities that have a pop-
ulation of 25,000 or more.

For those purposes, we use the detailed census data by detailed
geography in order to be able to derive the employment and unem-
ployment data, as well as data by class of worker, and the number
of people with a job but not at work. These data are needed in
order to have geographic area data that are consistent with the na-
tional unemployment data.

As you know, these geographic area data are important. They
are used to allocate funds as well as to trigger on and off a number
of programs. And, of course, I don't need to tell you that they have
some political significance in local areas and States.

We use the information obtained from the census to adjust data
for place of work and place of residence, since the national defmi-
tion of unemployment is based upon where people live, not neces-
sarily where they work. And we also would need these data to just
aggregate information in order to produce the data for the smaller
areas of the country.

Now, there are a lot of other ways in which we use data from the
census. They are used in the productivity program. They're used in
our occupational outlook program. The employment data are used
to weigh the employment cost index.

They are used in an industry occupational matrix, which we
produce in our Federal-State cooperative program which the States
use in order to develop projections of the future.

I don't believe that those uses are as important as the uses for
the two programs that I have described. In those cases, the data
needed are absolutely critical. And we are preparing further justifi-
cations to send to OMB. And it is my hope that we will not have a
problem in continuing to obtain these data.

Senator SARBANES. Let me ask just a question on the process.
BLS is part of the interagency group. Is that correct?

Mrs. NORWOOD. Yes, we are.
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Senator SARBANES. How large is the interagency group?
Mrs. NORWOOD. Well, Tom Plewes has been representing us.
Mr. PLEWES. I don't know the number of agency representatives.

It's more than a dozen. I think that OMB can better address that.
Senator SARBANES. Does OMB chair the group?
Mr. PLEwES. That's correct, yes.
Senator SARBANES. Well, we obviously will probe this with them.

But I understand that this proposal to drop 30 questions from the
dress rehearsal comes fairly late in the process.

Has there not been an extended process going on literally over a
number of years?

Mrs. NORWOOD. Yes.
Senator SARBANES. Leading toward the 1990 census and trying to

develop a questionnarie?
Mrs. NORWOOD. Yes, these issues have been discussed for some 2

to 3 years. And there has in fact been some testing of some of these
questions. And it has come as something of a surprise that further
justification is required.

But we will make that justification. And we have every hope
that they will be considered.

Senator SARBANES. Senator Melcher.
Senator MELCHER. No questions.
Senator SARBANES. Congressman Hawkins.
Representative HAWKINS. No questions. Thank you.
Senator SARBANES. Well, Commissioner, we're pleased to have

you back before us this morning. We thank you very much for your
testimony.

Mrs. NORWOOD. Thank you, Mr. Chairman.
Senator SARBANES. We'll take just about a 2-minute break while

we prepare for the hearing on the census, 1990 census issue.
[Whereupon, at 10:07 a.m., the committee adjourned, subject to

the call of the Chair.]



EMPLOYMENT-UNEMPLOYMENT
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CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, DC.
The committee met, pursuant to notice, at 9:32 a.m., in room SD-

628, Dirksen Senate Office Building, Hon. William Proxmire
(member of the committee) presiding.

Present: Senator Proxmire.
Also present: William Buechner, professional staff member.

OPENING STATEMENT OF SENATOR PROXMIRE, PRESIDING

Senator PROXMIRE. This morning the Joint Economic Committee
is very pleased to welcome Janet Norwood, Commissioner of the
Bureau of Labor Statistics, who will testify on the employment and
unemployment situation for August 1987.

According to the unemployment figure released today, the unem-
ployment rate in August remained at 6 percent, the same level as
in July. Both employment and the labor force grew by about
350,000, after seasonal adjustment.

Even though there was no change in the overall unemployment
rate, the unemployment rate for adults declined slightly in August
and went up half a percentage point for teenagers.

The total number of people unemployed was 7.2 million, no im-
provement at all from the July level. All the-new jobs created in
August were in service-producing industries with no new jobs in
manufacturing.

Overall, then, the August employment figures suggest that the
economy is continuing to expand at a slow but steady rate, with
almost all of the economy's growth concentrated in the service sec-
tors.

Before you begin, Mrs. Norwood, Senator D'Amato has requested
that his opening statement be placed in the record. He had another
commitment and is unable to be present.

[The written opening statement of Senator D'Amato follows:]
(75)
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WRITTEN OPENING STATEMENT OF SENATOR DAMATO

Good morning, Mr. Chairman. I would also like to welcome

the Commissioner of Labor Statistics, Dr. Janet Norwood.

Commissioner Norwood, I am most interested in your observations

on August employment figures.

- As we all know, last month vou reported to this committee

July's employment figures that were at their lowest since the end

of 1979. You reported that the total civilian employment stood at

112,730,000, an all-time record. An impressive increase of 470,000

in just one month's time. The unemployment rate in July dropped

0.2 percentage points to 6.0 percent over June's figure of 6.1

percent. Last month's figure showed a decrease of one percentage

point over July of 1986 figure of 7.0 percent.

Your report showed a sign of continued strength in our

economv through expansion and creation of new jobs. These

figures exceeded the expectations of most economic forecasters.

For the month of August, the unemployment rate remained

unchanged from July's figures. The number of individuals employed,

as shown by business payrolls, increased by approximately 355,000.

In the State of New York, the unemployment rate for the

month of August decreased by .2%7 over the previous month to 4.3

percent. Overall, Dr. Norwood, these figures paint a bright

employment nicture in our nation.
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For the past year, the employment situation in this nation

has been very stable. Unemployment remains steady around 6.3 to

6 percent. Employment levels are at an all time high. This is

due in no small part to the lower interest rates and lower inflation

that have resulted from the President's economic program. However,

the level of employment not only reflects the general health of the

economy and specific industries, but also the increase or decrease

in the number of Americans bringing home paychecks and their ability

to make purchases. Therefore, we must also be aware of the drop

in the value of the dollar and its impact on the American worker.

Americans need both jobs and good salaries to provide for themselves

and their families.

It is my hope that your testimony today will provide additional

encouraging information.

Thank you, Mr. Chairman.
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Senator PROXMIRE. The committee will now turn to Commission-
er Norwood for analysis of the August employment and unemploy-
ment data. Then I have some questions on this data because I
think it is indicative of some interesting changes in the economy.

Go right ahead.

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
Mrs. NORWOOD. Thank you very much, Mr. Chairman. Before

reading my statement, let me say that I believe that this is my 92d
appearance.

Senator PROXMIRE. Your 92d? That is 92 months.
Mrs. NORWOOD. That's right. Ninety-two. Ninety-second appear-

ance before this committee.
Senator PROXMIRE. You don't look a day over 25. [Laughter.]
Mrs. NORWOOD. Thank you.
And you, Mr. Chairman, have been on the other side of the table

for nearly all of them, often as presiding officer. I am aware that
you have given notice of your plans to engage in other pursuits be-
ginning in 1989.

I would like to tell you that I shall miss you, not because you
have always made me feel comfortable behind this table; quite the
contrary. At times you have put me on the spot with your search-
ing and incisive questions, and you were always prepared to pursue
any response that did not seem complete.

You have always been supportive of a democratic society's need
for objective data and of our efforts to produce data of high quality.
The Nation's statistical system has had no stronger champion.
Those of us who serve in that system will always be in your debt,
and I want to thank you.

Senator PROXMIRE. Thank you, Mrs. Norwood. That is a most
gracious statement. I hope that everybody in Wisconsin is watch-
ing. [Laughter.]

Mrs. NORWOOD. I have with me, as always, Kenneth Dalton on
my right, who is our price expert, and Tom Plewes on my left, who
is our expert on employment and unemployment data.

As always, we are very, very pleased to be here to provide a few
comments to supplement our press release this morning.

The labor market improvements of recent months held in
August. Employment rose, and the labor force increased. Both the
civilian unemployment rate, at 6 percent, and the overall rate, in-
cluding resident Armed Forces, at 5.9 percent, were unchanged
from July. Both rates have declined substantially since the begin-
ning of the year and are 0.8 of a percentage point below the level
of a year ago.

Total employment, as measured by the household survey, rose by
355,000 from July to August, bringing the employment-population
ratio to a new high of 61.8 percent. Payroll employment, as meas-
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ured by the business survey, grew by a much smaller amount, how-
ever-only 155,000.

Virtually all of the increase in payroll jobs from July to August
was in the service-producing sector. Employment in the services in-
dustry itself rose by 90,000, with strong growth in both business
and health services. The number of factory jobs, which had in-
creased by 90,000 in the previous month, held steady in August.
Moreover, both weekly hours and overtime hours in the Nation's
factories continued to be very high by historical standards.

The BLS diffusion index, which is heavily weighted toward man-,
ufacturing, was lower than in July but, at 55 percent in August,
showed that a considerable number of industries added to their
work forces in August.

The data for August marked the 57th month of the current re-
covery, one of the longest peacetime expansions in our history.
During this period, from November 1982 to August 1987, close to 14
million jobs have been added, most of them in service-producing in-
dustries. The largest gains occurred in the services industry itself,
retail trade, and finance, insurance and real estate.

About 1 million jobs were added in manufacturing, but that in-
dustry has still only regained about 45 percent of the jobs lost
during the 1981-82 recession. Five manufacturing industries-
lumber, furniture, transportation equipment, printing and publish-
ing, and rubber and plastics-now employ considerably more work-
ers than at the July 1981 prerecession speak, but eight industries-
primary metals, nonelectrical machinery, instruments, tobacco, ap-
parel, chemicals, petroleum and coal, and leather manufacturing-
actually have lost employment since the end of the recession.

When we compare the labor market progress of the current re-
covery period to the comparable period from March 1975 to Decem-
ber 1979, we find a number of interesting differences. The labor
force has grown, but much more slowly than in the 1970's because
of more modest growth in the working-age population and in the
rate of labor force participation.

Employment has grown considerably during the current recov-
ery, but the pace has been somewhat slower than in the 1975-79
period. The largest difference between the two periods is in the in-
dustrial distribution of that growth. While the service-producing
sector has grown at about the same rate during the current recov-
ery as in the 1975-79 one, the number of factory jobs has grown far
more slowly-by 5.7 percent in the 1982-87 period compared to 15.3
percent in the 1975-79 period.

Another indicator of the difference between the current expan-
sion and that of the late 1970's is the relatively high number of
persons working part time for economic reasons. You will recall
that last month we reported an increase in this number and cau-
tioned that additional months of data were needed to interpret the
significance of the change. We now see a return of this measure to
its May to June level of 5.3 million. These "partially unemployed"
workers are disproportionately black and female.

