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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, AUGUST 1, 1980

CONGRESS OF THE UNITED STATES,
JOINT EcoNOmiC ColmrRmE,

Wa8hington., D.C.
The committee met, pursuant to notice, at 11 a.m., in room 6226,

Dirksen Senate Office Building, Hon. Lloyd Bentsen (chairman of
the committee) presiding.

Present: Senator Bentsen; and Representatives Brown and Wylie.
Also present: John M. Albertine, executive director; Louis C. Kraut-

hoff II, assistant director-director, SSEC; Charles H. Bradford
minority counsel; Mary E. Eccles, professional staff member; and
Stephen J. Entin and Mark R. Policinski, minority professional staff
members.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. The hearing will come to order. Our witness this
morning will be Janet Norwood, Commissioner of the Bureau of
Labor Statistics.

Ms. NORWOOD. Good morning.
Senator BENTSEN. Ms. Norwood, we are very pleased to have you

here this morning. I would like to note we certainly miss your valued
associate, Mr. Stein, and regret .his passing. We are pleased to have
you with us. We want to hear your report on the condition of the
labor market in the United States. The figures released this morning
are frankly quite puzzling. The overall unemployment rate, 7.8 per-
cent, was essentially unchanged from last month. There were a lot
of predictions it was going to be up. The chart here illustrates that
the rates for virtually all worker groups are still high. Import of
manufactured goods and employment levels in manufacturing indus-
tries declined further in July. Since May, the size of the labor force
has fluctuated considerably. Last month, it grew again. We are really
pleased to have you here, Ms. Norwood, to give us your interpretations.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BlUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY KENNETH DALTON, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND HARVEY R. HAMEL,
ECONOMIST, OFFICE OF CURRENT EMPLOYMENT ANALYSIS

Ms. NORWOOD. Thank you very much, Mr. Chairman and members
of the committee. I am pleased to have the opportunity to discuss with
you the Employment Situation press release issued this morning by
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the Bureau of Labor Statistics. Before doing so, however, I would like
to say a few words about BLS Assistant Commissioner Robert Stein,
a colleague who usually sat with me at this table. Bob Stein died last
Saturday. Recognized as an expert on the Current Population Survey,
Bob spent his career working toward a better understanding of the
work and income status, especially of the poor, the disadvantaged,
and the unemployed. His work reflected his special concern about the
social effects of labor market conditions. He was a dedicated and able
civil servant and we will miss him very much.

I would like now to introduce to you on my right Harvey Hameli
who is an economist with the Office of Current Employment Analysis.
On my left is Ken Dalton, who is an Assistant Commissioner in the
Office of Prices and Living Conditions.

The July Employment Situation figures suggest some leveling off
in the labor market indicators. Total employment, as measured by the
household survey, after declining steadily since February, actually
rose by 460,000. Although the number of nonfarm employees reported
in the business survey dropped in July, total payroll employment
showed no change over the month once allowance is made for the in-
creased Julv level of strike activity and the decline in employment of
Census Bureau interviewers. Since the July employment increase in
the household survey follows a June decrease of the same amount, the
payroll survey may well be a better indicator of the employment situ-
ation in July.

The number of unemployed workers-8.2 million-and the unem-
ployment rate-7.8 percent-were both near their May and June levels,
substantially above the -figures which prevailed during the first part
of this year. Adult men have borne the brunt of the increase in Job-
lessness since the recession began; their jobless ranks have swelled
by over 1 million persons, and their rate of unemployment has risen
from 4.7 to 6.7 percent.

Since the start of the recession in January, almost two-thirds of the
increase in unemployment has occurred among adult men. Unemploy-
ment among adult women and teenagers also has risen, but at a some-
what slower pace. Both white and black workers have experienced
substantial increases in unemployment over the period.

Workers in durable goods manufacturing and construction have been
hardest hit. The unemployment rate among workers in the primary
July, up from 6.3 percent in January. The unemployment rate for
automobile workers he]d about steady in July, but, at almost 25 per-
cent, was still much higher than the levels which prevailed early in the
year.
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Since the recession began in January, employment declines have
been concentrated primarily in the goods-producing industries, with
the heaviest declines in construction and durable manufacturing. Em-
ployment in the service-producing sector, which is usually less affected
by recession than the goods-producing sector, has grown some since
January. After some reduction in both May and June, employment in
this sector rose 85,000 in July; the largest job gains occurred in serv-
ices and in retail trade.

The average workweek fell 0.1 hour in July to 35 hours. Hours of
work have declined steadily since early this year. However, factory
hours were unchanged over the month and factory overtime was up
0.1 hour, at least temporarily halting cutbacks in the manufacturing
workweek. The index of aggregate weekly hours for nonagricultural
industries declined to 121.8 in July, 4.2 percent below the January
level.

The overall labor force rose by 660,000 in July, after showing wide
fluctuations in the last few months. The July labor force increase was
concentrated disproportionately among young women 16 to 24 years
old. As you may recall, the movement of youth-both young men and
women-into and out of the labor force was a major element in the
substantial May labor force increase and subsequent June decline.

These large movements of persons into and out of the labor force
make a single month's numbers especially difficult to gage. Since
January, the labor force has increased by nearly 1 million, with adult
women accounting for 60 percent of the increase. The participation
rate of adult women, at 51.6 percent, is now higher than ever before.

In summary, the severe labor market deterioration which occurred
earlier in the year did not accelerate in July. The unemployment rate,
while very high, has remained at about the same level for several
months. The July data also show a leveling off in the employment de-
clines that began earlier this year, although the signs are not yet strong
enough to suggest a new trend. The payroll figures continue to show
job cutbacks in key manufacturing industries. However, July showed
small employment growth in the retail trade and service industries.
Moreover, the BLS diffusion index of employment increases in 172
private nonagricultural industries rose in July.

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
Employment Situation press release referred to, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11 ARIMA method X-11
method

Unad- Cnu-12-mo (former RangeMonth and justed Cnu-estrapo- Offc.al (cois.year rate Official rent Stable Total Residual iation method) 2-8)

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

1979
July -5.8 5.7 5.7 5.7 5.8 5.8 5.7 5.7 0.1
AugusL- 5.9 5.9 5.9 6.0 5.9 5.9 5.9 5.9 .I
September -5.6 5.8 5.8 5.8 5.8 5.8 5.8 5.8 .October ------ 5.6 5.9 5.9 6.0 5.9 6.0 5.9 5.9 .1
November- 5.6 5.8 5.8 5.9 5.8 5.8 5.8 5.8 .December -5.6 5.9 5.9 6.0 5.8 5.9 5.9 5.9 2

1980

January ------ 6.8 6.2 6.1 6.2 6. 2 6.2 6.2 6.2 I1
February- 6.8 6.0 6.1 6.0 6.1 5.9 6.0 6.0 .2March -6.6 6.2 6.2 6.2 6.2 6.2 6.2 6.2
April - 6.6 7.0 6.8 6.9 7.0 7.0 7.0 7.0 .2May -7.0 7.8 7.6 7.8 7.8 7.7 7.8 7.8 .2June-------- 7.8 7.7 7.6 7.4 7.5 7. 5 7.7 7.6 .3
July- 7.9 7.8 7.8 7.8 7.7 7.8 7.9 7.9 .2

EXPLANATION OF COLUMN HEADS
(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Official rate (X-11 ARIMA method).-The published seasonally adjusted rate. Each of the 3 major labor force com-ponents-agricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males andfemales, ages 16 to 19 and 20 yr and over-are seasonally adjusted independently using data from January 1967 forward.The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA(auto-regressive, integrated, moving average) models chosen specifically for each series. Each extended series is then

seasonally adjusted with the X-11 portion of the X-l1 ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted withthe 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 compo-nents and calculating that total as a percent of the civilian labor force total derived by summing all 12 seasonally adjustedcomponents. All the seasonally adjusted series are revised at the end of each year. Extrapolated factors for January-June
are computed atthe 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-mo. factors are published in advance, m the January and July issues
respectively, of "Employment and Earnings."

(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components isfollowed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11 ARIMA
program each month as the most recent data become available. Rates for each month of the current year are shown as first
computed; they are 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 officialprocedure, the results of this method will he identical to the official rate at the end of each year when the most recentobservation Is December.

(4) Stable (X-11 ARIMA method).-Each of the 12 labor force components is extended using ARIMA models as in theofficial procedure and then run through the X-11 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 averagesof all the seasInal-irregular components for each month across the entire span of the period adjusted. As in the official pro-
cedure, factors are extrapolated in 6-mo. intervals and the series are revised at the end.of each year. The procedure forcomputation of the rate from the seasonally adjusted components is also identical to the official procedure.

