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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, OCTOBER 2, 1981

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:02 a.m., in room

2154, Rayburn House Office Building, Hon. Henry S. Reuss (chair-
man of the committee) presiding.

Present: Representative Reuss.
Also present: Mary E. Eccles, Mark R. Policinski, and Richard

Vedder, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REUSS. Good morning.
The Joint Economic Committee will be in order to hear the un-

employment news. The news is not good. Unemployment in Sep-
tember, our expert witness will report, increased from 7.2 percent
to 7.5 percent. If you look at the quarter which has just been com-
pleted as of yesterday, unemployment in July was 7 percent; went
up to 7.2 in August and up to 7.5 in September. That means that
almost half a million additional people became unemployed during
that period.

The second quarter of this year, a quarter which saw unemploy-
ment getting better, in its last month was a negative quarter of
real economic growth. Almost certainly, I think, it can now be said
the second and the third quarter, from July through September,
was also a quarter of negative growth. Under the formula devel-
oped by the National Bureau of Economic Research some years
ago, two quarters of negative growth equals a recession.

So the heralded opening day for the Reagan administration's eco-
nomic program, October 1, coincides with the diagnosis of reces-
sion.

Before proceeding, under the rule and without objection, the
opening statement of Senator Hawkins is included for the hearing
record.

[The opening statement of Hon. Paula Hawkins follows:]

OPENING STATEMENT OF SENATOR HAWKINS

It is a pleasure to welcome you Dr. Norwood. We are all vitally concerned with
the employment situation.

Long-term demographic changes will alter the employment picture in the 1980's.
The post World War II baby boom coupled with the much more active role of
women, saw over 22 million entrants to the American labor market in the 1970's.
That bulge, which exacerbated unemployment problems of the past decade, is be-
coming a more mature, experienced productive pool of workers in the 1980's. As a

(1)
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result of birth rate declines in the 1970's, the number of young people seeking work
will decline. Thus, these age and quality characteristics of the labor force should be
positive contributions toward better productivity performance in the 1980's.

We must still count on a sizable growth in new jobseekers. This prospect under-
scores the need for capital formation and a higher rate of saving to finance neces-
sary investment.

What is the Reagan record to date? One measure is the so-called "misery index"
(or inflation plus unemployment). When Mr. Carter left office the year-to-year infla-
tion rate as measured by the CPI was 15.2 percent. When Mr. Reagan took office
unemployment was running at some 7.4 percent. In the January to June period the
unemployment rate was 7.3 percent; in June it dropped to 7.0 percent; rose in
August to 7.2 percent; and is now, in September, 7.5 percent.

This means that the "misery index" has declined about 5 percent since President
Reagan took office.

Now that the President's program has begun, I fully believe that the next year
will see many more points off the "misery index."

Representative REUSS. Commissioner Norwood, you have pre-
pared a statement discussing and analyzing the unemployment fig-
ures. Your entire statement and the accompanying news release
will appear in the printed record. Please proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSISTANT COMMISSION-
ER, OFFICE OF EMPLOYMENT STRUCTURE AND TRENDS; AND
W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS

Ms. NORWOOD. Mr. Chairman and members of the committee, I
am pleased to have this opportunity to provide the Joint Economic
Committee with a few brief comments to supplement "The Employ-
ment Situation" press release issued by the Bureau of Labor Statis-
tics this morning at 9 a.m.

The September labor market indicators show continued weak-
ness in the demand for workers. At 7.5 percent, the Nation's unem-
ployment rate rose for the second month in a row and returned to
about the levels which had prevailed during the second half of
1980. Total employment-as measured by the household survey-
declined in September. The employment population ratio dropped
to 58.1 percent, the lowest level since last December. The payroll
employment series was about unchanged for the second month in a
row.

Unemployment rates rose over the month for both- adult men
and adult women. The jobless rate for adult men, at 6.2 percent,
has risen by six-tenths of a percentage point over the past 2
months but was still less than the rates which had prevailed at the
height of the 1980 downturn. The increase in joblessness for adult
women brought their rate back to 6.8 percent, slightly higher than
at the recession trough in July 1980.

The unemployment rate for white workers rose nearly half a per-
centage point from August to September. Despite the increase (to
6.5 percent), the jobless rate for whites remains slightly below the
levels which prevailed in the summer of 1980.

In contrast, the unemployment rate for blacks was about un-
changed in September, following a substantial increase in August.
Black joblessness has failed to show any improvement over the past
year. The 15.1 percent black unemployment rate in September was
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well above the rates recorded in the last half of 1980. As a result,
the ratio of black-to-white jobless rates, at 2.3 to 1 in September,
exceeded the more traditional 2.0 to 1 relationship.

The rate for black teenagers, which rose markedly in August, fell
back in September to about the levels of June and July. Despite
the over-the-month improvement, however, the rate for black teens
remains much higher than any other worker group.

The September rise in unemployment occurred both among
workers who had been laid off (and hence, expected to be called
back to work by their employer) and those who had been perma-
nently separated from their jobs. There was virtually no increase
in unemployment among those who had left their jobs voluntarily
or those who were newly entering or reentering the work force.

Adult women, whose employment had increased sharply since
the end of the 1980 recession, experienced most of the decline in
total employment in September. During the 14-month period since
the recession trough, total employment has risen by 1.3 million.
These job gains were fairly closely split between adult men and
women-900,000 and 850,000 respectively. Teenage employment
dropped by 475,000 over the period, partly because the teenage pop-
ulation declined, and partly because the proportion of teenagers
holding jobs declined.

For the second month in a row, payroll employment (as meas-
ured by the business survey) was about unchanged. The only major
over-the-month movements were a decline of 145,000 in State and
local governments and an increase in services. The drop in State
and local governments occurred primarily in local school systems,
which did not hire as many teachers and other personnel as they
usually do in September. The strike of the Philadelphia school-
teachers also contributed to this employment decline.

I should also note that our estimate of State and local govern-
ments are somewhat more tentative than we would like. Employ-
ment reports, especially for large units of State and local govern-
ments, have been lagging in recent months. Our estimates based on
reports received after the initial release of data have shown sizable
downward revisions in each of the last. 2 months.

Employment in mining continued to advance in September as
business activity increased in oil, gas, and coal extraction. Con-
struction employment declined an additional 20,000 jobs in Septem-
ber. With high interest rates and low sales affecting this industry,
the employment level in construction was 165,000 below the level
recorded as recently as April of this year and slightly below the
level of the July 1980 recession trough.

Employment in manufacturing was about unchanged over the
month. The only noteworthy movements were a decline for the
second month in a row in lumber and wood products, which reflect-
ed the problems in the construction industry, and small job gains
in several of the nondurable goods industries.

The average workweek declined 0.3 hour in September. It is diffi-
cult to interpret this decline, since this year-unlike other years-
the survey week included Labor Day. The holiday may explain at
least part of the drop in hours, but we have no way to quantify this
effect.
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RELEASE SCHEDULE

I want to take this opportunity to call the committee's attention
to possible delays in the future release of some BLS data.

The Bureau of Labor Statistics is proud of its record of maintain-
ing the shortest possible interval between the compilation of data
and their release. In the past, we have been able to keep the inter-
val to a minimum by performing some of the work-both compila-
tion and printing- on overtime.

Because new budget constraints will severely restrict the use of
overtime, we will have to delay the issuance of some future re-
leases. As soon as we have worked out future release schedules, we
will announce them to the press.

My colleagues and I will now be glad to answer any questions
you may have.

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11 ARIMA method X-11
Unadjust- 12-me method Range

Month and year Unaus-12-mo (former (cols. 2-M d rate Official Concur- Stable Total Residual extrapola- official 8)
rent tion method)

(1) (2) (3) (4) (5) (6) (7) (8) (9)
1980

September .... ........... 7.1 7.4 7.4 7.4 7.3 7.3 7.4 7.5 0.2
October.................................. 7.1 7.6 7.6 7.6 7.5 7.5 7.6 7.6 0.1
November ..... ......... 7.1 7.5 7.5 7.5 7.5 7.5 7.5 7.5.
December ..... .......... 6.9 7.4 7.4 7,4 7.4 7.4 7.4 7.3 0.1

1981
January ...... ......... 8.2 7.4 7.5 7.4 7.5 7.6 7.4 7.4 0.2
February ..... .......... 8.0 7.3 7.4 7.2 7.4 7.6 7.3 7.2 0.4
March ............... 7.7 7.3 7.4 7.2 7.3 7.7 7.3 7.2 0.5
April........ ....... 7.0 7.3 7.3 7.3 7.3 7.3 7.3 7.3.
May ............... 7.1 7.6 7.5 7.7 7.8 7.4 7.6 7.7 0.4
June......... ...... 7.7 7.3 7.3 7.4 7.3 7.2 7.3 7.4 0.2
July ............... 7.3 7.0 7.1 7.2 7.0 7.0 7.1 7.2 0.2
August ....... ........ 7.2 7.2 7.2 7.3 7.1 7.2 7.2 7.3 0.2
September.............................. 7.3 7.5 7.5 7.5 7.5 7.5 7.5 7.5.

(1) Unadjusted rate: Unemployment rate not seasonally adjusted.
(2) Official rate (X-1t ARIMA method): The published seasonally adjusted rate. Each of the 3 major 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 independents using data from January 1967 forward. The data series for each of these 12 components are extended by a yoar
at each end of the original series using ARIMA (Auto-Regressive, Integrated, Movini Average) models chosen specifically for each series. Each
extended series is then seasonally adjusted with the X-It portion of the X-It ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unemployment before seasonal adjustment. 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 seasonall adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-Jane are compuled at the beginning of each year; Extrapelated factrs for July-December are computed in the middle of the year
after the June data become available. Each set of 0-month factors are published in advance, in the January and July issues, respectively, of
Employment and Earnings.

(3) Concurrent (X-ti ARIMA method): The procedure for computation of the official rate using the 12 components is followed except that
extrapolated factors are not used at all. Each component is seasonally adjusted with the X-It ARIMA program each month as the most recent data
become available. Rates for each month of the current year are showo as first computed; they are revised only once each year, at the end of the
rear when data for the full year become available. For example, the rate for January 1980 would be based, during 1980l on the adjustment of data
from the period January 1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the
official procedure, the results of this method will be identical to the official rate at the end of each year when the most recent observation is
Dtecember.

(4) Stable (X-11 ARIMA method): Each of the 12 labor force components is extended using ARIMA models as in the official procedure and
then run through the X-ti part of the program using the stable option. This option assumes t seasonal patterns are basically constant from
year-ta-year and computes final seasonal factors as unweighted averages of all the seasonal-irregular components for each month across the entire
span of the period adjusted. As in the official procedure, factors are extrapolated in 6-month intervals and the series are revised at the end of each
year. The procedure for computation of the rate from the seasonally adjusted components is also identical to the official procedure.
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(5) Total (X-11 ARIMA method): This is one alternative aggregation procedure, in which total unemployment and labor force levelo are extended

with ARIMA models and directly adjusted with multiplicative adjustment modots in the X-t1 part of the program. The rate is computed by takingseasonally adjusted total unemployment at a percent of seasonally adjusted total civilian labor torce. Factors are eatrapotated in 6-month intervals
and the series rovsned at the end of each pear.

(6) Rteidual (9-11 ARIMA method): This is another alternative aggregation method, in which total emptoymeot and civilian labor loace levelsare oxtended usiog ARIMA oodets and then directly adjasted with multiplicative adjustment models. The seasonally adjusted unemployment level is
derived by subtracting seasonally adjusted employment tram seasonally adjusted labor force. The rate is then computed by taking the derivedunemployment level as a percent of the labor force tenet. Factors are extrapolated in 6-month intervals and the series revised at the end of each
year.

(7) 12-month extnapelation (9-It ARIMA method): This appsoach is the name as the official procedure except that the factors are extrapoiatedinI12-month intervals. The factors for tanuary-Nuecmber of the current pear are computed at the heginning of the year based on data through thepreceding year. The values for January through June of the current year are the same as the official values since they inflect the same factors.(9) X-t I method (former official method): The procedure for computation of the official rate is used encept that the series are not extendedwith ARIMA models and the factors are projected in 12-month intervals. The standard 7-It program is used to perform the seasonal adjustment.Methodo of adjustment: The 9-It ARIMA method was developed at Statistics Canada hy the Seasonal Adjustment and times Senior Staff under
the direction of Estela Bee Dagumn. The method is described in The X-tI ARIMA Seasonal Adijustment Method, by Estela Bee Dagumn, Statistics
Canada Catalogue No. 12-564T, February 1980.

The standard 9-It method is described in X-It Variant of the Consas Method It Seasonal Adjustmenf Program, by Julius Shiskin, Alan Youngand John Musgrave (Technicat Paper No. IS, Bureao of the Census, 1967).
Seurce: UfS. Department of tabor, Bureau of Labor Statistics, October 1981.
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Totel loyer--s dortid fro the -othly ourwey of hosehold--fell by 675,000 io

S8ptesbar to 9S.3 .11li. Io rostr-ot, Kofr. payroll esploet--oe dorivd fro the sothly

srey ef *s.t-blidh tv-s-a bhoet -echaam d at 91.9 illio. Both e-plo~ynt s-ries had oho.n

little e-st is Augost.

1hassyl-o1nt

Th. lation' s neoploy t rate in Soptember. 7.5 percent. nd the -nbher of une.ployed

persons, 8 illio.n -re both up sorkedly fro= August. Tho increase vas concontrated .omng

persos. 25 years snd over, both s-s snd wooen Unemployent among persons 20-24 years, which

had shn considorahbl volatility io recent month. wan about unchangod is Sept-bher. (See

tabler A-l -od A-d.)
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controsting -ovooents .omog the racia1 groups. The rate for blachk sd other teenagers, 37.5

percent, r.tursed to sboot the Jaly level after as obnoroolly aharp i-cr.ose to 45.7 percent in

August. hil. the rate for white teenagers rose 1.4 percentage points to 17.0 percent. Overall,

the johbles rate for vhites inrrea.. e by 0.4 point to 695 percent is Septeber. while the rats

for bltck sod other korboro was unchanged at 15.1 percent. Black jobles..es. remained ahove the



7

levels recorded *t the height of the 1980 reces.io., wherea. white jobless rats. were still

slightly helow recession highs. (See table A-2.)

The comber of onoeployed person who lost their laot Jobh rose 410,000 to 4.3 aillioc in

September; this iocreape woo sboot eqoally split herteen layoffs and permsent separations.

Job-loss oneeployent acc...ted for more than 53 poorest of total joblessnass--the highest shore

this year. (See table A-7.) The nunber of persoos une.ployed Iss thee IS .as. iocreaned,

while long-term joblessness (15 weeks or longer) was onchanged in Sapteehar. Cons.qoently, the

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

Quarterly averages F Monthly data F
I I

Category I I I Aug.. -
i1980 I 1981 I 1981 I Sept.

I I I I I change
_ _III 11 I 1 II [ Julv I Aug. I Seot. I

HOUSEHOLD DATA
I. Thous.nds of serso.s

Civilian labor force ..................... 1104.9821106.7681106.4341106.4641106.6021106.2361 -366
Total employmeot .. I....... 1 97,0611 98,8681 98,7251 98,9621 98,9441 98,2701 -674
Unemployeot .1 7,9211 7,9001 7,7091 7.5021 7.6571 7.9661 309

Not in labor force . 59.4931 59.3771 60.2741 60.0821 60.0931 60.6481 555
Discouraged workers. 1 9611 1.018| 1.0501 N.A.j N.A.1 N.A.| N.A.

Percent of labor force
Uo.eploy.ent rates: II I T

All workers .......................... 1 7.51 7.41 7.2! 7.01 7.21 7.51 0.3
Adult en............................ 6.61 6.11 5.91 5.61 5.91 6.21 0.3
AdMlt won ........................... 6.41 6.61 6.61 6.71 6.51 6.81 0.3
Teenagers ............................ 18.41 19.21 18.71 18.11 18.81 19.31 0.5
Whits ............................. 6.71 6.51 6.21 6.21 6.11 6.51 0.4
Black and other ..................... I 13.91 13.71 14.61 13.61 15.01 15.11 0.1
hiapsnic origin ...................... 10.81 9.81 9.61 9.91 9.71 9.31 -0.4
Full-time workers ..................... 7.31 7.1! 6.9! 6.7! 6.7! 7.2! 0.5

ESTABLISHMENT DATA I
I Thonsands of lobs

Nosfarn payroll esploye ..ot............. 1 90,2131 91.546l91.595pI 91.
8 8

0191.929pl91.875pl -54p
Goods-producing industries .......... 1 25,3061 

2 5
.

7
411

2 5
,

9
4

3
pl 

2 5
,

9 3 9
|

2 5
.941pl

2 5
.94

9
p| 8 p

Service-producing industries ........ 1 64,9071 
6
5,805165,

9 5
2pl 65,

9 4
11

6 5
,

9 8 8
pl

6 5
,

9 2 6
pI -

6 2
p

I I I I I I I
I

Mours of work
Average weekly hours: i I I I I I I

Total priv-te nonfarm ............... 1 35.21 35.31 
3 5

.1pl 35.31 
3

5.
2
pl 

3
4.

9
pI -0.

3
p

M ..ofacturisg ..................... 1 39.41 40.21 39.7p| 40.01 
4
O.Op! 39.1pl -0.

9
P

Manufacturing overtie ............... 1 2.61 3.01 
2
.

9
p! 3.01 3.Op! 

2
.6pl -0.4p

I I I I I I I
p-preliminary. N.A.-not available.
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average (mean) duration of unemployment declined over the month to 13.7 weeks. However, the

median remained at 7.0 weeks, the level that had prevailed in the prior 2 months. (Sie table

A-6.)

The number of persons working part time for economic reasons, nomotias referred to as the

"partially unemployed." also rose in September. reaching a record high of 4.5 nillion. Most of

this increase occurred anong persons werking part time because they couldn't find full-time

jobn. (See table A-3.)

Total Efmlov.ent and the Labor Force

Total employment fell 675,000 over the month On a seasonally adjusted basis to 90.3 million,

and the employment-population ratio dropped 0.5 percentage point to 58.1 percent. The entire

decline occurred among white wurkers, primarily adult amEan. toploymeot among black and other

workers held steady at 10.9 million, the level that has prevailed over the past several months.

Total employment in September wan I million below it. all-tine high reached in May. though still

1.0 nillion above the year-earlier level. (Sie tablen A-I and A-2.)

The civilian labor force decreaned 370.000 to 106.2 million in September. This decline wao

concentrated among adult ao.eo, as their participation rate fell from 52.4 to 51.8 percent. The

overall labor force wan only 1.2 million above the year-ago level.

Discouroend Workern

The oumber of discouraged -orkern, at 1.1 million, wan up slightly in the third quarter of

1981. (Theso are persons who report that they want to amrk but are not looking for jobs because

they believe they cannot find any.) Those who attributed their situation to job-market factors

(about 70 percent of the discouraged total) accounted for tha entire over-the-quarter increase.

(Sea table A-li.)

Induntry Payroll Etpluvuent

Total nonagricultural payroll employment, at 91.9 million in September, wan about unchanged

fron the levelo of the previous 2 months. This stability was in marked contrast to the job

increanes registered during the first half of the year. Although payroll job growth has slowed

considerably in the last quarter, the number of no-farn jobs wan 1.4 million higher than a year

earlier. (See table B-i.)
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Employment in sanufacturing was unchanged from August, as snail gains in sevIeral nondurable

goods industries were partially offset by a drop in lumber and wood products. Employment in

construction, which had shown none growth in the latter part of 1980 snd early soothe of 1981,

fell by 20,000 in September and has declined by 165,000 since April. The onuher of construction

jobs in Septesher was below the July 1980 recession trough level. Employtest did rise in

aining, however, as a result of continued strength in oil and gas eatraction.

Employment in Stote and local gover-n-et showed a 145,000 declise after adjustment for

seasonality. On en unadjusted basis, State and local government posted an over-the-month

increase of about 350,000, which was not as large as usually occurs at this tine of year. This

smaller than usual job gain was largely the result of fewer teachers end other school personnel

being hired or rehired by local school systems at the beginning of the school year. Some of the

decline was also the reoult of a teachers' strike in the Philadelphia school system. Elsewhere

in the service-producing sector, job gaios rootinued in the services industry, an employmeot

rose by 85,000 over the =onth.

hours of Work

The overage workweek of production or .o.nupervisury workero on private nonagricultural

payrolls dropped 0.3 hour to 34.9 hours in September. This decline nay be rolatod to the

unusual occurrence of the Labor Day holiday in the survey's reference wekb. Since entablishnent

payroll records report the number of hours paid, the decline in hours may be overstated to the

extent that some persons were not paid for the holiday and others worked fewer overtime hourn.

This was particularly evident in manufacturing, where the wurkbuek wan down 0.9 hour to 39.1 and

overtime hours were off by 0.4 hour to 2.6 hours. (See table B-2.)

As a result of the decline in the average workwek, the iden of aggregate woekly hours of

production or nuns.pervinory wurkers on private soofors payrolls decreased 0.9 percent is

September to 108.4 (1977-100). The amaufacturing index declined sharply from August--l.9

percent. Both indexes were up by a little over 1 percent fro. September 1980. (See table B-5.)

Sourly and Weekly Earninos

Average hourly earnings of production or nounuporvinury wurkern on private nonagricultural

payrolls wore unchanged over the month (seasonally adjusted). Average weekly earnings, however,
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showed a denise of 0.9 prcent doe to the reduction i -verage hours. Before adjostnent for

ses.onality, verge hourly sarsins oved up 7 cents in Septe-boer to S7.37, 58 ce.or aboy. the

year-esrlir level. Average weekly earnigs vere $257.95, dowo $1.93 fron Aogust hot $18.26

higher than Septenber a year go. (See table e-3.)

The Hourly Earnins Ioden

The Searly Eroings Ioden (HEI) was 141.0 (1977-100) after ae.sonal edjost.eot in Septeeber,

an iocraase of 0.3 percent over the previous month. For the 12 months ended in Septenber, the

incre.e (befes ae. l djustment) we- 9.0 percent. The HEI enlded. the effects of two

types of cheses unrelated to underlying wge ruts uovenwnts--fluctuatioos it overtine in

Menufscttrig d ietsrind.stry eployns.t shifts. ln dollars of constant purchasing poer, the

HfI decras.d 1.4 perr..t doring the 12-nooth period ended in Agust. (See table 8-4.)

Revilions to Household Dta Series

Efective with dat for Ja--ary 1982, population costs derived
from the 19S0 Decenni l Cessee will be introduced into the *stination
procedures used in the Current Popolation Survey. Date for 1980 and
1901 vill he revised based on the se vrensun populetion *stinetes.
Provisinal adjustmnts in the mjor data series for 1979 bark to 1970
will Isio be ede end will be introdured with the release of Joonary
1982 det.
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Explanatory Note

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

The establishment survey provides the information on
the employment, hours, and earnings of workers on
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 sample includes approximately
166,000 establishments:employing about 35 million
people.

For both surveys, the data for a given month are ac-
tually collected for and relate to a particular week. In
the household survey, unless otherwise indicated, it is
the calendar week that contains the 12th day of the
month, which is called the survey week. In the establish-
ment survey, the reference week is the pay period in-
cluding the 12th, which may or may not correspond
directly to the calendar week.

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

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

selected so as to reflect the entire civilian noninstitu-
tional population 16 years of age and older. Each per-
son 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 IS hours or
more in an enterprise 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 between labor
and management, or personal reasons.

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

and waiting to be recalled and those expecting to report
to a job within 30 days.

The civilian laborforce equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing 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 com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

----The household survey, although based on a
smaller sample, reflects a larger segment of the popula-
tion; the establishment survey excludes agriculture, the
self-employed, unpaid family workers, and private
household workers;

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

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

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

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

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

force and the levels of employment and unemployment
undergo sharp fluctuations due to such seasonal events
as changes in weather, reduced or expanded production,
harvests, major holidays, and the opening and closing
of schools. For 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.

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor
force, easier to spot. To return to the school's-out ex-
ample, 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
determine 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 com-
parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian 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 in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing 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 civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June
period and again for the July-December period. The
January revision is applied to data that have been
published over the previous 5 years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, along with the introduc-
tion 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 dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
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 numericai value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;
and, for the overall unemployment 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 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 anhually. 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 .24 percentage point; for teenagers, it is
1.06 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 statistics and other information
In order to provide a broad view of the Nation's

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $3.25
per issue or S28.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A check or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions 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 provided in tables
M, P. Q, and R of that publication.
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Table A-& Selected emloyment Irdictos
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Table A.S. Maimr uneamploymenot Indicators, seasonally adjusted
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Table A*7. Reason for unemployment
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Tabi. A-B. EnlpF- m.M 0 of The bbck Bod I _wftaW popuai
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Table A-1l. Persona not In labor force by mason, sex, and race, quarteuly averages
On 8u88

I 1 ~~~~~~~~1 0 1 18
I ~~80 1988 8980M 9901 I r.

8,8. .............l.. 58.5 27 59. 327 9 9.9493 59. 906 59. 820 59. 377 60. 276

Wb .......................... 53.9 50 56. 055 59. 239 59. 528 53.998 59..320 59.96.8
. . . ....... r..6... . ... 3,.88 3. 592 6.599 6. 224 6.068 6.9.58 6.4999

8I8,9189 . 0.~~~~~~~~~~ ~~199 46.298 91 29 4.293 9.078 1.77 .289
............... 28. 24 2 8. 9 2 8. 666 28. 862 28.296 28.093 2 8. 302

". .8.88........... 098 8889 0.9817 80.939 88.2529 .906.9
00...............5.598 5.90 3.9 50 .226 8.388 0.085 6.70

............................... 5.379 5.273 5. 605 5 .1566 5.0 5 5.569 .78c8o . 8. .o.00......... 36 62oo 58 4.6 1.521 852 8.2
088',8610y . 76~~~~~~~~~~~~42 6 52 75 79 80 72 678I629 1. 312 1.23 5 1.879 8.290 8.2426 8 .139

j~~~b '~1039 8. I187 968 1.055 8.88 I5 8. 088 8. 050
2.00.668.00..' . 7~~ ~ ~~~~ ~~09 889 669 697 876 003 776

329 1;. 290 29 358 2319 0816 278
9.33 8.9 .33 9.7 .62 809 8.72

8.8.8.688. 688.l 8~..... ........ 6.738 07.68 0 8 7.607 87.795 87.9647 87.09 8 9.I30-8

0.0 b n.n ........ - -... .. 15. 806 85.980o 1 5.962 86. 001 1 5.92 5 16.7308 86. 769

............................ 8.555 1 8.29 8.825 I 1.27 8.-928 8. 771 9. 761
. . ....... ......... 4.02 060 785 720 795 746 660

888.28. 8O~~~~~~~~~~~v .~ 3 27 288 338. 307 27 7 319 305Th6,6 ~~~~~8.868.60. . 62~~~~~~3 620 367 370 372 399 366
................ 600 661 355 630 376 706 806

. ........... .. ............ 61 .790 9 1.0 86 68.89 6 6 2. 1 6 1.873 41 .566 9 1 .966

. . ..... .......... 37. 966 30. 169 308.2088 8 4� 9 368 7.0 73 38.088 38~.899

..... . ...... 3 ,~ I.82 3. 766 3.78 3.759 3. 986 3.797 3,733
9..,,...0.6,ng 82.89.8n 678 860~~~~~~~~~~~~~~" 751 766 726 756 703

............ ... 685 360 621 603 9737 027 37
180,.02.1.6....... 29 1. 382 1 .2735 1 .879 8. 290 1 .26 6 8.8763
856n. pb.6...... . 61 6 697 596 685 787 6 19 686

.............. .... 930 938 770 766 711 753 768

881 .n0 . ....... ..........ln50. 860 58.,228 59. 599 51.870 58 .789 51. 2 18 58. 969

0.00... .........n - -- 66.908 67. 383 67.56 5 67.796 8 7. 198 67. 332 67.-19

W8,J. .... ...... 3.9~6 0 3. 9815 6. 139 8..128 8.328 6..022 606~5
A..,. ..80.66~~~~~~~~~ 88..2..8 . 586 ~~~~~~~~ 526 I 8.08 9.059 8.095 9.039 978I~~~h.28686.0819.~~~~~~~~501 665 516 5 193 576 500 085

9 .120 990 953 907 96'7 966 088'Tnnn8njn. 705 756 681 686 75 6 676 730
8.050 1 .882 90 3 960 936 86 8. 011I

88M8..8. . ............. -... 7.667 8.099 7. 982 8.036 8. 169 8.88.0 8.350

0.00.668.00.8 6~~~~~~~~~. .... .2468 6. 761 6.669. 6.662 6.558 6.602 6.985

8.820 8 .357 8 .526 8.6402 9.86 2 8.5378 8.69
8n81.60'ng 9.8,.Ir.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~a. 252 276 881 986 627 859 695~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~"4,46 2

88828.,86 d26 18 2 187 2 70 2 57 80
800.,in..298 . ~~~~ ~~~~ ~~~309 322 285 269 362 266 2998Th~~~k...8.689... ..0..... 335 362 29 35 395 325 301

23 20 25 18 2 09 23 87

* a...888. 88 5.- - .-9 89880k - .-.. 89.8.- .., ~ h.



21

HOUSEHOLD DATA
Tb A-12. EmqPI. M Of 9 pop sl.lor.8 tsp thm S

HOUSEHOLD DATA

6..62......... ....
_..

0..222".04.5 ....4......

0. . . ... ..................

...........

.b, , ...........................

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

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

3m.,...........

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

.* ... ....... ....

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

#". ... ................ ......

. :.. .. .. .. . .. .

2
.22..o.0 . ~ .......

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

G . .. ... ... ... .. ... ... ..

Cio l_ 4,0 .............. ........I

uion .- .. .

_S.71
198a,

I 10e

22.2

31,20
I22,

2:

13.32

3.6

76

6.53.'26s

3.52

8. 9 1

I,5

3.33

62.99

3.2

2. 6.9g .o

6t Au. *et

10 I.8 10 I'l

2 2382 2392,

29 22,466 17.493

89 12 . 2 1. 53

i. 6.9 2 .

28 2.289 2.222
05 4,122 4,135
I2 3.599 3,503
53 228 332
2 6.2 8.0

26 6.382 8.356
.4 3,392 3.492
.8 3.132 5. 034

74 43 46 38
6 8.0 8.0

3) 4,432 4.461
14 3,042 2.950
*2 2.822 2.252
23 228 293

6 2.2 6.5

27 .882 6,888
65 4,461 4,324
61 2 3.92 3.900
4- 492 463
2 22.0 20.2

2X 5 620 3,622

30 3 322 3.236
8 32335 32295S

1 6.6 6.3

22 23 332 13.338
W8 8034 2.833

S 568 344
2 2.0 6.9

4 8 045 80049

9 * 02, 4,593
il 488 3522

3 .4 22.0

i- 9 003 9.009
32 5 30 33394
2r 5 03 4,933

2 27 8.62

2 9 326 3,993
6682 6,7222
6238 6.368

3 83 335

_ 880.
_l0.7

21 2.221
10. 44 2

6 .9

2 008
3.899

8,334
5.443

A93

9.413

2.932
2,262

10

6.82
6.322
*. 3 02
3.236

1 66

3.32

2,3332.330

3. 75T

2.2

1:1123

2,934

7 .370.

3.2

7,99
6.654

9 .1

8 964
3.399

B..

9.29

6.80

6.290

27 389

12,2 42
423066

6 .5

3,845
305
2.3

8.368
5. 542
3. 60

*87

6.448
2.917
2,263

6.864
4,42 0

'499

.6 26

3. 388

I.13,333
8. 003
2393

1.5

8,031
3. 229

5.4 23

5.0029,T

8.326

*92
6,264
6.403

3 61

_ 7. 1.2
2982 2980

22.422 28.444
22.324 ,2.340

0.I59 20,321
252 829

6 7 1 2

6:1~.2 2.2"

2,33 2.32

4,020 6,225
3.824 3.890

246 243
.0 .0

7.71 7.5
8. 7 ,369

4,432 4,453
2.392 2.966
02,T46 2,.,232

61. 6.6

6.820 6.826
,425 4,423

3. 946 3.923
689 300 I

20.6 11 3

3.611 3.625
3.323 3.336
3. 322 3.342

2.0 6 .0

23.336 23.339
8.223 2,903
2.,327 2,362

638 002
8.0 2.6

8.032 6.042
5.225 5.246
4.2 4.9*,686

406 639
2.9 89.

8.,993 9.004
3.399 5,*44

8.0 2.9

9.942 *9.60
6.625 6.646
6.232 6.302

443 339
6.6 5.2

445.-i : 1.1~ 8 7.

22.4 66

2.36 29

2.289

3,900

6.d

8,381
3.546

3*06t

2, 392
2,283

6,89

I.82

63

l1.1

9. 52

23,332
2,832

',1

5,047

21i

3.222

8.3

8.003

5,485

2.6

8.32 6
4.623

4. 22}7

_-

28.4 93

112,348

t2

38 2
2,202

4,2 3
302
7.3

t,.386
3.3205.0521

i63
8.1

4,461
2,362
8.2T3

68

N.38
't83,824

3.482
3,263

2 32
6.6

2 3, 3 8
2,362
. I T

6.8

6.049

4.32

8.008
3, 403

8.2

6.,9
3 743

I I...
29. 8w4., -4.--,.- .ma - - -
6842�4ja4� .a2�

30� - 8 435443 W�.6 2.� -. .�d6. 8. amnO... .8
F..4 8.jm 0�

_ _ f _ ]sw



22

ESTABLISHMENT DATA ESTABLISHMENT DATA

T.bI. 8.1. Ensploy-.8. Don~~o9o p.v,.1I.s by indl.Sry

Io - ,- I ~ 8I .p .F ~ .,. Sp.O 8.6.I 9. ISI6 I J9 I*g I S89

in., I. _____ F~~~~~~~~~~~~I~lll IS- [1

0T.W............... 9 0. 638 91. 600 91. 62 6 92. 0026 90.989 99, 564 991,6915 991. 880 9 9.999 99.1a3

C..d.I~~ ...................... 200.8650 0 26.046 06.9I31 2 6.30 2 5.645 , II 01 951I.981 9 25. 93 9 295. 9 1025.949,

Mining ....... .030 I9.1 505 1.910 9.9 60 1. 0021 9 50 9.99 to I.10 3 .15 2 9 .960

Co,,8. 9,................ . 1693 4.5 54 9. 513 I.4I95 9. 36 2 4,.339 I.286I 1 .2 I9 9.7 I.253

92w.,9 ..... ... 90.999122 : 0.31 2098 00.68: 5 90.0 60 90.999I 90,699' 20.515 1 305 11 20. 36
98.939 98.908 94~~~,94 9643 9.I:99 9.811,3 9 I38 98.30 9.35

oWj,IIIIa 999............... I90 99,998 , 91 992t 99330 99,908 9 :.5 '9921 9.9:3 99.330 9 2.316

6........ 93.6 .09.6 009.9 680.4 08 1 69 19 I8 0

96. 61.0 9896 49. 4695 48 486 48 I96 9901
9655 6I . 6. 666. 659 60 58 65 80 3

9,092.0 9.913 5,5 9,959.8: 9,949.9 9.89 9 49 .49 9,990D 9.9 .4

E . . ......... 9,0079. 6 2,938.: 9 2,995~l.9 2.969 ,0 2.00 9.9913 9.99 9.94 3 .6 .6

0056 02. 02 6.9 09. 3 00I9 9 0932 000 39S

5.8 I306 59 590 5401 D :851 549 5:86 582 585

9,209.3 9,099.0 ~~~~~~~~~~I.9.0,3 I, 995. 9.91693 9.058 9,96o 9.20 S . .8

698. 896. 00.0 I0. 0 9 9 9 9 0
. 9,255.9.... 433 S 69,996.5 0,899 .I5, 9,90 9,083 9,089 69.29 D.9 .32

5,9t.0.699,,9 . 64.~~~~~~~~~~2" 09 65 I. 55 65 095 7 65I698 65.96 689I 65.5 9 190 589 9,8 60592

.29939.9.5.959 5.900~~~~~~~~~~~~ 59.90 5.905 5.929 5,9483 5.49 5.2960 5.298 5.93

9.69,10,16. 03.020~~~~~~~~~~D I5399.3 55095 6 5369.6 95I3 .93 95.49
F~nas.,9,,.068.W~~fI999 . 520 25.908 1 5.608 2 3.35 ID.906 I 5.36 ,33 534 5,5 5.35

086669 98~~~~~~~~~~~~~1 .080 99809,4 0879 8.0. 1854 98309,9 8630,5

........................ 15,4 9I 5,380 I,1 9 5.5 95,42 6 96,983 16,5 l95 1 199804 65.99 99,92 15,6

T-- ~ ~ ~ ~~~~~,5 989 080 ,3 909 200 .8 001 800 ,9
. ..................... 90,0805 592,554 90.350 00,696 5 90,40 93,05 93,259 93.29 3.58 . 9.008



23

ESTABLISHMENT-.DATA, ESTABLISHMENT DATA

T.bl. B-2. A--..g w.ktV f- of podeplion Or n.8a-p-ri-02 wd.3flp812t

no~a~oMPfftII by d ~

Sep. I 33 I .39. I SO -t. ISo.I 8, 23; 35 I nS.. PISpt

Tolpodnt ............. 35.23 35. 6 35. 6 3 5.0 15. 3 35. 3 35. 2 39. 3 35. 2 33.9

M6l~.. ................... 3.5 33. 5 34.0 3. 2 2 12 1 2 323 3213 323 32

Co.Pt .w .................. 38.20 37. 7 23.3 3 5.6 32) 321 123 121 (23 323

MfolS.6................. 39.8. 39. 6 39.08 39.3 34. 6 3.0.3 D0. 62..0 30. 0 39. 1
08,. ................ . 3 . 2. 8 3. 0 2.8. 2. 7 3. 2 3. 0 3.20 3.0 2. 6

W8 g- .................. 22.2 39. 9 60. 2 39. 6 60.1 4 0.8 60. 5 325 30.5 3 1.4
P34....... .... . .. 2. 9 2. 8 2. 9 2.27 2.7 3. 2 3.20 3 .0 3.30 2. 5

. .508. 8.&4 ........... 39. 3 33 .2 39.20 33. 2 38.27 39.80 39.0 38. 8 38.6 017.6
1343.534..23,8 38.~~~~~~~~~3 37.8- 38.27 38. 3 3 3. 1 3~. 0 32..9 38. 5 38.2 31.1I

5.0. 8433 .348n.0 31.3 3~~~~~~~~~~0.8 I 61. 39.9 30.8- 63.0 608a.9 8. 39.6339 33.3 60.6 39.0 333 3. 0. 35 . 39.6
846 344.3438,084.304 2~~~~~~~0.5 39. 23.3 39.6 30.3 30.9I 3.2 0.5605I 9.

n..v~~~~n..oppoi 61.0~~~ll: 22.61 20.27 39. I,0.9 636 6.12 81. 6.2 33.