In summary, recent improvements in unemployment held up in
August. Further employment gains occurred in services, while
July's increase in factory jobs was sustained.
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Mr. Chairman, my colleagues and I will be glad to try to answer
any questions you may have.

[The table and charts attached to Mrs. Norwood's statement, to-
gether with the Employment Situation press release, follow:]



Unemployment rates of all civilian workers by alternative seasonal adjustment methods

_ _______ ________ X-11 ARIMA method X-11 method

Month Unad- Concurrent 12-month (official Range
and justed Official (as first Concurrent Stable Total Residual extrapola- method (cola.

year rate procedure computed) (revised) tion before 1980) 2-9)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1986

August ...... 6.7 6.8 6.8 6.9 6.8 6.9 7.0 6.8 6.8 .2

September .. 6.8 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 -

October ..... 6.6 6.9 6.9 7.0 7.0' 6.9 6.9 7.0 7.0 .1
November .... 6.6 6.9 6.9 7.0 6.9 6.9 7.0 6.9 7.0 .1
December.... 6.3 6.7 6.7 6.7 6.6 6.7 6.7 6.7 6.7 .1

1987

January ..... 7.3 6.7 6.7 6.7 6.7 6.8 6.6 6.7 6.7 .2
February .... 7.2 6.7 6.7 6.6 6.6 6.7 6.5 6.7 6.7 .2
March ....... 6.9 6.6 6.6 6.5 6.6 6.6 6.5 6.6 6.6 .1

April ....... 6.2 6.3 6.3 6.3 6.4 6.3 6.3 6.3 6.3 .1

May ......... 6.1 6.3 6.3 6.3 6.4 6.3 6.4 6.3 6.3 .1

June ........ 6.3 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 -

July ........ 6.1 6.0 6.1 6.0 6.0 6.0 6.0 6.0 6.0 .1

August ...... 5.8 6.0 6.0 6.0 5.9 6.1 6.2 6.0 6.0 .3

SOURCE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
Se ptember 1987
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(( ) Unadjusted rate. Une..ploynet rate for all civilian workers, no t se asonaily adjusted.

(2) Official procedure CE-li ARIMA neehod). The published seasonally adjusted rate far

all civilian workers. Each of the 3 -ajor civilian labor farce components-agricultsral

emplayent, nonagricultural emplayment and noempioyneot-for 4 age-sex groups-mail s and

femaics, ages 16-19 and 20 years and aver-are seasonally adjusted independently suing data

fro. January 1974 ffroard. 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 specificaily for each series, loch extended series is then seasonally

adjusted with the X-11 portion of the X-1l ARIMA progra.. The 4 teenage unemployment and

nonogricultural exploynern ccepononrs are adjusted with the additive adjustment model,

while the other components are adjoused with the multiplicative nodel. The uneaployment

rate is coaputed by suroing the 4 seasonally adjusted unemployment components and calculating

that total as a percent of the civilian labor farce total derived by suoraing 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-Decenber are compsted in the middle of the year after the June data becone

available. Each set of h-month factors are published in advance, in the January and July

lssese, respectively, of Employment and Earnings.

(3) Concurrent (as first computed, X-11 ARENA nethod). The official procedure for

conputation of tbe rate far all civilian workers using the 12 components is foolloed

except that extrapolated factors are not used at all. Each component is seasonally adjusted

with the K-li ARENA program each sooth as the o st recent data became available. Rates for

each sooth of the current year ore shown as first computed; they are revised only once each

year, at the end of the year shen data for the full year become available. Par example,

the rate for January 1984 would be based, during 198i, on the adjustment of data from

the period January 1974 throsgh January 1984.

(4) Concurrent (revised, X-11 ARENA method). The procedure used in identical to (3)

ahove, and the rate for toe current month (the last month displayed) will aiways be the

sane in the two coluns.. However, all previous months are sobject to revision each month

based on the seasonal adjustment of all the components with data through the current month.

(5 ) Stable (K-l ARIMA method). Each of the 12 civilian labor force components is extended

using ARIMA models as in the official procedure and tbe. run througb the K-l part

of the program using the stable option. This option assumes that seasonal 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 procdure, 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 tbe seasonally adjusted components
is also identical to the official procedure.

(6) Total (X-1il ARIIA 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-l1 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.

(7) Residual (X-li ARIMA method). This is another alternative aggregation method, in

which total civilian employment and civilian labor force levels are extended using ARIMA

models and then directly adjusted with multiplicative adjustment models. The seasonally

adjusted unemploynent 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 ure extrapolated in

6-month intervals and the series revised at the end of each year.

(8) 12-month extrapolation (X-l1 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 beginning of the year based on data

through the preceding year. The values for Jansary through June of the current year are the

same as the official values since they reflect the same factors.

(9) X-11 method (official method before 1980). The method for compotation of the official

procedure is used escept that the series are not evtended with ARIMA models and the factors

are projected in 12-month intervals. The standard X-11 program is used to perform the

seasonal adjustment.

Methods of Adjustment: The X-l ARIMA method was developed at Statistics Canada by the

Seaseoal Adjustment and Tines Series Staff under the direction of Estelo iee Dagum. The

method is described in The X-l1 ARIMA Seasonal Adjustoent Method, by Estela Bee Dagum,

Statistics Canada Catalogue No. 12-564E, February 1980.

The standard X-Il method is described in f-li Variant of the Census Method 11 Seasonal

Adjustment Program, by Ju1ius Shiskin, Allao Young and John lusgrave (Technical Paper

No. IS, Ouroac or the Census, 1967).



Chart 1. Unemployment rate of all civilian workers, seasonally adjusted,
1948-87
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Chart 2. Civilian employment-population ratio, seasonally adjusted, 1948-07
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Chart 3. Unemployment rates for major age-sex groups, seasonally adjusted,
1948-87
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Chart 4. Civilian employment-population ratio for major age-sex groups,
seasonally adjusted, 1948-87
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Chart 5. Unemployment rates for whites, blacks, and persons of Hispanic
origin, seasonally adjusted, 1973-87
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Chart 6. Civilian employment-population ratio for whites, blacks, and persons of
Hispanic origin, seasonally adjusted, 1973-87
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Chart 7. Long-term unemployment, seasonally adjusted, 1948-87

1948 1951 1954 1957 1960 1963 1966 1969 1972 1975 1978 1981 1984 1987

Source: Bureau of Labor Statistics, September 4, 1987.

In
thousands

5000

4000

3000

2000

1000

0

In
thousonds

5000

4000

3000

2000

1000

0

00to



Chart 8. Labor force participation rates for adult men and women, seasonally
adjusted, 1918-87
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THE EMPLOYMENT SITUATION: AUGUST 1987

Employment rose in August and unemployment was unchanged, the Bureau
of Labor Statistics of the U.S. Department of Labor reported today. The
overall unemployment rate and the civilian worker rate remained at 5.9 and
6.0 percent, respectively. Both rates have declined by 0.7 percentage
point since the beginning of this year.

Total civilian employment--as measured by the monthly survey of
households--rose by 355,000 in August after seasonal adjustment. Nonfarm
payroll employment--as measured by the monthly survey of
establishments--was up by 155,000.

Unemployment (Household Survey Data)

The number of unemployed persons was unchanged at 7.2 million in
August, after seasonal adjustment, as were the jobless rates for nearly all
major labor force groups. The rates for adult men (5.2 percent), adult
women (5.3 percent), teenagers (16.0 percent), whites (5.1 percent), blacks
(12.4 percent), and Hispanics (8.0 percent) showed little or no
over-the-month change. (See tables A-2 and A-3.)

The length of unemployment was also little changed in August. The
average (mean) duration of unemployment was about unchanged at 14.3 weeks,
while the median duration edged down slightly to 6.4 weeks. (See table
A-7.)

The number of persons employed part time for economic
reasons--sometimes referred to as the partially unemployed--declined in
August to 5.3 million, returning to the May-June levels. Although this
figure has edged down sLightly thus far in 1987, it remains relatively high
by historical standards. (See table A-4.)

Civilian Employment and the Labor Force (Household Survey Data)

Civilian employment declined less than usual in August and, after
seasonal adjustment, advanced by 355,000 to 113.1 million. Most of this
increase occurred among teenagers. The proportion of the population that
is employed rose 0.2 percentage point to a new high of 61.8 percent. (See
table A-2.)
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The civilian labor force increased to 120.3 million in August, after
seasonal adjustment, with the labor force participation rate edging up to
65.7 percent. Over the past year, the labor force has grown by 2.1
million, with about half of the increase occurring among adult women.

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

Quarterly Monthly data -l
averages

Category July-
1987 1987 Aug.

ichange
I I II June I July I Atug.

HOUSEHOLD DATA

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

Civilian labor force...
Civilian employment..
Unemployment.........

Not in labor force.....
Discouraged workers..

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

Adult men..........
Adult women........
Teenagers..........
White..............
Black..............
Hispanic origin....

ESTABLISHMENT DATA

Nonfarm employment.....
Goods-producing......
Service-producing....

Average weekly hours:
Total private........
Manufacturing........
Overtime............

Thousands of persons
120,943 121,341 121,2351 121,672 122,038 366
112,995 113,906 113,975 114,447 114,817 370
119,202 119,615 119,517 119,952 120,302 350
111,254 112,180 112,257 112,727 113,081 354

7,948 7,435 7,260 7,224 7,221 -3
62,800 62,912 63,187 62,933 62,700 -233

1,168 1,037 N.A. N.A. N.A. N.A.

Percent of labor force

6.6 6.1 6.0 5.9 5.9 0
6.7 6.2 6.1 6.0 6.0 0
5.9 5.5 5.5 5.4 5.2 -0.2
5.8 5.4 5.2 5.4 5.3 -.1

17.9 17.0 15.9 15.5 16.0 .5
5.7 5.3 5.2 5.1 5.1 0

14.2 13.2 12.7 12.6 12.4 -.2
9.7 8.8 8.5 7.9 8.0 .1

Thousands of jobs
101,133 101,7081 101,818 p10

2
,11

4
p102,270_

24,733 24,757 24,761 p24,857 p24,857
76,399 76,951 77,057 p77,257 p77,413

p156
pO

p156

Hours of work

34.8 34.8 34.8 p34.8 p
3 5

.
0

41.0 40.9 41.0 p41.0 p
4 1

.0

3.6 3.71 3.7 p
3
.

8
p3.8

_/ Includes the resident Armed Forces.
p-prelininary.

pO.2
pO
pO

N.A.=not available.
- - - - -- - -- -_ _
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Industry Payroll Employment (Establishment Survey Data)

Total nonagricultural employment rose by 155,000 in August to a
seasonally adjusted level of 102.3 million. Virtually all of the job
growth occurred in the service-producing sector. (See table B-1.)