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

(6) Residual (X-11 ARIMA method).-This is another alternative aggregation methods in which total employment andcivilian 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 fromseasonally adjusted labor force. The rate is then computed by taking the derived unemployment level as a percent of thelabor force level. Factors are extrapolated in 6-mo. intervals and the series revised at the end of each year.

(7) 12-mo extrapolation (X-11 ARIMA method).-This approach is the same as the official procedure except that thefactors are extrapolated in 12-mo. 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 yearare the same as the official values since they reflect the same factors.

(8) X-11 method (former official method).-The procedure for computation of the official rate is used except that theseries are not extended with ARIMA models and the factors are projected in 12-mo. intervals. The standard X-11 programis used to perform the seasonal adjustment.
Methods of adjustment-The X-11 ARIMA method was developed at Statistics Canada by the Seasonal Adjustment and

Time Series staff under the direction of Estela Bee Dagum. The method is described in the X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalog No. 12-564E, February 1980.

The standard X-11 method is described in X-11 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, August 1980.
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N ewUeUnited StatesSDepartmente__ ______ of Labor 4
Bureau of Labor Statistics Washington, D.C. 20212

Contact: Carol Leon (202) 523-1944 USDL 80-477
Rich Denens 523-1371 TRANSMISSION OF MATERIAL IN THIS RELEASE IS
Kathryn Hoyle (202) 523-1913 EMBARGOED UNTIL 9:00 A.M. (EDT), FRIDAY,

523-1208 AUGUST 1, 1980

THE EMPLOYMENT SITUATION: JULY 1980

U.e-ployoe.t wan about unchanged in July, while there were contrasting -ovanenta in the two

major employmnat aeries, the Bureau of Labor Statistics of the U.S. Department of Labor

reported today. The Natlion unasployneot rate was 7.8 percent, little different from the May

and June rates.

Total employ ant--as measured by the monthly nurvey of households--rose by 460,000 in July,

following 4 consecutive monthly declinen.

Noofar payroll employnent--as measured by the monthly survey of eatablishnents--fell by

240,000 in Jly. An increane in strike activity contributed to the drop. Like total

employment, payroll jobs declined during the February-June period.

Unemployment

The uneoployneot rate was 7.8 percent in July, about unchanged from the May and June rates

of 7.8. and 7.7 percent, respectively, and substantially above the levels which prevailed earlier

this year. There was little or no over-the-month change is the rate for adult men (6.7

percent), adolt nonen (6.7 percent), and teenagers (19.0 percent). Jobless rates for most other

worker categories also remained near their May and Juna levels. (Sea tables A-i and A-5.)

The suwber of onemployed persons, at 8.2 illion in July, was similar to the levels

registered in May and June but was up about 2 million sin. the tarn of the year. The median

duration of unemployment increased for the .econd month in a row. In July, It reached 7.1

weeks, as the nuber of persons unemployed 27 weeks or more rose substantially. About I of

enery 9 Jobaeekers had been out of werk at least half a year. (See tables A-i and A-6.)

Total Employment and the Labor Force

Employment (as measured by the household survey) increased by 460,000 in July, following a

-decline of about the mane magnitude in June, (See table A-i.) Since the February employment

peak, the total nuaber of Jobholders has dropped by about 950,000 to 97.0 million. The July
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increase took place among both men and women; however, a disproportionately large share of the

overall growth occurred among 16-24 year old women.

The employennt-populatioo ratio edged up over the month, but one sbout a point below its

year-earlier level. All of the over-the-year decline in the ratio took place among men.

The civilian labor force increased about 650,000 in July, following 2 months of large swings

(up 725,000 in May cnd down 600,000 in June). On an oor-the-year basis, the labor force

increased by 2.0 million, about in line with growth of the working-age population. Accordingly,

the labor force participation rate wao about unchanged between July 1979 and July 1980.

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

I Quarterly averages I Monthly data

Category I I I I June-
I 1979 1 1980 1980 I July

I I I I change
_______IIKI II I I 1 I May I June I July I

HOUSEHOLD DATA I
I Thousands of nersons

Civilian labor force .......... 2,3571104,i941104,7011105,1421104,5421105,2031 66i
Total employent .I...... l 96,4671 97,8041 96,8931 96,9881 96,5371 96,9961 459

Uneamployment . 5,8901 6,3901 7,8081 8,1541 8,0061 8,2071 -201
Not in labor force . 58,8241 59,0221 59,1031 58,6571 59,4711 59,0911 -380

Discouraged workers. 8071 9931 9171 N.A.l N.A.I l.A.l N.A.

I _
Percent of labor force

Unemploynent rates: i I I I
All workers .......................... 5.81 6.11 7.51 7.81 7.71 7.81 0.1

Adult men.......................... | 4.01 4.71 6.41 6.61 6.71 6.71 0

Adult women ..... I .7 ! 5.71 6.5! 6.6! 6.51 6.71 0.2
Teenagers.I 16.1! 16.2! 18.0! 19.21 18.5! 19.0! 0.5
White. .......................... l 5.01 5.41 6.61 6.91 6.81 6.91 0.1
Slack and other ..................... I 11.51 11.71 13.41 13.91 13.61 14.21 0.6
Oisponic origin ..................... 1 8.11 9.01 10.21 10.51 10.21 10.91 0.7
Full-time workers ................... | 5.21 5.71 7.21 7.51 7.41 7.61 0.2

ESTABTLISHMENT DATA
I. Thousands of Joba

NonfarQ payroll employent ............. 89,668 9209 
4

6p 9,68189,97
3

pl
8 9

,735pl -
2 3 8

p
Goods-praducing industries .......... I 26,5171 

2 6
,605125,75

4
pI 25,745125,39fpl25.075pl -

3 2
1p

Service-producing industries ........ I 63,1501 64,51616
4

,710pl 64,723164,5
7 7

pl64,
6 6 0

pl 83p
I I I I

I~er~g. ~ekly hourBe Hours of work
Average weekly bours: I I I I I I_

Total pri-ate nonfar ................ 35.51 35.51 35.1pl 35.1! 35.1pl 35.Opl -O.lp
M.n.factering .I 39.91 40.11 

3 9
.
4

pl 39.31 3
9
.1pl 

3 9
.1pl Op

Manufactoring ov ertius. l 3.21 3.11 2.7p1 2.6! 2.4p1 2.5pI O.lp

tpreliminary N.A. -not available
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ond =try Payroll Fmploynent

The nomber of employees on nonagricultural payrolls fell by 240,000 to 89.7 million in July.

A large oct increase in utrike activity contributed to this decline. (In contrast to their

treatment in the household survey, workers on strike are not included in the payroll job count.)

The continued drop in nonfarm payroll enployeent left the series 1.5 nillion lower than the

Febr.ury peak. (See table B-I.)

Nearly all of the over-the-sonth decline occurred in the goods-producing sector, as both

mining and construction ware affected by major work stoppages. Manufacturing, which continued

to suffer severe job cutbacks, lost an additional 255,000 jobs in July; both durable and

nondurable goods asnufacturers reported fewer employees. In durables, the most seriously

affected industries were prisary metals and fabricated metals, in both of shich employment fall

by 10,000; sicable job losses asio occurred in machinery, electrical equipaent, and furniture.

In the nondurable goods industries, declines were most viible in apparel, food, and textiles.

After 2 months of decline, employment in the pervice-prodscing sector rose slightly in July.

The 05,000 over-the-month increase won the result of divergent movements within the sector.

Services and retail trade were the largest contributors to the sector's employment growth. (The

gain in retail trade followed 4 consecutive monthly declines.) Federal governenot employment, on

the other hand, fell sharply, as the nsmber of temporary employees engaged in the 1980 Decennial

Census wan reduced.

Hours of Work

The average workweek for production or nonsupervisury workers on private nonagricultural

payrolls edged down to 35.0 hours in July. Tbe manufacturing workweek resained at 39.1 hours.

Manufacturlng overtime -a up 0.1 hour after 3 consecutive months of decline. (See table

f-2.)

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

nonfarm payrolls fell 0.6 percent in July to 121.8 (1967-100) as a result of the drops in

employment and hours. The indem has declined 4.2 percent since the recession began in January.

The anufactcuring inden sa- down 1.5 percent over the month, reflecting the drop in factory

employment. (See table B-5.)
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burly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls

rose 0.3 percent over the month and 7.8 percent over the year (seasonally adjusted). Average

weekly earnings were unchanged in July. bht were up 6.0 percent over the year.