602 0. 60. 5 39. 390.27 61.3 6.2 81.2 43. 39.1483.20.2.4348p..23 . 30.3 ~~~~~~~~~~33.9 302 39. 30.2 . 30.6 60. 62.5 6 0.6I 33.
3 9. 33. 5 389 38.7 28 3. 33.1 392 3.9 3.

8
3l233n3................39.3l 12 3.3 39:.6 39.0 39. 39.61 39. 39.3, 329.3 38.
848,. ................ . 3. 2. . . . 3 0 2 . .

F342.236,p&.3p.334343 60.3 39.~~~~~~~ ~~~6 3.0. 39.3~ 39.27~0 330 .
94~~~334444334434 ~~~~~~~~30.: 2 38.61 30.5 60.31 323 323 323 I 32 3i......334344939.8 9 39.2 339 33. 38 6. 3. 2 6. 00 .
841433333.334p.23023,8 . ~~~~~~3 5. 2 363 36. 3 35. 2 35.2 36 0' 36 3 5. 3.1 35.

4.3221,343023, 62.3~~~~~~~: I 11 32. 32. 33.0 62.2 .2.08 6227 I 32. 62., 29
N,302..2330p~~~~~~~~~~tp 37.2 ~~~~ 37. 32.ljI 36.9 37.6 37. 3.1 3 72.3 ' 3.

P444~~~4.0.3,.dp....303 . 31.3 03.5 93.4. 32.2 I ~~~~~~~~~~~~~~~~ 61.7 31.2 63.0 33.7, 22.34 -I 1.
333 4. 23. I0.0' 62. 33.8 11 1.36 3.-1, 32. 3,2.9

0442420 8340341.4&p3, . 60.3 SO.0 64.3 33.8~~~~~~~~~~1: 0. 2 333 1. 60. 40.8 8.
I.3344343341..p2, ....... I 38.,3 '36. 2. 35.8 36.3~ 37. 1 37. 36.51 39.1 35.9

32.2..................39.7 39.8 39.31 38. 9 123 32, .23 323 323 323
M~ PP ~l .................. 3 2. 2 32. 8 32.27 32.31 32.31 32.31 32.31 32 .2 31

p8144..33.8.a . ~~~~~ ~~~~~ ~~38. 5 38. 8 3...8 3 8.5 30. 5 38.5 3 8. 5 387 3. 3.
8.3-P. 30.2 30..9 33. 9 30. 2 32. I 3.1 30.1 8. 3 0.1 30.31 30. 1

408.................3 6. 1 36. 3 36.3~ 3t..1 323 323 323 321 323 323

Ooi...................3 2. 6 33.2 32.3 3 2-. 32. 6 32.27 3 2.5 32. 5 32.4P 32.6.

8.444 1423483- 434 3 3323.4. 420423,3 - = 3.0340 4.423 I , ' 31. 3 3 .2 ,33430 -334 34.34.8 -3 031433 -1332 342,34
6 p~3223,.3 4 334.8p .4..6 .. 1 -.3 48043i

4 3
.3-2 5444384.3 378.430443 .0 3344448 4804 64.082 - 3340

.0-. P84.; 8. 3.. 02303-3..184834.. , 3348
P-0

2 3
134.513 48 p8 342 838341,0.3 .1.2430323113.



24

ESTABLISHMENT DATA ESTABLISHMENT DATA

Table 8-3. Average hourly aed weekly earvioge of prodaction or ceesapervisory workers ye private
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Table B-B. Indexes of diffusion: Percent of industries in which employment' inornsed
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Representative REUSS. There is a rollcall vote on and I am going
to excuse myself and hope that our media friends can cool their
lights for 4 or 5 minutes, and I will be back.

[A brief recess was taken.]
Representative REUSS. The committee will be in order. Commis-

sioner Norwood, that is very disquieting, bad news you have had to
give us. I cannot recall another quarter in which the unemploy-
ment rate has gone up by a full half percentage point for some
years. Am I in error there?

Ms. NORWOOD. In 1980 --
Representative REUSS. A third quarter rise from 7 to 7.5 percent;

I did not see that sad record equaled until you get back to the re-
cession of 1975.

Ms. NORWOOD. We did have, in the 1980 period, a very sharp rise
in a single month between May and April.

Representative REUSS. Right.
Ms. NORWOOD. But you are right; this is a large increase.
Representative REUSS. It is particularly disquieting since Presi-

dent Reagan's economic program has been in place for months, the
budget and tax policies were made known in February, and were
enacted into law by Congress in record time. The monetary policies
of the administration have prevailed ever since the inaugural in
January. And just as it was discomforting to find the stock market
and the bond market reacting so badly in the last few weeks, it is
much more seriously discouraging to see unemployment increasing
by 500,000 people in the short span of 3 months, and the country to
be greeted by a recession.

Let me ask you a little bit about that. Of course, we will not have
a formal pronouncement as to whether we are in a recession, as I
understand it, until October 21. Isn't that the date that the Depart-
ment of Commerce is scheduled to come up with its formal an-
nouncement of whether or not there is a recession?

Ms. NORWOOD. Mr. Chairman, it is the National Bureau of Eco-
nomic Research which is the specialist in the country in business
cycle analysis. The National Bureau has a committee that normal-
ly meets and determines the peaks and troughs, beginnings and
ends of recessions.

There is, as you say, a shorthand definition of two quarters of
negative GNP growth. But the National Bureau has always insist-
ed that that is not in itself a definition of recession, and that what
is really needed is a deep and pervasive reduction throughout the
economy. And it is not clear what determination they will make.

Representative REUSS. That is private body.
Ms. NORWOOD. Yes, sir.
Representative REUSS. But the definition ordinarily used is two

quarters of negative real economic growth; is it not?
Ms. NORWOOD. Many people use that definition. The NBER does

not. And they are the official arbiters.
Representative REUSS. You are telling me something I did not

know. The National Bureau of Economic Research; Arthur Burns?
Ms. NORWOOD. That is right. It is now Martin Feldstein.
Representative REUSS. Right, and they are the official--
Ms. NORWOOD. They are the ones who are the experts in this

field, and they have a committee which gets together and reviews

93-880 0 - 82 - 3
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the data, and once they have made the pronouncement, the Depart-
ment of Commerce uses this data in its Business Cycle Digest, BCD.

Representative REUSS. Has there ever been a case in history
when this official, unofficial body, the National Bureau of Econom-
ic Research, confronted with two successive quarters of negative
real economic growth and said: Ah, thank God, we do not have a
recession because it is not deep and pervasive enough?

Ms. NORWOOD. Yes, sir.
Representative REUSS. When?
Ms. NORWOOD. I am not sure. I could check that and put it in the

record if you would like.
Representative REUSS. I wish you would. We are on shifting

sands indeed if the length of the private econometrician's foot is
substituted for what the statistics tell us.

[The information referred to follows:]
In the post World War II period, there have been no instances of two quarters of

decline in real Gross National Product when the National Bureau of Economic Re-
search did not declare a recession.

Ms. NORWOOD. I might read you a short quote from Geoffrey
Moore, member of that committee, which says:

To estimate whether a recession has developed, we look at many economic indica-
tors, in terms of what I have labeled the 3-D's: depth of decline; duration of decline;
and diffusion of decline, or how widely spread among various industries the decline
happens to be.

Representative REUSS. OK.
Let's take the gospel according to Geoffrey Moore and look at

this, the second quarter was a quarter of negative real economic
growth; was it not?

Ms. NORWOOD. Yes, sir.
Representative REUSS. So if it turns out as I unhappily suspect is

the case that the third quarter was also a quarter of negative eco-
nomic growth, we would have a case which at least should excite
the attention of the committee of the National Bureau of Economic
Research. This is a warning signal; maybe you have a recession; we
must look more closely.

Is that not so?
Ms. NORWOOD. I leave it to them to decide what they are going to

call it, but it is certainly true that the economy has not been
moving upward.

Representative REUSS. It is true that upon occasion the National
Bureau of Economic Research has blown the whistle and declared a
recession when there there not two successive quarters of negative
real economic growth. To wit: In 1980 they blew the whistle on
poor President Carter, with only one negative quarter. They pro-
nounced it a recession.

Is that not so?
Ms. NORWOOD. I think they did determine that a recession had

occurred. But I believe that that was because they had looked at
their broad definitions and the spring quarter of 1980 showed a
very, very severe, drastic change in the economy.

Mr. Chairman, I am not a business cycle analyst. And I really
cannot speak to the specific definitions. I think the important point
is what the data show. And the data show clearly an increase in
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unemployment and at best a very, very flat economy, and in some
sectors of the economy, particularly those that are affected by in-
terest rates, severe downturns.

Representative REUSS. That observation of yours is certainly rele-
vant on the question of the depth and the dispersion, and I want to
pursue this a bit with you.

Sometimes in a given month we get increased unemployment al-
though we also get increased employment. And so we say there is a
Balm in Gilead. Some people got laid off but more got hired. So all
is not lost. Was that true in September?

Ms. NORWOOD. No, sir.
Representative REUSS. What happened?
Ms. NORWOOD. In September, there was an increase in unemploy-

ment and a decline in employment in the household survey and
total employment. The employment population ratio, that is the
proportion of the population of working age who are employed, de-
clined.

Representative REUSS. I think you have observed also that one
can no longer explain this increased unemployment of some half a
million people in a 3 month period of the third quarter on the
ground that well, housing and automobiles are suffering, and
therefore, things overall look bad. I think you just said that the
entire economy is flat.

Ms. NORWOOD. Yes. It is very weak. I think the employment situ-
ation is extremely weak.

Representative REUSS. Are there any bright spots in it, in the
employment picture?

Ms. NORWOOD. Services, as Mr. Plewes points out, have been con-
tinuing upward, although the increase in employment in the serv-
ice industries also has slowed down, but they are continuing
upward.

Representative REUSS. You spoke, and I surely have to agree
with you, of the special distress in those industries that are sensi-
tive to high interest rates.

Ms. NORWOOD. In particular, construction, of course, and some of
the allied industries which produce material for the housing indus-
try such as lumber and wood manufacturing.

In addition to some of the larger durable manufacturers that are
related to the housing industry, there has been a significant de-
cline in employment in the automobile industry over a period of
many months.

The employment in the automobile industry really has not gone
up as much as one would normally have expected after the model
changeovers. It seems to be relatively stable now over the last sev-
eral months at a significantly reduced level of employment.

Representative REUSS. When did the Bureau of Labor Statistics
take the labor sample, which gives it the base for its unemploy-
ment figures?

Ms. NORWOOD. The survey refers to the reference week including
the 12th; in fact, both surveys really do. They are conducted, of
course, subsequent to the reference week.

Perhaps Mr. Plewes might like to explain exactly how that is
done in both surveys.



30

Representative REUSS. In fact, when were the households asked:
Have you lost a job; or have you gotten a job, whatever your meth-
odology is?

Mr. PLEWES. Mr. Chairman, both of our surveys have the refer-
ence week of the 12th of the month. The household survey--

Representative REUSS. I did not hear you.
Mr. PLEWES. Both of the surveys, the household survey and es-

tablishment survey, have as a reference week the week including
the 12th of the month. In the household survey interviewers go out
in the week following that week and ask the questions of the
households. Most of the information is all collected within the first
3 or 4 days of the survey week, although there is some followup.

The establishment survey also applies to the week including the
12th. The industries that cooperate with us in this survey complete
the questionnaires as of that time and forward them to us, usually
the week or two following that period.

Representative REUSS. Thank you.
So one can say-and I have this impression-that the surveys are

in general conducted around the middle of the month, starting at
the 12th and it takes 5 or 6 days to get through them.

Ms. NORWOOD. Yes, sir.
Representative REUSS. Commissioner Norwood, in view of the

trends, isn't it likely that the situation today is somewhat worse
than reported, for the simple reason that this is a sounding made
essentially on September 15.

Ms. NORWOOD. Our data are always the first that come out every
month. Our data now refer to September. Most of the other data
that have been issued on things like industrial production, auto
sales, retail sales, durable orders and so on are for the month of
August.

So it is a little bit difficult to know statistically the situation
today. Our data should reflect some of that uncertainty. I believe,
however, that most economists who engage in forecasting are clear-
ly expecting a relatively lackluster economy, at least until some of
the tax changes have some effect, perhaps Defense expenditures
and perhaps also some of the other things that are in the works,
particularly what happens to interest rates.

I am glad that I do not engage in forecasting, so I do not have to
get involved in all of that.

Representative REUSS. You have already testified that the dis-
turbing thing about this month's figures is that they reflect a flat-
ness throughout the economy. Would you include in your listing of
such negative signs the unusually high proportion of layoffs in the
September figures? It was unusually high, wasn't it, as a propor-
tion?

Ms. NORWOOD. Yes, sir; very definitely. The news this month con-
cerning employment shows that the employment situation is not
strong. The household survey shows a clear drop in employment
and an increase in unemployment. The household survey, as you
know, is quite volatile, and it needs to be looked at over some
period of time. But I think that there are indications, within the
household survey and otherwise, that would show some deteriora-
tion of the employment picture.
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In the business survey that looks at nonagricultural payroll em-
ployment, we find a real flatness. There is no statistically signifi-
cant decline in the last several months. But we have revisions of
the business survey. In the last several months those revisions
have been downward revisions. And I do not know whether we will
have downward revisions next month or not.

I believe that we need to look at both of the surveys. I do not
think that we should discount the household survey. But I would
be surprised if the drop in employment, in September, was really
as large as the household survey showed. I think over a period of
several months we will find that there is a deterioration, but that
it is, not yet at least, very sharp.

Representative REUSS. In addition to the fact that layoffs devel-
oped as large in the sad story that you have to tell, is it not also
true that there were sizable drops in hours worked and in over-
time?

Ms. NORWOOD. Yes, sir; there were. And as I pointed out in my
statement, we are not quite sure what that drop in hours means.
We know that Labor Day was included as a holiday in the survey
in most establishments. That might account for the drop in over-
time hours. For example, those people who work on Labor Day did
not work overtime. That frequently happens.

Representative REUSS. But that is done every year.
Ms. NORWOOD. Except that Labor Day has not fallen into the

survey week for about 10 years, and so when we are comparing this
overtime, we have to be careful about that. There may have been a
drop in hours paid for on business payrolls.

What I personally believe is that there perhaps has been some
weakening of hours. But I do not think that we have objective evi-
dence of that because of the Labor Day holiday. And so we cannot
really determine exactly how much of this is due to the holiday
and whether some of it is due to an actual drop in payroll hours.

Representative REUSS. Doesn't this high proportion of layoffs and
this possible unexplained labor drop by hours worked suggest that
employers have been trying in the past to maintain job levels, but
that continued high interest policies have made it impossible for
them to do that, and they are now reducing jobs; firing people?

Ms. NORWOOD. That is possible. Anything is possible. I think it is
clear--

Representative REUSS. Likely.
Ms. NORWOOD. In the past, employers have not pared their pay-

rolls as much as many of the forecasters had expected. There is
some weakening there, I believe. Inventories have increased some
over the last month or so. And it is hard to tell where the employ-
ers will go in terms of their decisions on hiring.

Representative REUSS. All we do know for sure is that in mid-
September, the rate of unemployment ascended to something like
7.5 percent?

Ms. NORWOOD. Yes, sir.
Representative REUSS. Can you give us an estimate of the unem-

ployment, average unemployment rate for the next fiscal year, the
one that started yesterday?

Ms. NORWOOD. I will leave that to the Council of Economic Advis-
ers. They are much better at it than we are.
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Representative REUSS. The Council in its wisdom has suggested-
I think their current estimate is something like 7.3 to 7.4 percent
unemployment for the fiscal year that started yesterday. That is to
say, they project 7.5 percent for the 3 months of this year, and then
an average of 7.3 percent for the 9 months of the fiscal year that
takes place in calendar 1982, and somehow if you shuffle the 3 and
the 9 together, you come out with something under 7.4 percent.

Have I accurately reported the Council of Economic Advisers' es-
timate?

Ms. NORWOOD. I could check that.
Representative REUSS. They talk about calendar year, but I can

deal with it.
Ms. NORWOOD. I can tell you that two of the large forecasters,

Data Resources, Incorporated and Chase Econometrics, are fore-
casting 7.4 to 7.5 percent unemployment for calendar 1981, and
DRI is forecasting about the same for calendar 1982, and Chase an
increase to roughly 8 percent for 1982.

Representative REUSS. Let's suppose they are right, and the
Council of Economic Advisers is too optimistic, and the unemploy-
ment rate for the fiscal year that we are now in, fiscal 1981, aver-
ages out at 7.5 percent rather than at the somewhat under 7.4 per-
cent estimated by the Council.

If true, that alone would add $3 to $4 billion to the deficit, would
it not, by reason of lessened revenues and increased unemployment
and related expenditures?

Ms. NORWOOD. I do not know what the dollar ratio is, but clearly
when there is increased unemployment, there are increased unem-
ployment benefits and lessened tax revenues.

Representative REUSS. As a rule of thumb, I have heard men and
women say 1 percentage point of unemployment equals $30 to $40
billion on the deficit.

Ms. NORWOOD. I am not familiar with that.
Representative REUSS. You take issue with that?
Ms. NORWOOD. I really just don't know.
Representative REUSS. What about either of your colleagues?
Mr. LAYNG. I do not know.
Representative REUSS. I see.
So obviously, whether it will knock it galley west by $3 billion,

you do not know. But it will knock it into greater deficit, will it
not, if actual unemployment in fiscal 1983 exceeds the administra-
tion's projections? The administration's budget deficit projection
would then also prove erroneous, would it not?

Ms. NORWOOD. It depends on what else happens, I would think;
how the Congress disposes of the President's budget cutting pro-
gram, and what the effect of--

Representative REUSS. I am assuming that Congress will be
equally supine, as it has been, and it will do what Mr. Reagan has
requested. If such be the case and if the unemployment estimate of
the administration turns out to be too optimistic, then the budget
deficit is going to be greater than they projected; is that not a
matter of simple arithmetic and commonsense?

Ms. NORWOOD. I think there are some matters of simple arithme-
tic, and that is, I believe, why the administration has changed
some of the policies that they had established earlier. So it de-
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pends, really, as I have said, on what the policymakers, namely,
the administration and the Congress decide to do. I would hope
that everyone would continue to monitor economic development
and to shift policy as might be needed. But that is a policy determi-
nation.

Representative REUSS. On another subject, this week the Com-
merce Department's leading indicators show a decline in spending
for plant and equipment. When might you expect to see the effects
of this heightened unemployment, up a half percentage point over
the quarter, on the capital goods industry? Do the Commerce De-
partment's leading indicators suggest that businesses are pessimis-
tic about high interest rates and the possibility of averting a slow-
down?

Ms. NORWOOD. The leading indicators index that was released
the other day is negative. It went down five-tenths of 1 percent. I
have some difficulty in interpreting that, however, because the
leading indicators are revised quite frequently. For example, the
leading indicators had been negative for July, but the Commerce
Department, in its release of the August indicators figure, revised
the July figure so that it is now positive.

I am not sure just how to interpret that.
Representative REUSS. This month you report unemployment

rates of 15.1 for minorities and 37.5 percent for minority teenagers,
following big increases the month before, in August. What are the
rates for blacks as opposed to minorities in general?

Ms. NORWOOD. The figure that I was using in my statement that
you have used is for blacks and others. Now we do have a table at
the end of the release which separates out blacks only. Those rates
are high.

Representative REUSS. Can you lead me through that?
Ms. NORWOOD. Yes.
Representative REUSS. Is this table A-9?
Ms. NORWOOD. Yes. It is table A-9. It shows an unemployment

rate for blacks, that is the black population only, of 16.3 percent.
And then the Hispanic rate is 9.3. As you know, the unemployment
rate for Hispanics is generally between that of the blacks and
whites.

And I know you, Mr. Chairman, understand that there is a some-
what larger sampling error associated w.ith these rates because the
population groups are much smaller than the total.

Representative REUSS. It is of interest, although I do not know
quite what to make of it, that in the last year the unemployment
rate for Hispanics has decreased September to September from 11
percent to 9.3 percent and that for blacks has increased from 15.2
to 16.3 percent. Does that indicate a fundamental worsening of the
job market for blacks?

That is to say, if you put Hispanics in and call it blacks and His-
panics, it looks better than it really has been for blacks, because
Hispanics have happily done a little better.

Ms. NORWOOD. It is very difficult to look at these data separately,
because the error rates are rather large. I would prefer to say, as I
think I did earlier, that the black and other population have had a
very difficult unemployment experience. Their rates are still below
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the levels of the trough of the recession. And they have experi-
enced no improvement over the year.

There has been a statistically significant drop in the unemploy-
ment rate for Hispanics over the past year, and a statistically sig-
nificant increase in the rates for blacks over the past year. So you
are quite right that the unemployment rate for blacks has deterio-
rated.

As I said in my statement, I believe that that is a serious situa-
tion.

Representative REUSS. It is now October 1, and am I right that
some 270,000 CETA jobs have been canceled out between January
and October 1?

Ms. NORWOOD. I am not sure of the exact number, but you are
right that public service employment has been eliminated.

Representative REUSS. Can either of your associates indicate if
that figure is off base? Somehow that figure sticks in my mind.

Mr. PLEWES. That is a reasonable figure, I believe.
Ms. NORWOOD. We are not sure. It is a recent figure.
Representative REUSS. What is the percentage of blacks among

CETA workers?
Ms. NORWOOD. I do not know. We can submit that for the record.

I would expect that it would be high, a high proportion.
Representative REUSS. Well, then the dialog that went on last

February has not been fulfilled; black leaders, when they saw the
President's program, protested saying the CETA cancellations will
follow with undue hardship on our people. And the President said
in effect; don't worry. My program will produce better jobs in the
private sector, so they will just step off those deadend public jobs
and into a private job. That has turned out not to be so; has it not?

Ms. NORWOOD. I do not know about the cause. What I can say is
that the unemployment experience for blacks has deteriorated over
the past couple of months. That is certainly true.

Now whether these are people who have been employed recently
in CETA jobs or not is hard to tell. I did see some figures on the
number of people who had been placed.

I think the important thing is that this is a group of the popula-
tion which is experiencing severe labor market difficulty.

Representative REUSS. My point, of course, is that since as you
say blacks occupied a large part of the CETA rosters, if you cut out
CETA, it is not too surprising that black unemployment is going to
increase. And that is precisely what happens. There is not readily
apparent anything to refute that suspicion that I can see.

Ms. NORWOOD. Neither to refute it or to support it, really, in
terms of facts. Now we can check with the people in the Depart-
ment of Labor who are responsible for those programs, to see if
they have any figures. And we would be glad to do that and submit
it for the record.

[The following information was subsequently supplied for the
record:]

In response to the inquiry on the number of CETA jobs which were reduced, the
Employment and Training Administration reports that between March, when the
phase out of the CETA Public Service Employment (PSE) program was announced,
and September 30, when the program was terminated, some 306,000 program par-
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ticipant slots were gradually phased out. As of October 1, there were no CETA PSE
employees on the rolls.

Nearly 33 percent of all CETA participants in the first half of fiscal year 1981
were black. The proportion among participants in CETA youth programs was close
to 38 percent; among participants in all other CETA programs, blacks comprised
about 32 percent. In all, about 465,000 blacks were enrolled in CETA programs
during the first two quarters of fiscal year 1981.

Representative REUSS. Thank you, as always, Commissioner Nor-
wood, for the information you have provided, even when as today,
the news you have to bear is not happy. I cannot but conclude that
the policy of extraordinarily high interest rates, as it did in the
United Kingdom, has now taken hold and is actually being felt on
the jobs that men and women in this country depend upon to keep
themselves together.

And once again it brings into question whether the administra-
tion's economic program really makes sense, is working and will
work.

And on that thought we will stand in adjournment.
We look forward to seeing you and your associates next month.
Ms. NORWOOD. Thank you very much, Mr. Chairman.
[Whereupon, at 11:02 a.m., the committee adjourned, subject to

the call of the Chair.]
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CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room

2359, Rayburn House Office Building, Hon. Parren J. Mitchell
(member of the committee) presiding.

Present: Representative Mitchell and Senator Kennedy.
Also present: Louis C. Krauthoff II, assistant director; and Mary

E. Eccles and Mark R. Policinski, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL, PRESIDING

Representative MITCHELL. Good morning. The hearing will now
come to order.

Commissioner Norwood, your report this morning offers, indeed,
a bleak picture of the Nation's labor market. The unemployment
rate increased from 7.5 percent to 8 percent. That's the highest
rate since 1975. That's 8.5 million people swelling the jobless rolls.
New job losses have been in manufacturing industries and the al-
ready depressed auto and construction sectors have contracted still
further. While these job losses affected nearly all worker groups,
minority unemployment increased to a record 15.5 percent, reflect-
ing a deterioration of job opportunities for both minority teenagers
and adults.

The overwhelming evidence of recession has prompted an ac-
knowledgment from the President that one does indeed exist. But
instead of devising a rescue plan, the administration seemingly will
adhere to a restrictive monetary policy or policies and reductions
in domestic spending. Both these courses of action threaten to
make the slump worse.

What is the administration's response to rising widespread un-
employment? Having already dismantled the primary public jobs
programs, it is now advocating further reductions in job training
and other CETA activities. But what is the point of reducing ex-
penditures for jobs and training when the recession will only cause
additional billions to be spent on unemployment insurance, wel-
fare, and other kinds of payments? These billions have not been
taken into account in estimates of future economic activity.

Further, if the private sector is to take over the functions of Gov-
ernment employment and training programs, this administration
with which we deal has yet to offer details as to how this transition
will be accomplished. And I'm not very sanguine about it being ac-
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complished, when we look at Secretary Donovan's efforts in New
Jersey to try to get the private sector to hire former CETA work-
ers; in all candor, we would have to admit that this was a dismal
failure. How in the midst of a recession and the absence of explicit
incentives can the private sector create jobs for the unemployed, or
find the resources to provide training to the unskilled?

It's evident to me, and I think it would be evident to any think-
ing person that this administration has no policy for alleviating un-
employment. The Department of Labor has been silent on the sub-
ject, and indeed we've requested that Secretary Donovan attend to
testify at today's hearings. I will speak to that issue later on, be-
cause I think it was almost an unprecedented refusal on his part. It
sounds to me as if the policymakers within the administration
simply have nothing to say about the Nation's unemployment prob-
lem.

Meanwhile, we should be trying to cut our losses in this reces-
sion, rather than settling for a course that will cost the Nation bil-
lions of dollars in output as well as massive human idleness. I say
the administration doesn't have a policy. Maybe when it has a pre-
scription, I'm certain every member of the committee will be eager
to hear it.

Senator Kennedy is with us, and he has an opening statement.

OPENING STATEMENT OF SENATOR KENNEDY

Senator KENNEDY. Thank you, Congressman. I commend you and
the other members of the committee for holding this extremely im-
portant hearing today. Today's figure on unemployment is the
worst news we have had for the economy in the last 5 years. The
unemployment rate has surged to 8 percent across the nation, a
rise of half a point in a single month. My own State of Massachu-
setts, the unemployment rate climbed even more steeply, from 6.4
percent to 7.9 percent in the past month, the largest increase in
any of the 50 States. The soaring rate of unemployment is yet an-
other symptom of our sick economy. We are witnessing the disinte-
gration of the Reagan economic policy. Their plan just won't work.
It was flawed from the beginning. They promised to restore pros-
perity, but instead they have given us what is likely to be the
worst economic mess since the Great Depression.

All we see are high interest rates, the highest interest rates since
the Civil War, and rising unemployment, the most significant in-
crease in unemployment in the last 5 years. And we see huge
budget deficits. We have now seen OMB's worst case estimate for
the 1984 deficit-$140 billion. That was supposed to be the year of
the balanced budget. And the Budget Committees of the House and
Senate, made up of both Republicans and Democrats, estimate that
over the next 3 years the deficits might exceed $300 billion.

We talk about a depression in this country or a recession in this
country. Many sectors of the economy are already in depression.
Certainly in the housing industry we've got a full depression. Only
a very small percentage of young families in this country can
afford to go out and purchase a home today. Small businesses in
this country are facing a real depression. The number of bankrupt-
cies is absolutely skyrocketing across this country. The farmers,
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particularly the small farmers, are facing a depression. Students
who are trying to borrow money to continue their education this
year are finding that, because of excessive interest rates, they may
be effectively denied the opportunity to continue their education.

The misery index, the sum of the unemployment rate and the in-
flation rate, is one of the measures President Reagan himself used
in his campaign last fall to describe the distress in our economy.

When President Reagan took office last January the misery
index stood at 15.8 percent. Today it stands at 22.4 percent, an in-
crease of nearly 50 percent in 9 short months. The time has come
for the Reagan administration to take off its rose-colored economic
glasses and confront the crisis caused by its failing economic poli-
cies. After all, this country has only one economy. Effectively, the
most important social program that we can have is a sound econo-
my, which means economic growth and price stability.

The President once asked if we are better off today than we were
4 years ago. Now, in November 1981, millions of Americans are far
worse off than they were in January when the President took
office. The question the President asked has now come back to
haunt him. It's time he found a better answer.

There has been introduced into the Senate of the United States
a resolution to urge the President of the United States to call the
Chairman of the Federal Reserve Board into the White House and
to give him a very clear signal: that the interest rate policy of this
Government is contributing to inflation and, therefore, contribut-
ing to unemployment. We want him to know that we must have a
reduction of interest rates. He has the power in the Federal Re-
serve under the Credit Control Act to limit the amount of Federal
Reserve funding that goes into the contributions to Mobil Oil and
other major oil companies that are now merging. They don't pro-
vide any additional jobs; they don't provide any additional produc-
tivity, they just sop up the money which will be denied to small
businesses-those businesses which have been the source of the
greatest increases in employment in this country.

We hopefully can get action on this resolution in the Senate. It
would be, I think, a clear indication by Members of the Senate and,
hopefully, the House, that we want these interest rates down.

Second, as you have pointed out yourself, it makes absolutely no
sense, at this time of rising unemployment, to abandon programs to
train young individuals to be a part of our economy, and to signifi-
cantly reduce entitlement programs, in terms of unemployment
compensation, to which these individuals who are now being
thrown out of their jobs must turn. It's quite clear that individuals
are being thrown out of their jobs, being pushed out of their jobs,
and it's clear that we have some responsibility to insure that that
impact will be cushioned by a wide variety of programs.

Third, the schizophrenic economic policy of the administration,
which is basically expansionary in terms of the tax cut and, tight
in terms of the monetary policy is quite clear. Basically, we have
one foot on the accelerator and one foot on the brake. Clearly, the
size and the scope of that tax cut, particularly, the way it was
skewed toward the wealthiest individuals in our society and the
most financially lucrative industries in this country, was misguided.
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And we certainly should tie any reduction of the third year to eco-
nomic indications.

If there was any question about the importance of that issue in
the past, it should be very clear today. Congress is always prepared
to give a tax reduction to the American people. What we don't
want to do is fuel the destruction of the American economy. And I
feel that, in light of the figures we are looking at today, that we
are endangering the one economy that this country has, and it's
going to mean anguish, and it's going to mean pain, and it's going
to mean suffering for millions of Americans.

I think we have a real responsibility to insure and to speak to
the issue of the state of our economy. Hopefully we can see a
change of course. Both the Republican leader in the U.S. Senate
and Mr. Stockman have alluded to this issue. The news that has
come out today will hopefully be the final straw that will make us
change and alter the economic policy that has adversely affected
the interests of our own country and other countries around the
world.

Thank you.
Representative MITCHELL. Thank you, Senator.
There are one or two housekeeping matters that I want to take

care of, Ms. Norwood. First, Senator Paula Hawkins asked that her
opening statement be submitted for the record; and second, Con-
gressman Brown hopes to get here. In the event that he doesn't we
ask that his opening statement be submitted for the record. With-
out objection, these two statements will be submitted for the
record.

[The opening statements of Hon. Paula Hawkins and Hon. Clar-
ence J. Brown follow:]

OPENING STATEMENT OF SENATOR HAWKINS

Close examination of demographic projections strongly suggest a labor shortage
across many occupations, by the mid- to late-1980's. On one hand, this is very good
news as it implies a lowering of long-term unemployment rates. On the other hand,
however, we still have people who are "hard to employ."

As a consequence, I am deeply troubled at the delays in establishing necessary
incentives to encourage learning and employment.

The "enterprise zone" concept is particularly necessary both for urban revitaliza-
tion and, more importantly, for the employment of the "hard to employ."

Further, we must reexamine our approach to education. America is in need of
skilled workers. But in this computer age of ours these workers must be able to read
and write. And they require training from a neglected sector of the education indus-
try, the vocational schools. Thank you.

OPENING STATEMENT OF REPRESENTATIVE BROWN

The unemployment figures for October are not good. They haven't been good for 5
years. The economy has been weak and growing weaker ever since 1977.

To reverse this slide into the economic sewer, Congress overwhelmingly passed
tax and spending cuts just a few short months ago. Some alarmists are already
screaming for the administration to reverse course and do something. What would
they have us do? They want to raise taxes or increase Government spending. Their
solution, of fighting recession by taking money from taxpayers and giving it to Gov-
ernment, is ridiculous.

Do these people not remember what the past 4 years were like when economic policy
policy was shifting every few months? Don't they remember what the doubling of
taxes in the past 4 years did to inflation, interest rates, unemployment, and the
deficit?
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Our terrible struggle with high interest rates, with inflation, and with unemploy-
ment have been with us for a long time. These battles cannot be ended in 36 days-
which is how long the tax cuts have been in effect.

If anything, the growing recession shows that we should have passed larger tax
cuts which should have been put into effect at an earlier date. This is what Ronald
Reagan asked for when he proposed a 10-10-10 tax cut with an effective date of
January 1, 1981. Had President Reagan's original tax cut proposal passed, we might
not now be facing a recession.

No miracles would have taken place if the 10-10-10 tax cut would have passed-
we would still have our economic problems. But the economic outlook might be a
little better at this time. But I just wonder how many of those who are publicly
wringing their hands about the recession supported the President's original 10-10-
10 cut in January, which would have lessened this recession.

Representative MITCHELL. I would also like to submit for the
record a copy of the correspondence from Secretary Donovan to the
Joint Economic Committee Chairman, Chairman Reuss. I'd like to
submit that for the record, because there are portions of this letter
which are grossly disturbing to me.

First of all, he declines to attend and participate in this hearing.
He says "Traditionally, the Labor Department has declined to fur-
nish a witness to answer questions about unemployment immedi-
ately following Commissioner Janet Norwood's presentation of the
monthly unemployment figures to your committee." He goes on to
explain why that is true, because "the time for preparation and
presentation does not permit prior analysis." There's been no such
tradition that I know of on this committee. There has been no such
tradition. I think this is a partial copout.

Second, he goes on to point out that what we are seeing there is a
traditional increase in unemployment. What in the name of God is
traditional about an 8-percent unemployment figure? There's noth-
ing traditional about that.

I will submit it for the record. I'm certain that Chairman Reuss
will have an adequate, a more than adequate reaction to this refus-
al to appear before the Joint Economic Committee.

[The letter referred to follows:]
U.S. DEPARTMENT OF LABOR,

SECRETARY OF LABOR,
Washington, D.C., November 4, 1981.

Hon. HENRY S. REUSS,
Chairman, Joint Economic Committee,
Congress of the United States, Washington, D. C.

DEAR MR. CHAIRMAN: This will acknowledge receipt of your letter inviting a rep-
resentative of the Department of Labor to appear before your committee on Novem-
ber 6. Confirming conversations with your staff, we respectfully decline at this time.

As you know, the economic program enacted by Congress has been in place only a
few weeks. We are monitoring unemployment very closely, and we are confident
that the unemployment insurance system is functioning properly to deal with the
traditional increase which is being registered as the economy readjusts.

[Editor's Note.-The word "traditional" in the above paragraph was subsequently
changed to the word "transitional" in a letter from Secretary Donovan, dated No-
vember 6, 1981.]

Traditionally, the Labor Department has declined to furnish a witness to answer
questions about unemployment immediately following Commissioner Janet Nor-
wood's presentation of the monthly unemployment figures to your committee. The
timetable for preparation and presentation of the figures does not permit prior anal-
ysis, and I'm sure you will agree that all of us should be spared the snap judgments
which instant analysis would necessitate.