Within the service sector, the services industry component continued
its strong job expansion, increasing by 90,000 in August. Over the year, I
million jobs have been added in the industry. As usual, health and
business services accounted for most of the over-the-month gain. Job
growth continued in finance, insurance, and real estate as employment
advanced by 25,000 over the month. Employment in retail and wholesale
trade was about unchanged from July levels.

In the goods-producing sector, manufacturing employment was unchanged
in August, following a substantial increase (90,000) in July. Employment
in automobiles rose by 20,000, after declining by 30,000 in July
(seasonally adjusted). Most of the recent employment fluctuations in this
industry result from early plant shutdowns for model changeover and
extended layoffs for inventory reductions. In contrast, employment in
apparel and other textile products declined by 20,000, a return to the June
level. Construction employment was unchanged at 5.0 million in August.
Mining and its oil and gas extraction component continued the gradual
recovery from the job losses of the 1985-86 period.

Weekly Hours (Establishment Survey Data)

The average workweek of production or nonsupervisory workers on
private nonagricultural payrolls expanded by 0.2 hour after seasonal
adjustment, reaching 35.0 hours. Most of this increase occurred in retail
trade and wholesale trade. Manufacturing hours remained at 41.0 for the
fourth consecutive month, and overtime hours were unchanged from July at
3.8, both historically high levels. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory
workers on private nonagricultural payrolls increased 0.5 percent in August
to 121.2 (1977=100), seasonally adjusted. The manufacturing index was
about unchanged at 93.7. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings rose 0.8 percent in August, while average
weekly earnings rose 1.4 percent, seasonally adjusted. Before seasonal
adjustment, average hourly earnings rose by 4 cents to $8.95, and average
weekly earnings were up $4.09 to $315.94. Over the year, hourly earnings
were up 25 cents and weekly earnings rose $10.57.

83-467 0 - 88 - 4
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The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Index (HEI) was 173.9 (1977-100) in August,
seasonally adjusted, an increase of 0.4 percent from July. For the 12
months ended in August, the increase was 2.6 percent. The HEI excludes the
effects of two types of changes unrelated to underlying wage rate
movements--fluctuations in manufacturing overtime and interindustry
employment shifts. In dollars of constant purchasing power, the HEI
decreased 1.4 percent during the 12-month period ended in July. (See table
B-4.)

The Employment Situation for September 1987 will be released on Friday,
October 2, at 8:30 A.M. (EDT).
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Explanatory Note

Thisrnes release presents statistics from two major strv eys,

the Current Population Sorsey (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 59.500 households that is conducted by the
Bureau of the Census with most of the fndings analyzed and
published by the Bureau of Labor Statistics iBS).

The establishment survey provides the information on the
employment, hoors, and eatoings of workers on
nonagricuhural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA. This information is collected
from payroll records by os sin cooperauion with State agencies.
The sample includes over 290.000 establishments employing
user 38 million people.

Fot both surveys, the data far a gicen month are actually
collected fur and telate to o particular week. In the household
survey, unless otherwise indicated, s is the calendar weck 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 oa may nut 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-
jastmeots. and the inevitable variance in results between a
survey of a sample and a census Of the entire population. Each

of these factors is euplained below.

Coverage, definitions, and dilferences
between surveys

The sample households in the household survey are selected
so as to reflect the entre civilian nouinstitutional 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 wokt at all
as paid civilians: worked in their own business or profession or
on their own farm, or woaked 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. Members
of the Armed Forces stationed in 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 meet all of the following critera.: They had no employ-
ment during the survey week; they were auailable for work as

that time: and they made specific efforts to find employment
sometime during the prior 4 weeks. Persons laid off from their
former jobs and awaiting recall and those eupecting to report
to a job within 30 days need not be looking for worh to be
counted as unemployed.

The Iaborforce 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 Forces). Table A-5 presents a special
grouping of sean measures of unemployment based on nary,
itg definitions of unemployment and the labor force. The
definitions are provided in the table. The most restrictive
definition yields U- I and the most comprehensise yields U-7.
The oserall unemployment rate is U-5a, while U-5b represents
the same measue 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, aniong which ace

she following:

- h-rh oWssca sihe. .ttirmgi based on a mmus iarsri. ollnua
-srs omen or fhnnriis. tin -iobnini sren escidns u. nisiiir.

ihsnfcf-nurktyu. -.ui ftaily .nrs pnvu houir sonhn akrs-.ud
-en i utf hr seanidr AnmO Fure.-

The hmrso s-,sry mdcudrs serk on un-aid kane r. tie
unsyfnd, the iaoibne mmrY dOr not:

nsl hn s cuir sry bnilad uhow [ e16 yasof t s.nd oudr.: sn
-nttaisms- srvri.' not uImid by as:,

- r vo hn-hod survey ha. no diiriscaton ci ednidnis. f wanse ems in-
ditlo cmns= d miy owe: m sh -nabi-rsert sryy. P"rr -workira at

hnsr tsar nr lob or hus u apyratwoon nun shti one r ysm be
cunr orasasrY ior -n h rayav.ar

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

Seasonal adjustment
Over she course of a year. the size of the Nationos labor

force and the levels of employment and unemployment
undergo sharp fluctuations due to such seasonal events as
changes in weather, reduced or eupanded production, har-
vests, major holidays, and the opening and closing of schoob.
For esample,. the labor force increases by a large numbor each
Jane, when schools close and many young people enter the job
market. The effect of such seasonal varlation can be very
large, over the course of a year, for esomple, seasonality may
account for as much as 95 percent of the month-to-month
changes in unemployment.
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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 activty 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. Insofar as the
seasonal adjustment is made correctly, the adjusted figure pro-
rides a more useful tool with which to analyze changes in
economic acvity.

Measures of labor force, employment, and unemployment
contain components such as age and sex. Statistics for all
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-
meni is 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-
justmems 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 variability
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 survey, the
amount of the differences can be expressed in terms of stand-
ard 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 approximately 68 our 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 approx.
imately 90 out of 100 that an estimate based on the sample will
differ by no more than 1.6 times the standard mor from the
results of a complete census. At approximately the 

9
0-percent

level of confidence-the confidence limits used by aLs in its
analyses-the error for the monthly change in total employ.
ment is on the order of plus or minus 328,000; for total
unemploymetit it is 220,000; and, for the overall unemploy-
ment rate, it is 0.19 percentage point. These figures do not
mean that the sample results are off by these magnitudes but,
rather, that the chances are approximately 90 out of 100 that
the "true" level or rate would not be expected to differ from
the estimates by 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 .26 percentage point; for
teenagers, it is 1.25 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 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 atlastics and other Information
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 Employmenr and Earnings. published each month by
BLS. It is available forS8.50per issue or522.00per 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 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-
vided in tables M. 0, ,P and Q of that publication.
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Table A-2. Eyoa888nnot status ot the civIllan populatlon by sax and age
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A.& Employment status af the cMIvln population by race, aix. age, and Hispanic origin
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Table 5.1. Employees on nonagrdcultural psyroll, by Industry
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Table 8.5. tndeoCs of aggregate weekly hours of production or nonsupervleory worker.' oan private nonaegrlcultural
payroIls by Industry
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Senator PROXMIRE. Thank you very much, Commissioner Nor-
wood, for your usually highly competent summary of the develop-
ments over the last month in the employment and unemployment
situation.

You have a table that showed a fascinating difference between
the recovery that took place after the 1974-75 recession and the re-
cession of 1982. What it showed was that the civilian labor force
total increased much more and much more rapidly in the earlier
period; that is, between March 1975 and December 1979, it in-
creased 13 million, according to your data that I have in front of
me, and in this latest recovery the increase in the labor force has
been only about 9 million.

Now, does that mean that if we had the same increase in the
labor force in the past 4 or 5 years that we had in the 1975-79
period, we would now have about 4 million more people out of
work and have an unemployment rate of about 9 percent. In other
words, much of this recovery has been because the work force has
not grown as rapidly as it did in the previous recovery.

Mrs. NORWOOD. The work force has not grown as much, in large
part because the growth of population has slowed down. Had that
population growth continued, there probably would have been
more stimulation of the economy.

I think it is clear that it has been much easier for us to have a
reduced unemployment rate, given the slowdown in labor force
growth, but I do not think that we can reverse that statement and
say that all of the difference would have been found among the un-
employment. It has clearly been a much easier situation.

The other point is that we have had many fewer youngsters, par-
ticularly teenagers- entering the work force, which brings about, in
a sense, a downward pull on the unemployment rate.

Senator PROXMIRE. But it seems to me it is fair to say we would
have had somewhat higher unemployment, probably, if we had not
had the decline in the rate of growth of the work force.

Now, during the first half of 1987, nonfarm productivity rose at
an annual rate of just under 1 percent. But it rose; productivity
rose. But real wages fell by 1.3 percent.

Why did real wages fall, even though productivity went up? In
other words, people are more productive. They are producing more
per hour worked, but their wages are going down. That is hard for
me to understand.

I would also like to ask you if workers didn't benefit, and they
obviously did not from their increased productivity, who did?
* Mrs. NORWOOD. One of the things that is happening particularly

in manufacturing and certainly with farm products is that we are
holding the line on prices in the case of farm products. In many
cases some products are being sold at lower prices than before.

So some of these productivity gains are being seen in a rational-
ization of industry, reductions in cost, and lower prices. Some of it,
however, is probably going into increased profits.

Senator PROXMIRE. Now, workers' real average weekly earnings
fell 0.3 percent in July. That was the fifth decline in the past 7
months. Over the past year, real wages have declined 1.2 percent.
In fact, since July 1978, the buying power of the average American
workers has nosedived 11.6 percent.
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Would you comment on the lower real earnings statistics? Is
there something here in the statistics that we are missing? Is this
an unfair description of what is happening to workers' income, or
is there some interpretation I am missing here?

Mrs. NORWOOD. It is clear from the average earning series that
workers' earnings, on average, are not keeping up with inflation. If
we look, however, at our employment cost index, particularly that
part of it which includes fringe benefits, we find that the civilian
nonfarm population has an increase over the year of about 3.3 per-
cent and the CPI from July to July 3.9 percent. So they are close.

I think that that is a better comparison, but it clearly shows that
workers' earnings have not kept up most recently with the increase
in inflation. That is partly because of the turnaround in oil prices.

Senator PROXMIRE. Let me ask you about something you men-
tioned in your statement that you made to us this morning. You
pointed out what seems to me really an astonishing fact; that in
some areas there is actually less employment than there was at the
depth of the last recession.

Mrs. NORWOOD. That is right.
Senator PROXMIRE. Some of those are in my State. But is there

any particular area of the country that has particularly suffered
from this and is probably worse off than it was? Would this be the
case in Louisiana, Texas, and Oklahoma?