Before adjustment for seasonality, average hourly earnings rose I cent in July to $6.62 and

have risen 46 cents over the year. Average weekly earnings fell 30 cents over the no.th to

C21f.60 in July, but were up 511.93 over the year. (See tablc B-3.)

The Sourly Farnings Index

The Sourly Earnings Inden--earnings adjosted for overtime In manufacturing, seamonality. and

the effects of chenges in the proportion of workers In high-wage and lowage industries--wan

251.3 (1967-100) 'in July, 0.2 percent higher than in June. The Inden was 8 9 percent above July

a year ago. In dollars of constant purchasing power, the Inde. decreased 4.2 percent during the

12-aonth period ended in June. (See table B-4.)



9
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment. Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 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, deftsations and differenees 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 .eave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

People are classified as unemployed, regardiess 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-1, 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. 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 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-perent level of confidence-the confidence limits
used by BLS in its analyses-the error for the monthly
change in total employment is on the order of plus or
minus 293,000; for total unemployment, it is 185,000;
and, for the overall unemployment rate, it is 0.19 .
percentage point. These figures do not mean that the
sample reults 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 i general iiil,
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 .23 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 arid 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 32.75
per issue or S22.00 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 A through I 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 K
through P of that publication.
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Table A Major unathployment Indicators., sasonally adjusted

HOUSEHOLD DATA

July 3617 4607 600.- 0P00 .6.46 7 171
5979 *98 51979 ..50 1980 5980 5900 1590

. ... .......... ....... 5.909 0.207 5.7 6.7 7.0 7.6:, 7.7 7.6
1_ m_- | 7 ~~~~~~~~2259 3 T7G0 .5. 6.2 5.9 6.6 6.7 76.7

_X91_.__ ............................. l 2.560 2. 02 5. 5.7 6.3 6.6 6.5 6.7

__a*|l,_ .. 59.sy.5.655.9 55.9 56.2. .5..... . 95 I a 9 16. 19.2 15e.5 9.0

_. 1 . . . ............................... :::: ;. I%. 2 032 2.6 3.0 . . .7 *.9 5.5
. . ......................... .579 . 6.5 5. 5.7 6. I 6.1 6.2

............................ 0.5 .. 7 9.3 8.3 . .9

...................... ....... ..... I 655 6 .78. . 7 5.8 8.6 7.5 7.5 7.6

.__5 ............................. 127 5.380 .73 a.3 6.9 9.3 0.6 Y.7
-014_' .................................. . _ 6.0 .8 7.5 6.6 5.3 0.5

____ . ......... ............................. I 665 1 976 3.3 .3 2.7 3 3.7 3.7
790 309 2.5 7 2.6 2.7 2.6 2.0

6 -- . . ... 2 6.............................6 3.3 0. .76 2.5 . 0.2

_z_= ~~~~~~~~~~~2.3039 32.532 6. 3 . 5. 37 55. 55.5 55.5
........................... 55 9 5. .7 5 2.0 7.6

9 . ................ 0.. 5.3 59. 9... *38 6 56.0 3 0.
59 79 .. . 833 .6 0.9 9.0 1 0.5 0.5

55.5.Itl.. 579 026 55..0 9 3.0 10. 7 55.0 56.2
_t ~~~~~~~~~~~~~970 5.590 7.5 7.5 6.0 9.5 0.5 8.0

... .. ............................... *I7 5- 6.2 *.0 5.0. 6.6 .2 0.011Rf . I. t
T - l _ _ _7_ ............................. I............. ,9 4 39S36576. . . ..2

0lli 508 607 50.2 53.0 55.5 57.5 *6.5 56.5
_._ *~~~~~~~~~~~.355 2.376 5.2 5.5 7.9 9.9 9.9 50.3

0-_7 ....... 5 ....................... 0 6.7 50.5 55.2 55.2
_- ....... : ................. . ................. 7569 03 6.2 6.7 I7. 0.6 6.0 6.8

........... . I 33_ 6,206 326 3.0 7.0 9.6 S.2 5 8 .2 5.6
__*_."1.5.569 5......................... 27 6.7 .3 7.0 7. .0 5.5

0.26fl.5,*067 5.327 6.9 6.9 5.5 5.7 5.7 5.7
. . : 566 669 3.7 7 .2 9.6 0.2 3.5 6.5

_ _ ...... .5 560 9.7 50.2 55.9 55.7 9.7 50.6.......... ... 52665* *:
U5556 69 -~~~~~~65 ma - - 5 06S~~~~~~~~m69 , . .

Table A4. Duration ofunspomet
' 6. I . ...................... ___. _______ 3_ _ 2_ _ ____________2 ___ _ _3 _ _72 _ _3 _ _3 _36

R~~~~~~30 307 11# _00 0r _ 0 _66 Jul

Im . .............. 2.567 3.083 5.93 2.569 2.395 .97 2.922 2.700
I. . . .................... 977 I5.756 5.067 5 .363 5.629 572 5.6 5.95II

"' . ............. 550 09 I55 776 953 5.05 5.67 5.657

Tdbb~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ I~~r 02 ~P~" ..

_ 76 669 952 567 676 769 779 855

O..w 1:~~~~~96 55.0 2 0. 50.6 55. 56.5 I5.7 55.
. . ..... S~5. 6.2 6.6 I. . 5..? 6.6 I.

506 16.60 500. 500 100.0 560 566. 560

__,§_ ................................. :.I' 2 9 7 9 l 58 28 295 .30 3 82 3 .

||3._ ...... ..... 2.X ... m T66 1. 6 36. 2 69.239 325. 667 05.6 62.2

56.6_ ...... 97 820.9 567 9 6. 9 2 22. 26 2266 29.0n___6.7. .............. *88 50.7 50.6 059 3 2 52.2 12

7.7 .6 7 7 9.0 . 7 8.5 9,2 10,8
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HOUSEHOLD DATA
Table A.T. Resen for unAdnpioymw

elan 96 th8.

HOUSEHOLD DATA

"I J ly 3613 .9*8. Apr. _ 69 J... .* 1I
9979 1911D 0 975 198 0 9900 9 80 998 9 9980

- -I_.c ............................ 7, 03 * ,367 3 52L 3.097 3,611 * ,301 * ,625 .,550699......... 1 728 I899 7"7 17129 29 ,26 ,9- 262 7 , 7 9975I. .......... u,.75 2.599 9,729 9,998 2,1 918 2,157 2.508 2.583M6.8............... 89 907 66i 7U8 9 26 992 990 957. . ... 773 9,900 9,72 1, 903 1 9,7 2.915 19822 9.806. ........................... I.03 S 9237 726 805 763 886 893 930

.'. -0 ..................... 0.0 0.0 0. 90.0I 9.0 900.0Jd_ .. 39.3 59.9 63.9 67.3 69.9 52.5 56.3 55.599.9 21.6 93.6 97.5 99.6 23.7 25.8 29.0.8 . ..................... 6.7. 730.3 29.5 29.8 70.2 28.8 70.6 39.5b-_ . ............................ o.6 90.8 99.2 92.2 1 2.8 92.9 90.9 90.9
_ 9. 29.0 20.9 3 20.' 127 5 200 7.9 26.6 22 2 22.7

93.0 767 9. 25 9. 0.8 90.5 99.3

. .9.......... ............... ... 2. .. 0 .9 .9 .39 ._ . .. . .....
8....E .7.. S 

.9

Tabl. A Unapymut by sax and aga. seasonally adjustd

_~~~~~~~39 July 3690 Mar. Apt. 860. 369. 39693
9 979 9880 9-79 99 90 9900 9980, 990 9980

7 ................................ 5909 7 1 5.21 12 7.0 7.0 7.7 79.
969.869.2~~~~.......90 3.72 9 C 29 32 95.0 9.7 99.9698.976 009 9.. I 17.3 7.9 90.7 219.7 90.8 20.998 . . . . .9 .967 907 99.5 99.7 99.6 9 .7 98.0 97.7

29.899 .... 30........................... *,3.6 9,899 9.9 9.7 99.9 92.7 92.6 92.3nIS., . . .3.0.9 9.552 3.9 D 6.6......3. 5.05.5
9.9.681...2.~~~~~~~~~~ ~~~~ ~~~~ ~~~~ ~~~~~517 .032 6. 67 5. 59 60 9*78 528 3.2 2.9 7.6 3.6 7.9 3.5

.3.... . 3027 6.703 5.9 5.7 67 7 7.7 7.8 7 .8
998 .. 9,696 2.079 20.2 92.0 93.0 9 5.9 15.9 95.7

*Wf9_.7'73 7 973 95.6 96 9 19 I9.7 9. 9. 1 7
96979.3.3 430 970 90 .9 95 .9 90.7 22.0 29.0 20.8969.989 .. .. . 39 535 96.0 9 2. 97 .9 99.3 .9.7

8 y._ 723 9.903 8.9 90. 9 1 2.3 13.7 13.8 13.-a___ .... . . . ............... I23 5. 5 5.6
9.25 _.397 3. 8.2 9 7 5.6 6.9asu~vL ............. : .................... I,9 1259 1 2" .; 12 

-1251.31.31
.1@73 ........ ........ . 7 356. 3. 2.7 3.I6 3.9 9

W.98,66. . .. 2.902 0.583 6.6 6.8 ~~~~ ~~~~ ~~~~ ~~~~~~~~~~7.3 7. 75 7.6

869.8v.663 
795 9. 6 9.0 90.1.2 99.6 90.8 1 9.