The Department is currently awaiting appropriation action by Congress before we
will know the levels of funding for job training programs for the current fiscal year.
At the same time, we are developing legislation which will be presented to Congress
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early next year for the revision and extension of government training efforts. With
this in mind, we believe it would be inappropriate for us to testify at this time.

Sincerely,
RAYMOND J. DONOVAN.

Representative MITCHELL. Ms. Norwood, thank you very much.
We'll hear from you. Thank you for waiting.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSISTANT COMMISSION-
ER, OFFICE OF EMPLOYMENT STRUCTURE AND TRENDS; AND
W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Representative Mitchell and members of the com-

mittee, the October statistics reflect a substantial deterioration in
the labor market. Unemployment rose sharply, reaching 8 percent
for the first time since the 1974-75 recession. Only one-third of the
172 industries on the BLS index of diffusion posted job gains. Since
July, the comprehensive index of aggregate hours has declined by a
whole percent, reflecting declines in the workweek, as well as in
employment. The number of persons working part time because
their hours were cut back or because they were unable to obtain
full-time work reached a record 5 million in October.

The overall jobless rate was up half a point in October from the
71/2 percent registered in September. Since July the rate has risen
a full percentage point and the number of jobless workers has in-
creased by 1 million to 81/2 million over the same time period. The
unemployment rate for adult men rose from 5.6 to 6.7 percent,
while the rates for adult women and teenagers reached 7 and 20.6
percent, respectively.

Although jobless rates for most worker groups have surpassed
the levels reached in the 1980 recession, they have remained below
the highs reached during the severe recession in 1975. Among
black workers, however, where the job situation has generally been
slow to improve after economic downturns, unemployment is at
record levels. The jobless rate for black and other minority work-
ers, as a whole, was 151/2 percent in October, and for teenagers in
this group, 43 percent.

The employment population ratio, that is, the proportion of the
population who are employed, continued to trend downward in Oc-
tober. Since July the ratio has dropped seven-tenths of a point to
58 percent. Over the same period, the proportion of adult men with
jobs has dropped 1 percentage point, while the ratio for adult
women has dropped four-tenths of a point.

The number of payroll jobs has declined by 200,000 in October.
Manufacturing jobs were down by an even greater number, with
particularly large losses occurring in transportation equipment,
primary and fabricated metals, lumber, food, textiles, apparel, and
rubber.

The job loss of 85,000 in transportation equipment, however, re-
flects the cumulative total lost between June and October. The tra-
ditional automobile model changeover during the summer months
makes seasonally adjusted employment levels difficult to measure.
Consequently, data for October more accurately reflect changes



43

over the whole model changeover period. Construction employ-
ment, which has been decreasing since April, dropped 20,000 in Oc-
tober, even after the settlement of a strike that returned about
20,000 workers to their jobs.

In spite of these developments, however, the service producing
sector of the economy continues to show some strength particularly
in business and health services and in retail trade. Over the past
year, the service producing sector has accounted for nearly 1 mil-
lion of the 1.1 million increase in payroll jobs.

The average work week was down four-tenths of an hour be-
tween July and October. The cyclically sensitive factory work week
dropped six-tenths of an hour over the same time period, with even
greater reduction in the durable goods industries. These negative
signals from so many important indicators provide clear evidence
of a substantial weakening in the employment situation.

In addition to providing comments on the press release, it has
been my custom to inform the committee very briefly on other sta-
tistical developments. And I would like to tell you very briefly
about two developments regarding the Consumer Price Index.

The first has to do with re-basing. Because of the severe budget
constraints under which the Bureau is operating, I have informed
the chief statistician of OMB's Office of Information and Regula-
tory Affairs that it will not be possible for BLS this year to carry
out, by January 1982, the Government directive to re-base the CPI
and PPI to the new U.S. Government 1977 equals 100 reference
base. Postponement of this work is required because the cost of
both of the direct production work necessary to prepare the data
and the information services to explain the change is high. BLS
will advise all users of this postponement.

On October 27, I announced the Bureau of Labor Statistics plans
to change the home ownership component of the Consumer Price
Index from a purchase asset measure to a rental equivalent meas-
ure. The Consumer Price Index for All Urban Consumers, the CPI-
U, will be changed with publication of data for January 1983. The
Consumer Price Index for Wage Earners and Clerical Workers, the
CPI-W, will be changed with data for January 1985.

There have been a number of developments over the past year or
so which I believe indicate that the time for improving the housing
component of the CPI has come. I have explained some of this in
the rest of the prepared statement, and I would like to submit for
the record a copy of the press release that we issued on October 27.

Representative MITCHELL. Without objection, so ordered.
Ms. NORWOOD. My colleagues and I would be happy to try to

answer any questions.
[The prepared statement of Ms. Norwood, together with the press

releases referred to, follows:]

93-880 0 - 82 - 4
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PREPARED STATEMENT OF HON. JANET L. NORWOOD

Mr. Chairman and Members of the Committee:

I am glad to have this opportunity to offer the Joint

Economic Committee a few brief comments to supplement our

Employment Situation press release, issued this morning at 9 a.m.

The October statistics reflect a substantial deterioration

in the labor market. Unemployment rose sharply, reaching

8 percent for the first time since the 1974-75 recession. Only

one-third of the 172 industries in the BLS index of diffusion

posted job gains. Since July, the comprehensive index of

aggregate hours has declined by a full percent, reflecting

declines in the workweek as well as in employment. The number

of persons working part time because their hours were cut back

or because they were unable to obtain full-time work reached a

record 5 million in October.
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The overall jobless rate was up half a point in October

from the 7.5 percent registered in September. Since July, the

rate has risen a full percentage point, and the number of jobless

workers has increased by 1 million to 8.5 million. Over the same

time period, the unemployment rate for adult men rose from

5.6 to 6.7 percent, while the rates for adult women and teenagers

reached 7.0 and 20.6 percent, respectively.

Although jobless rates for most worker groups have surpassed

the levels reached in the 1980 recession, they have remained below

the highs reached during the severe recession in 1975. Among

black workers, however, whose jobless situation has generally

been slow to improve after economic downturns, unemployment is

at record levels. The jobless rate for black and other minority

workers as a whole was 15.5 percent in October and for teenagers

in this group, 43 percent.

The employment-population ratio (the proportion of the

population who are employed) continued to trend downward in

October. Since July, the ratio has dropped seven-tenths of a

point to 58 percent. Over the same period, the proportion of

adult men with jobs has dropped one percentage point, while the

ratio fur adult women has dropped four-tenths of a point.

The number of payroll jobs declined by 200,000 in October.

Manufacturing jobs were down by an even greater number, with

particularly large losses occurring in transportation equipment,

primary and fabricated metals, lumber, food, textiles, apparel,

and rubber.
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The job loss of 85,000 in transportation equipment, however,

reflects the cumulative total lost between June and October. The

traditional automobile model changeover during the summer months

makes seasonally-adjusted employment levels difficult to measure.

Consequently, data for October more accurately reflect changes

over the whole model changeover period. Construction employment,

which has been decreasing since April, dropped 20,000 in October

even after the settlement of a strike that returned about 20,000

workers to their jobs.

In spite of these developments, however, the service-

producing sector of the economy continues to show some strength

particularly in business and health services and in retail

trade. Over the past year, the service-producing sector has

accounted for nearly 1 million of the 1.1 million increase in

payroll jobs.

The average workweek was down four-tenths of an hour

between July and October. The cyclically-sensitive factory

workweek dropped six-tenths of an hour over the same time period,

with an even greater reduction in the durable goods industries.

The negative signals from so many important indicators

provide clear evidence of a substantial weakening in the

employment situation.

Consumer Price Index Developments

In addition to providing comments on the press release, it

has been our custom to inform the Committee of significant changes

in our other statistical series. I should like to report to you
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today briefly on two developments regarding the Consumer Price

Index.

Rebasing:

Because of the severe budget constraints under which the

Bureau is operating, I have informed the Chief Statistician of

OMB's Office of Information and Regulatory Affairs that it will

not be possible for BLS this year to carry out by January 1982

the Government directive to rebase the CPI and the PPI to the

new U.S. Government 1977=100 reference base. Postponement of

this work is required because the cost both of the direct produc-

tion work necessary to prepare the data and the information

services to explain the change is high. BLS will advise all

users of this postponement.

Homeownership:

On October 27, I announced BLS plans to change the home-

ownership component of the Consumer Price Index from a purchase

asset measure to a rental equivalence measure. The Consumer

Price Index for All Urban Consumers (CPI-U) will be changed with

publication of data for January 1983; the Consumer Price Index

for Wage Earners and Clerical Workers (CPI-W) will be changed

with data for January 1985. There have been a number of develop-

ments over the past year or so which, I believe, indicate that

the time for improving the housing component of the CPI has come.

First, important changes have occurred in financial markets.

New types of mortgage instruments involving variable rates, shorter

financing terms, and other special arrangements have developed so

that the standard long-term fixed rate mortgage used in the CPI no
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longer seems representative of the mortgage market. Additionally,

because of high interest rates and difficulties faced by home

buyers in securing bank mortgages, owners who wish to sell their

homes are increasingly doing so by providing financing to buyers

at rates below those of lending institutions. These kinds of

financing arrangements are not captured at all in the CPI data

collection process.

Secondly, the house price data used in the CPI, which

represents a relatively small and specialized segment of the

housing market, continues to present BLS with increasingly

serious estimation problems. Development of alternative sources

of house price data has had only very limited success.

Further, the Economic Recovery Tax Act of 1981 (Public

Law 97-34) requires use of the CPI-U for escalation of income

tax brackets and the personal exemption amount. In my view, this

new use of the index underscores the importance of action to

ensure that we have a CPI which reflects the experience of

consumers to the fullest extent possible.

Finally, public awareness of the issues surrounding the

measurement of homeownership costs in the CPI have led a growing

number of people to feel that there is something wrong with the

index and that it should be fixed. In light of the extensive

use of the CPI in our economic system, it is essential that

public confidence in it be maintained.

I am submitting, for the record, a statement which provides

some background on this decision as well as the specific actions

that are to be taken.

My colleagues and I will now be glad to answer any

questions you may have.



Unemployment rates by alternative seasonal adjustment methods

I I_ X-11 ARIHA method IX-11 methodl
Month I Unad- I I I I I I 12-month I (former I Range

and I justed I Official IConcurrenti Stable I Total I Residual lextrapola-I official I (cola.
year I rate I I I I I I tion I method) 1 2-8)

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

1980 1 1 1 1 1 1 1 1
I I I I I I I I I

October ...... l 7.1 1 7.6 1 7.6 1 7.6 1 7.5 1 7.5 1 7.6 1 7.6 1 .1
November ..... l 7.1 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 -
December ..... l 6.9 1 7.4 1 7.4 1 7.4 1 7.4 1 7.4 1 7.4 1 7.3 1 .1

1981 1 1 1 1 1 1 1 1 1

January ...... l 8.2 1 7.4 1 7.5 1 7.4 1 7.5 1 7.6 1 7.4 1 7.4 1 .2
February ..... l 8.0 1 7.3 1 7.4 1 7.2 1 7.4 1 7.6 1 7.3 1 7.2 1 .4
March ........ 7.7 1 7.3 1 7.4 1 7.2 1 7.3 1 7.7 1 7.3 1 7.2 1 .5
April ....... 7.0 7.3 1 7.3 1 7.3 1 7.3 1 7.3 1 7.3 1 7.3 1 -
May ........ l 7.1 1 7.6 1 7.5 1 7.7 1 7.8 1 7.4 1 7.6 1 7.7 1 .4
June ........ . 7.7 1 7.3 1 7.3 1 7.4 1 7.3 1 7.2 1 7.3 1 7.4 1 .2
July ......... 7.3 I 7.0 1 7.1 1 7.2 1 7.0 1 7.0 1 7.1 1 7.2 1 .2
August ....... 7.2 1 7.2 1 7.2 1 7.3 I 7.1 1 7.2 1 7.2 1 7.3 1 .2
September .... l 7.3 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 7.5 1 -
October ...... l 7.5 1 8.0 1 7.9 1 8.1 I 8.0 I 7.9 1 8.0 1 8.0 1 .2

SOURcE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
November 1981
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(1) Unadlostod rste. UDaeploymec rate cot *ssoally adjusted.

(2) Off ic nl rats (I-1I ARIA n-thod). The pubiinhed seasonally adjusted rate. Zach of
the 3 pajor labor force cowoesnte-ggroltural ecpleoyet. nonagricultural mpleyat
and oresployeent-for * *a;me_ groups-s. ad f essl. as 16-19 and 20 yearn
snd over-ro seasonally adjusted lModependently using data free January 1967 forward.
Th. data marin for each of these 12 components are xtnded by a yer at each end of
the original serios using ARTMA (Auto-Rsgroessive. Integrated. MoviWn Average) modal..
cbosen pcificaLly for eCh series. Each estended series L th seaonaLly adjusted
with the I-11 portion of the 1-ll AMIA progron. The 4 teage osneloyamo ad

agricultural uploymoot componants oe edjoeted with the additive adjusrte modal.
waile the other comesos are adjusted with tbh mltiplcative madal. A prior adjustmat
for trend is epplied to the extended cmaea for adult l Leun soploymeut before s*asoal
edjnsutc. The umpnlayunet rote Ls coeputed by s* dng the 4 seasonally adjusted
- ployent coooents sod calculating that total an a percent of the civilian labor

force total derived by rtg all 12 seasonally adjusted components. All the seasonally
adjusted serie are revisod at the end of each year. Extrapolated factors for J.anary-June
are computed at the beginning of each yer; extrapolated factors for July-ODcamber ore

cputed. i the ciddle of the year after the June data becoe availabLe. Each set of

6 _onth factors re publishad in advance. in the January and July isseus.
reepsctively. of Ecoloonant and Earnings.

(3) Concurrent (X-11 AIIMA cthod). The procedure for computation of tie official
rate using the 12 ccnponnCts is followed except that extropolated factors are not
used at all. Each coaponent is sessonally adusted with the S-ll ARXlf4 progran
each conth as the most recent data becone available. Rates for each soath of the

corrent 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 becons available. For example.
the rate for J smry 1980 would be based, during 1980. on the edjuartent of data
fris the period January 1967 through Jauar7 1980. Since the revilson patton
aod procedure for compuration of the rate are identical to the official procedure.
the results of thiS rothod will be identical to the official rate at the and of
eaeh year when the most recent obseration is December.

(4) Stable (t-11 ARIMA mathod). Each of the 12 labor forte components is sxtended
using ARIMA models as in the offictial procedure and then run through the X-I1 part
of the prograo using the stable option. this option assum:s that seasonal patterns
are basically constant fron year-to-year end computes final seasonal factors as
unweighted nverages of all the eeaonal-irregular Components for each month across
the entire eyso of Che poriod adjusted. As in the officXl1 procedure, factors ar
extrapolated in 6&-ooth intervals end the series are revised at the end of sech year.
The procedure for c.onnoCatio of the rate from the seasonally adjusted components
Ls also identical to the official procedure.

(5) Total (--11 ARIMA nothod). This is one alternative aggregaton procedure. in
which total uncaploynent and labor force levels are extended with AR21A models and
diedly edjusted vith multiplicative adjuastent models in the X-1l part of the
progree. The rate is computed by taking sessonally adjusted total us nployent an a
percent of saonally adjusted total civilian labor forte. Factors are extrapolated
in 6-month intervals and the series revisd at the sod of *ach year.

(6) Residual (1-11 ARI!SA -shod). This is another alternative aggregation taod. 1Din

which cotal enpoynot and clvillan labor force levels re extended using AMIA models
and then directly adjusted uith ultiplilcative adjustment eodels. The ssasonally
adjusted enmoploymot level ie derived by subtracting sesonoally adjusted seploymaet
from seasonally adjusted labor fortes Th. rase is than computed by taking the derived
uoplayme-c level as a percent of the labor force level. Factors re e3rapolocd in
6-month intervals and the series revised at the sod of each year.

(7) '"--onth .tr.polatio (X-11 ARIMA method). This pproach is th e as the official
procsdurs except that che actors are extrapoatd in 12-sch inervals. The factors for

Jaouary-D cber of the current ysar are cemputed at the beginning of the year be. d oa data
through che precading year. Th. vlues for January through J.u. of the- current year re tha
*- as ths officil. v-lues isce they reflect the a*- factor.

(o) r-ll -thod (forr official -rhod). The procedure for coupotation of the official
race is u-ed xce pt that tha aortas re sot ectanded vith AINAod-ls. nad the factors

are projected in 12-sooth intervals. Th. standard X-11 program is usd to parform tCh
0aoel adjustment.

Mlarbod. of Adlu-tnt: The 1-Xl AlA-eethod-ws developed at statistics Canad by the
S-"eonaL Ajusoent ad Times Series Staff under the direction of ftalc Ue- Daus. The

ethod li described in The 2-11 ARI.UA s.n-l Adis.reset Method. by Estele gae Degam.
Stcastics Ca.a" Calng."o No. 12- FebL. February 19d0.

Th- standard S-II mthod is described Ln X-1l VPrs.ot of the Ceesus Yethod It Sa---I
ad'e5rt Pr"oro. by J.ud1s Shla. Alan 'omg e ;..oa naagraws lsacsical Pepr

_o. IS. 3 ur ot the Canona. 1967).
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United States

N e w of Labor
Bureau of Labor Statistics Washington, D.C. 20212

CONTACT: Kathryn Boyle USDL 81-506
(202) 523-1913 FOR RELEASE: 10:00 A.M. (E.S.T.)

Tuesday, October 27, 1981

STATEMENT OF DR. JANET L. NORWOOD
COMMISSIONER OF LABOR STATISTICS

REGARDING CHANGES IN THE CONSUMER PRICE INDEX

I am today providing public notice to all users of the

Consumer Price Index that the Bureau of Labor Statistics plans

to change the homeownership component of the index to a rental

equivalence measure. The Consumer Price Index for All Urban

Consumers (CPI-U) will be changed with publication of data for

January 1983; the Consumer Price Index for Wage Earners and

Clerical Workers (CPI-W) will be changed with data for

January 1985.

The treatment of owner-occupied housing in the Consumer

Price Index has been one of the most widely-discussed issues

in economic statistics in recent years. The Bureau of Labor

Statistics first called attention to the issue 10 years ago,

and, since then, has encouraged public review of alternative

approaches to the current treatment while working on a program

to improve this component of the CPI. Normally, this work

would be concluded as a part of the next revision of the index

which, in a usual budget atmosphere, would be planned for

implementation beginning 1985 or 1986. However, a number of
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things which have occurred during the past year require that

the time schedule for improving the housing component of the

CPI be shortened.

Background

Important changes have occurred in financial markets. The

CPI does not reflect these changes. First, funds available for

long-term mortgage commitments have declined sharply. New types

of mortgage instruments involving variable rates, shorter

financing terms, and other special arrangements have developed

so that the standard long-term fixed rate mortgage used in the

CPI no longer seems representative of the mortgage market. In

fact, some of the new instruments have characteristics, such as

variable rates and principal amounts, which make it impossible

to use them in computing the CPI since it reflects a long-term

mortgage at fixediinterest rates. Secondly, because of high

interest rates and difficulties faced by home buyers in securing

bank mortgages, owners who wish to sell their homes are increas-

ingly doing so by providing financing to buyers at rates below

those of lending institutions. These kinds of financing arrange-

ments are not captured at all in the CPI data collection process

(see Exhibit 1).

The Bureau of Labor Statistics obtains data on house prices

from the Federal Housing Administration. This data base, which

represents a relatively small and specialized segment of the

housing market, continues to present BLS with increasingly

serious estimation problems. BLS has had only very limited

success in developing alternative sources of house price data.
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The Economic Recovery Tax Act of 1981 (Public Law 97-34)

requires use of the CPI for All Urban Consumers (CPI-U) for

escalation of income tax brackets and the personal exemption

amount. The law requires announcement of the new tax brackets

in December 1984 based on CPI-U data in the 2 prior years. This

is a major new use of the index, a use which will have a broad

effect on total Federal Government revenues. A Senate Finance

Committee report has estimated that the decrease in Federal

revenues as a result of indexation will amount to nearly

$13 billion. In my view, this new use of the index underscores

the importance of action to ensure that we have a CPI which

reflects the experience of consumers to the fullest extent

possible.

Increasingly,Members of Congress, the media, and the

general public are becoming aware of the issues surrounding the

measurement of homeownership costs in the CPI. A growing number

of people feel that there is something wrong with the CPI and

that it should be fixed. In light of the extensive use of the

CPI in our economic system, it is essential that public confidence

in it be maintained.

Action Planned

These facts clearly indicate that the time for changing the

CPI has come. At the same time, BLS recognizes that it has an

obligation to all users to provide substantial advance notice of

a major change in the concept and calculation procedure of any

important component of the index. I have decided on the following

actions:
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1. Effective with data for January 1983, the homeownership

component of the official CPI-U will be a rental equivalence

measure, like the present CPI-U-Xl experimental measure,

but with some refinements.

2. Effective with data for January 1985, the CPI-W will be

revised to a rental equivalence measure.

3. The new homeownership component will be linked into each

CPI at the end of the year preceding the change, i.e.,

December 1982 for the CPI-U and December 1984 for the

CPI-W, in a technical manner similar to that which has been

used in previous major revisions of the CPI. In accordance

with historical practice, BLS will make available to users

after the change in the official indexes calculations based

on the current treatment of homeownership for a 6-month

overlap period. In the case of the CPI-U, the overlap

period will run from January to June 1983; for the CPI-W,

the overlap will run from January to June 1985.

4. The Bureau will continue its efforts to improve the rental

equivalence measure through refinements in procedures and

calculation methods and eventually through supplementation

of the rent sample.

5. BLS will cease monthly publication of the CPI experimental

alternative homeownership measures at the time the change

is made in the official CPI-U.

6. In the interim period, until the CPI-U is officially changed,

BLS will give greater prominence to analysis of the CPI-U-Xl

in the narrative portion of the CPI press release.

See Exhibit 2 for schedule.
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Timing of Changes

There is work currently underway at BLS to improve the

method of calculating the rental equivalence measure now used

in the CPI-U-Xl. This work, which we expect to complete in

the latter part of 1982, will improve the accuracy of the

rental equivalence measure and provide for its regular calcula-

tion within the main CPI processing system. The time required

to do this work, the shorter history of the CPI-U, its special

uses, together with the requirement for pre-notification of

users of major CPI changes, determined the schedule for changing

the CPI-U.

The CPI-W is used extensively in escalation agreements in

both the private and public sectors, considerably more than is

the CPI-U. Some major collective bargaining agreements which

use the CPI-W run for as long as 3 years and specify that the

parties to the agreements would, in the event the Bureau changed

the CPI-W materially, request the BLS to continue to supply the

index as it was calculated when the contract was made. In the

light of such arrangements and the background of historical

practice relating to the CPI-W, I believe that users must be

publicly notified substantially in advance of changes planned

for the CPI-W so that they have adequate time to adjust to the

changes.
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Exhibit 1

CPI HOMEOWNERSHIP COMPONENT

1.

2.

Concept:

Families
covered:

3. Method of
weight
derivation:

4. Prices used:

Current Treatment

Purchase of asset

For house price and mortgage
interest only those families
who in base period purchased
house

a) For property taxes,
property insurance, home
maintenance and repairs:

expenditures of all
homeowners in base
period

b) For house price:
Total price of house
only for those who
purchased in base
period

c) For mortgage interest:
Total amount of
interest expected to
be paid over half the
stated life of the
mortgage only for
those who purchased
house in base period

Current monthly prices for
each element, including
current price of house
and current mortgage
interest rate (Conventional,
FHA and VA)

Rental Equivalence

Purchase of shelter

All families who lived
in owned homes during
base period; covers
the entire stock of
owned homes

Estimate of rental value
of all owner-occupied
houses in base period;
based on specific ques-
tion asked in Consumer
Expenditure Survey

Current rent paid for
homes like those that
are owned
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Exhibit 2

January 1982

1982

February 1983

July 1983

1984

February 1985

July 1985

MAJOR DATES IN CPI CHANGE

Publication of CPI for December 1981
- increased prominence for CPI-U, Xl in

the text of CPI press release

Work on enhancement of CPI-U, Xl rental
equivalence measure

Publication of CPI for January 1983
- first publication of CPI-U with rental

equivalence homeownership
- last publication of CPI experimental

measures

Publication of CPI for June 1983
- last publication of overlap CPI-U with

current homeownership methods

Publication of rental equivalence homeownership
with expanded rent sample and improved computa-
tion methods

Publication of CPI for January 1985
- first publication of CPI-W with rental

equivalence homeownership

Publication of CPI for June 1985
- last publication of overlap CPI-W with

current homeownership method
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United States

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

Contact: Carol Leon (202) 523-1371 USDL 81-519

Diane Westcott 523-1944 TRANSMISSION OF MATERIAL IN THIS RELEASE IS

Kathryn Hoyle (202) 523-1913 EMBARGOED UNTIL 9:00 A.M. (EST), FRIDAY,

523-1208 NOVEMBER 6, 1981

Advance copies of this release are made available to the press with

the explicit onderstanding that, prior to 9 a.=. Eastern time: (1)

Sire servires will not move over their wires copy based no isformation

in this release, (2) electronic media will not feed soch information to

menher stations, and (3) representatives of news organizations will not

contact anyone outside the Boreao of Labor Statistics to ask qoestions

or solicit coomeots sboot information in this release.

THE EMPLOYMfENT SITUATION: OCTOBER 1981

Un.ploynent rose sharply in October, and nonfarn payroll employment declined, the Boreao of

Labor Statistics of the U.S. Department of Labor reported today. October's seemployment rate

was 8.0 percent, op fran 7.5 percent in September and the 1981 low of 7.0 percent in Joly.

Nonfarm payroll -oploysent--as neas.. ed by the monthly sorvey of estsblishnents--fell by

200,000 in October to 91.7 million. Total eoploy.ent'-derived from the monthly sorvey of

hooseholds--as abhot onchanged at 98.2 million, after declining markedly in September.

Unemploysent

The Nation's onemployment rate rose 0.5 percentage point to 8.0 percent in October, higher

than the rates of 7.6 percent recorded daring the 1980 recession. The nomber of onomployed

persons increased by 550,000 in October to 8.5 oillion. Thoogh this increase was widespread, it

was particularly sharp amoog adolt men, whose jobless rate rose from 6.2 to 6.7 percent. (See

table A-i.)

Unomployment rates rose markedly in October for teenagers (20.6 percent), whites (6.9

percent), and foll-tine workers (7.7 percent). There were omall over-the-month increases for

adolt women (7.0 percent) and black and other workers (15.5 percent), though both groops have

had substantial increases since the sumer. For the second straight month, a siceable rise is

onomployment took place aong blum-collar workers, whose October rate of 11.0 percent was at its

highest point this year bht still slightly below 1980 highs. In a related development, there
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wore marked over-the-onth increases is joblessness for smrkers Jo the construction and

manufacturing industries. (See tables A-2 and A-5.)

The over-the-mooth rise in the mu=ber of unemployed res.lted from increases in both the

member of persons on layoff and those retoroilg to the labor force after a period of absence

(reentrants to the labor force). Because of the substantial increase in the n.nher of newly

unemployed workers (less than 5 veeka), the median duration of unemployment declined from 7.0 to

6.7 weeke in October. (See tables A-7 and A-6.)

The somber of nosfarm workers on part-time schedules for economic reasons (sometimes termed

the "partially unemployed") rose by nearly half a million to a record 5.0 million in October.

Table A. 1Mjor indicators of labor market activity, seasonally adjusted

I Qarterly averages I Mbnthly data I

Category I I II Sept.-
1 1980 1 1981 1 1981 1 Oct.
I I I I I I change
IIII I II I III I Aug. I Sept.l Oct. I

HOUSEHOLD DATA

Civilian labor force ................... 104.98211 06,7681106,43411 06, 602,1i06,23661106,7361 500
Total employment .................... i 97,0611 98,868: 98,7251 98,9441 98,2701 98,2171 -53
Unemployment ..................... l 7.921! 7,9001 7,7091 7.6571 7,9661 8,5201 554

Not In labor force ..................... l59,4931 59,3771 60,2741 60,0931 60,6481 60,3591 -289
Discouraged workers .................. 9611 1,0181 1.0501 N.A.: N.A.I N.A.I N.A.

I I I I I I I

Percent of labor force
Unemploym.ent rates: I I I I I I I

All workers ................ l 7.5: 7.41 7.21 7.21 7.5i 8.01
AdMlt men. . ............... 6.61 6.11 5.91 5.91 6.21 6.71
Adult .men. . ............... 6.41 6.61 6.61 6.51 6.81 7.01
Teenagers ............... i 18.41 19.21 18.71 18.81 19.31 20.61
White ............... I 6.71 6.51 6.21 6.11 6.51 6.91
Black and other ............... : 13.9: 13.7: 14.61 15.01 15.11 15.51
hispanic origin ............... i 10.81 9.81 9.61 9.71 9.31 10.91
Nil-time wrkers ................ 7.31 7.11 6.9: 6.71 7.21 7.71

ESTABLISHMENT DATA I
I Thousands of lobs

Nonfarm payroll employment ............. : 90,2131 
9

1,5
4 6

1
9 1

,
9

10pl 
9
1,

9 0
11

9 1
,
9 4 8

pl
9 1

,
7

43pl
Goods-producing industries .......... l 25,3061 

2
5,

74
1125,

9 3 2
pl 25,

9 3
11

2
5,

9 2
5pl

2
5,6

3
2pl

Service-prodocing industrie .......... 64,907: 65,80565,978pl 65.9
7
0:66,023pl66,111pl

I I I I I I I

0.5
0.5
0.2
1.3
8.4
0.4
1.6
0.5

-205p
-293p

88p

I 80ors of work
Average woekly hours: I I I I I I

Total private nonfar ................. 3.2 3.3 3.lp 35.21 35
4

.9 35.1p l G P
hn.ufacturing ..................... 39-41 40.21 

3 9
.8pI 40.01 

3 9
.

3
p1 39.

4
pI O.Ip

Otnufacturing overtime .............. : 2.61 3.01 2.
9
pl 3.01 

2
.6pl 2.7pl O.Ip

I I I I I I I
p-prelimiary. N.A.-ot available.

93-880 0 - 82 - S
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Over the past 2 months, their total has risen by 840,000, with substantial increases posted

among both those whose full-tine workweek 'as reduced and persons working part tine because they

couldn't find full-tine jobs. (See table A-3.)

Total BEployment and the Labor Force

Following a drop of nearly 700,000 in September, total employment es unchanged in October

at 98.2 nillion, as a decline among adult men and teenagers was offset by an increase among

adult 'sen. Virtually a11 of the August-September employment decline took place among wmen.

The overall employment-population ratio as 58.0 percent in October, its lowest level in almost

4 years. (See tables A-I and A-2.)

The civilian labor force rose by 500,000 to 106.7 million in October, with the entire

increase taking place among adult women Their participation rate, which had declined

substantially the month before, moved back up to 52.3 percent.

The labor force rose by 1.5 million over the past year, a sonewhat slower pace than in

recent tines, Increases occurred among adult omoen (1.4 million) and adult men (600,000), while

the nucber of teenage workers decreased by nearly 500,000. The teenage reduction stemed frun

both a declining population and reduced participation. In line with recent trends, the

participation rate of adult w'men was up by almost a full percentage point over the year, while

that of adult men declined.

Industry Payroll Ebploy.ent

Total nonagricultural payroll employment declined by 200,000 over the month to 91.7 million

in October. Following 2 months of little change in the nunber of payroll jobs, the October drop

'as the first decrease since July 1980. Fployment declines wore pervasive, as gains were

registered in only one-third of the 172 induostries cunprising the BLS diffusion iden of private

nonfarm employment. (See tables B-1 and B-6.)

Th. largest employmeot drop in October was in manufacturing, which declined by 275,000.

Like total payroll employment, factory employment had held fairly steady during the prior

2-onth period. Thu-thirds of the over-the-month decrease took place in the durable goods

industries, especially in transportation equipmeot, primary and fabricated metals, electrical

equipuent, and lunber and wood products. The sharp cutback in transportation equip e.t
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jobs-85,000--actually represented a comulation of job losses since June. A seasonally-adjusted

estimate of these lssses could not be made in the intervening months becsuse of the traditional

changeoer to the automobile induatry' new model year. Among the nondursble goods industries,

large noployment declines occurred over the month in food processing, textiles, apparel, and

rubber and plastic products.

Elsewhere in the goads-producing sector, construction jobs dropped by 20,000, bht the

decline would have bees larger mere it not for the settloment of a strike. Mining omploy.ent

-as virtually unchanged, after posting substantial gains during the sufner months.

The service-producing sector as a whole registered an advance of 90,000, although sineable

gains took place only in the services industry and retail trade. The services industry has

posted monthly increases continually for 6 years.

Seer the past 12 months, the somber of nonfam payroll jobs increased by 1 1 million.

Nearly I nillion of this increase occurred in the service-producing sector-

Hourn of Work

The sverage workweek of production or nonsupervisory workers on private nonagricultural

payrolls, at 34.9 hours in October, failed to return to the Auguat level following a decline of

0.3 hour in September that wos due, at least in part, to the occurrence of the Labor Day holiday

in the survey's reference week. The manufacturing workweek edged up by 0.1 hour in October to

39.4 hours, followig a 0.7-hour decline in September. Over the 2-month period, hours declined

in every manufacturing industry. Factory overtime, at 2.7 hours is October, increased by 0.1

hour aver the month but -s dowo 0.3 hour over the 2-month period. (See table B-2.)

Reflecting the October reduction in ompliynent, the index of aggregate weekly hours of

production or nonsupervisory workers on private nonfarm payrolls--a comprehensive oeasure of

employ.ent and hoers effects--dropped by 0.3 percent in October to 108.3 (1977-100). The

decline in the index has been continuous since July, totaling 1.0 percent over the 3-onth

period. The manufacturing index fell by 3.7 percent over the some time span. (See table B-5.)

Hourly and Weekly Farnings

because weekly hours were unchanged in October, both avernge hourly and weekly earnings

posted the sane over-the-month change--an increase of 0.3 percent, seasonally adjusted. Before
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adjuat.e.t for seasonality, ayerage hourly earnings moved op 2 cents in October to $7.41, 56

rests above the year-earlier level. Average weekly earnings, at $259.35 In October, were up 70

cents over the month and $17.54 over the year. (See table 0-3.)

The Hourly Earnings Indea

The Hourly Earcings Index (HEI) was 141.6 (1977-100) after seasonal adjusit.eot is October,

an increase of 0.2 percent over the previous month. For the 12 mouths ended It October, the
Increase (before seasonal adjostment) was 8.4 percent. The H1I excludes the effects of twn

types of changes -urelated to underlying wage rate movements--fluctnatons in overtime in

maaofscturiog and interindustry employment shifts. to dollars of constant purchasoig power, the

HEI decreased 1.4 percent during the 12-mcth period ended In September. (See table B-4.)

Ilvisioms to Household Data Series

Effective with data for January 1982, population coonts derived
from the 1980 Decennial Ceosus will be iatrodoced into the estimation
procedures osed in the Correct Popolatioc Survey. Data for 1980 and
1981 will be revised based on the mew censos population estimates.
Provisional adjootmeata in the major data series for 1979 back to 1970
will also be made and will be introduced with the release of January
1982 data.
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment.Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
60,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
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 sample includes approximately
166,000 establishments:employing about 35 million
people.

For both surveys, the data for a given month are ac-
tually collected for and relate to a particular week. In
the household survey, unless otherwise indicated, it is
the calendar week that contains the 12th day of the
month, which is called the survey week. In the establish-
ment survey, the reference week is the pay period in-
cluding the 12th, which may or may not correspond
directly to the calendar week.

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

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

selected so as to reflect the entire civilian nonidstriu-
tional population 16 years of age and older. Each per
son 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. I

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 enterprise operated by a member of their
fanmily, whether they were paid or not. People are also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

and waiting to be recalled and those expecting to report
to a job within 30 days.
- The civilian laborforce equals the sum of the number
employed and the number unemployed. The unemploy-
ment rare is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing 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 com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

-- The household survey, although based on a
smaller sample, reflects a larger segment of the popula-
tion; the establishment survey excludes agriculture, the
self-employed, unpaid family workers, and private
household workers;

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

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

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

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

Seasonal adjustment
.Over a course of a year, the size of the Nation's labor

force and the levels of employment and unemployment
undergo sharp fluctuations due to such seasonal events
as changes in weather, reduced or expanded production,
harvests, major holidays, and the opening and closing
of schools. For 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.

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor
force, easier to spot. To return to the school's-out ex-
ample, 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
determine 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 com-
parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian 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 in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing 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 civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June
period and again for the July-December period. The
January revision is applied to data that have been
published over the previous 5 years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, along with the introduc-
tion 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 dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;
and, for the overall unemployment 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 90 out of 100 that the "true" level
or rate would pot 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 .24 percentage point; for teenagers, it is
1.06 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 statistics and other information
In order to provide a broad view of the Nation's

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available forS3.25
per issue or 328.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A theck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions 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 provided in tables
M, P, Q, and R of that publication.
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Table A4. Employmin t staltus of the popubltion by sos and age

1-.. 1--~~~~~~I. -

84cr~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ In StuI
___ ___ ___ __ ___ ___ _ ~ Sos. 0_._ 0_ . _6 [__, 5' 1 8 9 &T 80 908- 1988 8980 8961 * 98- 198 1981 1981

-o -. , - --------------- 16 7.005 1691.069 86 9. 252 167.00 5 868 .080 868, 605 1ES8.855 81.9.00 1 69. 5
2:.121 2.865 2,898 2.1 21 2.8 289 2.6 X.6 2.85

061086, 800~~~~~~~~~~~~~~~~~~~.6 0.6 I30.926 805.867 806.8176 806.6 806. I :602 196.23I 806. 736
.................. 63..9 63.95 00 638 6. 63.9 60. 63.7 63.