Mrs. NORWOOD. The oil extraction industry, of course, has affect-
ed some of the areas of the southwest. The north central part of
the country and the south central part of the country have been
affected, particularly by apparel and textiles and by some of the
heavy durable manufacturing-the decline in nonelectrical ma-
chinery, for example, and transportation equipment and some of
the feeder industries that are located there.

One of the points that is of some interest, of course, is that in
some of these cases, particularly apparel, for example, the declines
in employment are really a continuation of a trend that has been
going on since the 1940's and 1950's. Some of the declines, of
course, are quite new.

Senator PROXMIRE. I suppose the American people are about as
disturbed about the merchandise trade deficit as anything. The
people I talk to in Wisconsin certainly are; I think that is true gen-
erally. They are concerned about the fact that we are importing so
much from abroad, exporting so little, and that we are exporting
jobs in effect. We hear this constantly, not only from labor people
but from business people, too, very widely.

The merchandise trade deficit reached still another all-time
record of $39.5 billion in the second quarter. That deficit has
achieved record levels in six of the last seven quarters.

With your knowledge of import and export prices and the drop in
the dollar, the spectacular drop in the dollar really, can you give us
any insights into why, so long after the decline in the value of the
dollar, our international balance of payments position just doesn't
improve?

I know there is a J, but that J seems to be an awfully long one
before it is going up.
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Mrs. NORWOOD. Yes, it is. The J curve certainly has been consid-
erably extended, much more than most economists expected. I
think there are a lot of reasons for it.

First, it is quite clear that although import prices have in-
creased, many of our trading partners, particularly the Japanese,
have absorbed large portions of that increase. They have been re-
ducing their profits in order to maintain their market shares. So I
think that is one point.

Second, there has been a considerable restructuring of U.S. trade
with other countries. We are getting a much larger proportion of
our trade now from places like Korea and Taiwan and other places
which have their currencies pegged to the U.S. dollar. So their
prices are not really affected by any drop in the value of the dollar.

Third, during the whole period of the 1970's and leading up to
the difficulties we have now, I think there has been some decline in
our competitive structure and we have had many manufacturing
industries which have become somethat inefficient and high cost. It
will take some time for them to turn around. Some of them are be-
ginning to do that, but that will take some time.

During that period into the 1980's, with very high value of the
dollar, many companies began out-sourcing production so that
there are many facilities abroad, and it is unlikely that much of
that will be brought back to this country but, if so, it will be done
really fairly slowly.

So I think that there are a number of reasons for this. The trade
balance picture, I think, is improving and I expect it to improve
further. But I think it is going to be a lot slower than most people
had expected.

Senator PROXMIRE. A lot slower.
Mrs. NORWOOD. Yes.
Senator PROXMIRE. So it might be, you think, several more

months, maybe a year or two before we get the benefits of the
lower dollar.

Mrs. NORWOOD. I think that the crucial issue is really the re-
sponse that American producers make.

Senator PROXMIRE. I don't hear you say much about the deficit,
the Federal deficit, the fiscal deficit.

Do you think that plays a significant role, too? Lots of people
argue that that is a central factor.

Mrs. NORWOOD. Clearly it has been. It has an important effect, as
you know better than I, on the influx and the inflow of foreign
funds to this country because essentially what we are doing is
having foreigners support our economy because of our own deficits.
So that clearly has a very important effect.

Senator PROXMIRE. As you know, the Occupational Safety and
Health Administration has recently been ordered by the U.S.
courts to expand its program of letting workers know they have
been exposed to dangerous substances. Congress is also working on
legislation in that important worker safety and health area.

Can you supply us with any statistics on how the problem of
worker exposure to dangerous substances is growing? Are you satis-
fied with the quality of the statistics in that field and do you have
any proposal to improve them?
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Mrs. NORWOOD. I am not satisfied at all with the quality of the
data in the safety and health field. We have been reviewing our
data. We have three basic sources of data. One is an annual survey
of business establishments. The second is development of adminis-
trative data from workers' compensation records. And the third is
a series of surveys on work injuries that we do ourselves in coop-
eration with the States.

We have, with your help, Mr. Chairman, contracted with the Na-
tional Academy of Sciences' Committee on National Statistics.
They have appointed a rather outstanding panel of experts to
review the entire data system. They have completed their work
and we are expecting by about the end of October to have their
report. I anticipate that they will recommend a number of changes.
We ourselves would like to see a number of changes and we will
certainly share that report with you and others in the Congress as
well as with the general public and our advisory committees.

On the subject of the high-risk notification, essentially, there is
really very little data. It is very difficult even to recognize some of
these problems. Even physicians are having difficulty recognizing
many of these problems.

We are, however, undertaking a special survey, a work injury
survey, looking at the effects on workers of the inhalation of dan-
gerous substances, and that work has just begun. It will involve
identification of cases by the States from their workers' comp
records, and then a follow back to the workers themselves to find
out exactly what has happened. So that work is underway.

We are also contracting with the National Center for Health Sta-
tistics and we have been cooperating with NIOSH to add some
questions to the health interview survey so that we can get at the
other side of this. We have a survey of business establishments. We
would like to be able to compare those data with a survey of the
workers themselves. And we have some other ideas which we will
be presenting through the budget process at the proper time.

What we are really doing right now is waiting for the report
which should be coming out fairly soon from the National Acade-
my of Sciences and I do expect that to be critical and constructive.
That is why we went to them because we felt that we really needed
to have expert advice.

Senator PROXMIRE. Mrs. Norwood, as you mentioned in your
statement, the percentage of the population that is employed today
of the total population, of the population over 16 years of age and
noninstitutional, is higher than it has ever been. In other words, a
higher proportion of people are actually working than before,
which is certainly good news.

But, as your chart shows, the improvement in the employment
population ratio has occurred only among adult women. A big part
of this is women coming into the work force still continuing to
come in. From staying at home and being homemakers, they have
entered into the work force as never before in our history, with
adult men and teenagers still far below past records.

Why has the employment population ratio failed to improve for
adult men and for teenagers?

Mrs. NORWOOD. Apparently because of the problems that we are
seeing in the industrial restructuring of the economy. Many of the
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adult men are working in manufacturing industries. We are seeing
a number of plants closing down and we are seeing a complete re-
structuring of activity and we are also seeing the need for retrain-
ing of many of these people because the kinds of jobs that they had
before are no longer going to be jobs in the future.

Senator PROXMIRE. May I just interrupt?
The statistics that were just given to me indicate that since 1954,

from 1951-54 for instance, the percentage of men 20 years and
over, noninstitutional, who were working was above 85 percent, be-
tween 85-90 percent. And it is now down to less than 75 percent.
So there has been a consistent drop.

Mr. PLEwEs. There is really not much to add there. That is abso-
lutely correct. It has gone down long term. I think that one of the
things that is interesting is that in the last year or two after the
recession, it has stopped going down. It has not gone up, but at
least it has stopped going down.

Senator PROXMIRE. Since 1975, it has been about the same, but it
was around 75 percent; now it's below 75 percent. But you are
right. It is about the same.

Mr. PLEWES. A very large part of that was early retirement, and
the early retirement trend has slowed down, at least in the last
couple of years. But during that whole period that you are quoting,
a large part of that was early retirement.

Mrs. NORWOOD. One of the interesting points that can be made
about that also is the fact that men are retiring earlier, but women
who have come into the labor force much later are staying in the
labor force much longer, so we are not seeing at the older age
cohort, the retirements for women that we are seeing for men be-
cause women have not built up their retirement.

Senator PROXMIRE. Is that because in many programs they don't
qualify until they have worked a number of years and they have to
get their years in? If they start at the age of 50, obviously they
have to be older before they can retire.

Mrs. NORWOOD. That is right. Obviously, some of that is going to
change. Some two or three decades from now, I think that the data
will show something somewhat different.

Senator PROXMIRE. Your chart 7 shows that the number of long-
term unemployed is still higher than at any time during the peaks
of the last two recessions. Two million people have been unem-
ployed for 4 months or longer.

What are the characteristics of the long-term unemployed? That
is really the most tragic unemployed, the kind of unemployment
that causes terrible disruptions and trauma.

Is the United States creating a class of people who are unemploy-
able and simply cannot find jobs, even in a tight labor market?

Mrs. NORWOOD. We clearly have a large group who have been
unemployed for 6 months or more. There are more than 1 million
of them, 1,100,000 of them. They are disproportionately minority.
They get into a situation where they need retraining. Their educa-
tional levels often are relatively low.

There really needs to be, in my view, a renewed effort in this
country to strengthen the basic educational system so that workers
will be in a position to take the kind of training that they need.
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I am very concerned about those groups. I believe that the Amer-
ican labor market is a very dynamic one and that most people who
have a spell of unemployment usually manage to find a job or
engage in some other activity fairly easily, and though they suffer
some difficulties during the period of unemployment, they often re-
ceive unemployment insurance and they make out.

It is those who, month after month after month, remain unem-
ployed that we need to be very concerned about.

Senator PROXMIRE. In July, both the Consumer Price Index and
the Producer Price Index rose only 0.2 percent. That was a much
smaller rise than these indexes were showing earlier in the year.

What accounted for the slowdown in the inflation rate and is
there any evidence that it will continue?

Mrs. NORWOOD. The inflation rates have for a long time been
very much affected by energy prices and by food prices and they
will probably continue to be. Food prices jump up and down, de-
pending sometimes on the weather and sometimes, as you well
know, on conditions on the farm and decisions that are made about
livestock and plantings.

The energy prices have been slowing down. The slowdown is a
little bit less than occurred last year, but they have been slowing
down since then.

Perhaps Mr. Dalton would like to comment further.
Senator PROXMIRE. Mr. Dalton.
Mr. DALTON. Specifically in July, both the Producer Price Index

and the Consumer Price Index experienced lower food prices and
that accounted for the smaller increase in July.

Senator PROXMIRE. But that is seasonally adjusted, isn't it?
Mr. DALTON. Yes, it is.
But through the first 7 months of the year, the CPI has risen at

an annual rate of 5 percent, with energy prices rising at an annual
rate of 14.3 percent. In contrast, in 1986, energy prices declined
almost 20 percent. So the big difference this year is pretty clearly
energy.

Mrs. NORWOOD. And the big issue there, of course, is that energy
prices are very much dependent on conditions in the Persian Gulf,
so the future of inflation is in part at least dependent on what hap-
pens there and the effect of that activity on the price of oil.

Senator PROXMIRE. In spite of the fact that we get a very small
proportion of our oil from the Persian Gulf, less than 6 percent, I
understand. Of course, we have a glut of oil in this country that we
can't produce, and that is the problem in Alaska and Louisiana
and so forth.