Is69 . . .............

7 

'I 
12 

SI9l".9.9. . ...............9. 1315 1,715 5.0 5.5 6.0 6.9 9.9 6.2

IS76 197 
2.5 .

2 
3.6 2.8 . 3. 0
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HOUSEHOLD DATA

Tabis A Eplvmtd d Ih8 of fe 8wnd NlWtpt&.on pw7ab.

Ph8_8 h V-7,

HOUSEHOLD DATA

u--' ~I - .

1979 ,9 80 1979 I8 1 .980 198 0 1-0s

oa.__h_ . .................. ...... 11,032 17A808 17.032 17,299 1,I 331 17.363 7, .03 17 .48
00.180, 830....................... *07 1,113 0.77 10,383 *0.1 *0,656 10,516 10,723

9-0 .............................................. 9.,4;7 91 309 9,215 9.072 9, O50 9,09S e,91i 9,.90
_ .. .................................. ........ 1,.23 1.008 1.262 1,311 1,.8 3 1. I63 1 S.1 1*633

U 1n .8...................................... 3. I 16.3 12.0 12.6 13.5 8 4.3 10.3 ;5.2
_......................... .................. 6,862 6,331 6.555 6.916 6.868 6 o,07 6,887 6, 725

__"_ . .. ....................................... 8,021 8,785 8,021 0.388 8.362 0S525 8 653 8 7-5
_9^567.176 5.797 8,991 5Ii.303 S.3.37 5,.82 5.,20 5i3,8

P.,a.~~~~~~~~~~~~~~~~~~68.6 65.31 62.2 68..0 6 3.9 68.2 6 2.37 63. 3
............. 733....................... 5,085 4.5P3 8, 838 * , a 19 , P8s8 4. 873 * ,91.68.fld 885~~~~~~~~~~~~~~~~~4 6i62 808 819 528 578 I 5$ 08

I_ .86186.8..........6 86.. 5 8.2 9.2 9.9 10.5 S 8. 2 80.9
_1* _ .............. , 2....................... . 2 2,998 3.030 3, 005 3, 015 3, 053 3, 229 3,207

8,e _- I86816 87 - -Q____ u -au- 1 18868 innw sl _ s_ _ud 88|78~~ w_ _ _v yw68 k..J~e

T"bin A-lt nooyma x6m of mmb VWsoofaa w.d n_ womxo by ap. not _WMo V 8J310d

2808 .680 J.ll, July j.680 I8 j80 Jul 387 1 Jl

-~~~~~~~~7 I JIwo§ 198 79v 1980 1979 190 977 41803 1979, gor

rX__ ..L .. ................... 8,581 8,613 a8163 8.233 7,849 7,652 361 581 3.8 7.1
r0.20 . . ....................... 588 328 589 388 5, '263 59 55 6.6 7.3

21'30- ...... . ............... 7.110 7,280 8,923 7,52 6.603 S,55I 288 580 3.5 3.8U~~38~~~ . ~ . 6.985 6.38~~~~~2 8.869 1.68 873 8.09 98 200 5.8 8 2.0
go~~~~u-. 3,63 3.55 3585 .885 3.399 3.238 886 203 3.8' 5.9.......... 1,502 2.003 18.59 I.958 S.09 1 77. 38 94 2.5 8.8

.......... 35853 2 ,005 73 863 3716 838 is 25 2.8 2.9

TSU ................... .13,9 526 392 1,794 13,.06 18,380 518 954 3.3 8.8
.6.83 7,818 6.360 6,753 S,098 6 196 262 557 8.8 8.2

ra"_ ...... 8 *,888 8.. *,683 8.088 8.886 3 855 I6167 885 259 3.6 5. 9
............... 3.3 3, 812 3.588 3.635 3, 53 3 .87 888 138 3.1 3.8

* 
9

81-u87.u.1_ rl 6S6 fl1 __ ~ __ _ X -6 ______ d_686 __ PS. 10 _

i
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HOUSEHOLD DATA HOUSEHOLD DATA
TV A-l. Epby,-daw-ft199 o - . . f. t. Stn bub Ste.

I I - -- -" - 1 ,-,.7, 1 1u 1 i- y ja I tao8. I I. 7 1 - . 1 Lot I ., I s .S T aI

...28..i' 96. 170 17.091 17.127 16.780 17.007 17. 038 17.062 17.091 17. 27
6.*o699tF..., 11.127 11.167 11,357 I0.988 1,.103 11.179 I1.125 11.160 1.,217

O9'fii7w 110.833 10.369 10.555 10, 339 '0G.41 10.39 10. 332 10.3I8 10.963
9.696* 699 803 803 699 662 790 793 S12 759

.. ....... .. .... . 6. 2 7. 2 7.1 5.9 6. 0 71. 7.1 7.3 6.7

C w w 6. 763 6 955 6.976 6.763 6.690 I 920 7937 *,955 6.976
G4 9 . . . .85wo 3.916 3.9I5 .015 3. 53 3 8 3' 3 915 3 9 '5 3.990 36 .3

1 - 3.658 3J.f2 3 711 3.598 3.683 3.701 3.191 3 687 3. 652
154a w .V2 259 , 263 30 6 255 201 21 33 2573 296

68 6.9 7.6 6.6 5.2 5.9 5. 9 6.94 7. 5

C. 256 S.314 8.325 8.256 8 300 8. 305 * .310 9.316 8.325
o5.62 5.893 5 566 5.362 5.*31 5.61 5 5.500 S.01 5. 77
E_ 1 5.195 49.I 9 5.017 5.098 5 .05 5.057 5.066 9.936 .,98.

...... .... ...... 277 505 549 269 373 08 493 9 I65 536
5.1 9.2 9.9 4.9 6.9 7. 7.9 .6 9.0

G.....6~72 ..9.W 9.370 , .11 8.96 49370 9.900 9.9I3 9.07 9.9991 0.16
o... .... 2.943 2,994 2.928 2. 877 2. *53 2. 858 2.899 2,032 2 .86

662662 2. 797 2. 702 2. 7- 9 2. 732 2.7 16 2.707 2.791 2,690 2. 90
146 191 178 145 139 151 1O5 192 179

II.. D.............. ... ..... S1. 5.0 9.9 5.3 6.9 6. 0 6. 1

. . . . . ......... | 6.719 6.796 6,809 6.719 6.775 6.78I 6.7a7 6.799 6.909
Oulw.541 8.ollfo399 3 913 9.373 47 386 3 .,2.. 1262 *.336 *.351 9.320

0.9.06 9.053 3.793 3.757 9,025 3.819 3.791 3.719 3.742 3,731
338 620 617 321 839 521 825 615 509
7.7 18.0 19. 1 7.8 10.2 12.2 1494 19.1 13.6

5.507 5.559 S.566 5.507 5.595 5.,59 5.55 5,559 5,56,
3W.60 36495 3.676 3.595 3.580 3.566 3.597 3.619 3.615

a1. . .. 3,317 3.351 3.376 3.298 3.339 3.332 3 296 3.327 3.351
66.6 ;_66.3 286 29 I 29 257 249 239 301 287 268

7.59 8.1I 9..I 7.2 6.9 I. . 7.9 7.3

O 0... 13.277 13.310 13.319 13. 277 13.303 13,304 13.38 13.310 13,319
8._ o l wo l, 201 8 003 8.23 a9.019 7 936 7.907 7.987 7.925 0.065