6,9.8..........933 98.;237 96.90 2 97206 98.639 9892 9.6 27 9,8
6,o06l..666666269666,9' . 98.6 58.1~ ~~~~~~~~~ 5.6 98. 2 50. 5.7 58.6 50.8 58.0

000............. 3.50 3.958 3.53 3.319 3.2165 3.05 3. 1370 3. 3 1 3.137
................ 96 .039 96.726 9 5, 385 97:. 67 95.17 9 0.10 95. 576 9019 99.880o

066661 7.683 ~~~~~~ ~~~~~~ ~~~~~~7.687 6.026 .968 7.36 7.902 7.657 3.66 8.2
. . ................. 7.8 7.73 7.5 7. 7. 7. 7. 3.5 0.

86,0. ................ ... 99.669 60.920 60, 869 59. 787 60. 172 60.082 60. 0172 60,68 1; (0, 35;9

.60 . .6 .................. 8 0.000 6.955 8805 I 60.1000 60. 681 7 66 763 80. 663 90.953 68.098
.96 .93 0.7 896 I.5 ,60 I.980 893 ,7

0.65., 66.0 ,2666,d.9.6' . 76~~~~~~~1,.000 76.92 79.075 76.060 76 730. 78.827 8., 8 80 70.9 72 79 :,075
0.01.056,600 60.835 60.283 6~~~~~~ ~~~~~~0. 60 037 0 35 60.673 60.96 6.99 6.3

.................... 77.81 76. 3 76. 77.69 76.6 767 7.I60 7.
E- ........... 56.8'25 56.606 56.269 55.68 56.26 50.9 56. 360 50. 36,9 56 .06

6..66.,.0...96..6.0.....06' . 30.2 ~~~~~~~69. 7 69.6 6 69 '69.9 699 697 6.6 6.
........ .........0.6.009 3.877 0, 170 6,090 0.309 3.979 8.286' 6.09 6.666

.................... 6.7 6.6 6,9 36 71 6.6 7.0 7. 2 7.87

................. :: 7 387.66 72,:796 1 72.98 79.:668 72".676 72.586 72.697 7 7.76 72.9oll

26u 8..6' 8.67 8.783 1.77 7.67 I.6 8.69 8.70 :73 8,37~~~~~~~~~~~ .~~~~~~~~.. 69. 603 78.066 78,226 69.987 70.718 70.092 70.7 806 7.0

0.91.61,6,16060 ~~~~~~~~~~~557.800 55, 963 56, 065 55'.9 5 55,.876 55. 157 5.065. 5006 5. 0
793 76.; 77 793 78.9 70.9; 79. 78.9 70.8

0.8 ..... 52.3663 52.82 52.3 51.963 52.5 52.69 52.720 52.6 00 52.327
E.,66..66660..2.06,.06' . 3~~~~~~~3.1 72.27 72.3 72.5 72.6 72. 72. 72.7 7.

259 2.6277 ,2.695 2.358 2.320 2'2.329 2.625 233 2.368B
661fl.20666 . 6~~~~~~~~~~~~9.905 50.I5 50.239 69.682 50.839 50 .62 50.723 IS.260 69.939

.......... ..... ....... 3.616 3,.58 3.332 3.532 3.825 37,167 3 .3219 3.695 3 .773
2.66,. ....... - .... 5.6 5.5 5.9 6. 6. 56 5.9 6.2 6.7

90.6260660020~~~~.O.6.......... 7,006 68.096 66.208 7006 617 .73 6.908% 87.9971 0.296 8828

600.266660' 9~~~~~~~ ~~~~ ~~~6,85 8 182 888 865 . 870I 879 .2 860 1, 18,~2 868:~0

0.9.61.60......... ...... . 65.280 6.8 602 .76 69,02 5.91 66.06 5,57 0.2
p67. ............... 2..1~o 52.0 52.6 7 596' 53." 3 5 2. 52.6 51 .6 52.32

............... I61.807 I 6.8'I785 02633 08 .325 02.366 6.667 6257 0,920 62. 711

......:........... 3.673 3.68 0 3.650. 3,063 3.675 3,520 3,06 . 7I3.66;7 3.3

. .................. 7.7 6.3 8.3 7,7 7.6 7.7 7.5 7.9 6.

..................... . 7 . 3.660 60.82 22 60.266 70.600 79.76 7 9.69 9 79.999 60.822 80.,266

.................... 93. 7 I5 5 937 89 850 858 956 I5
0. 0. . ............... 761.723 79.9666 60.095 76.723 79.687 79,7 39 79,888. 79. 966 .80.095

60602I600 09.097 69,789 62.585 60.666~~~~~~~~~~~~~~~~~~~~' 692.76 68,639 0.8 57 6.7,95 8."988
P9 . ............... 52.2 52.2 53,8 58,6 92 2.5 52.6 59.6 52. 3

86..........36.318 38.728 36.9,17 37.756 39.088I 39.0682 3 9.855 39.576 39.956
666.70.66.6.06.6.66.3.09.2.07.9.669 68.9 06.9I 08.8 09.5

................ 6557 660 669 576 562 57 60I0 8
66.U1.622208 . 37.~~~~~~~~~~~~~660 38.009 30. 636 37.9176 30. 09 36.507 36.550I 37.9 73 39.376

6.................... 2,779 2.991 3.096 2.732 2. 738 2.~797 2.708 2.8919 2.953
. ............... 6.6 7.2 3,8 6,7 6, 5 6.7 6,5 6, 7.0

86~~.6~066606S~i.660~.....6.......... 6S 0 16.829 `8689 8066 6'.26 86, 280 86. 869 86.8129 86. 089

309 296 297 309 296 297 300 296 297
0.0.. 1..6..*pj.6.,' . 86~~~~~~~~1,1.87 85.638 85. 7992 86.167 75g.96 "5.973 589 8.3 85792

06.61606, ~~~~~~~~~.... .:. 8.637 8.302 6 .35 9, 166 8.558 6.62 6 , 8 17' 600 8.778 6,26
.............. 50.6 2,0 5. 568 37 5.2 566 55.6 55. 2

69..........7. 250 6,657 6.678a 73.669 6.93 7.069 7.065 7. 086 6.3
6*8669,6.666.6.0.0,.' . 00~~~~~~~.8. 01,3 68,.5 65,6 62.71 6.3,6 03.7 03.9 63.

60.6666, 360 396 361 3~~~~~~~~~~~~~~~~~~~~~~~.92 363 356 366 766 76
863006,06660 ~~~~~~ ~~~~~6.662 6.262 6.3881 7.097 6.567 6.85 6.67 6.722 6.965

.... .......... 8,566... 8,66 16 8.676 9.697 9.628 8.: 5565 8.635 8. 692 1.793
. ................. 96,8 99.6a 20.998,5 39. 0 IS.71 88.6 89. 2.6

78. 2.66 02 66. 80. 366~ .94.,6,960 02 .. 1.,8.6 60.. 6060. - 0d .- .86



66

HOUSEHOLD DATA HOUSEHOLD DATA

Tabl At Employment status of the population by race, sex, and age
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Table A-3. Selected employment Indicators
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Table A.5. Major unemployment indicators, seasonally adjusted
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I81824 , _ 1, 79 l, 7 . 1. 2 * 3. O * 3.12 7 236237 .

I*1828l.~732 878 27.0 20.2 17.7 27.0 1.3
20182110.332 3700 2l.8 20.26 20.7 .... 42 2- 1.

..... .7 2. 5120 *5 46.0 17 5 165 6.

21 .. . ....................... 708 2.0 0.0 6. 6.1 I '.;

85 2.1 2390 239 - 3 . 3 3.7 1 3..
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HOUSEHOLD DATA

T A Etlom am. of O". _b* u pd 1 ppw8b

HOUSEHOLD DATA

_ _ _

005. Oct. Oct. June July 699. SePt. Oct.
1980 1898 1980 1819 1981 1981 1981 8981

0.818dru 2.................................8 17 55 17 52 17.S50 17.795 17, 828 75852 17 .806 11.923
I. .O _ .. . . . .65u 0............................ 7 9 10. 900 10.920

.1b ........................... . ..... . ... 618.3 61.2 61.0 60.6 59.8 60.3 9 60.9
E_ .......................................... 9.169 9.8186 9.070 9.086 9.118 9.086 9,119 9,092

1579 1,.790 1,631 1,667 1 536 1, 768 8.701 8,828
__................................................ U4.7 1 6. 1528I. 4}r. 3;.10,...8181,8.lu., 16.~~~~~~~~~~~~~ ~~3 15.2 15.5 100 16.2 86.3 8.

60906811 ................................. .. 6,797 6,5.6 6,6-. 7,006 7,170 7,088 6,96 7, 003

0.818... ............ ...... ...................................... 8,759 9,189 6,759 6.915 8,950 9,05 0 9 ,096 9.1'9
. ............ . .S596 5.863 5,589 5,658 5,656 5,665 5,757 5.878

. ........................................ 63.9 63.8 63.8 63.5 63.2 62.6 63. 3 6. 0
6 56.......................................... S 7 5.200 * .992 5,078 5. 096 5. I 1 6 5. 226 5. 238

............ ... . ....................... 580 597 560 5 569 533 660
................... ............... 9.8 10.0 10.7 10.2 9.9 9.7 9.3 10.9

. . . . ........................................... 3,162 3,326 3,170 3,257 3,296 3,385 3,348 3 ,311

- _84192 6. at7. b, _8 0139 .~4 -" !6 p8.442d8_ p..u8 * 0.148. _a d8180 _8.8 b 0. a -- 1811

T.M. A-1. S1 b- E88ic8nt.sW Of 88881 VI0.M -. K8~3 ad nu-W60 by eg. no -Ds"y 8dMtW

(Wm~o In 0,11188

°980 89681 9607 8196 1 90 6 89803i °19733 8900 1 908

7 n718_1r ..... . . 3.;31 7.386 7,0530 733 7.06 6553 67.5537 775 955~ 5.3 6.5
OIO 5.t. ... 8.640 1.321 1.565 1,332 1,396 8198 14 5 1 7 9.6 80.7
8100888.. . ., ,,,,,, 3,555 33 1 3, .35 3, 09 3, 275 2,933 160 1 76 .7 5.7
u6.unn.. .. 82 123 2,662 2.050 2 593 1.986 2.*58 66 135 3 2 5.2
. ..... .... I.050 1,302 923 1 136 893 1 089 30 07 3.3 0.8

T,8181,y ..815, 733 6,961 15,006 15,768 1885 86. 164 7 861 921 5.7 5
28o88~.. 07200 7.09 6,828 7,5 6326 6550 500 t01 .3. 7,

860841_.__ -. 3.73 3.75 2.068 _56 356 3.007 928~113 V 0So t 10.3

IWI 0584..9.8 .0 - a21.8 _,08_8_ 7 r1.. 8 'S : 9... a, ,s _ .- - I _ 04. _ 3 A 8
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HOUSEHOLD DATA HOUSEHOLD DATA

Tdb A-11. Empbnt8S9 5.n .9 IbO , _n8880.1 pogmtolotn to.it tho bng~ 1 61

6- -- -w1 . 6_

.... ............. 980 872 2981 1 90 1.81 198 5 9,811 191l 1912

G~~~f^ >-.. ~~~~ 11.1086 45,193'' 17,051 11.1l c357 08 1,11 1.4 1is7.0 1,493 11,521

_* T ;a .. 11.152 71.301 11.185 1 1,0.3 3 2 .2 ; 6 . 9 2 6 1.-7 3 1 .2
G-.h-N ' ......... 10,191 6 0 1 10j60 103S,4 6. 6a .57. 0 ,7,..6 6 10.39

790_ ,_' 8 8 I 8I 505 11 819 7686 a 20 a 92
4.9n~x D_ . .... . 6 82- 6 7.0 .6.,, 1.,8326 5.1 670 6.7, 6.1 .2 6 .6

,06 .01 1.I025 1,9 1.215 1,31 1.6 1,0 1 1.02

t.01 0,935 1~~~~~~~~~~~~ ~~~~~~.05 1,9 3,3 3.00 1 .1 465a 10 .198

b4~~~lfl3 ... . 0.651 0.800~~~~~~~~~~~ 3,964 2.9 1,824 71 2. 1,980 3.900 5,89 .8I0I

o. 2 2 02......... 8 2 0i6 30 266 50 359,8.0 1.8 6.4 6.0 5.96 6.4 6.2 1 ..,

_ .7 . a.... ....... 7 ., 6, 6. 93 ..., .7. .

b . .14 000 8.16 8,091 8.00 8,314 8.0-2 . 8.38 3 .6 . :
C . 5,twS ...... .. . 5' 5.00 0.6 :541 532 5.530 6 5,64 .20 5.519

E.elsz..6ra0 az::xut. 5,. 173 5,621 5 3 *°72 34,9 6 3. 67 5, 5 .0162 3 5 I0 7 1 1I I 0

2 13 '3 451 530 405 ,, 9462 463 9 3 6

GwshWDubm~s~aw1|m . 9.05 ,9.0 ,0.0, 9. 1.1 , 1. 930 9. 8.16 8.s3 16°°
6a,27 2 ,66 6 , 7 45 4,513 44 6 7

0,4.,. I~~~~~~~l ....~~13 2.960 , 395 1 3,04 3 2613 3399 62.92 2 96 0.93 3 2.963 30 1.060I

5..04, .... 2.168 2,151 2,812 2,192 2,145 0.111 2.195 0.115 2.819~~~~~~~~~~~~~~~~~~~~~~, ;' 1

1*~~~~~00 ....~~~~~~7 61 193N 210' 19 13197 195 00 25

60. 6. 65 6 .0 6.5 6. 6 6 7 6 36. 1.9

........6~ .... ,9 , 1 4, 3 1 3 3 . 25 440 4463.9 ,2

4* .... 3.161~~~~~~~~~~~' a.0 3.2 3.1 .4 .0 3.6 .15 .9

502 449 31 '2 5 35 465 50'I3 54 4

4.4 10.1 3, 11.5'I 13.68 10.6 11.0I ' I 1.1 11.21 12.1

*~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ z h. _ a .

r~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ ne

5,193 5.62 1.90 5.31 3.41 5.9S 5.61 0.62 50.61

0.,41, 3,516 3,4~~~~~~~~~~~~I015 3.566 3.209 5,53 3.55601" 3.15-2 .9 .6

6."244 0.~~~~~~~~~~~540 3,57331 00310 3.30201 5,302 3.002 3.,,265 5.1
44, 234 219 225~~~~~~~~~~~~~~~~~~~~ 25701 160 220 20

1 `. 6 158 13,32 1 37.106 10.33 I 3.3I3 I 2 .306 S.33 63

9,20 1.85 1 .892 1.97.4 ,6 .3 .6 .6

04~~~~044,4 1,343~~~~~620 6.311 0.511 61.39 6,571 6,.61 1,310 6,190 1.3 10

1.3 3. 6. 31 3. 8.0 16 1. 6.9 6.8
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ESTABLISHMENT EATA . STABLISHMENT DATA

T.bl. B-I. Emp_ o n p.Y.0ll. by ind.s99y

*9SO *oq. 0090., Ot. 0208h. a2l, Ju Aug. 3S3*~ *Ojt.9898 999 1991 1091 9100 93 - 931 998 1999 99

T 99,240 ............................. -. l1,500 32, 9 2, .32 , 90,6630 91.61S 91,e0 9l .901 91 74 9 91,703

610dhpb ...... ......................... 2,892 26.229 26, 29 3 1 2.529 25, .09 2 ,5, 39 25,9391 5,90 2!5,632
Mil................................... ,*03- 9 .16 . .6. 9,916 9, .032 9,990 I.912 9,959 9.5I 1 9.15 9

Cl,6 .............................. 699 .*.5791 .,51 9 ," o ,337 8,2. 9 ,2 72 .272 1,2 6 0.209

998f8 20.3235 r20,299 20.C 208 20,0503S a20.9 227.,242,9 120.32T 20. 27OS 0,00020.29 240

Ollpab *~~~~~~2.001 1.................... 2,969 90.290 094 92.010 92,219 12,303 92,J3 2330 *0.00S 12.920_ 3,309............................. 28,325 29.05 8.I1 1,495 9,00,159 1,-SS , - 0- I 905 2 -FV . 3 753............................. 9 3 0 62 6 327T95.Z 69227 3 6 7

_,"~~~~~~~9.8 3d709.03 769.2 993.2 49 6199 70? 09 677 8092777 2

865. 4 *89. 0 2 5 * 2 262 280 *29 427 02 8 276

N~~l~hll~lolh. 5 22T S 927 2 314 5 232 5 Tb957 5 730 S 33rS S 237 S 125 S 75 9 k97

211ki1.l. 1, 7 65.08,773.5 0695. 06. 61 958.911 0.570 ,9 1 *65 800 3 51, 4,

o63.5 669.1 66.. 7 S.: 9579 7 5.600 7 7.2 7.0 3 . 91,59

~~,__ilidDA3 l~~;,.6.9 161,32 2 ,279 3 1,51 3 I5 ,,52~ *,22-9 . 090 1,259 61o 1 *8,29

2 _ d -el .2,09 ,0 21 ,l 02 2. 59 2,550

- .. ....... 0, 09.0 291.9 211, 6. 28 3.9 57.2 '2. 2, 9' 2,2'2 ' 2,21966 'I 2.'49
R.,..8.,2 . ....... _l . 706. 7 o26 129.0 79.7 79 7 27 7 23 729 72 7 7"9.8...00 ... 099.2 0299 262. 5 22.06 8 295 0 0.7 o17 '95

6 . 0.974 0,295 9. .65,790 9,399 8,387 67.900 2,2021 8.972 7,923 t.919
989 5, 6 5,805 S,227 5.9032S.29 5,90 0,90 5,7807 5.790 0,-930 1 5 0 . 5,387
1 1 9 1.28..do,&o8 95,9R*,2 557SR765 91.77, 9775 7 1 195 9.S673 19,699 9,668 9,410 9,1 55~~ 35.9 75.6 99.2 9~~~~~~ ~~~~~~~~~~6:.4 9 7 9 7 79 7o
0o01299RGal dl3 .. . .............. 0 .9.85 34 2565..94.3.. : .5 5 3731 5 a 7 0

. 9270.5 1 ,276.8 9,292.3 9,27. 9,O 25 9,5264 9,78 19,07 9,2781 9.242690.0 0907095.93. 89 95 6 69 702 9. 9.209,9 9,289.8 9,2793.41 ,230..5 9,2062 9,204 ",290 9,29 9,30 9,297

G. 9,048. 9,992.0 9,999. 9,902.0 9,.02 92,991 9.990 9,904 0eu,. ~~~~~~ . 725.3 75.8762.3 74 9.9 7212 757 760 764 962 70
232.9 239.0 236., 2,735. 279 , 733 3 236 700 23.

99eoc. ..... 0............ 5,354 6 5.37 7 6 5.9996 60,330 8 5,987 05,797 65,09 05.8~70 0,023 60,999 1

480.................5,90 5,9175 5 ,22 5. 23 5.9129 5.9I40 5.90 7 5.990o 5.96 5.994

wh ~ -1 ................ 28,503 3 0,099I 1 20,9026 270, 9032 08,489I 2, 717 26, 796 20.90 8 7,09 2,99

........ 5,299 5,039 *2,0 531,337 1,429 5,399 5.333 1 5,3 0 ,357 0,286

S-ri . ........................... _ 8,_99.990 ,3 99,629 98.977 99,090 9,560 90.- 98,467 99,99 1 9le,939
G. 989.9.90,.............1.339 95,.90 95,00 95.902 90,29 690,000 9I,08 95,99 95,904. 5.82
9 ..... ............... 2,7791 2,903 2.70 2 .74 1 2,1990 2,069 2, 779 2,792 ]2,779 32.7006

. . .................... 93,5.57 234 92,90 3 ,958 93.464 93 ,209 3 9. 295 97,0 94 9,933 90,05
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ESTABLISHMENLDATA.

T.Abl. B2. Averge wekty h-un of pOduotlo- or n-p.nw l wophko. on proyt

non6Ui666It968OI PoWO06e bw In.&.s

ESTABLISHMENT DATA

1980 19a* 1961 9 1* . 1930 1 19a1 1981 1981p18

TO ................... 35.3 35.6 35.0 35.0 35.3 35.3 35.3 35. 2 36.9 1 3.9

0b4b6, ............... 3.6 96.1 63.8 a 6.95 ( (X (I3 83 (3 (1

COOC-.... 37.9 37.3 35.7 7. .1 01 03 31 1 0 (

,6,g .............. 39.6 39.8 39.5 39 3I. 60. 6 6 0 .0 I 39 .3 35 .

31ar~~ 60.3 90. 09. 09. 60. 60. 60.2 o7 45 60.75 39.65 39.35

. ........... .............. 7 3. 3.6 3.0 3. 3. 3 . 2.

_ _S ..................... 3......... 3 9 5 9. 3 6 39.7 39. a 27. 3 .3

.t .................... 5 3 . 37.9 3 8 8 3.9 38.5 378. 33.6 37.6

_ . . . ................. II 1 31 :-no1s 11s I 6s llR~ s.

F ~~~~~~~~~~~~~.......3.66.96. 3.8 a :. . 3 .: 3

.as o-w 6~~~~~~~~~~~:5.3 31. 0 00. 6 40.6 60.0 90.8 9 09 3. 03 6.

T8oW~dv p -....... 39.5 60.3 0.56 39.6 0.1 60.8I 60.7 60.6 36I.

,0.5 60.3t 39.5 30.0 60.3 60.3................ 0..3 60.. 39.6 3-9 I .I . la. . 39.9

Rlt6d ckb.2 . 398o 7 6 .0. 0 39. 6 3.33 39 60.3 0. 3 0.8 39 5 0.73

l,.0in03.0.ejrO 6~~~~~~~~~~1. 1 60.5 39o :.8 0. 6.3 46 61.3 8. 39.8 9.81

..................... 38. 9 36.0 3.8 39.2 3.6 39. 1 39. 39.1 38.( 5 38.9

w~~~ .&:: ~~~39.1 3gI'9. 3 9. 0.0 33.6 39I.3 391.3 38.9 I 6.9
_.9 3.0 3.1 3.9 3.8 3.0 72.9 32.9 2.8 32.

la~~~o 643o
3
..O.86 ~~~~~~~39.31 :: 90.0 39. 39. 33.6 39.8. 39I.6 39.. 39.32 39.3

71:1_. . _ ._~~~~~~~~~~~~~~~~~~~~ 3 Tt _*-

60.0 60.7 60.1 39.3 (1 (212 133 _ 23 833 (23.

.................. 3.9 6.0. 330 I9. 39. 6. 606 0.3 39.0. 36.,3
0.in30Oa ..oin 35.5~~~~~~~~~:' 36.3 35.2 35.3 35.6 36.8 35.9 36. 35.31: 35.6

..................... .23 3.2.5 63. 3 6.3 3.23 6.3. 9.3 933 3.76.

80086 . ................. 37.2 33. 33. 37. 37.8 37. 37.3 33.3 213 3.

0,a~~~a~~6.3oin~~~~~u 61.5 91.6 83.~~~~~I:3 68.3 68 :.5 613 6. 8.72 6.6 61.3

83*000 864.in*0 60~~~~~~~~.7. 6.6 3 9.8' 9.6 40.5 68.9 60.5 60.-6 33. 60.3:

L6. = . .............6036. 6 36.9 36. 1 36.6 36.7 33.6. 36.5 36. 9 363 3. 9

6908 ................... 39.8a 39.3 39. 1 39.8 3 (23 (23 833 (31 128

. ................. 33. 1 32. 8 32.72 38. 9 32.81 32.1 33.2 32. 1 32.81 3I.9

66068 on 30~~~~~~~...... .0 30.9~ 30.3, 9.8 30.1 30.1 30.1: 316. 33.1. 39.

. .................. 36. 3 36.3 36.0 36.2 (23 (23 (31 (21 833 (381

.................... 33.6 632.9 33. 33.5 33.6 33.5 33.5 33.6 33.6 33.5
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ESTABLISHMENT DATA U-TAIENSKME'Ni DATA'

Tebi. B-3. A-"* 30.-ty Wo w..kty d.anig. Mf p,odsei- ., osno-p-ooo,y -k-'-. pfl-t0

005. *o~~. 9.8k., 005., ....... ..... a, 5.5:, Oct.~~

T.W.~ ...................... 6.83..7.33 0.36 0.3a 2.1.10 258.37 256.8 257. St

ML~ .......................................... 9.36 00.05 00.09 00.23 008.00 337.62 .50.1O 355.80

C~uoo o.0.......:... ............... 0.28 10.87 00.0 00.37 388.00 .05.35 393.06 310.0>

................................ 7.89 A. 02 8.03 8.00. 290.0 3019. 20 320.53 3 20.53

.................................... 8.00 8.57 8.68 8.69 322.30 338.50 333.60 335.86

............................... 6.73 1. 073 7~.06 1. 09 263.82 278.07l 272.8 278. 18

5.60 5.9 60 0.7 20.0 23.3 22.0 22.I
3~~.. -' e~~~~c... .. v.79 8.60 8.53~~~~~~ 8.50 306 332.0.1 366.32 335. 10

. . ............................... 00.00 00.99 00.351 09.06, 802.9,9 1360.90 .56.79 337.99~~ m .. 7.69 8.27 8.33 8.3~~~~~~~~~~~~~~~~~~~~~~7 70085333.3 3239.03 336.80
- 8.30 8~~~~~~~~~ ~~~~~~~~~.36 8. 98 9.06 337.8.1 3060 38.9366.00

83c,3.ca.3,c~~~~~~e..7.,r., 7.08.... 0. 76 7.091 7.078 285. 76 30.0 308.36 3008
. .......... ................ 9.75 00.3 030 0 00. 55 3 00.173 307.015 003.32 82 .00

I. . .0. . ..................6:: 6. 96 7.56 7. 60 7. 59 2 79. 68 30.32 307.3 306.69
0. 0 ... ............. ......... I 5. 97 6. 06 6. 07 0. 2 23.3 2350 279

03,6t ...................... 6. 73 7. 26 7.30 7. 33 263. 53 2 05.026 288.017 28.5.87

ram ..................... 6. 95 7. 50 7.50I 7.58 275.92 30.00 301.29 298.65
................... 7.69 8. 68 873 8628 333.601 350.:33 309.27 330.6

9 .................... n 527 5.6 5. 68 5.7 200.2 22.022.225.37
0a,2 .0.0 ~~~~~~2 .......... 73 6.99 I 5.0 5.03 067.9 080.77 077.76 079. 93

,..,2a.0 c-= 8.09 8.67~ ~~~~~ ~~~~~~ ~~~~ 8.9 8.3 6.3 683 386.23 369.28
ft.3..g.,3.h~~~~~~~~............7.078 8.7 83 03 8.93 3180.013 3863 302.90

................. 8.53 9.0'9 9. 38 9.312 3 50.00 38.736771 366.2

............. ........ ... 6.79 7.3 0.0 7.3 276.3 29.733 298.52 3900.17
L2t . ......................... 8. 65 3..97 5.0.7 5. 07 070.09 003. 39 083.03 086.50

.Twc03 .................... I .... 9.019 8.89, 9.98 00.01 3 65. 76 390.66 393..22 390. 39

. ............................... .59 5. 98 6.0.3 6.00 0091.33 99.8 3 096.0 7 0 90.30

.................. :: ..::7.09 ::: :1 7. 67 7.7 7.7 13 278.38 2916.81 296.86 297.671
........................... ... 3.98 5.6I 6 I 5.30 10.9.20. 162.53 068.87 157 9.9

F0ekeo. o fb. .................. 5.9 31 .37 6. 36 6.301 200. 53 2301.23 228.96 232.03

......................... ........ ...... 6.00 6.601 6.50o 6. 55 195.60 200.8 9 200.60 202. 80
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ESTABLISHMENT DATA

Tobi. B.4. H-doy E.o.Ipog.988 I., p~rdsni- On o-n.oo8.ijr woS, pW..9
nongonst-r.1 P.Yroll. bII isd-try divisin ...o.Ily Odob-td

ESTABLISHMENT DATA

190 99 0981 1981 0980 91 09 i. 9 0.18

c. ......... ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 08...2.0(coj

lotal 949838 99.9*9993.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

M 9.9 8.... .30..13....38...190.0009.00.3.0....0..0.
0in9 .........58t .. 3.0...93.0.. 90. 9.0 9. 9.0 .. 00 (3

M~~t~~t.009tt 9~~~33.5 040.9 00.06 0. 0. 448 050 . .

F~~t~lt08.Itt8008tt~~*odtCO883008 . 009.9 0~30.8 13~ 1.l 130. 0.0 039.9 10.9~ .0 0.4

TOl 3.5.tO tt.d.. 0.f1 gg-0. -l I- fP..

.0 fot. Oc~~~t~~t 0980 19cr6r(8.tr1~*3.cl t O01*

G.- , . .0 Ic S :p . Ib 0 090 cc2. t Ip..6. 198t9 102. 1.2.8.0 ct3.1 .2.00 03.5 .. 011I

ml~.k ............ 0 ... ......... 43. 1 .0 12.6t. o. ....30.t cO2O6P2O 21. 0 Ot.312.0 0 136.5 13td-9. 013..' 139

lc 0 ...... t.............tdt . 769.90t c .t t 9r8.0 1.0.. 0003 IS 99ftc .Ot 0. .. 2105'D. 86 1

T~ix 8.. ..... o.of.................l boor. 098 pos90. 5 or. oo9882 '8.0 108Y 7no O iS., on :, 89 09r 00. 9..

. .. ........ Oc9. 90r. 9.0 I.. TA 0. Ar 0 II 0 S0. 09 130

Oosdc~~~~tO&,tl08 . 003.0~~, I 9 10. (0. 902.3 909 `7 901.0 90.9S 30.1 90. 90. 03899. 0
0(9603 1140 (26.0 07.0 933.1 009.6 979. 310. 29. 920.0 130.5 939.9 97.t93.

Ooro~~~ot~~oo 117.7 190.0 0(9.6 3~~~~~~~93.9l : 0.92336. 315.971. 909.31130. 930.0 105. 109.9

Oo8Io. .. 7...9.6.99.5.9.0.97. 99.6 00.7109. 30.6 00 9 900.98. 96.5
U~~rac.00 innm~~~~o 99.1369. 90. 93. 93.03 91.9 90.5 96.3 9099.50. 40.0 03.0

800.. On .cdd.. noonS ~ ~~97.9 090.5 990.3 I90.0 920.7 092.0 98. 9.5 93.9 11: 9t: 90.6 90.990.

300. i6 10.303 306.5 305.3 107.0 I09.4 309.6 309.0 (30.9 310.5 I08.3 90.0
................... 98.2 9 :3.3 9.3 93 9 96. 90. 93.3: 920.0 91.9 93.3I 93.6 09.9 90.

. ......... 3.990, . 9.5 90.3 90.90 91.2 90. 90.0 92.0 92.0 90.2 95.8 92.9a 99.0 92.0

N430083 oO . 9.09.09.09.9I 9.0. 9.3. 9.7. 90.3D 99.5 99.9 99.5 9S>3 97:.

000060 too voso ~~~~~93.3:' 99.303. 99.0 099.09 92.6.90. 9339009.00.
Oon~nott..oj. .000.90 96.6 93.9 90.9 95.0 90.0 99.3 93 S 96. 96.897. 97. 95.: 95.

r..ntno .060s.0csn ~~~~99.9 99.9' 300. 99. 99.2;O l 99. 09.79100.9 900.7 900.79230.9 90.3 9.
............ -6 93 99 9000. 10.6: 303. 30. 901.0 303.0l 300.0902.5 90. 302. 00.0 900.8

98000.tn...0087 n ........... 10,2.2 30.2. 902.0 304.0 300.6 303.9 305.3 305.3 902.9 922 0.7 300. 909.0
...........00.0.d.0 99.3 99.0 300.0 10.01 99.3 10.3O~ 30.2 305. 309.7 903.6 400.0l 302.0 300.9

10 . .50 . ............ 90.0 97.08 0. 095 9.5 09. 00.5 90.6 93.8 99.0 99. 99 9.

S.A.tP.-r 80...............10.6 1-09 339.0 933.3 939.7 303.0 932.3 332.0 132.9 992.6 112.5 330.7 332.7

O0I................106.3 005.7 306.4 905.0 905.0 105.3 105.0 305.9 906.2 396.0 305.2 0 30.2 900.6

1.................. 300.3 (006.3 3105.9 306.6 006.9 304.9 007.2 146.9 007.0 997.8 90.I 0. 0.

530580 . 930.4 ;090.7 1330. 131.51 3.1:2 .19.3 383.3 30.. 399.3 332.3 3.3931 3.
OI 00830. 300.7I00.9 30. I0.21595.6 905.2 395.3 906.9 0. 9. 0.

Fi-cw I-n,, o
3.0.999.9.....336......116.5 937 997. 7905 197.8 837.0 997.6 938.313. 9. 9.
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Representative MITCHELL. It's not an entirely pleasant task for
you, I know, to report such grim news. It's very grim. The data
with reference to minorities is just devastatingly bad. I want to
submit something for the record at this point, before I ask you
some questions about the black unemployment rate.

In 1932, a man named Jesse S. Heslip, then the president of the
National Bar Association, spoke to a convention of black lawyers
meeting in Indianapolis, Ind. He made an incredible statement.
I've circulated this to Members of the House, and I want to submit
it for the record.

He says-this is in the height of the depression:
Unemployment is the rule of today. And with unemployment, selfishness and in-

tolerance have increased to the point where substantial numbers of the American
people are on the brink of extinction . . .

Along with this economic upheaval, there is an increasing racial prejudice. We
find race prejudice in America greatly intensified and extending to almost every
phase of our life. It is firmly believed that our economic condition, causing unparal-
leled unemployment, has given rise to more selfishness and more intolerance-

Remember, this is 1932. He uses the word "Negro."
The Negro occupies the lowest and most unsafe position in America's economic

program. We are the first wards of the public charity, as a rule, because we occupy
a very insecure economic position. What can the Negro business and professional
man expect in the way of economic safety and prosperity with any reasonable
degree of permanency when he is primarily dependent upon Negro labor for patron-
age and support?

He ends his statement by saying:
The Negro church, school, and home are the background of our social life. With

these institutions devastated by poverty-

And I would insert unemployment at that point-
May not the Negro business and professional men reasonably anticipate their own

collapse?

I would ask that this statement in its entirety be submitted for
the record.

[The statement referred to follows:]

STATEMENT OF HON. PARREN J. MITCHELL OF MARYLAND, U.S. HOUSE OF
REPRESENTATIVES, WEDNESDAY, NOVEMBER 4, 1981

Black Americans 1932-Black Americans 1981

My colleagues, in 1932, Jesse S. Heslip, then President of the National Bar Associ-
ation, spoke to a convention of Black lawyers meeting in Indianapolis, Indiana. He
made an incredible statement, a portion of which follows:

"The average citizen of these United States a few months ago looked upon this
panorama with a sense of security from the agitation and distress which he saw in
other parts of the world. With our statesmen, editors and bankers declaring in God-
like fashion that "prosperity was just around the corner" this average citizen felt
himself God's selected saint. The United States boasts that it is the wealthiest and
most enlightened nation of the family. Yet hardly any other nation, blessed with
America's facilities, could so fail and neglect to provide ways and means of relief
from these economic and political burdens as miserably, miserly and ignorantly as
our Federal Government.

"With bank failures as common as daylight; with no sound and safe economic pro-
gram proposed by either of our major parties; with farmers and urban homes stag-
gering under unprincipled mortgage loan; with diseased parents and undernour-
ished children uncared for; with smokeless factories, rusted machinery, and bank-
rupt business, and with approximately 12,000,000 unemployed, the United States
offers only bread lines and soup kitchens as its relief to its distressed and tormented
citizens.
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"Unemployment is the rule of today. And with unemployment, selfishness and in-
tolerance have increased to the point where substantial numbers of the American
people are on the brink of extinction ...

"Along with this economic upheaval, there is an increasing racial prejudice. We
find race prejudice in America greatly intensified and extending to almost every
phase of our life. It is firmly believed that our economic condition, causing unparal-
leled unemployment, has given rise to more selfishness and more intolerance . . .

"The Negro occupies the lowest and most unsafe position in America's economic
program. We are the first wards of the public charity, as a rule, because we occupy
a very insecure economic position. What can the Negro business and professional
man expect in the way of economic safety and prosperity with any reasonable
degree of permanency when he is primarily dependent upon Negro labor for patron-
age and support? All about us we see Negro homes falling under the crash of the
judicial hammer at foreclosure sales; we witness Negro families scattered and
broken by reason of poverty forced upon them through the inability of the chief
bread winners to sustain them by decent labor; we find otherwise respectable Negro
men and women seizing upon boot-legging and prostitution as means of livelihood,
not by choice, but because of this most detestable and prejudicial economic scheme.
The Negro church, school, and home are the background of our social life. With
these institutions devastated by poverty may not the Negro business and profession-
al men reasonably anticipate their own collapse?"