Mrs. NORWOOD. Somewhat higher priced.
Senator PROXMIRE. Between April and July, the civilian unem-

ployment rate fell from 6.3 to 6 percent. These are months when
seasonal factors can distort the unemployment figures.

Now that we have the August data, can you discern any unusual
seasonal factors in the data that may have affected the unemploy-
ment picture this past summer?

Mrs. NORWOOD. We think that the August data are fairly stable
and represent what is actually happening. We were concerned, in
July in particular, about some of the developments that occurred.
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The August increase in the household survey which was very
large and I think perhaps somewhat overstated was largely for
teenagers. And I think that is something that bears watching. The
establishment survey is showing considerably more moderate
growth than the household survey. And the seasonals are some-
what different for the two surveys, in part because of the various
activities of youngsters and in part because during the summer
months there are still a lot of unpaid vacations, so people are off
the payroll during the summer months. This means that the sea-
sonal adjustment factors are somewhat different-in fact they go in
different directions-for the two surveys.

Senator PROXMIRE. In addition to the regular budget figures, the
Congressional Budget Office publishes-and I quote-a Standard-
ized Employment Deficit which eliminates the influence of reces-
sions on the deficit by calculating the Federal deficit that would
occur at a constant 6 percent unemployment rate. Currently the
unemployment rate is 6 percent which is the figure used by CBO.

Does that mean that we can't count on additional cyclical im-
provements in the economy to have any further impact on the defi-
cit unless the unemployment rate falls below 6 percent, in which
case many people would say then we have to start putting on the
brakes and having a tighter monetary policy, and we are going to
have an inflation and the stock market begins to fall and so forth?

Mrs. NORWOOD. I am not at all sure that there is that direct a
relationship between a further drop in the unemployment rate and
what is really considered to be an increase in inflation. It is quite
clear that the Phillips curve relationship has shifted considerably
in recent years.

Senator PROXMIRE. So that we can stand a lower unemployment
rate than we could before?

Mrs. NORWOOD. I like to think so.
Senator PROXMIRE. All of us would like to think so, but what is

your professional judgment?
Mrs. NORWOOD. We will have to wait and see. [Laughter.]
Senator PROXMIRE. Okay. Go ahead.
Mrs. NORWOOD. I am not really familiar with all of the details of

the CBO study. I am rather impressed with the fact-and I can't
resist saying this-that it is almost impossible even to look at the
Federal Government's deficit without using Bureau of Labor Statis-
tics data.

You will forgive that plug.
Senator PROXMIRE. I think that is a good plus, I support it.
The last time the unemployment rate was 6 percent was in De-

cember 1979. A recent study by Dennis Roth of the Congressional
Research Service argues that these figures are not comparable be-
cause of significant changes that have occurred in the labor market
since then. For example, the proportion of people working part
time has risen from 14 percent to 17.5 percent. The number of
adult males working part time involuntarily has grown 62 percent.
The unemployment rate for adult men, particularly black men, is
much higher now than in 1979.

How would you compare a 6-percent unemployment rate today to
a 6-percent unemployment rate in 1979 with those figures in mind?
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Mrs. NORWOOD. That would be very difficult to do; 1979 was a
year of increasing inflation also, and we need to keep that in mind
it seems to me.

We had had most of the very massive increase of women coming
into the labor market. Since that time, however, we have had quite
a big increase in Hispanic entrants into the labor market. The His-
panic population of the country has gotten larger. We are seeing
rather interesting trends for Hispanics now. Their labor force en-
trance is much larger even than the black minority and many of
them are becoming employed. In fact, one out of every three new
jobs is going to a Hispanic. So I think that is a very real difference.

I am not sure that I have very much more to add.
Senator PROXMIRE. According to an article in the August 1987

Monthly Labor Review, the growth in defense spending that oc-
curred between 1980 and 1985, which was very, very big, as we
know-that created 600,000 additional manufacturing jobs in de-
fense-related industries.

During that time, overall manufacturing employment fell by 1
million Jobs. implying that 1.6 million jobs were lost in nondefense
manufacturing industries.

What do these new figures say about the strength of the nonde-
fense manufacturing industry during that period, particularly in
view of the fact that many people expect that we are going to have
a flattening out at best in the defense procurement area? As you
know, Congress has had to put on the brakes, and has put on the
brakes pretty sharply.

Mrs. NORWOOD. It is very clear that defense expenditures have
stimulated the job market. One of the things that has always fasci-
nated me about defense expenditures is that one of the largest ef-
fects on jobs is in eating and drinking places. As you spend money
for defense, you increase the cafeterias and the restaurant meals
and so on.

Senator PROXMIRE. Sale of beer?
Mrs. NORWOOD. Yes.
On the other hand, the data suggest that durable manufacturing

has not done as well as I would have expected. A good bit of the
jobs in manufacturing that have been held and some of them that
have been recouped have been in some of the nondurable jobs as
well. Nonelectrical machinery, for example, is not really doing ter-
ribly well.

We seem to have housing-related manufacturing, like lumber
and wood and furniture manufacturing, some of the appliances.
They have held up, as has construction, though that is flattening
out now because of the changes in interest rates.

Senator PROXMIRE. One school of thought holds that U.S. manu-
facturing industries are not in trouble because the manufacturing
share of GNP has been relatively constant.

Does the BLS study suggest that this relatively constant share of
GNP masked two trends: First, an increase in manufacturing
output caused by the rise in defense spending which obscured a
strong secular decline which we would otherwise have seen in non-
defense industries?
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Mrs. NORWOOD. Clearly, the defense spending helped employ-
ment in manufacturing. I don't think there is any doubt about
that.

What would have happened in the absence of that probably is
that we wouldn't have quite the same deficit position that we have
and therefore our trade position and a number of other things
might be different. So it is a little bit hard to look at that.

Senator PROXMIRE. But overall, the likelihood is that we would
have had a decline in manufacturing.

Mrs. NORWOOD. I believe so; yes. I think that is a trend that has
been continuing for a very long time. It has just been much more
rapid during the 1980's than before.

Senator PROXMIRE. According to the August 31 productivity re-
lease from the Bureau of Labor Statistics, manufacturing produc-
tivity grew 4.9 percent at an annual rate during the second quar-
ter. That was a large upward revision from the August 3 prelimi-
nary figures that showed a 3.3-percent increase in manufacturing
productivity.

What factors account for the upward revision in manufacturing
productivity? Is it normal for the revision to be that large? That
seems to me a very large adjustment.

Mrs. NORWOOD. It was a very large adjustment. We revise our
productivity figures when the gross national product accounts fig-
ures are revised, and there was a rather large revision in GNP
data. That does give us some cause for concern, but we have to
measure output and that is done in the best way possible by the
Bureau of Economic Analysis.

Senator PROXMIRE. A 4.9-percent rise in manufacturing produc-
tivity in the second quarter resulted from a 3.4-percent increase in
output, combined with a 1.5-percent decline in hours worked, ac-
cording to the August 31 productivity release.

Monthly employment figures show that manufacturing employ-
ment went up 40,000 in the second quarter, and average weekly
hours declined only two-tenths of 1 percent, from 41 to 40.9 hours.

What accounts for the 1 /2 percent decline in average weekly
hours that was used to compute manufacturing productivity?

Mrs. NORWOOD. First of all, the productivity data are built upon
a much broader base than the production worker data that we pro-
duced here or that you were talking about, and it includes all
people who are employed.

Senator PROXMIRE. Within a month or two, the current expan-
sion will overtake the 1975-80 expansion as the longest peacetime
period without a recession. In terms of job growth, labor force
growth and other measures of the strength of the economy, how
does this expansion compare with the 1975-80 expansion and how
does it compare for various groups in the labor force, such as
women, blacks, and teenagers?

Mrs. NORWOOD. It does not compare as well. There has been, as
we discussed earlier, a slowdown in labor force growth that has
really been quite marked; 8.3 percent, for example, in the 1980's,
compared to 14.1 percent in the 1975-79 period.

Employment has done a bit better-14 percent compared to 17
percent. Because of the combination of these factors, in particular
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the reduction in growth of the labor force, unemployment has de-
clined markedly.

As for the different groups of the population, employment of
women has been about the same in the current recovery period as
in the past in terms of percentage growth.

The labor force growth of women has slowed down, however. It is
continuing and I believe will continue to grow, but at a much
slower pace. The black labor force has been growing at a somewhat
slower pace, not nearly as much of a reduction in the rate of
growth, however, as for the white population, and a larger propor-
tion of the blacks have found jobs.

Senator PROXMIRE. Now let me ask you the question that really
concerns me very much. That is, that it seems to be that it is no
accident that when we talk about the extension of recovery, we
talk about peace periods.

In war periods, we have had a much longer recovery. We had
that in World War II. As you know, the Vietnam war is the other
big example.

Now, I argue that in view of the massive deficits we have run,
that are very comparable to the kind of deficits you might run in a
war period, $200 billion deficits and close to it back to back, that
they have had a real effect in extending this recovery period. And
to the extent that we do what we should do and what I am sure
you agree we should do, which is reduce those deficits as promptly
and sharply as we can, it is going to have a slowdown effect on the
economy.

Mrs. NORWOOD. I don't think there is any doubt about that.
Senator PROXMIRE. Would you agree that one of the reasons why

we have had this long, long recovery is because we have had this
fiscal policy that has been stimulated?

Mrs. NORWOOD. Clearly, as you yourself indicated earlier, the in-
crease in defense expenditures has had an important effect on the
labor market and I think it is important to take that into account.
It is hard to know what would have happened in the absence of
that development.

Senator PROXMIRE. One more question on minimum wage, unem-
ployment, and inflation. Minimum wage is before the Senate, as
you know. We may act on it. I am very supportive of an increase in
the minimum wage. We have not had one for 6 years, and mean-
while the cost of living has gone up 27 percent. These are the poor-
est working people in our country and I think it is grossly unjust.

Every labor expert seems to have a strong view on the conse-
quence of raising minimum wages. However, the conclusions of
these experts range from no effects on employment and inflation to
the loss of many jobs, especially for teenagers, and a serious in-
crease in inflation.

I made a recent, very cursory study, which indicated that the
minimum wage on the basis of experience historically has had a fa-
vorable effect as it has been increased.

The last time we had very, very high unemployment was when
we had the first introduction-the minimum wage terminated that.
In 1938, we had an unemployment of 17 percent. We put in the
minimum wage and it was never that high again.
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I also tried to check it out on the basis of the decades when we
have had an increase in the minimum wage. We had it in the
1960's, a decline in the 1970's, and a decline in the minimum wage
of course, effective minimum wage, the real minimum wage in the
1980's because inflation was so great and the minimum wage did
not increase in the 1980's and it increased very little in the 1970's.