0.26662 - 7.596 7.535 7.570 7.430 7.391 7.2.1 7.351 7.39 7 .19
L66666.46 .... ~~~~ ~~~610 545 669 599 595 5'46 836 599 -66

............ 7.I 7.1 .1I 7.3 6.9 7.2 9.0 7.3 8.0

7,914 7. 976 7.85 7.199 7,960 7.969 7.970 7.976 7.985
O.,6. 9966AO 5.088 5. 15 5.280 9.991 9991 5.038 5a0n 8 5910S 5 137

N 748 ..65. 8.709 6.669 9.695 9.889 9.602 6.629 4.627
tJ6.65i0..3 5 ... 336 583 536 37 29 34 78 894 510

.. .......... ....... .6 9 7 1092 86. 5.9 7.9 9.9 9.7 9.9

.C. ......... _ "9.899 .S"9. 8.957 S.8 9 8*93, 8.93S w 9e 2 8.948 9.957
0.8.546. .. ...... 5.387 5.396 5.417 5.317 5,365 5S381 S 379 5.329 5.366

. . . . . 5.097 4.963 4.915 .9 .69 48.998 8.967 4.933 48.195 8 .34
3 0 433 502 399 367 919 646 409 50

L0,.b904.._6,6. 6.3 8.0 9.3 6.5 4.9 7.7 *-3 7.7 9.5

9.523 9.748 9.751 9.523 9.873 9.690 9.70 9.728 9,751
6.359 ::I29 I.:06 6.268 9.327 6,333 * 32 6.336 6 421
E6.,053 6. 049 6 1 65 5.9955 5.957 5. 9~9 5.99 5.9S6 . S 090

0 w 301 311" 361 273 370 339 383 350 .31
.... .......... .7 0 L 5.8 6.6 5. 9 5. 5. 5 2

_ - - - - - - - 4 - - - -
' 8 4 ._ . _ __ . _8_ .
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ESTABLISHMENT DATA ESTABLISHMENT DATA

Tab. 8-1. Employs on- oogricuwltral payrolls by Ind.utry

I. -,, ia

198010999 I60- . I * I- J408 ,

1 j~~~~~~ 098 190 119 08

TOTAL 90,018 90,549 9I.975 69.6Y2 9.0594 90,044 90,950 60,469 05,973 89,735

00VRO .. ..UC08. . . 6.946 25,43 233,036 25,34 206,552 26,176 26,121 25.905 20,396 25.075

MINING .979 1,024 0,046 0,030 960 1,009 1,02 10,023 1,026 0,013

ODNSTRUCT117O . .,803 4,0-0 4,603 0.630 4.091 *.529 4.460 4,436 6,371 0,300

MANUFACTUING,20.05° 2,59 020. 9 I9 09,66I3 020,20 200935 0061240 20.026 0 9,9 9 09,000
8dtllA - . 05.006 00,000 00,09018 2°93° 03,6092 09,0 l 10 0.03 104,5350 10,006 03,9i1 03.720

095.4 634.0 669.0 665. 766 037 609 604 649 650
, - - - ------------- -- -- .86. 5 466 1 4 * 589Io.8 4320.0 4799 4400 45991 9 *2 443 5
o... . 206.0 668 .0 666 .0 659 7. 709 000 600 3 6 1 49 7 644I

f Kvoni , .... ....0,000.6 0,0000 0 ,0980 0 ,050.0 2,000 0,076 0,067 0,007 0,099 0,000

433.02 9793 400.26 6 42 . 6 2I ,°9 9 I ,445 4,3 0 30 0

U l 6~~~~~~~~,50 92,00 ,03576° 0,67 940 8,0980 0,3 8,000 805 8,066 0,o 5so9 702

F 0I,049.5 0,43.5 0,607.3 0,60,9 0,0722 0,04 0,690 0,690 1,677 0,6564 _ 65. 62 7 60.0 44.o 62 5 70 60 69 00 00 69

9848498904084 90. ,7900. o 950.14 000.22 9 008766 9i80, 3004 06299 040 805,62
000.0 692.4 694.6 676.8 009 700 700 680 694 600,040.8 0,260.8 I,271,4 0,06. 6 0,043 0,074 0,000 0,868 0,269 4,066a_.7 W 0,000.9 10,19 5 ,01421 01,I00 6 ,020 1 ,103 1 013 101,0 1 111 1,099
004.0 00. 4 5 6 60.7 7009 740 703 680 600

L___tw 22~~~~~088 0 43.0 043.5 007.5 039 044 043 039 030 038

.RVICEPOCNO - 63,000 65,004 65,039 64,358 63,800 44,668 64,830 64,003 64,507 68,640

-R nORTA3908l 009 02 7 ilLI
90914.11001 3,080 5,060 3,005 5,050 5,056 5,200 5,008 5,060 5,034 5,010

UHte8^J 0 ..OR. 7AIL TlA6O 0 0,05 0 70,490 00,340 20,496 00,254 20,600 20,530 00,480 00.437 00,496

TLei- LEnwe 5,045 3,063 5,05 5,005 3. 00 5,300 3,086 5,040 3,240 5,044
08TA8LlL90e 45,000 05,034 05,050 45,000 05,040 05,309 03,045 05,009 05,096 05,052

. Fre .II . . ....E ..I..ALE TAT 5,748 ,030 3,20210 ,220 4,999 5,005 3,009 5,037 330 5,158

7iERVICES 00,304 47,740 07,805 00,909 07,404 00,327 10,601 01,659 01 630 00,046

61cvomoos. 05.359 06,538 I76,389 15,5601 1,959 16,060 16,304 06,073 06,005 06,06

000. 0,0 .38 2,963 2,894 2 0908 0,84 0,986 3,003 0,960 0,930 0,960R UI7U7CoL 00,500 03,593 03,594 00,665 03,075 03,005 00,069 03,303 03,005 03,309
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ESTABLISHMENT DATA . ESTABLISHMENT DATA

Table B-2. A-.sp _mW h-un of prod.sh r i _ wsvkes. on pirt.
nonagricottoral ptrefi by indMury

.1 -I'
_ J,,l, 1 3010t jo 197 los. !^90 I jso 13660,~a

TOTALPRAT... 36.0 35.0 35.- 35.3 35.6 | 33.6 33.3 35.1 35.1 35.0

MINING . . . .. 7 62..7 63.3 1.6 (1) (7) ( (77 (7 ()

CONSOTRLDT1N 37.6 36.9 37.9 37.6 36.9 36.6 36.7 3-. 37.1 36.7

AUWFACAURN.. . . 3.9 39.3 39.6 38.9 66.6 39.7 39. . 39.3 39.7 39.1
. ~ . ............................. 3.2 2.3 2.5 2.1 3.3 3. 3.7 Z., 2., 6.5

o ..asS. I.6 3 9.7 39.9 9.2 67.7 0D.3 63. 37*7 39.5 39.5
r _ _ . ............................. 3.- 2.3 2.6 6.3 3.5 3.7 3.7 2.5 2.6 2.0

. ... ............. 39.6 37. 36.6 37.0 3-. 3 3 8.7 37.3 37.3 37.0 3,.9
...... . ..... ...... 3..6 . 3 7.3 37.3 37.2 o., 30:.5 30.5 37.0 37.2 -37.0

8.* 67._ 66.3 66.6 66.7 67.6 66.0 60.067.666o.30 rf.6 067.5
66.3 311 9.3 3.2 37.3 61.3 610.7 66. 39.2 6 Ir 3,.3
67.3 39.3 67.2 35.6 6,7.7 6.7 0.B 35.9 33.0 1 9.7

6386l 66:6 .60c.0 60.6 66.6 66.9 66.3 66.5 * I.r 60.7 60.6
39.66................. . 3 3. 3 9. 37.5 60.1 66.7 39.6 -39.5 3.2 39.67

'A . ..... I II2 II3.2 . . .6 30. 33. 7 36.5 30.5 37.7
_ _ ........................ 3.6 2.5 2.3 2.6 3.0 3.0 3.6 6.6 2.5 2.6

66.6 35.7 3.5 39.0 33.7 3 3 9 .3 3.6 39.9 39.5 3.
T__ ~~~~~~~~3................ 6 13 7.7 38. 55.5 36.6 37.7 39.2 378. 37.5 37.3

T _78 39......................... ' .9 39. 39.S 3.9 60.8 3 60.7 6.3 39.7 .3 .n 33.0
,.w ................... 35.5 35.3 33.0 3.2 35.3 35. 33. 35B.3 35.2 35.0

HOWH A .47......... 3 366 2. 66.6 6. 6 2 2. 1,6I2.6 62.S *1 . 7 3 .61.7
750968507756s 3...................... 7.0 36.9 36.6 36 .7 37. 397.6 37.7 37.6 3.1 . 7 .9
r0dj_.N.6..* e0.7 6.3 6.6. .. 67 06.7 66zj o .7 66.3 66.3 6.f 66.0 n

:*.6 62.3 2.363.7 03.6 39.7 66.6 66.5 62.3 03.3

66. 3 9.5I 39.3 36. 6. 39. 6.6 30.I 3 35I79.