The question for this Congress is-how much have circumstances really changed
for Black Americans? Black adult unemployment is twice the rate of White unem-
ployment in 1981; how much has changed? Black youth unemployment hovers
around 50 percent; how much has really changed? Black businesses still get less
than 2 percent of all federal government contracts. The Ku Klux Klan and other
hate groups are on the upsurge in America in 1981; have circumstances really
changed for us? If they have not, and I do not believe they have, what does this
Congress intend to do to bring about the desired changes?

Representative MITCHELL. So here we are, 50 years later, with a
remarkably similar circumstance. Your report shows that the rela-
tionship between black and white unemployment has remained at
about 2 to 1 for several months. There's no question in my mind
that this is a fundamental worsening of the job market for blacks.

Given that minorities comprise between 40 and 50 percent of the
participants in most of the CETA programs, do these jobless figures
that you give us today parallel the cutbacks in these programs, not
just the effects on participants in phased-out programs, but on the
population that would have been eligible for CETA?

Ms. NORWOOD. These figures obviously include any of the people
who would have been employed, had the CETA programs contin-
ued, who are now unemployed.

However, Congressman, I think it is important to note that if
you go back over a period of several years, the employment prob-
lems of black and other minority workers have not been improving
to the extent that the unemployment situation for whites has been.
When you go back through the last several recessions, you find
that, in recovery periods, there has been some generally slow im-
provement, but the improvement during the recovery period for
black citizens has not been so great as it has for whites.

Representative MITCHELL. You are including those who were
CETA workers.

What about those who might have moved into CETA programs,
had such a program been made available to them?

Is that available?
Ms. NORWOOD. We include, as you know, all of those people who,

during the survey period, were available for work and were looking
for work.
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Representative MITCHELL. Secretary Donovan's curious letter to
Chairman Reuss expressed confidence in the ability of the unem-
ployment insurance system to take care of the victims of unem-
ployment. If you can, would you tell me roughly what proportion of
those currently without work are eligible for unemployment insur-
ance?

I think that the benefits have been scaled back to a maximum of
26 weeks in most States. This was done in response to the adminis-
tration's budget proposal. So we've scaled down, which would sug-
gest to me that some people are not going to be able to get benefits.
What proportion of those currently without work are eligible?

Ms. NORWOOD. The last release on the insured unemployed
showed slightly more than 3 million people who were receiving un-
employment insurance under regular State unemployment insur-
ance programs.

There are 8.5 million unemployed. So, roughly three-eights.
That's a very rough figure.

It is important to note that, this month in particular, some of the
increase in the unemployed occurred from new entrants to the
labor force and re-entrants to the labor force. That is, people who
had been out of the labor force for a while, for a variety of reasons,
who are now coming back into the labor force.

Generally, the entrants are not eligible to receive unemployment
insurance.

Representative MITCHELL. They wouldn't be eligible, of course. Of
course, it doesn't matter whether they're re-entering or seeking to
re-enter or are new entries, the pain is still there if you just can't
find a job.

A couple of other questions, Senator, and then I'll turn to you.
I used to think that I understood the English language pretty

well, but apparently I don't. Yesterday the administration officials
said they expected this to be a standard recession.

Could you define for me what a standard recession is?
Ms. NORWOOD. No, sir. I cannot define a standard recession. Any

recession is clearly a problem, and I think there is a lot of disagree-
ment among very capable economists about the differences between
and among recessions.

All that I can tell you is that the unemployment rate that I'm
reporting today is higher than that which we had in the 1980 reces-
sion, a downturn which appears to have lasted only about 6
months-and then was followed by a brief recovery period. But, al-
though unemployment is higher than in the 1980 recession, it is
still lower than in the severe recession in 1974-75 when, you recall,
the unemployment rate rose to 9 percent.

Representative MITCHELL. Which is what I expect is going to
happen. I think Heller is wrong when he talks about 8.5. I think
we re going to see 9 percent unemployment before this dreadful
period ends.

You say it's as high as it was in 1980. What happened in the
month following 1980?

What happened in the 1980 standard recession? If it's standard-
I don't know.

Ms. NORWOOD. I don't think it would be considered standard. It
was quite short and quite sharp.
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Representative MITCHELL. The nonstandard one, then?
Ms. NORWOOD. We did have in 1980 a few months in the second

quarter of the year when there were very sharp increases in the
unemployment rate. In that sense, this is a similar situation.

Representative MITCHELL. When we come to define a standard re-
cession-I guess 1974-75 was clearly a recession, whether it was
standard or nonstandard?

Ms. NORWOOD. A very serious one.
Representative MITCHELL. Could you briefly indicate what was

the duration of that? What happened to the unemployment picture
following that period of recession?

Ms. NORWOOD. The 1974-75 recession began toward the end of
the fall of 1973, and it continued until about March 1975. And we
had some very steep unemployment rates. In fact, in May 1975 we
had an unemployment rate of 9 percent.

Representative MITCHELL. Am I right in assuming that while
there was that improvement following the 1974-75 recession, where
more jobs were created and more people could go to work, the mi-
nority population never really did catch up, did it?

Ms. NORWOOD. That's right, sir. That's the point that I was
making earlier.

Representative MITCHELL. Senator Kennedy.
Senator KENNEDY. Thank you, Representative Mitchell.
What we're really talking about is 1 million Americans, accord-

ing to your chart, who have since July of this year lost their jobs; 1
million men and women and young people in this country have lost
their jobs.

Isn't that another way of expressing these same figures?
Ms. NORWOOD. Yes, sir, an additional 1- million workers have

been added to the jobless total since July.
Senator KENNEDY. That is a major increase in unemployment.

It's a major matter of deep concern for all of those individuals, for
their families, and for our society.

And the question, I think, is: When will the administration start
to deal with that program?

Are we going to have to wait until unemployment goes to 9 per-
cent, 10 percent?

When can we expect some focus, some attention, some direction
on these 1 million men and women-many, I'm sure, heads of
households-to try and insure that they are not going to bear the
burden of a bad economic policy?

Ms. NORWOOD. I obviously can't answer that question, Senator
Kennedy.

I am certain that everyone would agree that the loss of a job is a
problem for any American. There are, of course, many differences
in the specific effects of unemployment, that depends in part on
the family status of the people, as you suggested.

Senator KENNEDY. Well, it seems to me that we have really a
three-headed monster in our economic policy. We've got the supply
siders, we've got the balanced budgeters, and we've got the mone-
tarists-all within the administration, all pulling, tugging, hauling,
and speaking about the economy. All expressing their views and
imposing their views on economic policy.
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And what we have heard now, with that kind of basic conflict
within the administration's economic policies, is that there are 1
million men and women who have lost their jobs.

It just seems to me that the American people are entitled to an
economic policy that will speak with a single voice and will address
the kind of problems which affect every family-high interest
rates, the real possibility of losing their jobs, the very nature and
status of the American economy. I am sure they are thankful for
some attempts at reduction. I am sure they are concerned now
about the possibilities of what has been referred to as revenue en-
hancement tax increases.

It appears to me-and I would think to other members of the
Joint Economic Committee-that this is what our sense is as well.
You have basic conflicting economic theories that are tied on to
this policy, which is resulting in a significant increase in unem-
ployment.

I think that people are entitled to ask: When will it end? When
will it stop?

I don't know whether that's a fair question to you, but we are
required to ask it, since the administration refuses to send up a
person to address the policy considerations which have brought us
to this position today.

I would think that we would be failing to meet our responsibil-
ities. Certainly the people in my own State of Massachusetts, who
have seen the most significant increase in unemployment, would be
asking the administration policymakers what are they going to do
about it and when are they going to do it.

I don't know whether you can help us on that?
Ms. NORWOOD. I'm afraid I can't, Senator Kennedy. My purpose

in being here, and the purpose that the Joint Economic Committee
traditionally has had for this hearing, has been for the profession-
als in the Bureau to come before the committee to try to explain
the data as well as we could, and to answer any questions that you
had of us, about the data.

Representative MITCHELL. Would you yield for just a moment?
I understand. That's precisely why we wanted the Secretary of

Labor to be here. He's a policymaker. He should be the one who
explains.

Ms. NORWOOD. Yes, sir, he is. But if you will recall the back-
ground of these hearings, going way back several administrations
ago, the Joint Economic Committee began these hearings after the
Bureau of Labor Statistics eliminated its press conferences. And
this was a replacement, essentially. And in fact, when there is no
hearing, the BLS does have a press conference.

At that time, we also established a process-the Government es-
tablished a process-I believe that under the administration of
President Ford, there was a process established which provides
that the policymakers do not get the data before the press actually
gets them.

I'm certain that Secretary Donovan, Mr. Weidenbaum, and
others-once they've had a chance to look at the data, would make
themselves available.

Representative MITCHELL. Just one more thing, Senator.
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I'm sure that Mr. Donovan is a man of superior drive. He had
these data last night.

Ms. NORWOOD. He did not have these data last night. He had no
information from us. No one in the Department outside of BLS had
this last night.

Representative MITCHELL. What time was it released?
Ms. NORWOOD. It was released this morning at 9 a.m.
Representative MITCHELL. Well, a man of superior intellectual

ability would have 1 hour to take a look at it, and then come to
this hearing.

Senator KENNEDY. We respect your integrity in maintaining the
figures, but I'd say there were a dozen different Senators who knew
there was going to be a significant leap up in the unemployment
level. They didn't have the exact figures, but we did know it was
going to be a large increase. And it's difficult for me to believe that
the Secretary did not have that same information. I see in the
notice that was put out by the Joint Economic Committee, that
Malcolm Lovell, the Under Secretary of Labor, was expected; I can
probably understand why the administration wanted to duck this
hearing.

Just a final comment. We don't have the policymakers here, but
I want to thank you for coming up, Ms. Norwood. It's not an easy
task, and you are reporting to us only the figures, but I would hope
that you can bring back to the administration the sense of frustra-
tion that many of us feel here. I remember very clearly the Presi-
dent's message on Labor Day talking about jobs, jobs, jobs. Quite
frankly, I think that was an old Hubert Humphrey line. When we
were talking about Humphrey-Hawkins years ago, we talked about
a bill for jobs, jobs, jobs.

We heard Mr. Reagan use it during a Labor Day address. Now I
think what we have heard in your testimony this morning is lost
jobs, lost jobs, lost jobs. And it seems to me that the administration
has a real responsibility to review its economic policies which are
bringing us into this recession. After all, it was their tax cut; they
were successful in the House and Senate of the United States. It's
their interest rate policy.

Mr. Volcker in testimony before the Banking Committee over in
the Senate has indicated that he has seen no efforts by anyone in
the administration for any kind of intercession or moderation of
the high-interest-rate policy. It's been their tax program. And it is
their economy. I think that the million Americans, men and
women, who today are reflected in the statistic of a 1-percent in-
crease in the unemployment rate, the million Americans who are
out of work since July of this year, are asking the question of the
administration, when are you going to begin to address these seri-
ous problems? When are you going to face the lost jobs and all the
implications they have had on the fabric of our society, on our pro-
ductivity, on our economic vitality, on the economic policy of bal-
ancing the budget and increased deficits?

Ms. NORWOOD. Senator Kennedy, I can only respond by empha-
sizing what I consider to be my responsibility and that of the
Bureau of Labor Statistics. And I hope you will agree that our re-
sponsibility is to provide you and the other Members of Congress
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and the public with the most accurate, and the most objective, and
nonpolitical data that we can. And that's what we're here to do.

Representative MITCHELL. Ms. Norwood, both of us understand
that completely. After you've testified, I've often been tempted to
send you a half dozen roses or something--

[Laughter.]
Representative MITCHELL [continuing]. Because you have to come

and experience some very serious questioning.
I just have two other areas in which I want to ask some brief

questions. You cited the unemployment rate for the automobile
and construction workers. Are the unemployment levels in those
industries below the levels experienced in the 1980 standard reces-
sion?

Ms. NORWOOD. Yes; that is true for automobile workers. Howev-
er, the unemployment rate for the construction industry of 18 per-
cent in October surpassed the high recorded during 1980.

Representative MITCHELL. They are still below in both those
areas?

Ms. NORWOOD. That is the case for automobile workers, but not
for construction.

Representative MITCHELL. Would you tell me what other indus-
tries have unemployment rates greater than 10 percent?

Ms. NORWOOD. We can submit that for the record.
Representative MITCHELL. I'd be interested. Everybody knows

about the automobile and construction industries. I'd be very cur-
ious whether there are other industries with greater than 10-per-
cent unemployment.

[The following information was subsequently supplied for the
record:]

The Bureau of Labor Statistics has available monthly seasonally adjusted unem-
ployment rates for specific industries within manufacturing only. About half of
these industries had October unemployment rates in excess of 10 percent. These
were:

Percent
Lumber and wood products.......................................................................................... 15.1
Furniture and fixtures.................................................................................................. 11.1
Primary metals industries............................................................................................ 4104
Fabricated metals industries ................... ......................................... 12.5
Automobile manufacturing ............................................................. 12.5
Food and kindred products........................................................................................... 11.0
Textile mill products ............................................................ 12.8
Apparel and other textile products............................................................................ 10.4

Representative MITCHELL. My last question is, this 8.5 or 8 per-
cent that we've talked about. Is it regionally concentrated, or is it
evenly distributed throughout the United States?

Ms. NORWOOD. There has been over the last several months a
concentration of this reduction in employment in some of the dura-
ble manufacturing industries, in particular, automobiles, steel, and
some of the other primary metals and machinery industries, as
well as in construction. Obviously, that means that the Midwest
area, where there is a concentration of some of those kinds of
plants, has been harder hit than other parts of the country. This is
now beginning to affect other areas.

Representative MITCHELL. What about the Northeast?
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Ms. NORWOOD. The Northeast has had an increase in unemploy-
ment. As Senator Kennedy has said, there was an increase in Mas-
sachusetts this month of 1.5 percentage points. Although the error
rate of the State data is higher than for the Nation as a whole, I
believe there was a significant increase in the unemployment rate
for Massachusetts. It was 6.4 last month and has risen to 7.9 now.

Representative MITCHELL. Ms. Norwood, and your two colleagues,
thank you very much.

Maybe during the next month I'll save up some money and be
able to present you with flowers to sort of soften the blow. Thank
you very much for being with us this morning.

The committee stands adjourned.
[Whereupon, at 10:45 a.m., the committee adjourned, subject to

the call of the Chair.]
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FRIDAY, DECEMBER 4, 1981

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room

5110, Dirksen Senate Office Building, Hon. William Proxmire
(member of the committee) presiding.

Present: Senators Jepsen, Proxmire, Kennedy, and Sarbanes.
Also present: James K. Galbraith, executive director; Richard F.

Kaufman, assistant director-general counsel; and William R.
Buechner, William Keyes, and Mark R. Policinski, professional
staff members.

OPENING STATEMENT OF SENATOR PROXMIRE, PRESIDING

Senator PROXMIRE. The committee will come to order.
For just over 10 years, the Joint Economic Committee has been

conducting monthly hearings on the current unemployment situa-
tion. I remember when they started. I recall them because they
used to have a press conference by the person who occupied the po-
sition you occupy now.

Ms. NORWOOD. That was cut out. So we supplied this as a change,
and it's been, I think, a very welcome and useful change for us.

During that period we've witnessed three major episodes of reces-
sions and increased unemployment, yet seldom before have Ameri-
can workers had such bad tidings as the unemployment news of
the past few months. In November, the unemployment rate rose
four-tenths of 1 percent to 8.4 percent, following an increase in Oc-
tober of 0.5 percent. Since July, the number of people unemployed
has increased by more than 1½/2 million. The number of unem-
ployed now stands at 9 million.

Even administration officials who in January and February were
confidently predicting strong growth and falling joblessness as a
result of the program, now admit that we are in the midst of a seri-
ous recession and that unemployment could rise as high as or even
higher than it did during the 1974-75 recession.

The roots of this recession can be found in the economic prob-
lems of the past year. When we had continuing high inflation, we
had a policy of very tight money, and we had significant Govern-
ment competition in the credit markets due to the need to finance
a deficit of almost $58 billion. Estimates for the fiscal 1982 deficit
now range as high as $100 billion. Of course, that comes on top of a
trillion dollar national debt-$1.9 trillion-which has an average

(85)
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maturity of less than a year and, therefore, has to be borrowed all
over again every year, and this puts fantastic pressure on the
credit markets.

All this served to push interest rates to record heights and pull
the rug from under the economy. This is a different kind of reces-
sion that has been caused by high inflation and high interest rates.

So the medicine has to be different too. The old salve of pumping
up Government spending could even make matters worse because
spending often comes too late, generating more inflation and
higher interest rates as the deficit rises.

We should instead be taking steps now to control inflation as we
come out of the recession. We should keep spending under control.
We should foster an antitrust policy which fosters business compe-
tition. We should generate a policy which generates more business
investment and productivity. We should develop a trade policy
which encourages American business to compete on a world scale.
We should encourage business and labor to exercise wage and price
restraint.

No one welcomes a recession, least of all those who lose their
jobs. Since we are in a recession, our first priority should be to im-
plement policies which will permit strong noninflationary growth
when the recession is over.

The Senator from Massachusetts.

OPENING STATEMENT OF SENATOR KENNEDY

Senator KENNEDY. Thank you very much, Senator Proxmire.
It is unacceptable that the American economy is being permitted

to sink deeper into recession. Unemployment is now 8.4 percent
across the Nation. Nine million Americans are out of work; 1.5 mil-
lion workers have lost their jobs since the beginning of the
summer.

The President promised that his economics plan would bring
jobs, jobs, and more jobs. Instead it has brought recession, reces-
sion, and more recession. Their plan was supposed to produce thou-
sands of jobs. Instead it is producing thousands of layoff slips, just
in time for Christmas.

The apologists for the administration like to say that their plan
has only just begun to work. But that's not true. Their policy of
high interest rates began to bite last January 20, the day they took
office. Now, they have given us the harsh recession that their
policy made inevitable. They didn't inherit this recession; they
caused it.

What the country needs is a serious economic policy to deal with
our serious economic problems. Tax increases or deeper spending
cuts will only make the recession worse. We need realistic steps to
stop this recession before any more workers lose their jobs. What
we do not need is, as we head into this holiday season, is an admin-
istration that plays Santa Claus for the wealthy and Scrooge for
the average family, the needy, and the working men and women of
America.
. Senator PROXMIRE. The Senator from Maryland.
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OPENING STATEMENT OF SENATOR SARBANES

Senator SARBANES. Ms. Norwood, I'm pleased to welcome you
before the committee.

The figures you bring us this morning are extremely disturbing.
We've had an increase in the unemployment rate in a 2-month
period of almost a full percentage point from 7.5 percent to 8.4 per-
cent. And all the key indicators are that the economic situation
continues to worsen, so that we continue to move downward.

This is coupled with a slackening over the summer which has
now thrown over 11/2 million Americans out of work in the last few
months. The policies that the administration has pursued, the high
interest rates which have provoked near depression in the housing
and auto industries-and I understand that the particular impact
in those industries is reflected in these unemployment figures we'll
be looking at this morning-simply have not worked.

I think it's time for the administration and its spokesmen to rec-
ognize that fact and to address the economic conditions facing the
country. It is the people who do not themselves go through the
wringer that give the country the advice that everyone else must
pass through the wringer.

I am struck by the fact that those putting forward that advice
that the country has to pass through a wringer do not themselves
go through the wringer. It's others who pay the high cost of a mis-
guided economic policy.

We are pleased to have you here before the committee.
Senator PROXMIRE. Thank you.
Ms. Norwood, we're delighted to have you. This is Mr. Layng, I

take it, on your left?
Ms. NORWOOD. This is John Layng on my left and Thomas

Plewes on my right. Tom heads the office dealing with employ-
ment-unemployment statistics. John Layng heads our price office.

Senator PROXMIRE. All right.
Senator KENNEDY. Mr. Chairman, just before we get started-

and I think all of us are very grateful to Ms. Norwood for coming
before this committee and giving her report to this committee-do
I understand that Murray Weidenbaum was scheduled to come
before the committee?

Senator PROXMIRE. He was scheduled. As I understand it, he was
unable to be here and let us know, I think about what, 48 hours
ago-yesterday.

Senator KENNEDY. Well, do we have any reason for the fact that
the administration would not send Mr. Weidenbaum? This is the
second time that we, to my knowledge, have had administration
witnesses scheduled to speak on these issues. I don't know whether
it's completely coincidental that the most significant rises in unem-
ployment have been times when those officials have found reasons
not to appear before this committee.

Senator PROXMIRE. It's my understanding that the reason that
was given was that on Wednesday the President asked for a meet-
ing, told Mr. Weidenbaum he wanted to have a meeting with him
on Friday morning, and so we had to accede to that.

Senator KENNEDY. What we're seeing this morning is that the
figures and statistics show a significant increase in unemployment.
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That increase translates into countless real tragedies, in human
terms.

Whatever Mr. Weidenbaum is doing for the President in the
White House is probably important. But I think it is of enormous
importance to those 500,000 workers that have been laid off over
the past months and have lost their jobs to hear what the adminis-
tration is going to do about recession and rising unemployment.
And this is the place where a responsible official of the administra-
tion would be able to explain that policy.

The President's spokesman should be here to respond. I want to
make that clear on the record.

Senator PROXMIRE. Thank you, Senator Kennedy. I share that
view and share it very strongly.

Ms. Norwood, please proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY THOMAS J. PLEWES, ASSISTANT COMMISSION-
ER, OFFICE OF EMPLOYMENT STRUCTURE AND TRENDS; AND
W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Senator Proxmire and members of the committee,

I'd like to add just a few comments of my own to the press release
issued this morning.

Additional deterioration in the labor market occurred in Novem-
ber. The number of nonfarm payroll jobs dropped by 235,000, the
unemployment rate rose from 8 to 8.4 percent, and the employ-
ment-population ratio stood at its lowest level in 4 years. The dete-
rioration which set in this summer has accelerated in the last 2
months. The overall jobless rate, after rising half a percentage
point over the summer, jumped up nearly a full point from Septem-
ber to November. The number of payroll jobs grew very slowly be-
tween July and September, but declined by nearly half a million
over the last 2 months.

The economic downturn is widespread. In each of the last 2
months, employment increases occurred in less than one-third of
the 172 industries included in the BLS index of diffusion. In prior
months, at least half of these industries had recorded gains.

The number of unemployed workers reached 9 million in Novem-
ber. Since July, the jobless count has risen to one and a half mil-
lion. About 900,000 of this increase occurred among adult men
whose jobless rate rose from 5.6 in July to 7.2 in November, very
close to the alltime high reached during the 1974-75 recession. The
number of unemployed adult women and teenagers each rose by
about 300,000 since July. Over the same period, unemployment
rates rose markedly for both white and black workers.

Although the November drop in payroll jobs was pervasive
throughout the economy, two-thirds of the decline occurred in the
durable goods industries within manufacturing with especially
large reductions in transportation equipment, fabricated metals,
and electrical equipment. The number of jobs in construction, al-
though little changed in November, was well below the 1981 high
reached in April.
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The service producing sector of the economy, which is usually
less affected than the goods producing sector, declined slightly in
November. The number of jobs in the services industry itself, how-
ever, continued to grow. Employment in retail trade rose less than
it typically does during the pre-Christmas period and thus declined
on a seasonably adjusted basis.

Factory hours continued to decline in November, as both the
workweek and overtime hours dropped. The index of aggregate
weekly hours in manufacturing, which reflects both changes in em-
ployment and in the workweek, has dropped by more than 5 per-
cent since July.

Recent labor market developments may be compared with the
changes which occurred during the same period in earlier reces-
sions. Since July of this year, the number of unemployed persons
has risen by 20 percent. This increase in the level of unemploy-
ment is close to the 22-percent change which occurred in the first 4
months of 1980. The 2.5-percent decline in factory jobs during the
last four months is similar to the drop in early 1980. However, the
current period is different from the 1974-75 recession.

At that time, unemployment rose slowly for several months and
then began to rise sharply in September 1974. In the 4 following
months, unemployment levels increased 33 percent and factory jobs
declined 5 percent.

Although the change in the unemployment rate since early
summer has followed much the same pattern that occurred during
the first 4 months of 1980, the jobless rate in July of this year was
higher than at the beginning of the 1980 recession. As a result, the
rate of unemployment in November, at 8.4 percent, is at the high-
est level in 6 years.

We'd be glad to try to answer any questions you may have.
[The table attached to Ms. Norwood's statement, together with

the press release referred to, follows:]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11 ARIMA method X-11

Unadjust- - method Range
Month and year ~~~~~concur- Stbe12-mo (former (coIn. 2-

Official rent Total Residual extrapola- official 8)

1980
November ..... ......... 7.1 7.5 7.5 7.5 7.5 7.5 7.5 7.5.
December ..... ......... 6.9 7.4 7.4 7.4 7.4 7.4 7.4 7.3 0.1

1981
January ... ........... 8.2 7.4 7.5 7.4 7.5 7.6 7.4 7.4 0.2
February................................. 8.0 7.3 7.4 7.2 7.4 7.6 7.3 7.2 0.4
March .............. 7.7 7.3 7.4 7.2 7.3 7.7 7.3 7.2 0.5
April........ ...... 7.0 7.3 7.3 7.3 7.3 7.3 7.3 7.3.
May .............. 7.1 7.6 7.5 7.7 7.8 7.4 7.6 7.7 0.4
June......... ..... 7.7 7.3 7.3 7.4 7.3 7.2 7.3 7.4 0.2
July......... ..... 7.3 7.0 7.1 7.2 7.0 7.0 7.1 7.2 0.2
August....... ....... 7.2 7.2 7.2 7.3 7.1 7.2 7.2 7.3 0.2
September .... .......... 7.3 7.5 7.5 7.5 7.5 7.5 7.5 7.5.
October ...... ........ 7.5 8.0 7.9 8.1 8.0 7.9 8.0 8.0 0.2
November ..... ......... 7.9 8.4 8.3 8.4 8.4 8.2 8.4 8.4 0.2

(I) Unadjusted rate. Unemp!oyment rate not seasonalty adjusted.
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(2) Official rate (X-11 ARIMA method: The published seasonally adjusted rate. Each of the 3 major 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 independentl using data from January 1967 forward. The data series for each of these 12 components are extended by a year
at each end of the original series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen specifically for each series. Each
extended series is then seasonally adjusted with the X-ft portion of the X-ti ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended series for adult male unemployment before seasonal adjustment. 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 beginning of each year; extrapolated factors for July-December are computed in the middle of the year
after the June data become available. Each set of 6-month factors are published in advance, in the January and July issues, respectively, of
Employment and Earnings.

(3) Concurrent (X-It ARIMA method): The procedure for computation of the official rate using the 12 components is followed except that
extrapolated factors are not used at all. Each component is seasonally adjusted with the X-It ARIMA program each month as the most recent data
become available. Rates for each month of the current year are shown as first computed; they are revised only once each year, at the end of the
year when data for the full year become available. For example, the rate for January 1980 would be based, during 1980, on the adjustment of data
from the period January 1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the
official procedure, the results of this method will be identical to the official rate at the end of each year when the most recent observation is
December.

(4) Stable (X-11 ARIMA method): Each of the 12 labor force components is extended using ARIMA models as in the official procedure and
then run through the X-It 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-month 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.

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

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

(1) 12-month extrapolation (X-It 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 January through June of the current year are the same as the official values since they reflect the same factors.

(8) X-1t method (former official method): The procedure for computation of the official rate is used except that the series are not extended
with ARIMA models and the factors are projected in 12-month intervals. The standard X-1t program is used to perform the seasonal adjustment.

(9) Methods of Adjustment: The X-It 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-1t ARIMA Seasonal Adjustment Method, by Estela Bee Dagum,
Statistics Canada Catalogue No. 12-564E, February 1980.

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

Source: U.S. Department of Labor, Bureau of Labor Statistics, December 1981.



91

United StatesNeMews of Labor <P

Bureau of Labor Statistics Washington, D.C. 20212

Contact: Diane Westcott (202) 523-1371 USDL 81-554
Phil Roses 523-1944 TRANSMISSION OF MATERIAL IN THIS RELEASE IS
Kathryn Moyle (202) 523-1913 EMBARGOED UNTIL 9:00 A.M. (EST), FRIDAY,

523-1208 DECEMBER 4, 1981

Advance copies of this release are made available to the press with
the explicit understanding that, prior to 9 a.m. Eastern time: (1)
Wire services will not Move over their wires copy based on information
in this release, (2) electronic media will not feed such infomatinn to
member stations, and (3) representatives of newo organizations will not
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THE EMPLOYMENT SITUATION: NOVEMBER 1981

Unemployment rose sharply for the second straight month and employment declined, the Bureau
of Labor Statistics of the U.S. Department of Labor reported today in releasing data on the
Nation's employment situation for November. The jobless rate was 8.4 percent, op from 8.0
percent in October and 7.5 percent in September.

Total employment--as measured by the monthly survey of households--fell by 190,000 in
November to 98.0 million. Since July, employment has declined by 940,000.

Nonfarn payroll employment--as measured by the monthly survey of establishlenta--dropped by
235,000 for the second month in a row. Nearly all of this decline took place in manufacturing.

Unemployment

The omemployment rate rose 0.4 percentage point in November to 8.4 percent, its highest
point since the 1974-75 recession. Unemployment has risen each month since July, when the rate
was 7.0 percent, with particularly large increases taking place during the last 2 months.

The number of unemplnyed workers reached 9 million, op 485,000 from October. Most of this
rise was accounted for by workers who lost their jobs as a result of layoff or for other
reasons. There ass also an increase in the number of jobless persons who had reentered the
labor force after a period of absence. Since July, unemployment has risen by 1.5 million; job
losers, who comprise about half of the total unemployed, made up about three-fourths of the
i-month increase. (See tables A-I and A-7.)

Although the l.oven ber increase in unemployment affected most worker groups, it was
particularly pronounced for adult men, whose jobless rate went from 6.7 to 7.2 percent, Just
below the post-World War I high of 7.3 percent reached in May 1975. The jobless rate for adult

homen rose fromr 7.0 to 7.3 percent, while that for teenagers mooed up to 21.8 percent. The rate
for white workers increased from 6.9 to 7.4 percent, while joblessness among black and other
workers _so -nChanged at the record high of 15.5 percent. (See tables A-I and A-2.)

Am in the previous 2 months, omemployment increases were especially large for workers in
blue-collar occupations; the rate for workers in the manufacturing industries also continued to
rise sharply. The jobless rate for sorkers in the construction industry, at 18.2 percent, was
about unchanged in Noveober following a large increase in the previous m-nth. (See table A-5.)

The average duration of omemployment fell from 13.7 to 13.2 weeks, as the number of newly
unemployed wmrkers and those who had been jobless for 1 to 3 months increased over the month.
(See table A-6.)

93-880 0 - 82 - 7
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Total Ezployment and the Labor Force

Total employment continued to decline in November. At 98.0 million, the eoployment level
was down by 940,000 since July. Adult nen nade up 70 percent of the July-November employnent
reduction, and teenagers accounted for the remainder. The overall mnployment-population ratio
also edged down over the month to 57.9 percent, its lowest level in about 4 yearn. (See table
A-I.)

The civilian labor force grew by 290,000 in November. Over the year, the labor force has
increased by 1.6 million, with adult wonen accounting for moot of this advance. Since last
November, the participation rate for adult women has risen a full percentage point (to 52.5
percent), while participation for adult men and teenagers han declined. (See table A-I.)

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

I Quarterly averages I Monthly data I

Category I I I I Oct. -
1 1980 1 1981 1 1981 1 Nov.

I I I I I I I change
I III 1 I I III I Sept. I Oct. I Nov. I

HOUSEHOLD DATA 1
1 Thousands of persons

tivilian labor force. ......... 1104,9821106,7681106,4341106,2361106,7361107,0291 293
Total employment ..1 97,0611 98,8681 98,7251 98,2701 98,2171 98,0251 -192
Unemploymnt. 1 7,9211 7.9001 7,7091 7,9661 8,5201 9,0041 484

Not in labor force. 1 59,4931 59,3771 60,2741 60,6481 60,3591 60,2481 -111
Discouraged workers................I 9611 1,0181 1,0501 N.A.1 N.A.1 N.A.1 N.A.

Ine~p10y~ent rates:Percent of labor force
Unemployment rates:I I I I I

All workers........................I 7.51 7.41 7.21 7.51 8.01 8.41 0.4
Adult men. . ............... 6.61 6.11 5-91 6.21 6.71 7.21 0.5
Adult wmen......................... 6.41 6.61 6.61 6.81 7.01 7.31 0.3
Teenagers ............... 1 18.41 19.21 18.71 19.31 20.61 21.81 1.2
White ............... I ; 6.71 6.51 6.21 6.51 6.91 7.41 0.5
Black and other ............... I 13.91 13.71 14.61 15.1; 15.51 15.51 0
Hispanic origin ............... 1 10.81 9.81 9.61 9.31 10.91 11.61 0.7
Full-time workero ................ 7.31 7.11 6.91 7.21 7.71 8.11 0.4

ESTABLISHMENT DATA |

1 Thousands of jobs
Sonfarm payroll employment ............. 1 90,2131 91,5461 91,9381 

9 2
,0

3 3
191,798pl91,561p; -237p

Goodo-producing industries .......... 1 25,3061 25,7411 25,9331 
2

5,
9 3

0125,
6
5lpl25,459pl -192p

Service-producing industrien......... 64,9071 65,8051 66,0051 66,103166,147p;66,102p; -45p
I I I I I .* I I

I H~~~~~oors of work
Average weekly hourn: I I I I I wor

Total private nonfarm ............... 35.21 35.31 35.11 34.91 
3
5.Opl 35.IpI O.lp

Manufacturing ..................... 39.41 40.21 39.81 39.31 39.5pI 
3 9

.3p; -0.
2
p

Manufacturing overtime .............. 2.61 3.01 2.91 2.71 2.7pl 2.5p; -0.2p

p-preliminary. N.A.-not available.
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Industry Parol YAplo.yaent

Total nonagricultural payroll enployment fell by 235,000 in November to 91.6 million,
following a decline of the same nagnitude in October. Sharp employment redactions in November
occurred in the nanufacturing industries and retail trade. In nanofacturing, eniploynent
decreased by 190,000, with four-fifths of this decline in the durable goods industries.
Particularly heavy losses (about 30,000 each) took place in fabricated aetals, electrical
eqoipnent, and transportation equipoent. Five other durable goods industries posted declines of
10,000 or sore. Since July, nanufacturing employment has fallen by 500,000. in retail trade,
pre-Christoas hiring fell short of seasonal expectations, resulting in a November decline of
85,000. (See table B-1.)

The only significant job gains in November were in services (almost 50,000) and mining
(13,000). Each of these industries has shown considerable strength over the past year.
Construction employment was about unchanged (on a seasonally adjusted basis), as wan employment
in transportation and public utilities; finance, insurance, and real nstate; and government.

loors of Work

The overage workweek of production or nnsnupervi-ory workers on private nonagricultural
payrolls was about unchanged in November at 35.1 hours. (See table 8-2.) This level wan only
slightly below that which prevailed through the sunner months. However, the manufacturing
workweek dropped 0.2 hour to 39.3 hours, a full hour below its 1981 peak reached in May. Reduced
ovartino accounted for the bulk of that 6-onth decline.

The index of aggregate weekly hours--a comprehensive nessure of changes in both hours and
eaplaynent--fell by tw-tenths of a percent in each of the last 2 months, a result of overall
employment declines. Since July, the index has dropped by 1.1 percent to 108.2 (1977-100).
This decline was due primarily to weakness in the nanofacturing sector, as the factory index
fell by nore than 5 percent. (See table 3-5.)

Hourly and Weekj Earnings

Average hourly earnings rose 0.7 percent and weekly earnings rose 1.0 percent in November,
seasonally adjusted. Before adjust.ent for seasonality, average hourly earnings were up 4 cents
to $7.46, a 54 cent aver-the-year rise. Weekly earnings, at $261.85, increased $1.41 over the
month and $17.57 over the year. (See table 0-3.)

The Hourly Earnings Index

me Hourly Earnings Inden (HEI) wan 143.1 (1977-100) in November, seasonally adjusted, 0.9
percent higher than in October. For the 12 nooths ended in November, the increase (before
seasonal adjustment) was 8.3 percent. The HEI encludes the effects of twa types of changes
unrelated to underlying wage rate noveuents--fluctuatinns in overtime in manufacturing and
interindustry eaploynent shifts. in dollars of constant porchasing power, the HEI decreased 1.4
percent during the 12-onth period ended in October. (See table 3-4.)

Reisions to Household Data Series

Effective with data for January 1982, population counts derived
fron, the 1980 Decennial Census will be introduced iota the estimation

[procedures used in the Current Population Survey. Data for 1981 will
be revised based on the new census population estimates. Provisional
adjuStnents in the major data series for 1980 back to 1970 will also
be nude and will be introduced with the release of January 1982 data.
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This news release presents statistics from two major
surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
60,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
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 sample includes approximately
166,000 establishments:employing about 35 million
people.

For both surveys, the data for a given month are ac-
tually collected for and relate to a particular week. In
the household surrey, unless otherwise indicated, it is
the calendar week that contains the 12th day of the
month, which is called the survey week. In the establish-
ment survey, the reference week is the pay period in.
cluding the 12th, which may or may not correspond
directly to the calendar week.

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

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

selected so as to reflect the entire civilian noninstitu-
tional population 16 years of age and older. Each per-
son 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 enterprise 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 between labor
and management, or personal reasons.

People are classified as unemployed, regardless of
their eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria:
They had no employment during the surrey week; they
were available for work at that time; and they made
specific efforts to find employment sometime during the
prior 4 weeks. Also included among the unemployed are
persons not looking for work because they were laid off

and waiting to be recalled and those expecting to report
to a job within 30 days.