I find those seem to coincide with higher levels of unemploy-
ment. So I would like to know your conclusion as to what effect an
action by the Congress to increase the minimum wage, as has been
proposed, I think moderately and gradually over a period of years,
what effect that might have on unemployment.

Mrs. NORWOOD. I really can't answer that question precisely. We
have done a study in which we have looked at recent empirical
studies that have been carried out by economists on the minimum
wage.

Senator PROXMIRE. Can you make that available? I would like to
see that study.

Mrs. NORWOOD. Yes, certainly. We will submit that to you.
[The following information was subsequently supplied for the

record:]
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U. S. Department of Labor Commissioner for
Bureau of Labor Statrslics
Washington, D C 20212

NOV, 21987

Honorable William Proxmire
United States Senate
Washington, D.C. 20510

Dear Senator Proxmire:

At a recent Joint Economic Committee Hearing on the Employment
Situation, I told you about a summary of recent research on the
economic effects of minimum wage laws. As requested, I am sending
you a copy of that summary.

If I can be of any further assistance, please let me know.

Sincerely yours,

JJ~ ET L. NORWOOD
Commissioner

Enclosure
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Mrs. NORWOOD. The study summarized all the empirical work
that we could find, and there is quite a bit of it. It is a rather sub-
stantial study.

As you know, the economics profession has generally taken the
position that raising the minimum wage would reduce employ-
ment. Yet it is interesting that the empirical results are not entire-
ly clear on that subject.

Most of the studies that have been done do show some disemploy-
ment effects on teenagers, but there is a great deal of uncertainty
about the effect on adults.

The statistic that is most often quoted is a 1-percent reduction in
youth employment in response to a 10-percent increase in the mini-
mum wage. But the results, looking at blacks versus whites, women
versus men, are quite mixed. There are those saying there is a big
reduction in unemployment effect, and there are those who say the
reverse.

Senator PROXMIRE. Let me just interrupt to say from a logical
standpoint, a lot of people say well, of course you have less employ-
ment. If people have to pay more, they are not going to hire people
to do the job.

On the other hand, if people who have these low incomes are
paid a little more, this is high velocity spending, believe me. They
don't put that in the bank. They spend it. It is a high turnover, and
therefore it increases demand to a very considerable extent.

Mrs. NORWOOD. That is right. And there can also be an impor-
tant productivity effect that would be important, I think, and
would have an effect on lowering inflation.

Nevertheless, our review has shown that there are studies on
both sides, and it is not easy to point to the literature and come up
with a specific conclusion.

I would like to comment if I might, Senator, on one provision of
the bill, at least the one that I have seen that is being considered,
and that is the indexation aspect. So far as I understand it, the pro-
vision indexes the minimum wage to average hourly earnings.

There are some technical problems with the use of a single
month's preliminary figure. Quite apart from that, it seems to me
that one implication of that approach is that an increase in produc-
tivity in some industries that resulted in increased wages in those
industries, would be transferred into the minimum wage indus-
tries.

It might be that given the obvious desire to improve social as
well as economic conditions, that one might like to look at index-
ation using a price measure rather than the wage measure. I just
throw that out to you.
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Senator PROXMIRE. Mrs. Norwood, thank you very, very much for
excellent testimony, as always, and also Mr. Dalton and Mr. Plewes
for your very substantial help and understanding the unemploy-
ment situation and the inflation situation.

As usual, you did a top-flight job. I will be back here many times
before I am through.

Mrs. NORWOOD. I certainly hope so.
Senator PROXMIRE. Well, like it not, I will be here. Thank you

very much.
The committee will stand adjourned.
[Whereupon, at 10:25 a.m., the committee adjourned, subject to

the call of the Chair.]
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FRIDAY, OCTOBER 2, 1987

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, DC.
The committee met, pursuant to notice, at 9:30 a.m., in room SD-

628, Dirksen Senate Office Building, Hon. Paul S. Sarbanes (chair-
man of the committee) presiding.

Present: Senator Sarbanes and Representatives Scheuer and
Fish.

Also present: Judith Davison, executive director; and William
Buechner and Dale Jahr, professional staff members.

OPENING STATEMENT OF SENATOR SARBANES, CHAIRMAN
Senator SARBANES. The committee will come to order.
We are pleased once again to have Commissioner Norwood, the

Commissioner of the Bureau of Labor Statistics, to testify on the
September labor market statistics.

This is the first of two hearings that the committee will be hold-
ing this morning and we will be following it with a hearing on air
traffic safety.

Commissioner, also, we're voting over on the floor and I think we
should get started. We'll just have to handle the situation as best
we can if a rollcall begins.

Before you begin, Mrs. Norwood, Senator D'Amato has requested
that his opening statement be placed in the record. He had another
commitment and is unable to be present.

[The written opening statement of Senator D'Amato follows:]
(125)

83-467 0 - 88 - 5
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WRITTEN OPENING STATEMENT OF SENATOR D'AMATO

GOOD MORNING, MR. CHAIRMAN. I WOULD ALSO LIKE TO

WELCOME DR. JANET NORWOOD. COMMISIONER NORWOOD, I AM MOST

INTERESTED IN YOUR OBSERVATIONS ON SEPTEMBER'S EMPLOYMENT

FIGURES.

AS WE ALL KNOW, LAST MONTH YOU REPORTED TO THIS

COMMITTEE EMPLOYMENT FIGURES FOR AUGUST THAT WERE AT THEIR

LOWEST SINCE THE END OF 1979. YOU REPORTED THAT THE TOTAL

CIVILIAN EMPLOYMENT STOOD AT 113,100,000, A NEW RECORD HIGH.

AN IMPRESSIVE INCREASE OF 354,000 IN JUST ONE MONTH'S TIME.

THE UNEMPLOYMENT RATE IN AUGUST REMAINED STABLE AT 6.0

PERCENT.

YOUR REPORT SHOWS CONTINUED STRENGTH IN OUR ECONOMY

THROUGH EXPANSION AND CREATION OF NEW JOBS. THESE FIGURES

EXCEEDED THE EXPECTATIONS OF MOST ECONOMIC FORECASTERS.

FOR THE MONTH OF SEPTEMBER, THE UNEMPLOYMENT RATE

DECREASED BY 0.1 OF A PERCENT TO 5.9 PERCENT. THE NUMBER OF

INDIVIDUALS EMPLOYED, AS SHOWN BY BUSINESS PAYROLLS,

INCREASED BY APPROXIMATELY 130,000 TO 113,230,000.
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IN THE STATE OF NEW YORK, THE UNEMPLOYMENT RATE FOR THE

MONTH OF SEPTEMBER REMAINED CONSTANT AT 4.5 PERCENT.

OVERALL, DR. NORWOOD, THESE FIGURES PAINT A BRIGHT EMPLOYMENT

PICTURE IN OUR NATION.

FOR THE PAST YEAR, THE EMPLOYMENT SITUATION IN THIS

NATION HAS BEEN VERY STABLE. UNEMPLOYMENT REMAINS STEADY

AROUND 6 PERCENT. EMPLOYMENT LEVELS ARE AT AN ALL TIME

HIGH. THIS IS DUE IN NO SMALL PART TO THE LOWER INTEREST

RATES AND LOWER INFLATION THAT HAVE RESULTED FROM THE

PRESIDENT'S ECONOMIC PROGRAM. HOWEVER, THE LEVEL OF

EMPLOYMENT NOT ONLY REFLECTS THE GENERAL HEALTH OF THE

ECONOMY AND SPECIFIC INDUSTRIES, BUT ALSO THE INCREASE OR

DECREASE IN THE NUMBER OF AMERICANS BRINGING HOME PAYCHECKS

AND THEIR ABILITY TO MAKE PURCHASES. THEREFORE, WE MUST ALSO

BE AWARE OF THE DROP IN THE VALUE OF THE DOLLAR AND ITS

IMPACT ON THE AMERICAN WORKER. AMERICANS NEED BOTH JOBS AND

GOOD SALARIES TO PROVIDE FOR THEMSELVES AND THEIR FAMILIES.

IT IS MY HOPE THAT YOUR TESTIMONY TODAY WILL PROVIDE

ADDITIONAL ENCOURAGING EMPLOYMENT INFORMATION.

THANK YOU, MR. CHAIRMAN.
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Senator SARBANES. Mrs. Norwood, why don't you go ahead and
proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY KENNETH V. DALTON, ASSOCIATE COMMIS-
SIONER, OFFICE OF PRICES AND LIVING CONDITIONS; AND
JOHN E. BREGGER, ASSISTANT COMMISSIONER, OFFICE OF
CURRENT EMPLOYMENT ANALYSIS
Mrs. NORWOOD. Thank you very much, Mr. Chairman.
We are pleased to be here. I have with me Kenneth Dalton, our

Associate Commissioner for Prices and Living Conditions; and John
Bregger, on my left, our Assistant Commissioner for Current Em-
ployment Analysis.

Labor market signs were positive in September. Unemployment
has been on a downward trend, and factory employment continued
to grow. Both the overall jobless rate, at 5.8 percent, and the civil-
ian worker rate, at 5.9 percent, have declined steadily during the
year and in September were 1.1 percentage points below the levels
of a year earlier.

In September, the household survey showed declines in both the
labor force and employment. However, both had increased marked-
ly in the previous month. Since April, the month before the large
summer seasonal movements began, the labor force has increased
by more than 500,000, and employment has grown by over 900,000.
The civilian jobless rate dropped from 6.3 to 5.9 percent over the
same 5-month period.

The business survey was up by 130,000 from August to Septem-
ber. Were it not for teachers and other school personnel off busi-
ness payrolls because of strikes, payroll employment would have
increased by about 200,000 over the month. Factory employment
accounted for 55,000 of that gain. Indeed, manufacturing employ-
ment has increased by 165,000 in just the last 3 months. These
gains have been widespread. The BLS diffusion index, which is
heavily weighted toward manufacturing, reached a hefty 65 per-
cent in September. It is true that factory hours were down over the
month, but the decline merely reflects the unusual occurrence of
the Labor Day holiday falling in the reference week of the survey.

In contrast to factory employment, construction jobs have
lagged-they are down 35,000 over the month and 60,000 since this
January. Employment in the mining industry has been growing
slowly but steadily. Mining jobs have increased by about 40,000
since January, most of them in the oil and gas extraction industry.

In the service-producing sector, retail trade showed the only real
strength in September, adding 70,000 jobs. The finance, insurance,
and real estate industry, which has grown steadily during the cur-
rent expansion, failed to post any employment increase, probably
reflecting the joint effects of rising interest rates and construction
activity slowdown. Employment in the services industry grew by
35,000, a very small gain for this industry.