L_ __ ............................ .36.9 37.6 37.3I 36 36. i 36.5 37. 3 36.2 36. 6 5 6.

TRA2WOPTATISOUAND fLf6.

ULIrUI~SS 69.0. ............. .35.3 39.6 39z.7 4s~ (t) (r7 (') (87() r

WLEA6.EAMONTA66.TRADND. 33.............. Z.3 36.9 32.6 32.6 32.0 56.3 32.6 32.6 32.6. 36.2

.63AL7TlNAD ............................... 3 79.0 36.5 38.0 37,.5 7 . 37:.9 .372 3I.6 37.6 3.3
R .TAIUD .3.6. 29.9 30.6 567......... I 5 I 0.6 30.3 3 30. 30. 2I.

TRNANSPORTAIO>RNa MUM

A ETAT6 3. 3..........................6 . 36.6 (8) (') () () (') (6)

WHOLES 3.3D32.3 36. 3... .............6....... 32. .... 2. 32.7 32.7 36.6 372. 3 2.6 32.

_.I= ;.. A_ T=aft=::76- 8 to tU7t 7 7 5 06 N tu 8
887677057707765*7877l678l867 78 760777.678,dp8676 .a6 I 70, .4sI 870 77.628,670067.68266 ,7*5788728075.

286785708880907876.7760.787887 5. .8. 59.. 06578790.778286857
V-P 70686680 96 875766778786 805777 07 77* 858 7067777 67 P.578770678
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ESTABLISHMENT DATA ESTABLISHMENT DATA

ToMW B-3. A.r. IF, *rd vWv min- n. OT Of P..krio oitn o . 0
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Senator BENTSEN. Commissioner, this week we saw the leading indi-
cators show a 21/2-percent increase. Now we are looking at July
unemployment figures. Do they give us some indication that this
recession is subsiding ?

Are there signs that the economy is going to weaken over the next
few months, or does it look like we are bottoming out?

Ms. NORWOOD. I think that the layoff figures which refer to the
month of June were extremely important. Incidentally, they repre-
sented more than a third-1 percent of that 21/ 2-percent-increase
in the leading indicators was due to the layoff rate. That is a very
important development. Nevertheless, we do have in the payroll sur-
vey indications for the month of July of employment reductions still
in some industries, especially the primary metals and metal fabrica-
tion industry. However, there were increases in employment in the
retail trade sector and services. And I think that is extremely
important.

The declines we were getting in the last few months in the service-
producing sector were really quite worrying. If this trend continues, I
think that would be very encouraging. But it is only a single month.

Senator BENTSEN. Let's see if we can get this down to the individual.
Is it easier for the average person to find a job than it was a month or
2 months ago?

Ms. NORWOOD. Certainly service industries have shown that there is
some growth, very small growth. In the month of July, just about all
of the individual manufacturing industries had declines in employ-
ment. And therefore I think we have not had yet in July any signs
that it was much easier to find a job.

Senator BENTSEN. Well, I am trying to date these figures. We now
have some figures showing an increase in housing starts. Modest
increase in automobile sales. Do these unemployment figures still show
the slump in the auto and construction industries?

Ms. NORWOOD. Yes; they certainly do. There are still several hundred
thousand workers who are not employed in the automobile industry.
What the figures show is that there has been no further deterioration.

Senator BENTSEN. One of the interesting things is the large number
of women entering the work force. Are they likely to be the wives or
the relatives of people who have been laid off, or how do you explain
the substantial increase of women coming into the work force?

Ms. NORWOOD. I think it's entirely consistent with what one would
expect during a recession. You and I have discussed many times the
changing view of women in the labor force. We have had a lot of
women coming into the labor force. During a period of declining real
income, during a period of difficulty for all people in the labor market,
it would be expected, I think, that other members of the family who
had been outside the labor force would enter it. And I think that is
what we are seeing here.

Senator BENTSEN. Now the June figures showed some steep declines
in employment, with job losses spreading from the more cyclical man-
ufacturing industries into the retail and service sectors. What has hap-
pended to change that pattern? Do you think the removal of credit
controls could have been a factor?
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Ms. NORWOOD. It could well have been. There certainly seems to be
evidence that people are continuing to buy, and I think that the figures
are beginning to show less of the kind of steep declines that we had had.
Housing starts seems to be turning around. So there is some evidence,
I think, that the people are beginning to look at their expenditures
somewhat differently. And if the increase in the service industries,
although quite small, continues, that will be a very encouraging sign
I think.

Senator BENTSEN. Going into the last recession in 1974, one of the
problems was that inventories were too high. But I also recall that
going into that recession, that wasn't thought to be the case. Then all
of a sudden, inventories were much too high. This time we have heard
that manufacturers and retailers learned their lesson and were keeping
inventories relatively modest. Has that been the case? Has that proven
to be the fact? And, if it is, and if consumer spending has started up,
would you expect to see employment react faster than it did before?

Ms. NORWOOD. Certainly the inventory data are extremely difficult
to measure and to interpret. It does appear that inventories in this
recession were in a better position at the beginning of the recession
than they were in the last recession. Over the last few months there
has been some concern about the increase in the inventory/sales ratio.
And that has gone up. There seemed to be some evidence a month or
2 ago that employers were beginning to adjust their inventories. There
may still be some of that adjustment ahead of us.

Senator BENTSEN. Congressman Brown.
Representative BROWN. Thank you, Mr. Chairman.
Ms. Norwood, I am also pleased to see you. I, too, regret the passing

of your assistant, Mr. Stein. I guess I would ask the questions that I
have in a somewhat different way.

Every once in a while in a stock market analysis, you see the sug-
gestion that a plateau builds up for some kind of a sharp change. Do
you see the current 3-month plateau as a base for a sharp change in
unemployment, either higher unemployment or lower unemployment ?
What's the significance of these pauses? We have had some analysis
concerning the problems of many of the major corporate enterprises
this year. The prevailing thought is business will simply level off in
their decisionmaking process, neither cutting back severely nor in-
creasing their anticipation of employment or investment, until we get
a resolution of the political situation of the country in November.

I don't want to drag you into a political discussion at all. However,
I'd like you to comment on what the plateau might mean in any of
these regards?

Ms. NORWOOD. As you know, the unemployment rate is really neither
a leading nor a lagging indicator. It seems to lead at the beginning,
and then to lag-lead at the peak and lag somewhat at the trough. We
have had situations where there have been plateaus before. The big
issue really is what is happening to the labor force, since the unem-
ployment rate is really very much affected by that. We have had a
great deal of variability in the labor force. There seems to be evidence
in July that the employment declines, even in many of the manu-
facturing industries, are beginning to level off. There was some slight
increase, as I said, in services.
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If these employment developments were to continue, then what
happened to the labor force would determine where we were going
with the unemployment rate itself, because you could have employ-
ment increases, and still have changes occurring in the unemployment
rate, depending on what happened with the labor force.

Representative BROWN. 1 got into this subject rather inadvertently;
the Secretary brought it up in our discussion about something else,
and when I look at the statistics-I believe they are for white teen-
agers in your data on table A-2 of your press release. Your statistics
indicate that from July 1979 to July 1980 there has been a rather sharp
drop in the civilian labor force from 101/4 million to 81/4 million and
the participation rate of teenagers has gone down from 74 percent to
about 60 percent.

When the employment population ratio drops from 63 percent to
491/2 percent, what causes that rather startling change? Is that a de-
cline in the number of teenagers in the work force or a decline of the
teenagers in the population mix? What does it mean?

Ms. NORWOOD. I am afraid I am a little confused as to the numbers
you are referring to.

Representative BROWN. It is in table A-2 of the press release-both
sexes 16 to 19 years of age-you will note the table says the civilian
labor force for that age group has dropped from 101/4 million to 81/4
million in the last year.