The civilian labo-force equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing 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 com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

----The household survey, although based on a
smaller sample, reflects a larger segment of the popula-
tion; the establishment surrey excludes agriculture, the
self-employed, unpaid family workers, and private
household workers;

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

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

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

Other differences between the two surveys are
described in "Comparing Employment Estimates from
Household and Payroll Surreys," which may be obtain-
ed from the BLS upon request.

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

force and the levels of employment and unemployment
undergo sharp fluctuations due to such seasonal events
as changes in weather, reduced or expanded production,
harvests, major holidays, and the opening and closing
of schools. For 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.

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor
force. easier to spot. To return to the school's-out ex-
ample, 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
determine 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 com-
parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian 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 in-
clude components based on the employer's industry. Al
these statistics can be seasonally adjusted either by ad-
justing 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 civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components: and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June
period and again for the July-December period. The
January revision is applied to data that have been
published over the previous 5 years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, along with the introduc-
tion of new benchmarks which are discussed at the end
of the next section.

Sampling varlabillty
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 dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses-the error for the monthly
change in total employment is on the order of plus or
minus 279,0DO; for total unemployment it is 194,000;
and, for the overall unemployment 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 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estumates 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 .24 percentage point; for teenagers, it is
1.06 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 statistls and other Information
In order to provide a broad view of the Nation's

employment situation, BLS regulasly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $3.25
per issue or S28.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A theck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions 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 provided in tables
M, P. Q, and R of that publication.
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Table A- Eiwoynw1st status ofit, popuation by aMmc.s, and sgs
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Table A-. Reason for uemplopnm,
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Table B.1. Enployees a. nonagrlcultaral payrolls by Industry
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Table 9-2. Amerge weekly hous of production or nonssspernlsory workers, on priate nonagric.ollural payrolls by Industry
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Table B-. Aerage hourly and weekly earnings of prnductlon or nonsupervlsory workers' on private nontagrlcultural

payrolls by Industry
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Table B.4 Hourly Earnings Inds. gom production or nonsuperory workers' on priate nonagricultural payrolls by Industry
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Table B-6. Indexes of aggregate weekly hours of productlon or nossuper.1sory workerst on private nonagricullural
payrolls by Industry
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Senator PROXMIRE. Thank you, Ms. Norwood.
Senator Jepsen, as we know, vice chairman of the full commit-

tee-Senator Jepsen, do you have an opening statement?

OPENING STATEMENT OF SENATOR JEPSEN, VICE CHAIRMAN

Senator JEPSEN. Thank you, Senator Proxmire.
The unemployment figures are not good. They have not been

good for many years. Make no mistake about it. Our present high
unemployment is the result of years of declining economic growth
that was fostered by bad economic policy.

It was because of our high unemployment rates that the Reagan
administration proposed its tax cuts earlier this year. Those tax
cuts have been in effect just 65 days, and what is more important,
they are far smaller than what the President wanted.

The original Reagan individual tax reduction for this year was
cut by 87 percent by Congress. Had we adopted the President's
original tax cut, we would not now be seeing the unemployment
rates that we see today.

Had we passed the President's original tax reduction, we would
still have our economic problems, because those problems have
been a decade in the making and they cannot be solved in a matter
of days or months, but those economic problems, particularly un-
employment, would be less pressing than they are now if we had
passed the President's original tax cut.

As we continue for the next few months in the recession, there
will be those who demand that we reverse course, that we revoke
the tax cuts and the spending cuts. This advice is seriously flawed.
Those tired policies of spend and spend and spend, tax and tax, are
what caused our present economic problems. To now support a
return to those failed policies for instant salvation takes remark-
able gall.

In the last election, the people told us that they wanted relief
from high inflation and high unemployment and high interest
rates. But they told us something more basic. They demanded that
Government exhibit a virtue they believed was in very short
supply in this town, and that's leadership. They told us that they'd
had enough of Government changing economic policies every 60
days. They had enough of Government offering quick fixes and
sugar-coated but harmful solutions.

They wanted Government to change course, but more important-
ly they want Government to stick to that course. They want the
strong leadership that the American people deserve, and Congress
must not forget this year what the people so clearly and dramati-
cally told us last year.

I thank you for allowing me to make my statement, Senator
Proxmire.

Senator PROXMIRE. Thank you very much, Senator Jepsen.
Ms. Norwood, you say on the last page-that's the last sen-

tence-you say, "The rate of unemployment in November at 8.4
percent is the highest level in 6 years."

Can you tell us how the actual number of unemployed compares?
When was the last time we had 9 million people out of work?
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Ms. NORWOOD. We will check that for the record, but I am not
sure that we reached 9 million people.

[The information referred to follows:]
The November level of unemployment, at 9.0 million, was the highest number re-

corded during the post-World War II period; during the 1974-75 recession, jobless-
ness reached 8.4 million.

The annual average number of unemployed was estimated to be 9.5 million in
1939, the previous high; the unemployment rate was 17.2 percent in that year. It
should be noted that as the labor force grows. so does the number of unemployed
associated with any given unemployment rate. Hence, the jobless rate in May 1975,
at 9.0 percent, was higher than the November 1981 rate, even though the number of
unemployed persons in November was at a post-war high.

Senator PROXMIRE. So this is the highest number of people out of
work since when? The Great Depression?

Ms. NORWOOD. I believe you are correct.
Senator PROXMIRE. Since the 1930's Depression.
I'd like to ask you some questions about the effect of this particu-

lar unemployment, the severity of it. We all know it's very painful,
but how very serious it is-table A-7 gives the number of people
who reported losing their last job.

What percentage of these people are covered by unemployment
insurance? Could you give us some rough idea, just an estimate?

Ms. NORWOOD. There are roughly 3½/2 million people during the
same week of the survey who were on unemployment insurance
rolls. The number of job losers was about 4.8 million.

Senator PROXMIRE. So 31/2 people are on the unemployment in-
surance rolls. There are 9 million unemployed. The calculation
which exists, there are 51/2 million people who are unemployed and
have no unemployment compensation; is that correct?

Ms. NORWOOD. That's a rough estimate. And that, of course, is
because a lot of people who lose their jobs do not have eligibility
for unemployment insurance. It's also because there are a lot of
new entrants and reentrants into the labor force-people who have
been out for a while and are now back in, and therefore, generally,
are not eligible for unemployment compensation.

Senator PROXMIRE. There's some feeling that unemployment
today doesn't impose the same hardships that it did during the
1950's and 1960's because of the current prominence of two or
three earner households.

Can you tell us what percentage of the unemployed today are the
sole income source of their families, and can you break that down
by race?

Ms. NORWOOD. We can provide that for the record. In general,
more than half of the husband-wife families have at least two
earners. The group that is hardest hit is, of course, the single
earner family.

Senator PROXMIRE. You say more than half. Would you say
almost half then are the sole provider for their family?

Ms. NORWOOD. No, about one-fourth of all employed persons
living in families are the only employed family member.

[The information referred to follows:]
In the third quarter of 1981, 39 percent of all unemployed persons were either in

families in which no one was employed, or lived alone or with nonrelatives. Among
unemployed persons living in families, 29 percent had no family member employed.
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The comparable figure was 26 percent for whites and 38 percent for blacks. (These
numbers are not seasonally adjusted.)

Senator PROXMIRE. What regions of the country are experiencing
the greatest increases in unemployment?

Ms. NORWOOD. The increases over the last 4 months have been
fairly widespread. But the areas of the country that have durable
goods manufacturing, automobiles in particular, have been espe-
cially hard hit. Construction activity has been very low, and in the
month of November there seemed to be some decline in the retail
trade sector.

Senator PROXMIRE. The Midwest, the Northeast, that section of
the country; is that particularly hard hit?

Ms. NORWOOD. I would say so.
Senator PROXMIRE. In general, do we have a generally lower-

level of unemployment in the so-called Sun Belt of the South and
West than we do in the Southeast; is that still true?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Could you give us some idea of what the un-

employment level is in States like Michigan, Ohio, and Massachu-
setts, some of the States that had high unemployment?

Ms. NORWOOD. Michigan had in November an unemployment
rate of 12.5 percent; Illinois had one of 8.9 percent; Ohio 11.4.

Senator PROXMIRE. Any higher than that?
Ms. NORWOOD. Michigan is the highest.
Senator PROXMIRE. You've published an official unemployment

rate for black teenagers for November of 41.3 percent. What's the
margin of error for that figure?

Ms. NORWOOD. The margin of error for teenagers is about 4 per-
centage points.

Senator PROXMIRE. For black teenagers it's the same?
Ms. NORWOOD. I meant for black teenagers.
Senator PROXMIRE. Since July the employment-population ratio,

which we were very proud of, had gone up about 60 percent at one
time, as I recall, for the first time in our history. But since July
that declined from 58.7 percent to 57.9 percent. How many jobs lost
does that represent?

Ms. NORWOOD. I'd have to make a calculation of that. About
940,000 jobs.

Senator PROXMIRE. How does that compare with the same points
in the 1974, 1975, and 1980 recessions?

Ms. NORWOOD. About 930,000 down in 1974-75, and 590,000 in
1980.

Senator PROXMIRE. If you look at table A-2 and comparing the
November 1981 employment-population ratio levels with November
1980, you see that the big declines occurred among blacks. Is that
right?

Ms. NORWOOD. Yes, sir. I think one of the important points about
the black workers is that they didn't have very much improvement
in the period since the last recession, so that they started at a
higher unemployment rate.

Senator PROXMIRE. Why was that?
Ms. NORWOOD. I don't know.
Senator PROXMIRE. Has the job decline also been-during this re-

cession-concentrated heavily among blacks?
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Ms. NORWOOD. No, it has not. It has been more concentrated by
industry. And, of course, the demographic composition of the indus-
try comes into that.

Senator PROXMIRE. Could you give us any notion or has there
been any analysis you know of of the effect of the credit sensitive
industries? I'm particularly aware of the fact, of course, that in
housing there's been a terrific drop literally of well over 2 million
jobs, I think, lost. If you have 2 million housing starts compared to
less than 1 million, it adds up to 2 man-years of work for each
house, and more than 2 million jobs right there. Automobiles obvi-
ously, also farm implements. Has there been any estimate to try to
determine the extent to which this is a credit-induced recession?

Ms. NORWOOD. There's been a lot of discussion about that. I have
not seen any careful work on it. We do have data, of course, which
show declines in related industries. Lumber and wood, for example;
the industries which feed into the automobile industry; household
appliances and so on; and they do show drops. We can provide a
list of that for the record.

[The following information was subsequently supplied for the
record:]

The following industries are among those which provide primary inputs to the
automobile manufacturing and housing industries. It should be noted that several
other industries, while not providers of inputs, are very much affected by changes in
homebuilding and auto manufacturing. (Data are not seasonally adjusted and in
thousands.)

12-month
October 1980 October 1981

change

Inputs to the automobile industry:
Fabric, yarn, and thread mills................................................................................. 505.4 494.5 -10.9
Miscellaneo u s fabricated textile products............................................ .................... 185.5 189.8l +4.3
Blast fur nace s and basic steel products................................................................. 490.7 491.4 +0.7
Iron and steel foundries.......................................................................................... 199.6 202.2 +2.6
Screw machine products, bolts, etc ................................................ 103.2 102.5 -0.7
Metal stampings including auto stampings............................................................. 258.7 254.0 -4.7
Miscella neous m achinery, except e lectrical............................................................. 290.6 307.9 + 17.3
Miscellaneous electrical equipment.......................................................................... 163.7 174.3 + 10.6
Rail and truck transportation.................................................................................. 811.5 797.0 -14.5
Miscellaneous business services.............................................................................. 3,031.7 3,236.1 +204.4
Wholesale trade...................................................................................................... 5,315.0 5,381.0 +66.0

Inputs to the housing industry:
Lumber, sawmills, and planing mills....................................................................... 503.9 480.9 -23.0
Concrete, gypsum, and plaster products................................................................. -207.1 193.1 -14.0
Wholesale and retail trade...................................................................................... 20,533.0 20,999.0 +466.0
Heating and plumbing............................................................................................. 68.3 69.4 + 1.1
Engineering and architectural services.................................................................... 551.5 569.1 + 17.6

Senator PROXMIRE. On the basis of your experience, with the re-
duction in interest rates that we've had so far-there's been some
drop, as you know-can we expect that to have a positive effect in
arresting unemployment? Is that too speculative for you to get
into?

Ms. NORWOOD. I think it's a speculative question. Obviously, if in-
terest rates go down and the impact of some of the tax legislation
takes effect, we would expect that investment would increase.
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Senator PROXMIRE. My time is up. In accordance with the usual
Joint Economic Committee back and forth by party, Senator
Jepsen.

Senator JEPSEN. Thank you, Senator.
Ms. Norwood, the average duration of unemployment-in other

words, on average, how long the worker is unemployed-is 7 weeks.
This is about 1 week less than the average 1 year ago. Why is the
duration of unemployment lower than last year?

Ms. NORWOOD. Basically because we have had more people in the
last 4 months who have lost their jobs, and so they have been un-
employed for a shorter period of time. It's quite important to recog.-
nize that unemployment represents a flow of people. The same
people who are unemployed in 1 month may not necessarily be un-
employed in the next month. In fact, in a typical period of time, we
find roughly half of the people who are unemployed in one month
are also unemployed in the next month. About a quarter of them
go out of the labor force, and the remaining quarter find jobs.

Senator JEPSEN. The unemployment rates by industry show the
point that was made earlier, that 1 year ago those rates were very
high because the economy was so weak. When Congress delayed-
and reduced the tax cuts the weak economy became even weaker.

Commissioner, last year did not the economy show a weakness by
its high unemployment rates and an increase in those rates over
1979? In other words, were we already on the road?

Ms. NORWOOD. The overall unemployment rate a year ago was
7.5 percent. That's a pretty high rate. The rate then dropped to 7.0
percent in July 1980.

Senator JEPSEN. Just one last question, Commissioner Norwood.
Because of the Thanksgiving recess we did not have the opportuni-
ty to hold our monthly hearing on the CPI. The inflation rate as
measured by the CPI fell last month. Analysts believe the price
moderation will continue in the near term. I know you're not in
the crystal ball business, but are there any indications that cause
you to believe that inflation will moderate significantly over the
next few months?

Mr. LAYNG. It looks like the interest rate situation, certainly in
the near term, looks stable. Of course, that had a very large
upward impact on the index for most of this year, so from that
source alone, there would be the expectation of some moderation in
the next few months. The food situation is not as clear, but there
doesn't seem to be anything on the horizon that would indicate a
very large upsurge in food prices in the next few months. Those
are two of the more important elements influencing the inflation
pressures for the rest of this year and early next year.

Transportation is another important one, including energy and
gasoline. Gasoline seems to have stabilized and perhaps started to
move up a little bit. But overall, I would say that your assessment
would be correct.

Senator JEPSEN. Interest rates last year at this time were about
21 percent.

Mr. LAYNG. Certainly in terms of the prime. The prime doesn't
move into the consumer price index. It's the mortgage interest rate
that directly affects the index, and of course, the prime affects the
index through the borrowing of businesses and the cost of doing
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business. But the direct impact on the CPI is through mortgage in-
terest rates and automobile finance charges.

Senator JEPSEN. The interest rates last year were at this time
about 21 percent, and they are, as of today--

Ms. NORWOOD. Today's newspaper indicated perhaps a further re-
duction. I'm not sure exactly. .

Mr. LAYNG. The discount rate has dropped, which would lead you
to believe that the prime would drop as well. The prime has cer-
tainly dropped in the last few weeks, but that effect will take some
time before it really works through to the CPI. Even if it sends
mortgage interest rates down, mortgage interest rates are still ex-
tremely high. They haven't really dropped very much. They've lev-
eled off and started to ease down, but they haven't dropped to the
point where they've either lowered the cost of purchasing housing
or the cost of operating a business.

Senator JEPSEN. I'm advised that there's about a 3-month lag.
Also, we have to take into consideration the inflation rate, which
was going along at about 13.5 percent last year at this time, and
what is it now? About 5?

Ms. NORWOOD. Well, at the producer level it is down consider-
ably. It is in about the 7-percent range and it has slowed at the
consumer level as well.

Mr. LAYNG. But certainly not to the level of 4.5 percent or 5 per-
cent. That's a 1-month change expressed at an annual rate. We as
technicians believe that it's dangerous to try to annualize 1
month's changes like that. We prefer to look at the longer trend.

Senator JEPSEN. I was just comparing last year at this time, that
month.

Ms. NORWOOD. Yes. That's about 7 to 8 percent, sir.
Mr. LAYNG. I think it's clearly going to be down from what it

was last year.
Senator JEPSEN. Single digit?
Mr. LAYNG. I'd say single digit is certainly a possibility. I will do

an arithmetic calculation. We've had a 7.9-percent increase so far
this year and you can calculate whatever you would like in
terms-you could say, well, what will we need to get 10 percent, or
9.5, or 8? And you can look at what you have to get for the next 2
months. If you look at the next 2 months and pick a figure, 9.5, for
example, you'd have to have an increase of about 1.5 percent aver-
age over the next 2 months. Last year we had an increase of about
2, a little over 2 percent for the last 2 months.

So if you ask whether that's reasonable, it's certainly within the
range of possibility, yes. It's not outlandish. But that's an arithme-
tic calculation. It is not an economic forecast that's predicated on
any economic developments. It's simply an arithmetic calculation,
and you can evaluate the results.

Senator JEPSEN. Well, again, you've made some predictions. Is it
going to be under 10 percent?

Ms. NORWOOD. We don't project; no, sir. We do not forecast.
What John Layng is commenting on is that people ask us what
would be required arithmetically for a number to reach a particu-
lar level, and we do provide that information.

Senator JEPSEN. Thank you.
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Senator PROXMIRE. Before I yield to Senator Kennedy let me just
say that the last time that unemployment exceeded 9 million was
1939.

Senator Kennedy.
Senator KENNEDY. I don't think there's any question in anyone's

mind that you can bring the rate of inflation down significantly by
throwing hundreds of thousands of people out of work. There are
those, perhaps even on this committee and within the administra-
tion, who believe that this is an appropriate way to deal with infla-
tion-to say to the working men and women of this country, the
heads of households trying to provide for their children, that we're
going to impose an economic policy that's going to put you out on
the street and bring inflation down. I find that completely unaccep-
table.

We can find a better way to deal with inflation. It seems to me
that the burden ought to be borne fairly and equitably, and it's not.
The wealthiest individuals and the wealthiest corporations in this
society are not sharing the burden. You can bring the inflation
rate down by sending unemployment right up through the ceiling.
But that policy is unacceptable.

The question is, Are we developing a humane and effective eco-
nomic policy that is going to be equitable? Who is bearing the
brunt of it now?

Your reports today indicate quite clearly that whatever improve-
ments there have been in the rate of inflation and interest rates,
they are being paid for in a very brutal and unsatisfactory way by
the fact that we have thrown 1.5 million workers out of work since
July.

Now, let me ask, how much sense does this make as an economic
policy? Many of us stood on the floor of the U.S. Senate only a few.
months ago and saw the administration reduce the unemployment
compensation, the safety net to help people who lose their jobs-by
about a billion dollars. They cut back on unemployment compensa-
tion at the very time when they were planning to send unemploy-
ment right up through the roof.

Under the last Republican President, when there was an in-
crease in unemployment, he recommended that Congress provide
help for the unemployed until the economy recovered. Now we see
a reduction by a billion dollars in unemployment compensation at
a time when unemployment is skyrocketing.

I understand thousands of men and women saw their unemploy-
ment checks terminate over the last few weeks. Do you have any
statistics on that?

Ms. NORWOOD. No, sir, I do not.
Senator KENNEDY. Who would have those? Is there any way you

can provide them?
Ms. NORWOOD. We can provide some information which we could

get from the Employment and Training Administration. Yes, we
will do that.

[The information referred to follows:]
The most recent data available from the Employment and Training Administra-

tion show that about 200,000 persons had exhausted their unemployment compensa-
tion benefits during the month of October 1981.
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Senator KENNEDY. Based on the statistics of unemployment com-
pensation in the past, is there any question in your mind that
there are tens of thousands of workers who are losing any kind of
coverage whatsoever, coming into this Christmas season?

Ms. NORWOOD. I think the data show that in July, for example,
which many people believe was the turning point, that there were
about 2.8 million people receiving unemployment insurance bene-
fits. There are now more than that. As of the week ending Novem-
ber 28, there were 3.5 million such people. Furthermore, initial
claims are running at about 500,000 each week now.

Senator KENNEDY. It's my understanding that when the Congress
accepted the administration's request to modify the unemployment
compensation trigger, some 33,000 workers in Michigan lost cover-
age. I don't know whether you can comment on that.

Ms. NORWOOD. I believe the change affected extended UI bene-
fits. I think the important thing in relating the unemployed to UI
benefits is the proportion who are either new entrants to the labor
force, who do not have eligibility for unemployment insurance
benefits to a large extent, and that's about 11 percent of the unem-
ployed in the month of November, and there were about 26 percent
who were reentrants to the labor force. A little more than half of
the unemployed were job losers in November, and they would have
a greater chance of having UI eligibility.

Senator KENNEDY. We saw unemployment rise by 0.4 percent in
October, and now by 0.5 percent in November. What does this sug-
gest to you in terms of the nature of the recession that we're in?

Ms. NORWOOD. As I tried to suggest in my prepared statement,
the changes in the labor market so far are more similar to the first
4 months of the 1980 recession than they are to the 1974-75 reces-
sion, which was exceedingly steep. One serious problem with unem-
ployment, of course, is that each time we finish a recession, the un-
employment rate remains higher than when the recession began.
The unemployment rate for each recession since 1950 has at the
end of the recession been at a higher level than it was before. So
when we went into this recession we started with an unemploy-
ment rate of 7 percent, and when you start at a number like that
you do get a higher unemployment rate.

Senator KENNEDY. Let me just ask-my time has expired. If the
recession was to be a mild recession, as the administration has sug-
gested, wouldn't those figures that you are reporting on today be
somewhat less than the actual jump of 0.5 percent?

Ms. NORWOOD. The change in the levels of employment and in
the levels of people unemployed are not indicative of the situation
we had in 1974-75.

The unemployment rate, the number of points added is also not
as much yet as the 1974-75 recession, but the change in rate is
being added to a higher starting level, and it is quite serious.

Senator KENNEDY. Thank you.
Senator PROXMIRE. Senator Sarbanes.
Senator SARBANES. Thank you, Senator Proxmire.
Ms. Norwood, the first question I want to ask you about is your

statement where you note that the increase in unemployment for
November was particularly pronounced for adult men whose job-
less rate went from 6.7 to 7.2 percent, just below the post-World
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War II high of 7.3 percent, which was reached in May of 1975. I
wanted to ask what is the particular significance of the fact that
these unemployment figures for this month are particularly reflect-
ed among the adult men sector of the work force.

Ms. NORWOOD. It is adult men who generally form the largest
proportion of the labor force of our durable manufacturing indus-
tries, and we had a decline of 155,000 in the durable goods sector
this month. And that is consistent with an increase in the unem-
ployment rate for adult men.

Senator SARBANES. As I understand it, 70 percent of the increase
in unemployment from July to now was in the adult men's sector;
is that correct?

Ms. NORWOOD. We can check that. I think it's probably close to
correct. Adult men accounted for 60 percent of the increase in un-
employment from July to November.

Senator SARBANES. I also notice in the table A-7 that strikes my
attention is that the increase in unemployment since July of this
year-as I understand it, in July of this year, it was at its lowest
figure for the year, 7 percent; is that correct?

Ms. NORWOOD. Right.
Senator SARBANES. It's now at 8.4 percent. It's now on an in-

crease of almost 22 percent.
Ms. NORWOOD. 20 percent; yes.
Senator SARBANES. Since July. It is primarily among job losers,

as opposed to job leavers, reentrants or new entrants, that really
this tremendous increase in unemployment that we've experienced
since midsummer, is primarily the consequence of people who have
jobs, losing jobs, rather than new entrants into the labor market,
where people simply are leaving their jobs; is that correct?

Ms. NORWOOD. Yes, that is quite true. The labor turnover survey
which the Bureau of Labor Statistics will still produce through the
end of this year, in the latest release on layoffs showed a very large
increase, and the quit rate was the lowest in many years.

Senator SARBANES. Now in terms of industries, you state particu-
larly heavy losses with respect to employment took place in fabri-
cated metals, electrical equipment, and transportation equipment,
and then 5 other durable goods industries posted declines of 10,000
or more.

Do you have those five durable goods industries?
Ms. NORWOOD. Yes. Lumber and wood products, furniture and

fixtures, stone, clay, and glass products, primary metals.
Senator SARBANES. You also note in retail trade that the hiring

has fallen short of seasonal expectations. In other words, is the un-
employment down in the retail trade or just not up by as much as
one would expect it to be in the pre-Christmas period?

Ms. NORWOOD. Employment in retail trade rose slightly from
15,612,000 to 15,758,000. But we normally, as you said, get a much
larger increase at this time of the year, so there's a seasonally ad-
justed decline of about 85,000.

Senator SARBANES. Now the unemployment rate in the construc-
tion trades is running at what figure now?

Ms. NORWOOD. 18.2 percent in November.
Senator SARBANES. Now I see in the morning paper that the

Commerce Department-well, I'll just quote the report.
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It says: "The Commerce Department provided more evidence yes-
terday that the recession will not end immediately, when it report-
ed that new orders for durable goods plunged 9.1 percent in Octo-
ber, the sharpest drop in nearly 7 years. At the same time, with
sales dropping faster than production, backlogs of unsold goods
kept growing, implying further cuts in output and employment in
the future."

Now am I correct in terms of timing, that the report on the drop
of 9.1 percent in new orders for durable goods would not be reflect-
ed in the unemployment figures that you're bringing us this morn-
ing?

Ms. NORWOOD. Well, the timing of the report is different. All of
the data.that we have, and there are a lot of them, about housing
permits, auto sales, industrial production, durable orders, and
retail sales, are generally for the month of October. The unemploy-
ment data that we have are for the month of November. So we
may be seeing some effects of those durable orders having taken
place, with orders having dropped in October, and employers per-
haps laying off some of their work force by November. But it is a
rather short period of time.

There are also, of course, a number of indications in the newspa-
pers, just anecdotal information, about plans for layoffs over the
holiday period. Those are not included in these data, unless they
took place in the survey week in November.

Senator SARBANES. Further, what elements of the unemployment
figures that you're reporting to us this morning are different in
any significant way from past experiences with recessions, or let
me put the question this way: Based on your analysis of past reces-
sions, are there any figures which are reported this morning which
give any indication as to the severity of the downturn that can be
expected?

Ms. NORWOOD. The 1980 recession appeared to be concentrated
much more than many others have been in autos and housing. This
recession seems at least at this point to be more widespread. The
changes in unemployment are about in line with the first 4 months
of the recession last year and not as severe as the first 4 months
after the unemployment rate began to change in 1974-75.

Senator SARBANES. This recession, you say it's now broader in
terms of the sectors of the economv affected than was the case in
1980. Has that been the case throughout the period, or did it start
more heavily concentrated in autos and construction, and has it
broadened out from that?

Ms. NORWOOD. Well, we certainly have had continued difficulties
in automobile employment, and the construction industry also has
been down quite a lot. For example, the construction industry is
150,000 below 1 year ago. It has had reductions that have been
fairly sizable in the last several months. Durable manufacturing in
the month of October dropped by more than 200,000 and by an-
other 155,000 in the month of November. So there's been quite a
change there, a significant increase.

Senator SARBANES. Are there any indications in the figures that
people are either not entering the labor market or dropping out of
it simply because they have heard or know so much about the diffi-
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culty of the job situation, and in a sense are, therefore, not seeking
work?

Ms. NORWOOD. I think there are two questions there. What is
happening to the labor force generally and to labor force participa-
tion? There has clearly been a slowdown in the rate of increase of
the labor force, but it has not turned negative, and the labor force
participation rates generally, at least for adults, have remained
over the last several months at roughly the same level with only
some slight reduction since July.

As for the question of discouragement, those people would not be
counted in the data, as they are out of the labor force completely,
because they're not looking for a job. Discouraged workers are per-
sons who are not looking for a job because they do not believe one
would be available.

We publish those data on a quarterly basis. They have been
going up. For the third quarter of 1981, there were about 1 million
people in that category. They would not be included in the unem-
ployment levels that I've given you this morning.

Senator SARBANES. These are people who in a sense are so dis-
couraged they're not even looking for jobs; is that correct?

Ms. NORWOOD. That's what they say; yes.
Senator SARBANES. I see my time is up. Thank you.
Senator PROXMIRE. I just have two quick questions, Ms. Norwood.

In the first place, unemployment is a lagging indicator, as I under-
stand; is that right?

Ms. NORWOOD. That's correct.
Senator PROXMIRE. It rises dramatically after a recession has

been going on for some time and it falls very slowly in the months
after recovery has set in.

In view of that, if the economy does turn around or begins to
turn around, say, in the third quarter, people expect really big tax
cuts scheduled to take place July 1, 1982, and we may have recov-
ery. That's the economic consensus, I take it. Many predict that
that would happen. How long would you expect it to take, given
previous recovery periods, before unemployment returns to its
prerecession levels?

Ms. NORWOOD. I think I'd like to look at that and provide an
answer for the record.

[The following information was subsequently supplied for the
record:]

Each recession has a different character, such that it is not really appropriate to
talk in terms of an average recovery period. For example, there was a very limited
recovery from the 1980 recession in terms of unemployment. Moreover, since the
1960's, unemployment has never returned to prerecession levels during the recovery
phases, as is reflected in the following tabulation.

Unemployment rates
Recession NBER1 peak Rreu Rer

trough to

1969-70 ........................................................... 3. 5 5.9 14.6
1973-75 ............................................................ 4. 8 8.5 25.7

1980 ........................................................... 6.2 7.6 3 7.0

'~ Oct 1973.
2October 1978.
'July 1981.
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Senator PROXMIRE. At any rate, we now unfortunately are in an
upward momentum, on the downward momentum of jobs. If we
should go to 9 percent unemployment, on the basis of previous ex-
perience, we would likely to be a high level of unemployment, 8 or
9 percent, for a year or so. Would that be a reasonable conclusion?

Ms. NORWOOD. In 1975, for example, we had 9 percent unemploy-
ment. A year later, it was down to roughly the 7.3 to 7.6 percent
range. So it took some time.

Senator PROXMIRE. That was 1977?
Ms. NORWOOD. I was looking at 1975 and 1976. But then it was

7.8 percent at the end of 1976.
Senator PROXMIRE. One other question on productivity. On No-

vember 25, the Bureau released the productivity data for the third
quarter of 1981. It showed a decrease of 1 percent in the private
business sector. Furthermore, productivity in the third quarter is
no higher than it was in 1977. That means we've had 4 years of
zero productivity growth. How has that affected inflation?

Ms. NORWOOD. It's not good for it.
Senator PROXMIRE. Well, from the standpoint of trying to raise

the standard of living in this country, you just can't do it, if you
have no productivity growth; isn't that right? For the past 4 years?

Ms. NORWOOD. Certainly. The productivity picture has been
dismal for some time. No question about it.

Senator PROXMIRE. Thank you. Did you have another question?
Senator SARBANES. I just wanted to ask one tangential question.
Ms. Norwood, I have had a great respect for the professional

competence of the Bureau of Labor Statistics, and I think it's very
important that as a nation we have an objective, expert organiza-
tion that is dealing with the kinds of statistics which you provide
to the Government and to the public. It's important in terms of
making wise policy; it's important in terms of public confidence,
and not every nation has that, as you're well aware. And I think
it's a tribute to you and your predecessors in the Bureau and the
very skilled people that you employ.

I'm concerned as to whether these budget cuts that are being
pushed through are impinging upon the Bureau's ability to per-
form a professional job. Is there a problem there?

Ms. NORWOOD. Let me just give you a few numbers. The first
Reagan budget for the Bureau of Labor Statistics was $123 million.
The House of Representatives passed a budget for the Bureau that
was close to that level. The Senate Appropriations Committee cut
the Bureau of Labor Statistics a full 12 percent at the President's
request, which brought us to $108 million. I understand that the
report in the newspapers of the agreement that was made last
night would take us 4 percent below the 12-percent level. That's
somewhere around $100, $104 million. We spent $111 million last
year. Obviously, our costs for rent and telephone and mail, which
are an important part of our expenses, computer and so on, are
rising. To meet the President's budget of 12 percent, we have pro-
vided the Congress with a list of programs that we would eliminate
or reduce.
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My concern is that we must protect, to the extent that it is possi-
ble to do so, the quality of the basic core of data that we produce.
And so, what I have tried to do is to take some programs and elimi-
nate them entirely. The Labor Turnover Survey which provides the
layoff rate, for example, the labor turnover, is one which I would
eliminate completely as a part of the 12-percent reduction level.
And there are a series of others, about 13 of them.

If we get below the 12-percent level, we will have to cut into the
basic core of data. We are already in the 12-percent level, reducing
some of the pricing for the Consumer Price Index, and we are cut-
ting out some of the supplements to the Current Population
Survey.

So we have been working very hard to try to meet the 12-percent
level. Anything below that would be, indeed, a very serious prob-
lem for us. We have issued general notices of reduction in force in
the Bureau. We are seeing how we can combine RIF's with perhaps
furloughs, to reduce expenses in an orderly way.

I, of course, am here to support the President's budget, which is
at the 12-percent reduction level.

Senator SARBANES. Thank you.
Senator KENNEDY. Thank you.
Senator PROXMIRE. Thank you, Ms. Norwood, very much.
Our next witness is Mr. John Lyons, vice president of the AFL-

CIO; and we are always happy to have Mr. Oswald before the com-
mittee.

Unfortunately, I won't be able to stay very long. I have got a
hearing I have to testify at. I understand that the Senator from
Maryland will be able to stay a little longer for your statement. We
deeply appreciate your coming.

Mr. Lyons, go ahead.

STATEMENT OF JOHN H. LYONS, VICE PRESIDENT, AMERICAN
FEDERATION OF LABOR & CONGRESS OF INDUSTRIAL ORGANI-
ZATIONS, AND CHAIRMAN, AFL-CIO ECONOMIC POLICY COM-
MITTEE, ACCOMPANIED BY RUDY OSWALD, CHIEF ECONOMIST

Mr. LYONS. Thank you, Senator Proxmire. My name is John H.
Lyons. I am vice president of AFL-CIO and chairman of the Eco-
nomic Policy Committee, and president of the International Associ-
ation of Bridge Structural and Ornamental Iron Workers. It's a
trade union where construction is seriously affected in those jobs
by unemployment.

I appreciate this opportunity to present the various serious con-
cerns of the AFL-CIO about the extraordinarily high unemploy-
ment from which this Nation is now suffering. I also want to out-
line the antirecession program of the AFL-CIO, which is a very
real alternative that would alleviate the suffering that we are now
undergoing because of our employment situation.

Unemployment is at a crisis level, and the recession is still get-
ting worse. Today's report of 8.4 percent unemployment is the
worst unemployment in the postwar period since the depths of the
1975 recession. The number of men and women without jobs, more
than 9 million, is the largest number of jobless since the depression
of the 1930's.
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But the reality of unemployment is worse than the official statis-
tics. In addition to the people officially out of work, another 1 mil-
lion discouraged workers have stopped looking for jobs because the
needed jobs don't exist. These hidden unemployed don't show up on
the official unemployment statistics that you have just heard. Fur-
thermore, another 5 million people want full-time jobs but can find
only part-time jobs. These breadwinners and their families are suf-
fering from reduced work weeks and reduced income.

If you add up all these numbers-nearly 9 million officially un-
employed, 1 million hidden unemployed, 5 million part-time work-
ers brought about because of the recession-you have 15 million
Americans who are suffering serious job losses and income losses.
Over the next year, more than one-fourth of the labor force will
suffer some unemployment, and nearly half of all workers will
suffer the direct impact of the recession through either joblessness
or reduction in hours and earnings.

But the average unemployment rate of 8.4 percent also disguises
the heavy impact of unemployment upon blacks and other minor-
ities who suffer an unemployment rate of 15.5 percent, or one out
of every 7 minority workers. This is an incredibly high figure, the
highest level of unemployment among minorities since the depres-
sion of the 1930's.

In the face of mounting layoffs, our young people just entering
the labor market cannot find jobs. Today, one of every five teen-
agers in the labor force and two out of every five black teenagers
are unemployed. The size of these unemployment numbers begin to
numb the mind, and you tend to forget that these numbers are in
fact people. To these people and their families, unemployment is a
personal tragedy, a human tragedy.

It is small consolation to people who want steady work that un-
employment compensation or welfare bring temporary or partial
relief. But these traditional safety nets for the unemployed have
been severely frayed by the recently enacted budget cuts.

It's not only putting bread on the table that worries the jobless
worker; it's the mortgage payments, medical and dental bills for
the children, and all the other bills that are coming in.

Mr. Harvey Brenner of Johns Hopkins University did an indepth
study for the Joint Economic Committee which showed that reces-
sion and unemployment produce more heart ailments, more sui-
cides, more crime, more murder, more mental and physical disease.
So it's clear that recession and high unemployment are giving us
social and community problems as well as personal and family
problems.

Moreover, the economic waste of productive workers without jobs
is a tremendous loss to the Nation. Every percent of unemploy-
ment, every 1 million workers without jobs, is costing the Federal
Treasury $30 billion, $25 billion in lost taxes, and $5 billion in addi-
tional unemployment benefits. This costs the Nation about $100 bil-
lion in outputs of goods and services.

The bottom line on recession and unemployment is human
misery. The numbers tell only a part of the story, but here are
some of the numbers.