The improvement in factory job performance over the last few
months may have affected the relationship between the jobless
rates of men and women. During the recession of the early 1980's,
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the predominantly male factory work force was hard hit, and the
unemployment rate for men moved upward, surpassing the rate for
women. More recently, the situation has changed-the rate for
adult men and women both were near 6 percent in December and
5.5 percent in April. But partly because of the growth in factory
jobs over the last few months, the rate for adult men has fallen to
5 percent in September, while the rate for adult women, at 5.4 per-
cent, has shown little further improvement.

The jobless rate for teenagers has been relatively sticky. There
has been considerable anecdotal evidence of localized labor short-
ages and rising wages in some jobs traditionally held by young
people. Even so, their unemployment rate, at 16.3 percent in Sep-
tember, has shown less improvement, relatively speaking, than the
adult rates during 1987. However, the black teenage jobless rate,
although still a very high 30 percent, has improved markedly in
recent months. The black teenage employment-population ratio has
also shown some improvement, but that measure still stands at 30
percent, compared to nearly 50 percent for white teenagers.

In September, the current expansion reached 58 months, match-
ing the length of the one which began in the spring of 1975. Job
growth has been vigorous in both expansions, but the current ex-
pansion reflects the restructuring of industry which accelerated
during the 1980's. The number of factory jobs has grown much less
than in the late 1970's. Employment in the oil and gas extraction
industry rose by 50 percent in the comparable period after 1975 but
declined by 33 percent over the current expansion.

In both periods, strong job growth occurred in the service-produc-
ing sector. But even here, some differences between the two expan-
sions can be seen in the composition of that growth. During the
current expansion, for example, one in every eight new jobs has
been in business services, far more than in the period after 1975.
Employment in communications and public utilities declined
during the current period but rose after 1975. And State and local
jobs have not grown as fast in the 1980 period as in the earlier one.

On the demographic side, the labor force has grown far more
slowly in the current period as the number of teenagers entering
the work force declined. Labor force participation of women contin-
ued to increase but at a slower rate in the 1980's than in the
1970's.

In summary, I believe that labor market developments remain
encouraging. The improvement we have seen in unemployment
held in September, and employment in the Nation's factories con-
tinued to grow.

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

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



Unemployment rates of all civilian workers by alternative seasonal adjustment methods

X-11 ARIMA method X-11 method
Month Unad- Concurrent 12-month (official Range

and justed Official (as first Concurrent Stable Total Residual extrapola- method (cola.
year rate procedure computed) (revised) tion before 1980) 2-9)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1986

September ... 6.8 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 -

October ..... 6.6 6.9 6.9 7.0 7.0 6.9 6.9 7.0 7.0 .1
November .... 6.6 6.9 6.9 7.0 6.9 6.9 7.0 6.9 7.0 .1
December .... 6.3 6.7 6.7 6.7 6.6 6.7 6.7 6.7 6.7 .1

1987

January..... 7.3 6.7 6.7 6.7 6.7 6.8 6.6 6.7 6.7 .2
February.... 7.2 6.7 6.7 6.6 6.6 6.7 6.5 6.7 6.7 .2
March ....... 6.9 6.6 6.6 6.5 6.6 6.6 6.5 6.6 6.6 .1
April ....... 6.2 6.3 6.3 6.3 6.4 6.3 6.3 6.3 6.3 .1
May ......... 6.1 6.3 6.3 6.3 6.4 6.3 6.4 6.3 6.3 .1
June ........ 6.3 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 -

July ........ 6.1 6.0 6.1 6.0 6.0 6.0 6.0 6.0 6.0 .1
August ...... 5.8 6.0 6.0 6.0 5.9 6.1 6.2 6.0 6.0 .3
September ... 5.7 5.9 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1

SOURCE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
October 1987

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

(2) Official procedure (X-l1 ARIMA method). The published seasonally adjusted rate for

all civilian workers. Each of the 3 major civilian labor force conponents-agricultural
esploynent, nonagricultoral employsent and onexpliyent-for 4 age-se groups-males and

females, ages 16-19 and 20 years and over-are seasonally adjusted independently using data
from January 1974 forward. The data series for each of these 12 components are extended by
a year at each end of the original series using AROMA (Auto-Regressive, Integrated, Moaing
Average) models chosen specifically for each series. Each extended series is then seasonally

adjusted with the X-l1 portion of the X-l1 ARIMA program. The 4 teenage unemployment and
nonagricultsral employment components are adjusted with the additive adjustment model,
while the other components are adjusted with the aultiplicative model. The unemployment
rate is computed by snuming the 4 seasonally adjusted unemployment 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 heginning of each year; extrapolated
factors for Joly-Decenber are computed in the middle of the year after the June data become
available. Each set of 6-onth factors are published in advance, in the January and July
essees, respectively, of Employment and Earnings.

(3) Concurrent (as first computed, X-li ARIMA method). The official procedure for
computation of the rate for all civilian workers using the 12 components is followed
except that notrapolated factors are not used at all. Each component is seasonally adjusted
with the X-li 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 1984 would be based, during 1984, on the adjustment of data from
the period January 1974 through January 1984.

(4) Concurrent (revised, X-l ARIMA method). The procedure used is identical to (3)
above, and the rate for the current month (the last month displayed) will always be the
same in the two columns. However, all previous months are subject to revision each month
based on the seasonal adjustment of a11 the components with data through the current month.

(5) Stable (X-l1 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-li part
of the program using the stable option. This option assumes that seasonal 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-onth intervals and the series are revised at the end of each year.
The procedure for computation of the rate from the seasonally adjusted components
is also identical to the official procedure.

(6) Total (X-il 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-l1 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.

(7) Residual (X-l1 ARIMA method). This is another alternative aggregation method, in
which total civiliam employnent and civilian labor force levels are extended using ARIMA
models and then directly adjusted with multiplicative adjustment models. The seassnally.
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.

(8) 12-month extrapolation (X-Il ARINA method). This approach ts 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 beginning 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 reflect the same factors.

(9) X-Il 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-li program is used to perform the
seasonal adjustment.

Methods of Adjustment: The X-li ARItA method was developed at Statistics Canada by the
Seasonal Adjustment and Times Series Staff under the direction of Estels Bee Dagum. The
method is described in The X-il AREMA Seasonal Adlustment Method, by Estela Bee Dagum,
Statistics Canada Catalogue No. 12-564E, February 1980.

The standard X-il method is described in X-li Variant of the Census Method It Seasonal
Adjusiment Program, by Julous Shbikin, Allan Young and John Musgrave (Technical Paper
No. IS, Bureau of the Census, 1967).
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THE EMPLOIYMENT SITUATION: SEPTEMBER 1987

Unemployment was little changed in September, the Bureau of Labor
Statistics of the U.S. Department of Labor reported today. The overall
unemployment rate was 5.8 percent, and the rate for civilian workers was
5.9 percent. Both rates were 1.1 percentage points lower than a year
earlier, with the improvement having been particularly strong since
February.

The number of nonagricultural payroll jobs--as measured by the monthly
survey of business establishments--edged up about 130,000, after seasonal
adjustment. Total civilian employment--as measured by the monthly survey
of households--declined by 310,000, following an increase of a similar
magnitude in August. Over the past year, employment levels in the
establishment and household series have advanced by 2.4 and 2.8 million,
respectively.

Unemployment (Household Survey Data)

Both the number of unemployed persons in September--7.1 million--and
the civilian worker unemployment rate--5.9 percent--were little changed
from August, after seasonal adjustment. Similarly, jobless rates for adult
men (5.0 percent), adult women (5.4 percent), teenagers (16.3 percent),
whites (5.1 percent), blacks (12.3 percent), and Hispanics (8.2 percent)
showed little or no over-the-month change. (See tables A-2 and A-3.)

The mean duration of unemployment, at 14.2 weeks, was also little
changed in September, while median duration declined to 5.7 weeks. In
recent months, both measures have edged down below levels posted earlier
this year. (See table A-7.)

Civilian Employment and the Labor Force (Household Survey Data)

Total civilian employment declined more than usual in September and,
after adjustment for seasonality, was down 310,000 to 112.8 million,
offsetting an increase of similar magnitude in August. The August increase
and September decline can be largely traced to the pattern of youth
employment this summer. Teenage employment normally declines markedly
(before seasonal adjustment) during the months of August and especially
September, as young workers leave summer jobs in preparation for their
return to school. This year, however, an unusually large group of
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teenagers remained in their jobs through the August reference week. This
resulted in the unusually large seasonally adjusted increase in youth
employment in August and the decline of sinilar magnitude in September.

Reflecting these developments, the liercentage of the total civilian

pupulation that is enrployed--the 0mployVr1-Lt-poput11ation ratio--receded to
h1.6 percent in September, the sane as in July. (See table A-2.)

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

I Quarterly I Monthly data
I averages _1_I

Category I I JAug.-
1987 1 1987 ISept.

E___________ I I III July Aug.ISept. change
II JSEL Dt. ASept.

HOUSEHOLD DATA I

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

Civilian labor force...
Civilian employment..
Unemployment .........

Not in labor force.....
Discouraged workers..

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

Adult men..........
Adult women........
Teenagers..........
White ..............
Black ..............
Hispanic origin....

ESTABLISHMENT DATA

Nonfarm employment.
Goods-producing ......
Service-producing.... I

Average weekly hours:
Total private........
Manufacturing........I
Overtime.............

121,3411 121,7711 121,6721 122,038| 121,6041 -434
113,9061 114,5931 114,4471 114,8171 114,5151 -302
119,615 120,038 119,952 120,302 119,861 -441
112,180 112,860 1 2,727 113,081 112,772 -309

7,435 7,178 7,224 7,221 7,089 -132
62,912 62,9781 62,9331 62,7001 63,300 600

1 ,037 1,0111 N .A. A.I N.A. N.A.

Percent of labor force

6.1
6.2
5.5
5.4
17 .0
5.3

13.2
8.8

591

15.9
5.1

12.4

81.0

5s.9
6.0
5 .4
5.4

15.5
5.1

12.6
7.9

5.9
6.0
5.2
5.3

16.0
5.1

12.4
8.0

I I

Thousands of jobs

5.8
5.9
5.0
5.4

16.3
5.1

12.31
8.2

101,7081pI02,2711 10
2
,1

2
61plO

2
,

2 7
8IplO

2
,4101

24,757 p2
4

,88
2

1 24,8501 p24,8851 p2
4

,9121
76,951 p

7 7
,

3 8 9
77,276 p

7 7
,

3 9 3
p

7 7
,

4
98

I I I I I

-0. 1
-.1
-.2
.1
.3
0

-.1
.2

p132
p

2 7

p
1 0 5

Hours of work

34.8 p
34

.
8

34.8 p
3 4

.
9

p
34

.
6

p-0.3
40.9 p

4 0
.
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41.01 p
4 1
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0
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0.
4

p-.
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3.71 p3.71 3.81 p3.81 p
3
.
6

p-.2
I I I I I

1/ Includes the resident Armed Forces.
p=preliminary.