Ms. NORWOOD. I think the figure you are looking at is for white teen-
agers and there may be some confusion about comparing seasonally
adjusted data and nonseasonally adjustable data.

Representative BROWN. Yes. Correct.
Ms. NORWOOD. The figures for teenagers, for all teenagers, of both

sexes and all races show very little change. The civilian labor force
for both sexes, not seasonally adjusted, was 11.7 million in July 1979
and 11.6 million in July 1980.

Representative BROWN. I must be looking at the impact of the sea-
sonal adjustment on that work force. Are these figures modified by sea-
sonal adjustment?

Ms. NORWOOD. Yes, certainly.
On the month-to-month figures. The year-to-year figures would not

be, however. There has been a change for all teenagers. There has been
a drop of a little more than 100,000 over the year from July to July for
all teenagers. There has been a larger drop in the employment of teen-
agers, some 400,000 over the year.

This month there were some slight increases, that is, in the month
of July. But there have been and there certainly still are high rates of
unemployment for teenagers. There is no question about that.

Representative BROWN. My time is up, but I would like to ask one
more question if I might on this subject.

Senator BENTSEN. Sure.
Representative BROWN. Secretary Miller rationalized the history

of increasing peaks in unemployment as the demographic impact of
teenagers over the last few vears, because teenagers are not generally
as fully employed as other elements of society. I can understand that
historically, but I think we are coming out of that phase now. Is that
correct? We are entering a phase where we have less teenagers in the
labor mix than we had previously. Isn't that right?
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Ms. NORWOOD. We are coming into the phase where the population
of teenagers is declining and, coupled with the current economic situ-
ation, the youth labor force is slowly shrinking. Until the summer of
1978, however, teenagers had been an important part of the overall
growth of the labor force. I think the bigger issue, however, is the
very large number of women who have entered the labor force. So
you have both women and teenagers. And they represent two groups
which generally have had less experience in the labor market, and,
therefore, have more difficulty in finding jobs.

Representative BROWN. My final question, and I would ask you to
give some thought to it, is whether or not the full employment factor
that we used to assume was 4 percent, was increased to 5 or 6 percent,
or even 7 percent? I don't know where you would put it. However,
I'd like to know the role of the increased participation of women and
teenagers in the work force on any modification of the full employ-
ment ratio?

Ms. NORWOOD. I think that question is an extremely good one, and
one that has received a great deal of thought.

There is a large literature on it. BLS itself has done a lot of work
in that area.

The difficulty really is that we must look not just at the change in
composition. but also at the effect of the interaction of that change
among the various groups. That is, if you have a large number of
young people in the labor force, it is not just the unemployment rate
of the young people themselves, but also the effect of that supply of
labor upon the adult labor force and upon employers' actions in that
situation that is important.

My recollection is that the Council of Economic Advisers has in
its report suggested that there needs to be a somewhat higher rate for
full employment. My own personal view is that these are all things
which ought to be taken into account, and that people who are respon-
sible for policymaking need to understand them, but we also need to
recognize that we are facing the current composition of the labor force,
and it is these people who are now unemployed who need to find jobs.

Senator BENTSEN. Congressman Wylie.
Representative WYLIE. Thank you very much, Mr. Chairman.
Ms. Norwood, do the estimates of the Office of Management and

Budget that the unemployment figure will hit about 8.5 percent next
year and level off seem to be optimistic or pessimistic, or is that about
right?

Ms. NORWOOD. Well, I think that forecasting is an extremely difficult
thing to do. Those estimates certainly were based upon the data that
were then available to them. It is very hard to tell. As I am sure you
are aware, some of the private forecasters are suggesting even higher
unemployment rates. What really will tell that, I think, is what hap-
pens in the next 2 or 3 months.

Representative WYLE. Do you have any particular event in mind?
Ms. NORWOOD. No, sir, I do not. I was not suggesting the election. I

was thinking really of the economy.
Representative WYLmE. OK. I wasn't suggesting it, either. I thought

Representative Brown's question with reference to the mix was inter-
esting. I find another factor interesting. That was the fact that you
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referred to the change from manufacturing industries to retail in-
dustries, service sectors, as being heavy in employment, which meant
the unemployment rate remained about the same. Do you think that
the fact that the automobile industry seems to be going through a
transition period will have a good effect or a bad effect on this? Is
most of the unemployment rate now attributable directly to the auto-
mobile industry, or indirectly through the ripple effect of the auto-
mobile industry? Isn't that a significant factor in this unemployment
rate right now?

Ms. NORWOOD. Certainly declines in employment in the automobile
industry have been extremely important. They began, by the way, long
before the recession began in January. Some of that has spread into
other industries like rubber, the tire industry, glass, and so on. But
there has been more than that. There has been a very steep decline in
construction and in construction-related industries, like lumber and
wood. I think that one of the interesting aspects of the question you
raise is the fact that roughly only about a quarter of the employment
in this country is in the goods-producing sector, including manufactur-
ing, and so forth. The rest, a very large proportion, is in services-
producing industries.

Representative WYLIE. I think I am almost gratified by the numbers
you have reported here today. The recession does not seem to have
worsened since your last report. I think that is a fair statement, isn't
it?9

Ms. NORWOOD. Absolutely.
Representative WYLIE. I hope the economy is going through a

transition from recession in the early 1980's to recovery in the fall
with housing starts looking better right now and autos being much
stronger, or anticipated to be much stronger; is that right?

Ms. NORWOOD. Yes, sir, certainly. Of course, as the automobile com-
panies retool to produce smaller cars, they will be rehiring some of the
workers who have lost their jobs, who are on layoff.

Representative WYLIE. So my optimism is consistent with what you
are saying today?

Ms. NORwOOD. This month's figures certainly look a lot better than
they have for several months. No question about that.

Representative WYLIE. Thank you.
Senator BENTSEN. Thank you very much. We appreciate your com-

ing. The committee stands adjourned.
[Whereupon, at 11:46 a.m., the committee adjourned, subject to the

call of the Chair.]
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The committee met, pursuant to notice, at 10:07 a.m., in room 6226,

Dirksen Senate Office Building, Hon. Lloyd Bentsen (chairman of
the committee) presiding.

Present: Senators Bentsen and Proxmire; and Representative Reuss.
Also present: John M. Albertine, executive director; Mary E. Eccles

and Mayanne Karmin, professional staff members; Betty Maddox,
administrative assistant; and Mark R. Policinski, minority profes-
sional staff member.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. Commissioner, we are very pleased to have you
this morning. I note that we see some modest improvement in the
unemployment rate, which went down from 7.8 in July to 7.6 per-
cent in August. And on the Producer Price Index, despite the hor-
rendous increase in the price of food, the overall increase in August
was more modest than in July. And that is somewhat encouraging.

But of course I want to know: Is that really the last rose of summer?
Or are we talking about the first robin of spring? Are we talking about
a real change in the course of the recession? Is this signal strong
enough to tell us the recession is ending? Or are we still looking at
some muddled figures, with a lot left to be explained?

Please proceed. We are delighted to have you here.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREOGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

Ms. NORWOOD. Thank you, sir.
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 Employment Situation and
Producer Price Index press releases issued this morning by the Bureau
of Labor Statistics at 9:00 a.m.

(29)
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Today's figures confirm the improvement in labor market indicators
which I reported to you on August 1. The labor market deterioration
which occurred early this year has, at least temporarily, abated. While
total employment was unchanged over the month, payroll employ-
ment rose by 200,000. Moreover, employment rose in nearly three-fifths
of the 172 industries that comprise the BLS diffusion index of private
nonagricultural employment.

Also encouraging was a sharp rise in the manufacturing workweek
and factory overtime hours. Joblessness decreased by almost 200,000
and the unemployment rate for August edged down two-tenths of a
point to 7.6 percent.

Total employment-as measured by the household survey-was un-
changed over the month. Employment in August was at the same level
as in May: 800,000 below the number employed in January when the
recession began. On the other hand, payroll employment-as measured
by the business survey-which had declined steadily since February,
rose by 200,000 in August. Almost half of the August increase oc-
curred in manufacturing, which had been declining steadily in recent
months. Increases also occurred throughout most of the service-pro-
ducing sector, especially in retail trade and services. Most of the im-
provement in factory jobs was in the nondurable goods industries. but
there were also signs of strength in the hard-hit durables sector, par-
ticularly in wood products and fabricated metals.