In the past 2 months alone, 1 million workers have lost jobs, hit-
ting particularly those employed in manufacturing, with auto em-
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ployment down by 100,000, steel down by 40,000, rubber, lumber,
apparel and textile each down by more than 20,000 apiece.

But in construction the recession has been compounding for
nearly 2 years, as construction employment is down by 230,000-
with an alarming unemployment rate of 18 percent. That's almost
1 out of every 5 construction workers without a job. And I believe
we should keep in mind that for every job on construction on the
jobsite, there are 10 other jobs in the country in furnishing him
with the materials and equipment that are installed on the jobsite.

To deal with the catastrophic trend in the economy, to deal with
the tragic and wasteful high unemployment situation, to reverse
the disastrous direction of current economic policies, the AFL-CIO
at its recent convention set forth a strong anti-recession program.

The delegates from all our affiliated unions adopted a resolution
which calls upon Congress to pass the following anti-recession, job-
creating programs. And I urgently urge the Congress to look care-
fully at these programs. We propose programs that are already on
the books that must be given sufficient funding to provide jobs rap-
idly and help lift the economy.

Specifically, we request that we revive the emergency local
public works program; that we provide new low- and middle-income
housing units; that we restore public service jobs for workers not
able to find jobs; and that we restore nationwide extended unem-
ployment compensation to protect the long-term unemployed.

Then we suggest new legislation specifically aimed at establish-
ing a Reconstruction Finance Corporation to revitalize the economy
with loans, loan guarantees, interest rate subsidies, and targeted
tax benefits for retooling and growth of basic industries with spe-
cial consideration for high unemployment areas.

We suggest that we place temporary restrictions on harmful im-
ports to prevent added penetration of U.S. markets by foreign pro-
ducers and the further weakening of the Nation's industrial base.

We also, in the area of credit controls, request authority to offset
tight money policy and excessive interest rates, and to channel
funds into productive uses, including housing, and to stop unpro-
ductive credit flows that aggravate the economic situation with
speculative excesses and merger activities. You might say that the
homeowner who is seeking to buy a home or buy a car is competing
with the highly successful corporate giants of the country, who can
go into the credit market and borrow $5 billion merely to purchase
another corporation, not adding one penny to the gross national
product or the success of our economy.

Then we recommend that we raise revenue for these programs
and restore equity in raising that revenue by: (1) Limiting the indi-
vidual income tax cuts for 1982 to $700 per taxpayer, roughly the
amount scheduled for those with incomes of approximately $40,000
annually; (2) cutting the 10-percent investment tax credit back to
its original 7-percent level, to preclude subsidizing the same firms
and investment as does the newly enacted depreciation system,
which has received much comment and much criticism of, should
we say, by somebody else's loss; and withdrawing the oil windfall
profit tax giveaways to wealthy oil royalty owners that are con-
tained in the 1981 Reagan Tax Act.
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With this constructive program, we in the AFL-CIO believe this
Nation can reverse this downward trend and alleviate the harmful
effects of growing unemployment. We urge the Congress to deal
with the real and painful problem of unemployment.

In our judgment, Senator, the situation in the United States-lis-
tening to the statistics that we have just listened to-is indeed a
crisis. I come from the structural steel industry. We are busily en-
gaged in rebuilding the bridges, the deteriorated bridges, that exist
in the United States. We in our industry hope that the country
would not do the equivalent of waiting for a major bridge collapse
before we decided that the bridge needs repairing.

We try to alleviate those programs. The signals are in front of
us. Every single evaluation that has been made of the current eco-
nomic program is that if recovery commences-if and when recov-
ery commences-it will not be for at least 6 to 9 months, and that
is a horrible burden to place upon the backs of the unemployed
that are unemployed today, and those who are waiting, knowing
full well that they will shortly receive the pink slip, notice of un-
employment. Thank you.

Senator SARBANES [presiding]. Mr. Lyons, I want to thank you on
behalf of the committee for a verv strong statement.

I particularly want to underscore what you said, that is, "the
economic waste of productive workers without jobs is a tremendous
loss to the Nation." Aside from all the human considerations,
which I think are extremely important, in terms of a worker being
able to support himself and his family, it's very clear that, as you
point out, the unemployment in fact contributes significantly to an
increase in the Federal deficit through the combination of the loss
in taxes and additional payments out in support programs.

Of course, meanwhile, the country is losing the output that could
have been furnished if these people were working. It has always
seemed to me that that argument constitutes the basic premise of
why you need a full employment policy. It makes sense in every
respect, including the problem of quote "getting the Federal budget
under control."

I mean, if we had full employment today, or if we had unemploy-
ment at, say, a 5-percent level, the Federal budget would not only
be balanced-it would be showing a surplus.

Mr. LYONS. You're exactly correct, Senator. It's sort of like on
Sunday afternoons when so many of us sit by-or go to the football
stadium to watch what is now one of our favorite pastimes, profes-
sional football, and see what happens when a team tries to win a
game by holding a slight advantage.

You cannot move forward by cutting back. The Government
needs to accept the full responsibility of that one sentence in the
Constitution that says-and it relates to our requirement to pro-
vide a defense. That sentence says it is the responsibility of govern-
ment to provide for the general welfare and the common defense.

Senator SARBANES. I want to ask you this question: Do you have
any sense of the age profile of the work force? I am becoming in-
creasingly concerned with these frequent recessions, and the point
that Ms. Norwood was making earlier that whenever we come out
of it, we come out of it at a higher level of unemployment than pre-
vious times, and the fact that layoffs-and we now know that this

93-880 0 - 82 - 9
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particular unemployment we are confronting now is primarily the
result of job layoffs. Layoffs occur, usually, on seniority, so that it's
the older workers who hold their jobs.

But more and more we are having, as it were, a work force pro-
file that is older and older, and that the younger people either
aren't able to get a job to begin with, or if they get the job, they get
laid off and therefore they don't have the opportunity to develop
their job skills. So that what's happening is your skilled people,
who have held a job consistently over time, are getting older and
older, and there's a larger floating population out there of younger
people-not just teenagers, now. I am talking about people getting
up into their twenties, and even into their thirties, who have not
been able to put together a job-a consistent job history profile.

Have you experienced that? The construction trades, I guess,
might be one example.

Mr. LYONS. We have experienced that, and have a wealth of un-
fortunate statistics to substantiate that general fact that you just
presented.

Let me utilize apprenticeship training. Apprenticeship training is
the finest type of training to train skilled blue collar workers, and
in every single recession the very first thing that happens is that
the apprenticeship programs, by the very pressures of the economic
demands of contractors and industry, the apprenticeship program
is depressed.

Once everybody is back to work, the rebuilding of that appren-
ticeship program becomes again a slow cycle. There is a big time
lag involved, and the recurrence of one recession after another has
a very damaging effect upon the skilled work force of America.

And we still must keep in mind that the basic economy of these
United States is a manufacturing and producing economy, and if
we are going to maintain world leadership, we are going to have to
maintain the adequate skill levels, and these types of recessions
are indeed one of the worst things that can happen for the mainte-
nance of skill levels in our work force in the United States.

You have one industry, let me just point out, that is in such a
bad state in the United States, and yet so important to our country
and our common defense. It's the shipbuilding industry. We have
almost destroyed our capacity to build ships. We recently conduct-
ed a marvelous military test in Egypt jointly with the Egyptians.
We can be very proud of its success. We had airplanes flying from
North Dakota nonstop, fueled in mid-air, and flying all the way
and dropping bombs on test ranges. We brought tanks in there.

But the tanks were brought in with German ships. We didn't
have American ships to supplement our own military require-
ments. Skill levels are destroyed when the shipbuilding industry is
destroyed. We just cannot ignore these things.

Senator SARBANES. I think that's an important point. I think we
really have to ask the basic question, are we going to have ship-
building, ship repair, and ship operating capacity in this country? I
think we really have to face that very basic question. Every other
country of any consequence that faces it concludes yes, and then
proceeds to implement a range of policies in order to accomplish
that, which involve a great deal of government involvement in
their economy, one way or another, in order to make that possible.
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Yet we have been unwilling, at least in my perception, to imple-
ment a maritime policy in this country that would insure us a sat-
isfactory level of shipbuilding, ship repair, and ship operating, and
I think it's frankly a great deficiency, not only in national econom-
ic policy, but perhaps more importantly in terms of national secu-
rity policy.

Mr. LYONS. You are exactly on target, Senator, and it has been
the governmental policies of other nations, deciding that they need
a capacity to construct ships, and implementing governmental poli-
cies to accelerate that capacity that has caused deterioration of the
U.S. ability to construct ships, a major and vital part of our econo-
my.

Senator SARBANES. I thought your reference to the Brenner
report was particularly appropriate. That's a very good report. And
many times I tell people to read it and pay attention to it, because
I think it underscores the human dimensions of unemployment and
the impact which that has on workers.

Let me ask you, just in terms of the worker attitudes and
morale, what you sense from your people in light of this sharp de-
cline in job opportunities and layoffs and so forth? First of all,
what do they anticipate for the future? Second, what is it's immedi-
ate impact?

Mr. LYONS. Well, the worker is individually not in a position to
anticipate for the future. He relies exclusively upon the employer
for whom he works, to what degree he is successful in being able to
continue to provide him with employment. But in your references
to the impact on the worker and how the worker reacts to it, I
learned lessons that were so strongly put in my mind when I first
commenced work as an apprentice ironworker in 1937-that was a
few years ago-sitting there as an apprentice ironworker, at lunch-
time, listening to ironworkers talk who had been basically unem-
ployed for possibly 60 to 70 percent of the previous 4 to 5 years and
to speak frankly at how close they came to picking up a gun and
going out and robbing because they were not going to let their fam-
ilies starve. I think that the reaction of not only the degradation to
the dignity of a human being who is unemployed, but the instinct
that he has accepted the responsibility to provide for a family and
what should he do when there is no gainful employment is most
clearly brought out in that report, that, I believe, does this country
a service, and it's very important to be studied because it measures
the impact of unemployment in a way that never previously was
measured. And it is so important to our society to recognize why
we are having the problems we are having.

Senator SARBANES. So your people-what do they expect in terms
of how long and how deep this recession is going to go?

Mr. LYONS. For my own personal reaction, the unemployment sit-
uation in our trade, in our industry, which is primarily heavy in-
dustrial construction and major commercial construction which the
ironworkers are involved in, bridge building, much of it relates to
major industries. We have many people employed in the steel in-
dustry and the auto industry and major manufacturing industries
and therefore in the areas of the country in which those industries
are concentrated and in which we have large concentrations of our
members, they expect significant unemployment.
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Our trade, however, happens to be a trade that we use the term
"booms"; they can go anywhere in the country and go to work if
there is employment. So we see a very significant increase in the
amount of our members who are starting to move out of Michigan,
starting to move out of Ohio, starting to move out of the Northeast
and moving to the Sun Belt and other parts of the country in an
effort to gain employment.

Senator SARBANES. Mr. Oswald, did you want to add anything?
Mr. OSWALD. There is nothing in the current outlook that would

improve unemployment until at least the third quarter of next
year, and it's very questionable if, after 9 months, there will be any
improvement in the unemployment situation, so that not only is
the unemployment level probably at its highest level in the post-
war period, it may very well get worse than it did in the 1975 re-
cession. And there is no hope that there will be any improvement
for 9 months and, we think, very little improvement thereafter.
Therefore, we have set forth a series of policies and programs to
try to put people back to work.

As Ms. Norwood had indicated in her testimony, this recession
has gone well beyond the auto and the construction industries in
terms of its impact, spreading to the retail industry as well as
other manufacturing sectors. And the downturn will be a deep
downturn and a long downturn, not like the very sharp decline of
the second quarter of last year.

Senator SARBANES. Let me just ask this final question. There's a
great deal of focus, as I think there appropriately should be, on
productivity. I've been struck by the fact that our industrial com-
petitors in the world are able to structure a situation where their
work force is fairly well assured of continuing employment, so they
don't have the situation of work in and then off and then back and
the transition periods and all the rest of it.

It's been my own view that that's tremendously important in de-
veloping among their workers a positive attitude toward questions
of productivity, toward the job or toward pride in workmanship
and so forth and so on. And I wonder whether you agree with that
or whether you would say that one of the difficulties we have, per-
haps, in fostering some of those attitudes among our work force is
that we place them in this roller-coaster situation with respect to
whether they're even going to have a job and, therefore, that tends
to be their focus, rather than having the assurance which the Japa-
nese, the West Germans, and other industrial countries, the ones
that we particularly regard as being successful and competitors,
are able to provide to their work force, and then they just move on
from there.

How much of a difference do you think that makes in terms of
job attitudes and the general outlook of the work force toward the
economic situation?

Mr. LYONS. It is a significant factor. While productivity is pri-
marily the responsibility of management by proper tools, proper
equipment, having the needed work at the right place at the right
time, and all of those other measurable factors that influence pro-
ductivity, there is also the significant factor of a work force that
feels stable and wants to work in cooperation with management.
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In that area, productivity, if you don't have that, productivity is
impacted by rejects, reworking, quality control, and factors such as
that. And then in the end, of course, cost goes up.

We have been engaged for a number of years in the construction
industry, and just as well in the whole labor movement, in all in-
dustries, in working with management for joint labor-management
programs aimed at building the morale of the workers where not
only the pride in workmanship, but having the effect of working
together with management to produce a high-quality product. I be-
lieve that we have gone a long way in the United States. Maybe
our programs and our approach are more successful than some of
the programs in the long run that are utilized in other countries to
build a stable work force, but in the trade union movement, we
accept that as one of the responsibilities we have in assisting our
membership toward maintaining and achieving full employment,
and that is to improve the attitude on the job and to reduce, should
we say, the rejects or the welds that have to be cut out.

Senator SARBANES. I've had employers in the construction indus-
try tell me that the boom-or-bust cycle was about the worst thing
that they can experience in developing an efficient work force. Just
as they get it put together and working harmoniously and they've
shaken it out and everyone sort of knows their job and has their
skills and everything, and then they get a downturn-these people
get laid off; they have to bust up an effectively functioning team-
and when things come back eventually, it's very difficult. They
have to start all over again, in a sense, putting it back together.

It's a little bit like the apprenticeship programs you were talking
about earlier. It gets thrown overboard almost immediately. Then
you try to put them back in place. Meanwhile, you've got that
young work force out there without a job, without discipline, with-
out developing the necessary skills that I think you need. It's a
tragic waste of our resources to allow able people who want to
work to be sitting idle. You lose the output. It has a tremendous
impact, as the Brenner study says, on their human situation. It's
an absolute waste of a national resource. And once you lose it, you
never get it back. The fellow who doesn't work today, he can go to
work tomorrow, but he can never recover what he could have pro-
duced today.

Mr. LYONS. Senator, you've provided me with an opportunity to
point out one of the very significant problems that exist, and you
are exactly right. In the construction industry, the greatest single
factor that we have with respect to being able to maintain a pro-
ductive capability to construct is the impact of the boom or bust
that has historically developed in geographic areas of the coun-
try-superheated construction activity for a couple of years, super-
deflated construction activity. You build a capacity to construct;
huge volumes of money are poured into massive equipment, and
then the equipment is set idle, and the contractor goes broke and
so forth.

Now there was a commission created back under, I believe, Presi-
dent Johnson in which George Schultz, who at that time was con-
nected with the University of Chicago-he was dean of the Univer-
sity of Chicago; he later became Secretary of Labor, Secretary of
the Treasury, OMB; now he's president of Bechtel-a commission
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was created on productivity. There was a subcommittee; I was on
it; I had the good fortune of being on that subcommittee.

There was a subcommittee on construction. We zeroed in and
identified the fact that the boom-or-bust cycle is the greatest sig-
nificant factor on productivity in the construction industry. One of
the results of that commission was the creation of a Government
agency to say, well, if the industry itself is unable to control, to
regulate the construction activity in certain regions, which it is
not, then at least the Government should parcel out Government
construction activity, which happens to be 20 percent of the total
construction activity, in a manner that will not aggravate the peri-
ods of high-construction employment but will stimulate the periods
of low. And we set up a procedure that has been very, very success-
ful.

It operates now in five cities in the United States. It happens to
cost $1 million a year; that's all. It is estimated that its value to
the Government in improved construction costs is in the hundreds
of millions. That is now being dismantled because of the budget
cuts. We can't afford to spend that $1 million to save hundreds of
millions.

Senator SARBANES. Thank you.
Senator Kennedy.
Senator KENNEDY. Thank you very much, Mr. Lyons, I regret

that I was not here for your statement, but I'll look forward to re-
viewing it carefully.

I think we're extremely fortunate in the Joint Economic Commit-
tee to have your presence here this morning. As a senior member
of the executive council of the Labor Federation, you've worked in
the area of construction your whole lifetime. I doubt if we could
have a better informed or more thoughtful commentator on the
needs of the construction industry in our country before this com-
mittee, so your comments are very well appreciated and will give, I
think, both this committee and those who review the record a
better insight into the problems that we're facing.

I do notice that in your statement you emphasize the human
factor in terms of unemployment, which far too often is a forgotten
factor.

Now we heard earlier today about other periods of high unem-
ployment in this country, and we heard comparisons about the
numbers of unemployed going back to 1975. I think it's important,
as we hear the new figures today, to relate them to the figures that
we were facing in the 1974 recession.

At that time, action was taken by a Republican President to
extend the unemployment compensation benefits from 39 weeks to
52 weeks and then 65 weeks. There was also a recognition that
when people lost their jobs, they generally lost their health-care
coverage. Yet that is the time when they need those health benefits
the most. There was an effort to provide help and relief for the un-
employed worker, their families, their wives, and their children.
We had a jobs program. Some 725,000 jobs were created to try and
direct jobs to the areas of most important need.

Now in recent months, we have seen an economic program which
is quite to the contrary. We've seen the dramatic escalation in un-
employment, announced here again today. We have also seen the
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administration's effort to reduce unemployment benefits by $1 bil-
lion. We have seen their proposals to take away any food assistance
for those who have lost their jobs. We have seen their effort force
skilled workers to take a lesser job, a minimum wage job, after 13
weeks of unemployment.

A worker who is unemployed in 1981 is in a much worse situa-
tion than a worker who was unemployed in 1975. It's bad enough
to lose your job-but why does the administration have to rub salt
in the wound?

Mr. LYONS. Senator, you're exactly right. These factors all relate
to each other, and each one adds to the problem of the other and
magnifies it.

It was brought out here in the testimony-a question was raised
by Senator Jepsen that the average unemployment rate is now
only 7 weeks. Well, that average unemployment rate is now down
because of the fact that so many more workers have been added to
it. It's not down because of the fact that people are going back to
work quickly. In fact, when they extended 1 year ago, when we had
extended benefit protection beyond the 13 weeks of unemployment,
there were 600,000 on extended benefits. Extended benefits have
been removed, and now there's only 70,000 on.

That would indicate that there are at least half a million work-
ers out there in the past year that were unemployed beyond the
minimum period. And you're correct also with respect to health
and welfare.

With a worker today, in the economic society that we have devel-
oped-relies upon coverage for health and welfare benefits from his
employment, whether he's union or nonunion. Almost all employ-
ers cover their workers, and the costs, as you are so familiar with,
are absolutely beyond the reach of a worker to take care of out of
his payroll if he's not so protected. When he's unemployed, he loses
that. But that doesn't mean his children, or his family, or he,
doesn't need medical protection. He needs it more, and he s far less
prepared to do it.

I pointed out to Senator Sarbanes that in our trade as iron-
workers, our people have to move. In 1975, Senator, in your State
of Massachusetts, 65 percent of all the ironworkers were unem-
ployed-65 percent. They had to move out of the State. They went
to California; they went to Arizona; they went anywhere where the
work was.

However, there was a significant period of time, maybe 4
months, in which they were totally without any protection. They
lost it in Massachusetts where they were working, and until they
could regain it, there was a gap. For the worker who is unemployed
without even that type of protection, there is no gap; it's a continu-
ous process, and it's a devastating process.

Now you referred to 1975. What took place immediately in 1976
was the implementation of the accelerated public works programs.
There was about $6 billion poured into public works. Now I m not
talking about boondoggles; I'm talking about what the American
society needs-roads, bridges, water treatment plants, sewage dis-
posal plants. All of these things are within the framework of what
is out there ready to go-all of these needs of every community.
The engineering has been done; the architectural drawings have
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been made; the property is available. They're all ready to go. If this
Congress would institute legislation right now to again move in,
plow money into public works, it would have the same effect that it
had in 1975.

And as I pointed out before, it isn't the construction worker on
the construction site that is affected only. For every worker on the
site, there's 10 other workers in America manufacturing the
motors, the engines, the equipment that goes in homes, the equip-
ment that goes in sewage disposal, and other public works projects.
Therefore, the entire economy is revitalized with a public works
program.

Senator KENNEDY. Now, with these budget cuts, we see pressures
that are being put upon local and State government. We see less
construction. The housing industry, as you have pointed out, is in a
depression. As I understand it, basic new construction is at its
lowest level since World War II. We're in danger of losing major
segments of the construction industry. Should we accept the admin-
istration's view and do nothing, just stand by?

Mr. LYONS. Absolutely not. We should move forward in low-cost
public housing, if we're going to continue the capability of the
middle class to buy homes in the future, because here is what's
happening. Housing starts today are below what they were, or
down to the level they were in 1964, but we've got a much greater
population. We've got a much greater demand for housing.

Now, suppose the interest rates come down and the people who
have been standing on the sidelines wanting to buy a house will
now be able to buy a house and they'll move forward. The impact
of that is going to be that immediately the costs of housing will go
up, so then you have a different problem. Therefore, that should be
anticipated right now, that the housing industry is down primarily
because of high interest rates; therefore, it is necessary to move
right now into low and middle cost housing by the Government toprevent the impact of when that rubber band snaps and when they
do ultimately bring down interest rates.

Senator KENNEDY. The administration points out that interest
rates are on the way down now, in terms of short-term rates. Long-
term interest rates are not. Yet those who are advising the Presi-
dent claim that everything is going to be all right, because we've
seen a reduction in some interest rates. They claim this is going to
bring the construction industry back to life.

But long-term interest rates still are exceedingly high. How does
that affect the housing market and people's ability to buy a home?
That is still a part of the American dream. How does it affect our
ability to do the kind of building and the infrastructure repair
which is so important if we're going to increase productivity andrevitalize our economy?

Mr. LYONS. The important factors with respect to homebuying,
with respect to construction, with respect to manufacturing, who
has to buy equipment and whether they'll build adequate inven-
tories-the maintaining of an adequate inventory is a cost that
usually is maintained by borrowing money. Therefore, industry is
depleting their inventories and the long-term factor is the key
factor there. Before 1980 there never had been a prime rate above
15 percent. That's what we're down to now, and they're saying it's
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wonderful. Well, it's now down to the highest level in history, other
than what it just has been, and it's wonderful.

You can't go out and borrow long-term money. Just yesterday, as
a trustee for our staff retirement plan, our comptroller came up
and said we have some money that is in short term. Should we put
it in long term? I said yes, what's available? So he named half a
dozen manufacturing, private industry bonds, the lowest of which
was 147/8 to 15.35 percent interest for 10 years. Therefore, industry
today is projecting that for 10 years they are willing to pay 15 per-
cent for their money. That indicates that there is no immediate
remedy that's going to be available to put workers back to work,
under the conditions that they're looking at for the next 10 years.

Senator KENNEDY. We have seen the projections of the adminis-
tration that short-term interest rates are going to be coming down
sharply over the next couple of years. But as you point out, long-
term interest rates are the key to recovery in the construction in-
dustry, the housing industry, and other kinds of investments neces-
sary for a dynamic economy, and we are going to face some very
hard sledding on these rates in the future.

Mr. LYONS. Beyond any doubt.
Mr. Oswald. Senator, if I may, I think that what the short term

drop in interest rates means is that you'll just have more specula-
tion in the economy. The short-term money will go toward wherev-
er you can make a quick, speculative buck, whether that's in the
United States or whether that's overseas, or wherever you can
move your money for quick, speculative movement. But that won't
provide investment in terms of jobs, in terms of industry, in terms
of housing. And there's nothing that the administration is doing to
really allocate any credit for housing, for new investment and
other things.

Mr. Lyons had indicated earlier so much of the money is being
used by large corporations for mergers, where the dollars are
raised overnight for the banks to purchase another corporation.
But it doesn't add anything in terms of new investment and in
terms of jobs and opportunities.

Senator KENNEDY. Mr. Lyons, what message do you give to the
young persons of this country who want to buy a home in the next
year, or who are just finishing school, or who have just got their
first job, or who are just starting a family? As somebody who's
been in the construction industry over a lifetime, what message do
you give to those young families?

Mr. LYONS. The message that I would give them, Senator, is do
away with the word they and accept the word I. Get active, get in-
formed, and vote for people who will put into place the type of pro-
grams that this country really needs to provide for the general wel-
fare, which is the responsibility of the Government that I men-
tioned a few minutes ago.

Senator KENNEDY. I want to thank you very much for your ap-
pearance here. It's extremely helpful to the committee. I want to
personally thank you for your presence here.

The committee will stand adjourned.
[Whereupon, at 11:55 a.m., the committee adjourned, subject to

the call of the Chair.]
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OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REUSS. Good morning. The Joint Economic Com-
mittee will be in order for its inquiry into the unemployment fig-
ures for December. Those figures are in and they are shockingly
bad. Unemployment in December went up five-tenths of a percent-
age point, from 8.4 to 8.9 percent in December, a huge and danger-
ous increase in men and women who are jobless. An additional
almost 500,000 Americans are without work in December over the
jobs they had at the start of the month. That is the greatest
number of unemployed, in all some 9.5 million, that this country
has had since the Great Depression in 1939.

This sad situation is the result, in my judgment, of the policies of
President Reagan. Those policies inevitably lead to terribly high in-
terest rates, and as the Reagan administration keeps saying, men
and women have to lose their jobs in order to enable that policy to
work, a conclusion which many of us resent and oppose. You would
have thought that the task of the administration today was to do
something about the recession. Instead, we find them preoccupied
with 1984, should we increase taxes, should we lower taxes, when
the average American is concerned with January 1982, the situa-
tion today, and what we are doing to get out of the recession or to
avoid the recession from becoming a depression.

Instead of taking steps to get out of the recession, the Reagan ad-
ministration policies are designed to make the recession deeper.
Government economic policies are tax policies, spending policies
and money policies, and in every one of these the Reagan adminis-
tration is currently moving to make matters worse.

In taxing, the average American in this month of January 1982
is faced with tax increases, not decreases; increases because of the
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increased social security tax and because of inflation. Yet, the ad-
ministration is doing nothing to accelerate tax reductions. In
spending, the administration has just won what it thought was a
splendid victory against the Congress, both Democrats and Republi-
cans, when the administration, by its veto, was successful in remov-
ing .a few more billions from the expenditure columns, billions
which would have done something to reduce the number of unem-
ployed.

And finally, in the field of monetary policy, the administration is
currently most happy with the fact that the Federal Reserve is fol-
lowing the administration's instruction and has just within the last
few days reduced the rate of monetary growth by almost one-third.
M-1, the common monetary aggregate, last year in 1981 had a
range of 3.5 to 6 percent growth. That has now been lowered to 2.5
to 5.5 percent, which is close to the possibility of one-third tighter
money.

So, you take all of these policies, taxing, spending, and money,
and you find the administration, instead of moving to do something
about the recession, which would involve modestly loosening these
policies, is tightening them. I hope the administration will put its
mind on the immediate recession and not just shrug its shoulders
and announce that there is nothing that it can do about it.

We have with us this morning one of the finest career civil serv-
ants in government, Ms. Janet Norwood, Commissioner of Labor
Statistics. And while you bring us bad news today, Ms. Norwood,
your task is to bring us the news, good or bad. We would be very
pleased now to hear from you on just what the nature and composi-
tion of our unemployment tragedy is.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREGGER, CHIEF, DIVISION OF CURRENT EMPLOYMENT AND
UNEMPLOYMENT ANALYSIS
Ms. NORWOOD. Thank you very much, Mr. Chairman.
I would like to introduce John Layng, who is our expert on tax

analysis, and Jack Bregger on our right, who is an expert in unem-
ployment analysis.

Representative REUSS. We thank you for accompanying Commis-
sioner Norwood.

Ms. NORWOOD. The December statistics reflect a continuing dete-
rioration in the labor market. Employment declined markedly in
both of our major data series. Unemployment continued its upward
path. The number of unemployed persons working part time be-
cause their hours were cut back or because they were unable to
find full-time work rose to a new high of 5.4 million. The fourth
quarter count of discouraged workers-persons not seeking work
because they believe their search would be in vain-stood at 1.2
million, the highest level recorded since the current series began in
1970.

The number of unemployed workers in December was almost 2
million above the July level. Two-thirds of this increase occurred
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among adult men. Large unemployment increases occurred in De-
cember for full-time workers and for workers in durable goods
manufacturing. The jobless rate for automobile workers rose from
15.8 to 21.7 percent over the month.

The December jobless rate for men was half a percentage point
above the rate for women, a very unusual development. Since July,
the jobless rate for adult men has risen sharply, from 5.6 to 8.0 per-
cent. The difference in unemployment experience of men and
women stems partly from the fact that women are less likely than
men to be employed in the goods-producing sector of the economy
where the sharpest employment reductions have occurred. In addi-
tion, the labor force participation of adult women, which had regis-
tered strong and continuous growth in recent years, has not in-
creased since the summer. Should their labor force resume growth
before job opportunities begin to expand, unemployment among
adult women is likely to increase.

Before leaving the labor force and unemployment data, I would
like to call your attention to the table of alternative seasonally ad-
justed unemployment rates that is attached each month to my pre-
pared statement. The concurrent method shown in column 3 of the
table provides an idea of the probable revision for December which
will be published next month when new seasonal factors are devel-
oped based on the full year of data for 1981.

As you can see, the official method produces for December an un-
employment rate that is a little higher than that produced using
the concurrent method-0.2 percentage point. However, since in
the calculation, the official rate was rounded up and the concur-
rent rounded down, the difference between the two is closer to 0.1
percentage point. This means that we can expect a small down-
ward revision for December in the seasonally adjusted unemploy-
ment rate when the annual revisions become available in Febru-
ary.

The number of payroll jobs declined by 300,000, the third con-
secutive monthly drop. Three quarters of the December reduction
occurred in the already weak manufacturing industries. While
losses were widespread, they were particularly severe in the five
major metals and metal-using industries-primary and fabricated
metals, machinery, electrical equipment, and transportation equip-
ment. The factory workweek also continued to decline and, at 39.1
hours, was more than an hour below the peak in this series
reached last May.

Employment in the service-producing sector dropped for the
second straight month, on a seasonally adjusted basis. In retail
trade, the December pickup in jobs was less than typical for the
holiday period; seasonally adjusted data, therefore, show a substan-
tial decline.

In summary, the data released this morning show that the em-
ployment situation continued to deteriorate in December. Unem-
ployment rose sharply, employment declined, especially in durable
manufacturing industries, and employers cut back hours for many
workers.

Employment in manufacturing and construction were actually
below the levels to which they had dropped in 1980. While the per-
centage increase in the level of total unemployment during the cur-
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rent downturn is nowhere near the increase in 1974-75, the change
in the unemployment rate for adult men is comparable to that
which occurred in the 5 months following August 1974.

It has been our custom, Mr. Chairman, to report to the Joint
Economic Committee on statistical developments, and I would just
like to summarize very briefly for you the remainder of my pre-
pared statement which refers to the changes that will occur in the
data next month when we introduce the new population controls
based on the 1980 data.

For the past decade we have used 1970 census levels, adjusted
forward each month to account for the aging of the population,
deaths, and net migration. You are all, I am sure, aware of the fact
that the 1980 census enumerated almost 5 million people in the
United States who had not been estimated to be there, and begin-
ning next month we will convert the Household Survey data to the
1980 population counts. A number of adjustments will be made
which are listed in my prepared statement. However, the unem-
ployment rates, the labor force participation rates, and the employ-
ment population ratios for the major groups are not expected to
differ very much, if at all, from those already published.

We would be glad now to try to answer any questions you may
have.

[The prepared statement of Ms. Norwood, together with the Em-
ployment Situation press release, follows:]
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PREPARED STATEMENT OF HON. JANET L. NORWOOD

Mr. Chairman and Members of the Committee:

I am glad to have this opportunity to offer the Joint

Economic Committee a few brief comments to supplement our

Employment Situation press release, issued this morning at

9 a.m.

The December statistics reflect a continuing deterioration

in the labor market. Employment declined markedly in both of

our major data series. Unemployment continued its upward path.

The number of unemployed persons was close to 9.5 million, and

the unemployment rate reached 8.9 percent. In addition, the

number of persons working part time because their hours were cut

back or because they were unable to find full-time work rose to

a new high of 5.4 million. The fourth quarter count of discouraged

workers--persons not seeking work because they believe their search
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would be in vain--stood at 1.2 million, the highest level

recorded since the current series began in 1970.

The number of unemployed workers in December was almost

2 million above the July level. Two-thirds of this increase

occurred among adult men. Large unemployment increases

occurred in December for full-time workers and for workers in

durable goods manufacturing. The jobless rate for automobile

workers rose from 15.8 to 21.7 percent over the month.

The December jobless rate for men was a half percentage

point above the rate for women, a very unusual development.

Since July, the jobless rate for adult men has risen sharply,

from 5.6 to 8.0 percent. The difference in unemployment experi-

ence of men and women stems partly from the fact that women are

less likely than men to be employed in the goods-producing sector

of the economy where the sharpest employment reductions occurred.

In addition, the labor force participation rate of adult women,

which had registered strong and continuous growth in recent years

has not increased since the summer. Should their labor force

resume growth before job opportunities begin to expand, unemploy-

ment among adult women is likely to increase.

Before leaving the labor force and unemployment data,

I would like to call your attention to the table of alternative

seasonally-adjusted unemployment rates that is attached each

month to my testimony. The concurrent method shown in Column 3

of the table provides an idea of the probable revision for

December which will be published next month when new seasonal

factors are developed based on the full year of data for 1981.
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As you can see, the official method produces for December an

unemployment rate that is a little higher than that produced

using the concurrent method--0.2 percentage point (8.9 versus

8.7 percent). However, since in the calculation, the official

rate was rounded up and the concurrent was rounded down, the

difference between the two is closer to 0.1 percentage point.

This means that we can expect a small downward revision for

December in the seasonally-adjusted unemployment rate when the

annual revisions become available in February.

Employment

The number of payroll jobs declined by 300,000, the third

consecutive monthly drop. Three-quarters of the December reduc-

tion occurred in the already weak manufacturing industries.

While losses were widespread, they were particularly severe in

the five major metals and metal-using industries--primary and

fabricated metals, machinery, electrical equipment, and trans-

portation equipment. The factory workweek also continued to

decline-and, at 39.1 hours, was more than an hour below the peak

in this series reached last May.

Employment in the service-producing sector dropped for the

second straight month. In retail trade, the December pick-up

in jobs was less than typical for the holiday period; seasonally-

adjusted data, therefore, show a substantial decline.

Summary

In summary, the data released this morning show that the

employment situation continued to deteriorate in December.

Unemployment rose sharply, employment declined,especially in

93-880 0 - 82 - 10
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durable manufacturing industries, and employers cut back hours

for many workers.

Employment in manufacturing and construction were actually

below the levels to which they had dropped in 1980. While the

percentage increase in the level of total unemployment during the

current downturn is nowhere near the increase in 1974-75, the

change in the unemployment rate for adult men is comparable to

that which occurred in the 5 months following August 1974.

Revisions in labor force data

I want to take this opportunity to remind you of changes

affecting the estimates derived from the household survey, which

we will make next month with the release of January 1982 data

on February 5.

The data we publish each month on the levels of the labor

force, employment and unemployment are based on monthly household

survey sample results weighted by population estimates developed

by the Bureau of the Census. For the past decade, we have used

1970 Census levels adjusted forward each month to account for the

aging of the population, deaths, and net migration.

The 1980 Census enumerated 4.7 million more people in the

United States than had been estimated for April 1980 from the

1970 data using the updating technique that I just outlined.

Beginning next month, we will convert the household survey data

to the 1980 Census population counts. At that time, the following

overall adjustments will be made:

* The civilian noninstitutional population age 16 years and

over (the cut-off age for labor force estimates) in 1981 will
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rise about 3.7 million and the civilian labor force will rise

about 2.3 million. Data for population sub-groups will change

commensurately with these totals, but fundamental relationships

across population groups will remain essentially intact.

* Unemployment rates, labor force participation rates, and

employment-population ratios for the major groups are not expected

to differ very much, if at all, from those already published.

In addition, because we wish to provide users with consistent

time series for analytical purposes, we are developing revised

estimates for the decade of the 1970's. We plan to publish a

number of revised time series in the February 1982 issue of our

monthly statistical publication, Employment and Earnings. The

methodology used for this procedure was developed with the concur-

rence of the Bureau of the Census; the estimates will be considered

provisional and will be used until the Census Bureau develops final

detailed population estimates for the entire period of the 1970's.

I want to emphasize that the introduction of updated popula-

tion figures into the household survey is a change undertaken

after every Decennial Census. What is different about the adjust-

ment this year is the fact that the population figures from the

1980 Census differ so substantially from the 1970 data updated to

the present. In the past, differences were relatively small, and

there was no need to revise previously published data.

My colleagues and I will now be glad to answer any questions

you may have.