N.A.=not available.
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After seasonal adjustment, the civilian labor force declined by
440,000 in September to 119.9 million; this drop also was confined largely
to teenagers. With this decline, the labor force participation rate fell
to 65.4 percent, still high by historical standards. The labor force has
grown by 1.6 million over the past year.

Discouraged Workers (Household Survey Data)

At 1.0 willion in the third quarter, the number of discouraged
workers--persons who report that they want to work but are not looking for
jobs because they believe they cannot find any--was little changed from the
level for the second quarter. Blacks and women continue to be
disproportionately represented among the discouraged. (See table A-14.)

Industry Payroll Emplgyment (Establishment Survey Data)

The number of nonagricultural payroll jobs edged up 130,000 in
September to 102.4 million, seasonally adjusted. The figures were dampened
by the absence from payrolls of about 65,000 teachers and support workers
due to labor disputes. (See table B-i.)

Manufacturing employment rose by 55,000 in September to 19.2 million,
seasonally adjusted, as growth was widespread in both the durable and
nondurable goods components. Job gains were particularly notable in
primary metals and machinery. Factory employment increases have totaled
165,000 since June, raising the employment level to its highest point since
August 1985.

Elsewhere in the goods sector, employment in mining continued its
gradual recovery. Growth in the industry has totaled 40,000 since its
January low, mostly in its oil and gas extraction component. In contrast,
construction employment declined by 35,000 in September and was down by
60,000 so far this year.

In the service-producing sector, employment growth was generally
moderate in September. Job gains were unusually slow in the services
industry, which increased by 35,000, compared with an average increase of
close to 90,000 over the current expansion. There was no increase at all
in finance, insurance, and real estate; wholesale trade; and government,
where employment was held down by teacher strikes. In contrast, retail
trade employment increased by 70,000, more than offsetting the small
decline of the previous month.

WeeKly Hours (Establishment Survey Data)

The average workweek of production or nonsupervisory workers on
private nonagricultural payrolls was down 0.3 hour to 34.6 hours,
seasonally adjusted. The manufacturing workweek dropped by 0.6 hour to
40.4, and factory overtime fell by 0.2 hour to 3.6 hours. These declines
reflected the unusual occurrence of Labor Day in the survey period, as some
employees were not paid for the holiday and others worked fewer overtime
hours.
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As a result of the decline in the average workweek, the index of

aggregate weekly hours of production on nonsupervisory workers on private
nonagricultural payrolls dropped by 0.8 percent to 120.2 (1977=100),
seasonally adjusted. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings were unchanged in September, while average
weekly earnings fell by 0.9 percent, seasonally adjusted, also reflecting
the decline in the workweek. Prior to seasonal adjustment, hourly earnings

increased by 12 cents to $9.06, and weekly earnings were down $1.20 to
$314.38. (See table 8-3.)

The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Index (HEI) was 174.7 (1977=100) in September,

seasonally adjusted, an increase of 0.3 percent from August. For the 12
months ended in September, the increase was 2.9 percent. The HEI excludes
the effects of two types of changes unrelated to underlying wage rate

movements--fluctuations in manufacturing overtime and interindustry
employment shifts. In dollars of constant purchasing power, the HEI

decreased 1.6 percent during the 12-month period ended in August. (See
table B-4.)

The Employment Situation for October 1987 will be released on Friday,
November 6, at 8:30 A.M. (EST).
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Explanatory Note

This news release prCsenis 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 59.500 households that is conducted by the
Bureau of the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics IBLS).

The establishment survey provides the information on the
employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables, marked
ESTABLISHMENT DATA This information is collected
from payroll records by BLS in cooperation with State agencies.
The sarmple includes over 290.000 establishments employing
over 38 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, i is the calendar week that
contains the I2th 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 evplained below.

Coverage, definitlons, and differences
between surveys

The sample households in the household survey are selected
so as to reflect the entire civilian noninstitussonal 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-
pinise 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 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 meet all of the following criteria: They had no employ-
ment 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. Persons laid off from their
former jobs and awaiting recall and those expecting to report
to a job within 30 days need not be looking for work to be
counted as unemployed.

The laborforce equals the sum of the number employed and
the number unemployed. The unemploymene rate is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Forces). Tabtle 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 result, there are
many differences between the two surveys, among which are
the following:

- The houshold arury, airhough based onaimailer s.rPk. nes a
Lg .a -rment no he po-ulaion r evabisheoner survey eciudes airuhur.
ihe 1fir-priyed. unmid lnr workers.i.yvae. hno-ioid more,k and
members or ihe resdnr Armed Forcris

- The houshold surery iciudes peopl on unpaid rae awnan sh
employed: he -uabliuhrner survey does 001;

- The houhod surv y u bmined io h 6 years or .aa and onde sh
eahirshmenv survey is not lmied by age:

- The houehold survy ha no duplicaimn or indivudual, becau och in-
diurdusi is couned only once, in ihe sahishmrn survey erploye -okiesg at
more i.an one job or other-sis appeunng on more than one payro would be
counted praraleiy for ach oppouru.ce

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

Seasonal adjustment
Over the 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, har-
vests, major holidays, and the opening and closing of schools.
For example, 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.
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Because these seasonal esents follow a more or less regular
pattern each sear. their influence on statistical trends can be
eliminated by adjuting the statisticsfrom 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
schools out heample. the large number of people entering the
labor lorce each June is likely to obscure any other change,
that ha'e taken place since May, making it difficult to deter-
mine if the level of economic activily has risen or declined.
However, because the effect of students finishing school in
previous years is known, the statistics for the current year can
he adjusted to allow for a comparable change. Insofar as the
seasonal adjustment is made correctly, the adjusted figure pro-
vides a more useful tool wih which to analyze changes in
economic activity.

Measures of labor force, employment, and unemployment
contain components such as age and sex. Statistics for all
employes,. production workers average weekly hours, and
aserage hourly earnings include components based on the
employers 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 Bt S. For example, the seasonally adjusted figure
for the labor force is the surn 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 is the sum of the four unemployment components; and
the oserall 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
sursey. 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 variability
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 survey, the
amount of the differences can be expressed in terms of stand-
ard errors. The numerical value of a standard error depends
upon the sizeof the sample, the results of the sursey, and other

factors However, the numerical value is always such that the
chances are approximately 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 approx-
imately 900o0 of 100 that an estimate based on the sample will
differ by no more than 1.6 ttmes the standard error from the
results of a complete census. At approximately the 90-percent
level of confidence-the confidence limits used by lILt in its
analyses-the error for the monthly change in total employ-
ment is on the order of plus or minus 328.000; for total
unemploymem it is 220.000: and, for the oserall unemploy-
ment rate. it is 0.19 percentage point. These figures do not
mean that the sample results are off by these magnitudes but,
rather, that the chances are approximately 90 out of 100 that
the "true" level or rate mould not be expected to differ from
the estimates by 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 s:ze 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 .26 percentage point; for
teenagers, it is 1.25 percentage points.

In the establishment survey. esfimates 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
ose, 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
thc classification of industries and allow for the formation of
new establishments.

Additional statistics and other information
In order to provide a broad siew of the Nation's employ-

ment situation. Bi S regularly publishes a wide variety of data
in this ncs release. Morecomprehensivestatistics are contain-

ed in Ernploament nd Eurnings. published each month by
Bi s. It is available forS8.50 per issue or822.00 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 must accompany all orders.

Emplonment 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 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-
vided in tables M. 0, P. and Q of that publication.
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ESTABLISHMENT DATA

Table BI. Employees on nonagriculturil payrolls by Industry

ESTABLISHMENT DATA
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ESTABLISHMENT DATA ESTABLISHMENT DATA
Table 8.2. Aerage wekly hour of production Or noooupersaooy worker on private nonagricultural payroll. by Industry
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ESTABLISHMENT DATA

Table B. Averge hourly and w-by earningiS, 01 production or nonupAnTeory workerst on phint. nonagrlcolhurl
payrolls by Fdeey
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Senator SARBANES. Well, Commissioner, thank you very much.
I'll be very brief since there is a vote going on.

The civilian labor force over the course of this year has been
growing, as I understand it, at about half the rate of the previous 4
years, about 100,000 a month.

What's the explanation for this? You make reference right at the
close of your statement to this when you say--

Mrs. NORWOOD. Yes.
Senator SARBANES [continuing]. The number of teenagers. Re-

flecting birth rates of 16 to 18 years ago? Is that what we're experi-
encing?

Mrs. NORWOOD. Yes. That's right. There are fewer teenagers in
the population and there are even fewer of them coming into the
labor force. As a result, there is less really upward pressure on the
unemployment rate since teenagers always have much higher un-
employment rates than the rest of the population.

Senator SARBANES. And what does that demographic line look
like for the next 3 to 5 years?

Mrs. NORWOOD. We anticipate that from now through the turn in
the century the labor force will be growing at only about one-half
the rate that it has grown in the past. This is largely because until
about the middle of the 1990's teenagers will continue to come in
very slowly. Then that will turn around a bit. Overall, the labor
force will age. The average age of the labor force will be much
higher in the future than it has been in recent years.

Senator SARBANES. You made reference to the improvement in
the black teenage jobless rate. What do you perceive to be the ex-
planation?

Mrs. NORWOOD. We have seen an increase in the labor force par-
ticipation of blacks in general, particularly the teenagers, and
more of them have obtained jobs. Nevertheless, their rates, though
they are not 45 percent as they were a while ago, are still 30 per-
cent.

Senator SARBANES. Is your perception that their situation has im-
proved simply because of the overall tightening of the labor
market, or is there something else at work?

Mrs. NORWOOD. Well, it may be the overall effect of the economy.
As more and more people go back to work, then the jobs come to
those who have the hardest time in the labor market. It's probably
that more than anything else. They do better when there are more
jobs and our employment growth has been considerable. There's
still a long way to go.

Senator SARBANES. Well, I'm not going to be able, as those buzz-
ers indicate, to spend any more time with you. I regret that. We
thank you very much for being with us again. We look forward to
seeing you again next month.

The hearing is adjourned.
[Whereupon, at 9:40 a.m., the committee adjourned, subject to

the call of the Chair.]
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