Unemployment rates by alternative seasonal adjustment methods

I g X-11 ARIMA method IX-II methodl
Month I Unad- I I I I I I 12-month I (f ormer I Rangeand I justed I Official ConcurrentI Stable I Total I Residual lextrapola-I official I (col0.-
year I rate I I I I I tion I method) 1 2-8)

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

1980 1 I I I I I
I. I i I I I . I I IDecember ..... I 6.9 1 7.4 1 7.4 I 7.4 I 7.4 1 7.4 I 7.4 I 7.3 1 .1

1981 I I I I I I I
I I I .I 1 I 1 IJanuary ...... 8.2 I 7.4 I 7.5 I 7.4 I 7.5 I 7.6 I 7.4 I 7.4 I .2

February ..... I 8.0 I 7.3 1 7.4 1 7.2 I 7.4 I 7.6 1 7.3 I 7.2 1 .4March ....... I 7.7 1 7.3 1 7.4 I 7.2 I 7.3 i 7.7 I 7.3 I 7.2 I .5April ........ 7.0 I 7.3 1 7.3 I 7.3 I 7.3 I 7.3 1 7.3 I 7.3 I -May ........ I 7.1 I 7.6 I 7.5 1 7.7 I 7.8 1 7.4 I 7.6 i 7.7 1 .4
June ........ I 7.7 I 7.3 I 7.3 1 7.4 1 7.3 I 7.2 I 7.3 1 7.4 I .2July ........ . 7.3 I 7.0 I 7.1 I 7.2 I 7.0 1 7.0 I 7.1 I 7.2 1 .2August ....... 7.2 7.2 I 7.2 7 7.3 I 7.1 I 7.2 I 7.2 I 7.3 1 .2September .... I 7.3 1 7.5 I 7.5 I 7.5 I 7.5 I 7.5 1 7.5 I 7.5 1 -October ...... I 7.5 I 8.0 I 7.9 I 8.1 I 8.0 1 7.9 1 8.0 I 8.0 I .2November ..... I 7.9 I 8.4 I 8.3 I 8.4 I 8.4 I 8.2 I 8.4 I 8.4 I .2December ..... I 8.3 I 8.9 I 8.7 I 8.8 1 8.9 1 8.6 I 8.9 I 8.7 I .3

SOURCE: U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistics
January 1982
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(1) Uandusted rate. Unemploymen rate not seasonally adjusted.

(2) Official rate (X-ll ASIMi etFhod). The published seasonally adjusted rate. Each of

the I major labor force coMpooeot-Sgticultural employment, nonagricultural employment

end onemployment-for 4 age-ex groups-elee and feales. ages 16-19 *nd 20 year

and over-are seasonally adjusted independently uaing data from January 1967 foiward.

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, Iotegrated. Moving Average) models

choeen specifically for each series. Each extended series is then sessonally adjusted

vith the X-1l portion of the X-l1 ARIMA program. The 4 teenage unemployment and

nonagricultural employment components are adjusted vith the additive adjustment model,

while the other components are adjusted with the multilicative model. A prior edjuatment

for trend is mpplied to the extended series for sdult male unemployment b fore sesonnal

adjustwent. The unemployment rate is computed by 9-ming the 4 seasonally adjusted

unnloyment 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 ar revised at the end of each year. Extrapolated factors for January-June

are computed at the beginning of each year; extrapolated factors for July-Decesber are

computed in the middle of the year after the June data become available. Each set of

6-month factors ar published in advance, in the January and July issues.

respectively, of E loynent and Earines.

(3) Concurrent (X-ll ARIMA method). The procedure for computation of the official

rate using the 12 components is folloved except that extrapolated factors are not

uaed at all. Each component is seasonally adjusted with the 1-11 AXINA progres

each month as the most recent data become available. &ates for each month of the

current year are shown as first computed; they are revised only once each year.

at th end of the year when data for the full year become available. For exmple,

the rate for January 1980 could be based, during 1980, on the adjustment of data

frnn the period January 1967 through Jonuary 1950.

(4) Stable (I-lE ARIMA mthod) Each of the 12 labor force components is extended

using AIIMA odele as in th official procedure end then ron through the X-il part

of the program using the stable option. This option assume that seaaonsl patterns

are basically constant from year-to-year and computes final seasonal factors as

unveighted averag s of all the seasonal-irregular components for each month across

the entire span of the period adjusted. As in the official procedure, factors are

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

The procedure for computation of the rate from the seasonally adjusted components

in alsn identical to the official procedure.

(5) Total (X-ll ARIMA method). This is one alternative aggregation procedure, in

which total unemploymont and labor force levels are extended vith ARIMA models and

directly adjusted with multiplicative adjustment oodels in the X-Il part of the

progren. The rate is computed by taking seasonally adjusted total unemployment as a

percent of seasonally adjusted total civilian labor force. Factors are extrapolated

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

(6) Residual (X-ll ARIMA method). This is another alternative aggregation method, in

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

and then directly adjusted vith multiplicative adjustment models. The seasonally

adjusted unemployment level is derived by subtracting seasonelly adjusted employment

from seasonally adjusted labor force. The rate is then computed by taking the derived

unerploymcnt level as a percent of the labor force level. Factors are extrapolated in

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

(7) 12-month extrapolation (X-ll ASIA method). Thin approach is the same as the official

procedure except that the factors are xcrapol.ted in 12-month intervals. The factors for

Jamuary-December of the current year are computed at the beginning of the year based on data

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

sas " the official values since they reflect the same factors.

(8) X-ll nechod (former official method). The procedure for computation of the official

rate is used except th th series are not extended with ARIMA models and the factors

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

seasonal adjustment.

Meahods of Adlustment: The X-1l ARIMA method vas developed at Statistics Canada by the

Seasonal Adjustment and Tines Series Staff under the direction of Estela ee Dagun. The

method is described in The X-l1 ARIMA Seasonal Adiustment Method, by atelsa sBe Degum

Statistics Canada Catalogue No. 12-564E, February 1960.

The standard X-li method is described in X-1l Variant of the Census Method II Seasonal

Adlustment Prorrs, by Julius Shiskin, Alan Toung sod John Muagrave (Technical Paper

Nn. 15 Bureu of the CennsU. 1967).
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THE EMPLOYMENT SITUATION: DECEMNER 1981

Unemployment rose sharply in December and employnent continued to decline, the Borneo ofLabor Statistics of the U.S. Department of Labor reported today. The Jobless rate increasedfrom 8.4 percent in N-venber to 8.9 percent in December; it had been 7.0 percent in July and 8.0percent is October.

Total employuent--as measured by the monthly survy of households--fell in December to 97.2million. Since July, empIoymeot hen declined by 1.8 million. Nonfarm, payroll employment--anmeanored by the monthly survey of entabliehbee.ts--dropped by 295,000 in December, the third
co.necutive monthly decline.

Unee~pleyceot

The Nation's unemployment rate rose 0.5 percentage point in December to 8.9 percent, sinceJuly, the rate han Increased by nearly 2 full percentage points. The number of onemployedpereons woo close to 9.5 million, up 460,000 free November and 2.0 million niece July. (Seetable A-1.)

Most of the )ece-ber rise In unemployment took place among adult men, whose jobless raterose from 7.2 to 8.0 percent, a post-World War II record high. Both white and black men sharedin the increase. The rate for all chite corkers mooed up to 7.8 percent and that for black andother corkers edged op to 16.1 percent. Jobless rates for adult women (7.5 percent) andteenagers (21.7 percent) cure little changed over the month. (See tablee A-1 and A-2.)

A large increase in joblessness took place among corkere in durable goodm menufacturing,shone unemploym.ent rate jumped from 9.4 percent in November to 11.8 percent in December.Accordingly, the rate rose markedly for blue-collar workers, up more thes a point to 12.9percent. Full-time workers also experienced a large over-the-month increase in iJblessnese.(See table A-5.)

Persons who lost their Jobs as a result of layoff or permanent separation accounted for allof the December increase in uinemployment. There woa little change in the number of unemployedpersons who voluntarily left their last job or entered the labor force in search of work. As is
typical during economic downturns, job losers have comprised mast of the rise in snemploymentsince the beginning of the current slump this past .eu r. (See table A-7.)

Becaune of the large number of recent job losses, the over-the-month gain in uemploymenttook place among persons out of cork for 3 months or less. HBnce, the meem duration ofunemployment declined by about half e week to 12.8 weeks in December, following a similardecline in November. (See table A-6.)
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In addition to the sharp unemployment increase in December, the number of persons working
part time for economic reason roe 360,000 to a record 5.4 million. Most of this increase

occurred moong persons who usually work full time but enperienced a curtailment in their
workweek. (See table A-3.)

Total Efployment and the Labor Force

Total employment fell by 840,000 in December to 97.2 million, contributing heavily to a 1.8

million decline since July. White men, women, and teenagers all posted si.eable declines both
over the mooth and since July, while empioyment of black workero woo little changed over these
periodsd.Molt eme accounted for 55 percent of the decline over the 5-mnth period. The
employment-populatioo ratio dropped for the seventh moth In a row to 57.3 percent in D-enb.er;
this was the lowest percentage in over 4 years. (See tables A-i and A-2.)

The civilian labor force declined by 380,000 in December, as the large employment drop
exceeded the rise in unemployment. Whsite women and teenagers were the only groups with a labor
force decline. Over the year, however, the labor force wan up by 1.5 million, with white wen

accounting for three-fourths of the growth.

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

I Quarterly averages 1 Monthly data 1

Category i I Nov. -
1 1980 I 1981 I 1981 1 Dec.

IV III IV Oct. 1 N.- change

HOUSEHOLD DATA
Thou.ands of persons

Civilian labor force .......... 1105,1731106,4341106,8051106,7361107,0291106,6501 -379
Total employment..I........ 1 97,2761 98,7251 97,8101 98,2171 98,0251 97,1881 -837
Unemployment 1 7,8971 7.7091 8,9951 8,5201 9.0041 9,4621 458

Not in labor force.....................1 59.9061 60,2741 60,4661 60.3591 60,2481 60,7911 543
Discouraged workers. 1 1,0551 1,0501 1,2011 N.A.1 N.A.1 N0.1 N.A.

I Percent of labor force
Unemployment roter: 1 I I I I I I

All warker.........................I 7.51 7.21 8.41 8.01 8.41 8.91 0.5
AdMlt men ................ 1 6.31 5.91 7.31 6.71 7.21 8.01 0.8
Adult woen.........................1 6.71 6.61 7.31 7.01 7.31 7.51 0.2
Teenagers ................ i :.1 18.31 18.71 21.31 20.61 21.81 21.71 -0.1

White.I........................1 6.61 6.21 7.41 6.91 7.41 7.81 0.4
Black and other ................ 1 14.11 14.61 15.71 15.51 15.51 16.11 0.6

Hispanic origin ................ 1 10.21 9.61 11.21 10.91 11.61 11.11 -0.5
Full-time workers ................ I.1 7.31 6.91 8.21 7.71 8.11 8.71 0.6

ESTABLISHMINT DATA I
1 Thousand' of jhbs

Honfarm payroll employent ............... I 90,8201 
9

1,
9 3 8

1
9
1,51

2
pI S9.
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1,20
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Goods-producing idostrie ............ 1 25,5941 25,
9 3 3

;25,40pl 
2

5,
6 6 2

1
2
5,4ilpl25,151pI -

2 6
0p

Service-producing indostrie ......... 1 65,2271 
6 6

,0051
6 6

,10
4

pI 66,17016,0OSpI66,055pI -
3 3

p
I I I I I I I

MHoure of work

Average weekly hours: 1 1 1 1 1 1
Total private onfar ................. 35.31 35.11 3S.OpI 35.01 35.0pI 

34
.

9
p1 -

0
.lp

Monufacturing . ................ 1 39.81 39.81 3
9
.

3
pi 39.51 

3 9
.

3
p1 

3 9
.lpl -0.2p

itnufactoriog overtie .............. 2.91 2.91 2.5pi 2.71 2.5p; 2.4pi -O.lp

I I I I I
p-preliminary. N.A.-not available.
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Discouraged Workers

The nua"ber of discouraged workers rose by absot 150,000 is the fourth quarter of 1981 to 1.2sitis, the highest level recorded since the corrent series began in 1970. (Discouragedworkers are persons who report that they wast to work but are not looking for jobs because theybelieve they cannot find any.) Although most discouraged workers are women, -e- made up morethan half of the over-the-quarter increase. More than 70 percent of the discouraged attributedtheir situation to job-uarket factors, while the reoaisder cited personal factors. (See tableA-Il.)

Industry Payroll imployment

The sumber of employees 00 nonagricoltural payrolls fell by 295,000 to 91.2 million inDeceober, the third consecutive month that the payroll job total has declined. Decemberemployment losses were widespread; as in both October and November, gains were registered inonly one-third of the 172 industries in the BLS diffusion iden of private nonfarm payrollemployment. (See tables B-I and B-6.)

Three-fourths of December's employment reduction occurred in masufactaring, with the bulk ofthe decline concentrated in durable goods. Transportation equipment, sachinery, electricaleqoipment, primary metals, and fabricated metals posted sharp declines of roughly 30,000 each;since September, these five industries have posted declines totaling 440,000. There weresmaller over-the-sooth decreases in all other dorable goods iodostries encept miscellaneouaoanofacturing. In the nondorable goods sector, an overall reduction of 50,000 jobs wasdominated by cstbacks in apparel asd rubber and plastics. Elsewhere in the goods-producingsector, construction employment, which has been trending downward since April, fell by 35,000.Miniog employment was sboot anchanged in December; it had been growing since settlese.t of thecoal miners' strike last spring.

In the service-producing sector, employment in retail trade dropped markedly for the secondstraight month, as pre-Christoss hiring was not as strong as is normally expected. The loss waspartially offset by small job increases in services and goverement, the only two major industrydivisions registering employment gains in December.

Noors of Work

The average workweek of production or nonsupervisory workers on private nonagriculatralpayrolls was 34.9 hours in November, dowo 0.1 hour over the onth. In manufactoring, theworkweek dropped 0.2 hour to 39.1 hours, and factory overtime edged dowm 0.1 hnur to 2.4 hours.(See 'table B-2.) both the factory workweek and overtime have declined markedly since their 1981peaks in May. Workweek reductions over this 7-nooth period were particularly sharp in the majormetals asd metal-using industries within durable goods, ranging from I to mare than 2 hours.
Reflecting both the reduction in employment and the decreased workweek, the iodex ofaggregate weekly hours of production or no.supervisory workers on private onfarm payrollsdropped by 0.9 percent in December to 106.9 (1977-100). The factory index was dowo by 2.0percent over the sonth. Since July, the overall index has decreased 2.3 percent, a declinelargely attributable to a 

7
.4-percent drop in the manufactoring index over the Oan. period.(See table B-5.)

Nourly sod Weekly Earnings

Average hourly earnings increased 0.1 percent over the sonth, while average weekly earuingsdeclined 0.1 percent, seasonally adjusted. Before adjustment for seas.oality, average hourlyearnings edged down I cent in December to $7.45, 51 cents above the year-earlier level. Averageweekly earnings, at $262.24, wore op by $1.14 over the month and $15.18 over the year. (Seetable B-3.)

The Hourly Esroings Inden

The Hourly Earnings Iden (HEI) was 143.3 (1977-100) in December, seasonally adjusted, 0.1percent higher than in November. For the 12 months ended in December, the increase (before
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seasonal adjootnent) was 8.1 percent. The EI exclodes the effects of two types of changes

unrelated to underlying wage rote movemenco--flucttation- in overtime in manufacturing and

interinduatry employment shifts. In dollars of constant purchasing power, the HEI decreased 0.9

percent during the 12-month period ended in November. (See table B-4.)

Revisions to Household Data Series

Effective with data for January 1982, population counts derived

from the i980 Decennial Census will be introduced into the estimation
procedures used in the Current Population Suney. Dats for 1981 will

be revised based on the new census population estimates. Provisional
adjoscmentS in the major dater series for 1980 back to 1970 will also

be node and will be introduced with the release of January 1982 data.

Reseasonal adjustment to take accoont of the experience through
December 1981 will also take place effective with the release of
labor force data for January 1982

-C'N
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establithment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A table, marked
HOUSEHOLD DATA. It is a sample survey of about
60,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workert 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 sample includes approximately
166,000 establishments:employing about 35 million
people.

For both surveys, the data for a given month are ac-
tually collected for and relate to a particular week. In
the household survey, unless otherwise indicated, it it
the calendar week that contains the 12th day of the
month, which is called the survey week. In the establish-
ment survey, the reference week is the pay period in-
cluding the 12th, which may or may not correspond
directly to the calendar week.

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

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

selected so as to reflect the entire civilian noninstitu-
tional population 16 years of age and older. Each per-
son 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 enterprise 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 between labor
and management, or personal reasons.

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

and waiting to be recalled and those expecting to teport
to a job within 30 days.

The civilian laborforce equals the sum of the number
employed and the number unemployed. The uaemplr)--
ment rale is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
The definitions are provided in the table. The mc-
restrictive definition yields U-I, and the tost -mrs.
prehensive yields U-7. The official unemployment rate
is U-5.

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

---- The household survey, although based on a
smaller sample, reflects a larger segment of the popula-
tion; the establishment survey excludes agriculture, the
self-employed, unpaid family workers, and private
household workers;

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

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

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

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

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

force and the levels of employment and unemployment
undergo sharp fluctuations due to such seasonal events
as changes in weather, reduced or expanded production,
harvests, major holidays, and the opening and closing
of schools. For 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.

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor
force, easier to spot. To return to the school's-out ex-
ample, 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
determine 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 com-
parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian 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 in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing 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 civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June
period and again for the July-December period. The
January revision is applied to data that have been
published over the previous 5 years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, along with the introduc-
tion 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 dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
estimate basud on the samp!l will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses--thb error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;
and, for the overall unemployment 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 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
rele for men is .24 percentage point; for teenagers, it is
1.06 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 neasured. The new benchmarks also incorporate
changes in the classification of industries and allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for 53.75
per issue or $31.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A theck or
money order made out to the Supenrintendent of
Documents must accompany all orders.

Emplovment and Earnings also provides approxima-
tions 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 S 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 provided in tables
M P. Q,. and R of that publication.
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Table Ai. Employment status of the population by Oex and age
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Table A-2t Employment statue of the population by race, sex, and age
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Table A-3. Selected employment Indloalore
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Table A.S. Major unemployment Indlcators. seasonally adjusted
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Table A4. Unemployment by sex and age, seasonally adjusted
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Table A11. Peons not In labor fare by lueos, Boe. and race, quarterly averages
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Table B.1. Employees on nonagrlcollutal payrolls by Industry
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Table Bt2. Average weekY boours ot production Or nonsupnrmty workers on privets nonagriculturml payrola by lndmutry
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Representative REUSS. Thank you, Commissioner Norwood.
I have been trying to impress upon the administration for some

time now, without any noticable success, that the recession we are
in is really a recession and it ought to take some action to end the
recession. Don't the figures that you give us this morning lend cre-
dence to the view that we are indeed in a serious recession? I refer
here not merely to the fact that we have 9.5 million men and
women who are unemployed, but to the fact that the unemploy-
ment is now widespread not only throughout manufacturing and
housing and construction, but that-and this seems to me very seri-
ous-that even the service sector is now losing jobs.

Can that be lopped off? Is it possible to explain that deterioration
in the service sector on any basis other than the fact that we are in
a serious recession and we ought to start doing something about it?

Ms. NORWOOD. We certainly are in a recession. Even the Nation-
al Bureau of Economic Research, which is the agency that general-
ly establishes formally a recession, has indicated that the country
began a recession in July and that, in fact, the recovery which we
had up until July of last year was one of the shortest recoveries in
our history.

Representative REUSS. Can you think of any reason why we have
now set a world record in following one recession with another re-
cession a few months later than the high interest rate policy of the
administration?

Ms. NORWOOD. I am not sure about the specific cause, but the
data clearly show that the goods producing sector in particular,
and especially the durable manufacturing sector as well as con-
struction have seriously deteriorated.

Representative REUSS. Isn't that observation you have just made
consistent with the view that high interest rates are an operative
cause of our current miseries?

Ms. NORWOOD. They certainly have contributed, yes.
Representative REUSS. Turning to another subject, I am dis-

turbed, Commissioner Norwood, that of the 9.5 million workers
whom you report are currently without jobs and looking for jobs,
only one-third are covered by unemployment compensation or are
receiving unemployment compensation. This contrasts with the big
recession we had in 1975 where two-thirds of the unemployed, men
and women, were receiving unemployment compensation. What
has happened? Why should the misery of unemployment be com-
pounded by cutting in two the percentage of people who receive un-
employment compensation?

Ms. NORWOOD. Mr. Chairman, a review of the unemployment in-
surance claims data presents rather perplexing issues. I would like
very briefly to review them with you.

First, as you know, the Employment and Training Administra-
tion within the Department of Labor, working with the employ-
ment security agencies in the States, publishes each week informa-
tion on initial claims and also on the total claimant level. There is
an inconsistency, it would appear, between the initial claims which
have been going up at a rate of roughly half a million a week and
the total claimant level which has not been going up at anywhere
near that rate. Now, there is that discrepancy. In general, the ini-
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tial claims, that is, people who are filing in order to qualify for UI
benefits, seem to track fairly well with the BLS data on job losers.

What is perplexing is the low level of overall claimants. For this
month that is roughly somewhere around 40 percent of the level of
total unemployment in the Current Population Survey. That is a
very low ratio for this period of a recession. There are several pos-
sibilities, but I don't have any firm answers.

First, there were a number of changes in the unemployment in-
surance laws, several of them enacted during the Carter adminis-
tration and several enacted more recently during the Reagan ad-
ministration. In general, all of those changes enacted by the Con-
gress have had the effect of tightening requirements for eligibility
for unemployment insurance benefits.

Second, the UI data are not collected in the same way that we
collect statistical survey data. They are a part of an administrative
system. We have been trying to work within the Department to im-
prove the statistical standards, but I do believe that there may well
be some errors that are introduced into those data because of the
methods for tabulating them. And I do not know how much that
possible error might be.

In addition, there are a few conditions that seem to be present
that may explain some of this. One is that this recession has fol-
lowed another recession after a very short period of recovery. The
result may be that many workers who became unemployed during
the 1980 recession, and then perhaps became employed again, did
not earn sufficient UI credits to become eligible again for unem-
ployment benefits before becoming unemployed a second time.
Since this was a highly concentrated deterioration in employment,
say, in the automobile industry, some workers may have been re-
hired for only short periods, and so they may have become ineligi-
ble for unemployment compensation.

Something on the other side would seem to suggest-at least
there is a good deal of anecdotal information from newspapers-
that many employers are laying off employees on a temporary
basis. They are laid off for a while and then they are called back,
and then laid off again, perhaps. There seems to be more of that
than has been true before, but that would seem to argue on the
other side that the data perhaps overstate the unemployment.

It is a perplexing issue. I do not have any answers for it. We are
working on it and we hope to do more on it.

Representative REUSS. Couldn't part of the answer be this: In
earlier recessions in prior years, we have extended unemployment
compensation on the books. That is to say, someone is covered not
just for 6 months, but for as much as a year and a quarter, 65
weeks. We do not have that anymore. Couldn't it be that a great
many hundreds of thousands of people have simply run through
their 6 months unemployment comp and are now cast adrift, be-
cause we have changed that safety net?

Ms. NORWOOD. That's possible. And that would suggest that the
comment I made before about the people who are unemployed
during the 1980 recession perhaps have used up their benefits and
are no longer eligible for those benefits. The data on exhaustions
and monetary ineligibility are very slow in coming into the Em-
ployment and Training Administration from the States. We have
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not been able to look at those data since summer, so it will be
awhile before we will be able to look at that.

Representative REUSS. The data are understandably slow in
coming to the fore, but the human effects on the unemployed
worker and his family, of running out of his unemployment com-
pensation which he probably thought he had, are immediate and
tragic.

I recognize now Senator Sarbanes, and would you be good
enough to continue to chair the session, please?

Senator SARBANES [presiding]. Mr. Chairman, I want to say at
the outset that I think these figures this morning are devastating.
It is imperative that the administration formulate for the Congress
and the American people a program designed to put people back to
work, not to keep them out of work. In addition, the seriousness of
current conditions requires the administration to give thought to a
range of programs designed to ease the situation in which people
who are unemployed find themselves. Such questions as unemploy-
ment insurance, possible assistance on mortgage delinquencies
have to be faced; the rate of nonpayment of mortgages is rising sig-
nificantly. They are people who not only are losing their jobs but
losing their homes.

The administration's program has taken the unemployment rate
from 7 percent in July to 8.9 percent in January, which I under-
stand is the highest it has been, with one exception, since the
Great Depression; is that correct, Ms. Norwood?

Ms. NORWOOD. Yes, sir.
Senator SARBANES. And it was 9 percent in May of 1975.
Ms. NORWOOD. Yes, sir.
Senator SARBANES. Every indication is that the unemployment

rate will continue to go up. You don't make predictions, as you con-
stantly remind us; I see nothing in your presentation this morning
that would lead one in any way to be optimistic that the unemploy-
ment rate is going to do anything other than continue to rise,
thereby raising unemployment to the highest that we have experi-
enced in the Nation since the Depression.

I would like to ask you this question: Is it correct that there are
2 million additional people unemployed today than was the case in
July?

Ms. NORWOOD. Yes, sir.
Senator SARBANES. I understand that in almost all cases, 1.8 mil-

lion, it is due to a decline in employment. That is, a loss of jobs;
is that correct, rather than an increase in unemployment which
can be attributed to an increase in the labor force? Could you dis-
tinguish the increase in unemployment resulting from loss of jobs
from unemployment resulting from new entrants into the labor
force?

Ms. NORWOOD. You are quite right that there have been a large
number of job losers. There has been a 1.6 million increase in the
number of job losers since July.

Senator SARBANES. So those are people who had jobs who lost
them?

Ms. NORWOOD. Yes, sir.
Senator SARBANES. Only a small increase of unemployment then,

is a consequence of people coming into the labor force seeking jobs.
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Not that that is any less consequential, but I think it does under-
score the nature of what is taking place now, that is, people who
were working are no longer working. It is not the problem of pro-
viding new jobs for new entrants into the labor force.

Ms. NORWOOD. That's correct, Senator Sarbanes, although, of
course, this 1.6 million is not a static group. They are moving in
and out of employment. The increase in unemployment has been
caused by job loss, you are quite right.

Senator SARBANES. What is the significance of the discouraged
workers? I'm talking about the point you make at the bottom of
the first page and the top of the second page of your prepared
statement for the committee.

Ms. NORWOOD. There are many people who believe that the dis-
couraged workers are people who should be counted as unem-
ployed. They are not included in the unemployment rate, because
they are not currently looking for work. Also, it is rather difficult
to get any hard data on discouragement. Discouragement is basical-
ly a state of mind. I think it is very important in a period of a re-
cession to take account of people who at least say to the data col-
lector that they are not looking for work because they believe it
would be of no value to look for work, of no use.

Senator SARBANES. The 9.5 million unemployed figure is reflected
in the 8.9 percent unemployment rate. In addition there are 1.2
million people who are not counted as being unemployed because
they have become so discouraged about the prospects of employ-
ment that they are not actually seeking work. Therefore, they are
not counted as part of being in the labor force; is that correct?

Ms. NORWOOD. That's right. And as you know, the Bureau of
Labor Statistics publishes each month in the release, in table A-4,
a grouping of some seven unemployment rates. So some people who
want to exclude everybody except those who have lost their jobs
can do so, and people who want to include, in addition to the dis-
couraged workers, those people who are working only part of the
time, because the economy cannot provide them with a full-time
job, can do so.

Senator SARBANES. Do you have the figure for discouraged work-
ers in May of 1975, when the unemployment rate was 9 percent?

Ms. NORWOOD. We can supply that for the record, but we only
have it on a quarterly basis. We do not tabulate the data for dis-
couraged workers on a monthly basis. Mr. Bregger is telling me it
is probably about a little over 1 million, because 1.2 million, of
course, is the record. It is higher than we have ever had. (There
were 1.1 million discouraged workers at the height of the 1974-75
recession.)

Senator SARBANES. This figure for discouraged workers is the
highest it has ever been?

Ms. NORWOOD. Yes. And we tabulated those data and collected
them for approximately 15 years.

Senator SARBANES. Is it reasonable to assume that if prospects
were somewhat better those people would be in the work force and,
therefore, would be counted in determining the unemployment fig-
ures?

Ms. NORWOOD. That's what they tell us.
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Senator SARBANES. The unemployment rate for men is now
higher than it is for women. How unusual is that as a statistical
development?

Ms. NORWOOD. It is an extremely unusual development. It shows,
I believe, very clearly the concentration of the recession in the
goods producing sector, particularly construction and durable man-
ufacturing, which employs a high proportion of males. I would
never suggest that unemployment for women is not also important,
but in terms of analyzing the effects of the recession, the jobless
rate for adult men is a particularly important rate.

Senator SARBANES. Is there any way to estimate what percent of
the 9.5 million unemployed are the primary breadwinners for their
families, or the sole source of support?

Ms. NORWOOD. We have some data which we publish on a quar-
terly basis, which looks at the employment experience of people in
relation to the other people in their families. It is hard to know
whether an employed husband or an employed wife is the primary
earner, but if we look at the husbands, for example, we find that,
close to 45 percent of husbands who were unemployed, had no
other employed person in the family, in the fourth quarter of 1981.

Senator SARBANES. I want to pursue a little bit the exchange you
had earlier with Chairman Reuss about the adequacy of unemploy-
ment insurance and the position in which people find themselves
as the economy is being driven deeper and deeper into a recession,
I understand that the National Bureau of Economic Research,
which is, I guess, our private arbitrator of the business cycle, de-
clared yesterday that the current recession began last July.

Ms. NORWOOD. Yes, sir.
Senator SARBANES. And as I understand it, the period of upswing

since the previous recession is the second shortest upswing in the
group's 128-business cycle chronology. Apparently, of the 9.5 mil-
lion people unemployed as of this report, slightly over one-third are
receiving unemployment compensation of one sort or another
under the various available programs. Also, as I understand it, in
1975, we had the most serious recession since the Depression; is
that correct?

Ms. NORWOOD. Yes.
Senator SARBANES. This one, of course, gives every prospect of

outdistancing it. But in the 1975 recession, when unemployment
averaged 7.8 million, almost two-thirds of the jobless were covered.
And in some months, as many as 75 percent. What do you believe
accounts for the difference? Perhaps the short upswing after the
1980 recession was one reason. People were not able to work long
enough to build their credits back up and, therefore, if they had
been laid off before, called back into the work force, and then
dropped out again, they did not have enough credits built up to
draw unemployment. What were the other contributing factors?
This is a cut in half, really, in terms of the unemployed eligible to
receive some support to sustain themselves and their families.

I hear reports on this at the grass-roots level from people who
are not able to meet their mortgage payments on their homes and
face the prospect of losing their housing for themselves and their
family.
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Ms. NORWOOD. The data showed that for the week of December12, which is a reference week for the household survey and the 9.5million unemployed, that there were roughly 40 percent who werecollecting on the continued claims list. There have been severalchanges in the UI laws. Some of them were passed toward the endof the Carter administration period, but did not take effect until
1981 began.

There was change in the waiting period, for example, and thetreatment of pension income was changed, and a general tighten-ing of the work test began last April. And then later during thisadministration there was the elimination of the national triggerand elimination of extended benefit claims in calculation of Statetriggers. It is not possible to quantify the effects of those changes,
but they were all in the direction of a tightening of eligibility.

Beyond that, I think I can say that I am not sure, but that theremay well be some error in the data. The State employment secu-rity agencies have not been able to keep up with the reports. Theyare, as you know, experiencing some cutbacks in staff, and so thereis some disruption there. And these data are generally not treated
in the same way as our statistical data are, because they are partof an administrative data base. It is a perplexing and worrisome
situation.

I'm sorry. I don't have any better answers.
Senator SARBANES. During early December the newspapers re-ported that most retailers were pessimistic about the Christmas

selling season and did not plan to hire as many Christmas workers.In fact, I remember seeing interviews on one of the national televi-sion news shows, with both the managers of the stores and prospec-tive customers indicating how bleak the prospects were. Then therewas comparison I think with Nieman Marcus, a store with veryrosy prospects. And I thought that underscored what is happening
in the economy, a movement toward a two-class economic systemin this country under these policies.

Did you find variations from the normal seasonal hiring patterns
in retail stores in December?

Ms. NORWOOD. Yes, we did. There was an increase in employ-ment in the retail sector, but it was much less than is usual forthis time of the year.
Senator SARBANES. Looking back at the 1974-75 recession andcomparing it with what is happening now, it is my impression thatthere are fewer areas of potential strength now that one can lookto. In each area where you make the comparison, the prospects

seem to be more dismal and pessimistic in the current situationthan they were then.
Do you have any comparisons? For instance, take the servicesector that we just talked about. What is the comparison between

service sector employment and the current recession and what oc-curred in the 1974-75 downturn?
Ms. NORWOOD. In the first 5 months of this recession since July,the service-producing industries-that is, the whole service sector-rose only by about 100,000. If you look at the period from August1974 to January of 1975, which is not the National Bureau's time,but is the basic time when the establishment series changed, therewas an increase of about 160,000-still, an increase in the first 5
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months-but very small, of course. But still, it was somewhat
larger than in the present recession. The change, of course, was
much less.

Senator SARBANES. Ms. Norwood, I am looking for your table
that shows the unemployment rates by sectors of the economy. Is
that the one? A-5?

Ms. NORWOOD. A-5; yes.
Senator SARBANES. I take it that, first of all, unemployment

among blue collar workers is now in the double figures; is that
right-12.9 percent?

Ms. NORWOOD. Yes.
Senator SARBANES. 13 percent.
And then that is most heavily-what is the category "operatives

except transport," which is 15.6 percent?
Mr. BREGGER. That would be people who operate equipment, like

assembly line workers in auto plants, semi-skilled workers.
Senator SARBANES. And nonfarm labor is at 17.2 percent. That is

an incredible unemployment rate. Whom would that cover?
Mr. BREGGER. That would be the most unskilled blue collar work-

ers, people who are laborers at construction sites or in factories;
they are the ones who would be most likely to be laid off first.

Senator SARBANES. The figure in the next category, construction,
at 18.1 percent, would that encompass both the skilled and un-
skilled construction workers?

Ms. NORWOOD. Yes.
Senator SARBANES. That is the situation in the construction in-

dustry, 18 percent unemployed.
And then manufacturing, durable goods is 11.8 percent. And that

goes back-that would be autos, appliances, and so forth.
Ms. NORWOOD. Yes, steel.
Senator SARBANES. What were the figures in 1975? Do you have

those?
Mr. BREGGER. In durable goods, the highest unemployment rate

in that period was 12.9 percent.
Senator SARBANES. And in construction?
Mr. BREGGER. At the highest, that unemployment rate was 21.8

percent in 1975.
Senator SARBANES. We have an overall unemployment figure

that is virtually the equivalent of the 1975 figure. And in fact, if
you were to take account in some reasonable way the fact that you
have a record number of people who have dropped out of the labor
force, persons not seeking work because they believe their search
would be in vain, you might well now have a figure higher than we
had then in two sectors which are very credit-sensitive and there-
fore very hard hit, and where there is every prospect that the rate
is going to climb even more.

At the moment it has not quite reached the earlier figures,
which obviously means that there is a softening elsewhere in the
economy that had not taken place in 1974 and 1975; is that correct?

Ms. NORWOOD. There seems to be a somewhat greater concentra-
tion in some of the particular industries. But I don't really have
anything more to add to that.

Senator SARBANES. This recession has only gone on for 6 months.
Ms. NORWOOD. 5 months.
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Senator SARBANES. 5 months.
At the time that we reached this 9 percent figure in 1975, how

long had that recession gone on?
Ms. NORWOOD. August to May.
If you start with the turning point in the series, which we think

is a better point for comparison, it would be somewhat longer than
the experience thus far.

Senator SARBANES. 9 months.
So, this recession is about half the length so far, a little more

than half the length. And yet the unemployment figure is almost
at the same level as the 1974-75 recession.

Ms. NORWOOD. That, of course, is because, as you know, the un-
employment rate tends to move up and to stay up a bit higher at
the end of a recession than it was at the beginning of a recession.
And we started this recession with about a 7-percent unemploy-
ment rate.

Senator SARBANES. I think it only underscores how serious the
situation is and, in my judgment, how imperative it is that there be
a commitment to put people back to work, rather than accepting a
range of policies which are throwing people out of work.

Ms. Norwood, I have just one final question, -which moves off in a
different direction. It is to ask you again how t9e /recent budget
cuts have affected the ability of the Bureau of Labor Statistics to
do its job, and particularly whether these cuts are affecting the ac-
curacy of the unemployment statistics put forward by/the Bureau
and reported to the Congress and to the Nation.

You have an important role. You play it in an independent and
objective way. From the beginning of time, the messenger who
brought the bad news has had his head cut off. One way to keep
that from happening is not to give you sufficient resources to do
your job properly.

Ms. NORWOOD. The Bureau of Labor Statistics has not been hit
any harder in the budget cuts than any other part of the statistical
system in at least the first go round, the 12-percent cut. And we
are in the process of putting into effect those cuts. There will be a
number of programs eliminated. But those cuts will not, in my
judgment, seriously affect the validity and accuracy and quality of
our basic core of data.

I am, however, quite concerned about the problems that may be
involved in the additional 4-percent cut, which was agreed to be-
tween the Congress and the President in aggregate terms. And I
have underway now discussions with the Secretary and OMB to see
how we might deal with that.

Senator SARBANES. Thank you very much. We appreciate your
appearance again before the committee.

Ms. NORWOOD. Thank you, sir.
Senator SARBANES. The committee stands adjourned.
[Whereupon, at 10:49 a.m., the committee adjourned, subject to

the call of the Chair.]
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