The figures on average hours are probably the most encouraging of
the August data. The overall private nonfarm workweek rose by two-
tenths of an hour in August, the first gain following a steady decline
since the beginning of the year. The manufacturing workweek-which
as you know is recognized as a major leading indicator of business-
cycle development-rebounded sharply in August, rising a full half
hour. Factory overtime also rose substantially over the month. Espe-
cially important was the large increase in average hours in the durable
goods sector. Increases occurred in all but one of the individual durable
manufacturing industries.

As I mentioned earlier, the unemployment rate declined two-tenths
of a percentage point in August to 7.6 percent. The overall rate has
shown basic stability since May, remaining within the 7.6- to 7.8-per-
cent range. It was 6.2 percent in January. Although the rates for most
worker groups were about the same as in July, there was a sharp de-
cline in the jobless rate for workers in manufacturing industries who,
together with workers in the construction industry, have been the most
seriously affected by the current downturn.

The jobless rate for automobile workers, which reached 29 percent
in May, dropped from about 25 percent in July to about 21 percent
in August. The rate for construction workers, however, rose substan-
tially in August.



31

PCES

The Producer Price Index for August, which was also released this
morning, increased sharply for the second month in a row. The 1.5-
percent rise for August followed a 1.7-percent rise in July and brought
the inflation rate at the producer level back to the very high rates of
increase recorded in early 1980.

The source of the increase in prices during the last 2 months, how-
ever, was very different from the source in early 1980. Early in 1980,
food prices were declining and prices for energy and other nonfood
items were rising sharply. During the last 2 months, food prices rose
sharply, up 62 percent at an annual rate over the 2-month period. The
extreme heat experienced in some parts of the country this summer has
clearly added additional upward price pressures in the food sector.

Price increases during July and August of 1.1 and 0.7 percent for
nonfood finished goods were substantially less than those we observed
during the early months of 1980. The steep rise in finished energy
prices ended last spring. Prices of other nonfood consumer goods
moved up a sharp 1.5 percent in July, but the August increase was back
to 0.7 percent. Capital equipment prices, however, continued to reflect
substantial upward price pressures in August, particularly in the area
of motor trucks.

At the intermediate and crude stages of production, the upward
surge in food prices has also dominated the picture over the last 2
months. Price increases for nonfood semifinished materials have been
relatively moderate for several months. At the crude stage of produc-
tion, however, prices moved up sharply for nonfood crude materials
during July and August following a 4-month decline.

In summary, some aspects of the August figures present grounds for
cautious optimism. Although the sharp rise in prices for producer con-
sumer foods suggest that retail food prices will be higher in the months
ahead, the dampened price increases for finished and intermediate pro-
ducer nonfood items is encouraging. In fact, at every stage of proc-
essing-crude, intermediate, and finished-the August nonfood price
increase was lower than in July, and considerably below the levels pre-
vailing at the start of the year.

On the labor front, payroll employment rose in August, and the
number of unemployed workers declined by 200,000. At 7.6 percent,
the unemployment rate, while still very high, showed slight improve-
ment. And the increase in average weekly hours, as well as in factory
overtime hours, indicates more labor market strength than in previous
months.

Mr. Bregger, on my right, who is our employment expert, Mr.
Layng, on my left, who is our expert on prices, and I would be glad to
try to answer any questions you may have.

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

X-11 ARIMA method X-ii
methodUnad- 12-mo (former RangeMonth and justed Concur- estrapo- official (cols.

year rate Official rent Stable Total Residual Nation method) 2-8)

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

1979

August ------ 5.9 5.9 5.9 6.0 5.9 5.9 5.9 5.9 0.1September ---- 5.6 5.8 5.8 5.8 5.8 5.8 5.8 5.8 -----October ------ 5. 6 5.9 5.9 6.0 5.9 6.0 5.9 5.9 .November ----- 5.6 5.8 5.8 5.9 5.8 5.8 5.8 5.8 .December ---- 5.6 5.9 5.9 6.0 5.8 5.9 5.9 5.9 2

1980

January ------ 6.8 6.2 6.1 6.2 6.2 6.2 6.2 6.2 I1February- 6.8 6.0 6.1 6.0 6.1 5.9 6.0 6.0 .2March------- 6.6 6.2 6.2 6.2 6.2 6.2 6.2 6.2 -----April ------- 6.6 7.0 6.8 6.9 7.0 7.0 7.0 7. 0 .2May- 7.0 7.8 7.6 7.8 7.8 7.7 7.8 7.8 .2June-------- 7.8 7. 7 7.6 7.4 7.5 7.5 7.7 7.6 .3July-------- 7.9 7.8 7.8 7.8 7. 7 7.8 7.9 7.9 ..August- 7.5 7.6 7.6 7.7 7.6 7.5 7.7 7.7 .2

EXPLANATION OF COLUMN HEADS

(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Official rate (X-11 ARIMA method).-The published oeaoonully adjusted rate. Each of the 3 major labor force com-ponents-agricultural employment, nonagricultural employment and unemployment-for 4 age-nun groups-mnleo andfemales, ages 16 to 19 an 20 yr and over-are seasonally adjusted independently using data from January 1967 forward.The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA(auto-regressive, integrated, moving average) models chosen specifically for each series. Each extended series is thenseasonally adjusted with the X-11 portion of the X-11 ARlIMA program. The 4 teenage unemployment and nonagricultural

employment components are adjusted with the additive adjustment model, while the other components are adjusted withthe multiplicative model. A prior adjustment for trend in applied to the extended series for adult male unemployment before
seasonal adjustment The unemployment rate is computed by summing the 4 seasonally adjusted unemployment com-ponents and calculating that total as a percent of the civilian labor force total derived by summing all 12 seasonally adjustedcomponents. All the seasonally adjusted series are revised at the end of each year. Estrupolated factors for January-Janeare 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 sf6-mo factors are plshed in the in tJ r ul erespectively, of "Employment and Earnings." urn a re pubed i se y s(3) Concurrent (X-11 ARI MA method).-The procedure for computation of the official rate using the 12 components isfollowed escept that extrapolated factors are sot used at all. Each component is seasonally adjusted with the X-11 ARIMAprogram each month as the most recent data become available. Rates for each month of the current year are shown asfirst 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 January1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the officialprocedure, 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 theofficial proedare and then run throogh the X-11 part of the program using the stable option. This option assumes thatseasonal patterns are basically constant from year-to-year and computes final seasonal factors an unweighted averages ofall the seasonal-irregular components for each month across the entire span of the period adjusted. As in the official pro-cedure, factors are extrapolated is 6-mo intervals and the series are revised at the end of each year. The procedure forcomputation of the rate from the seasonally adjusted components is also identical to the official procedure.(5) Total (X-11 ARIMA method).-This is one alternative aggregation procedure, in which total unemployment and laborforce levels are extended with ARIMA models and directly adjusted with multiplicative adjustment models in the X-11part of the program. The rate is computed by taking oeasonally adjusted total unemployment us a percent of seasonallyadjusted total civilian labor force. Factors are estrapolated in 6-mo. intervals and the series revised at the end of each year.(6) Residual (X-11 ARI MA method).-This in another alternative aggregation method, in which total employment andcivilian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustmentmodels. The seasonally adjusted unemployment level is derived hy subtracting seasonally adjusted employment fromseasonally adjusted labor force. The rate is then computed by taking the derived unemployment leve as a percent of thelabor force level. Factors are extrapolated in 6-mo intervalis and the series revised at the end of each year.(7) 12-mo entrapolatio n(X-11 ARIMA method).-This approach is the same as the official procedure except that thefactors are extrapolated in 12-mo intervals. The factors for Junuary-December of the current year are computed at thebeginning of the year based on data through the preceding year. The values of January through June of the current year arethe name an the official values since they reflect the same factors.
(8) X-11 method (former official method).-The procedure fur computation of the official rate is used except that theseries are not extended with ARlIMA models and the factors are projected in 12-mo intervals. The standard X-11 programis uned to perform the seasonaleadjustment
Methods of adjustment.-The X_1 AR IMA method wan developed at Statistics Canada hy the Seasonal Adjustmentand Times Series staff under the direction of Estela Bee Dagom. Thee method is desctihed in the X-11 ARIMA SeasonalAdjustment Method, by Estela Bee Dagum, Statistics Canada Catalog No. 12-564E, February 1980.The standard X-11 method is described in X-11 Variant of the Census Method If Seasonal Adjustment Program, byJulius Shinkin, Alan Young and John Musgrave (Technical Paper No. 15 Bureau of the Census, 1967).
Source: U.S. Department of Labor, Bureau of Labor Statistico, September 1980.
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TIE EMPLOYMENT SITUATION: AUGUST 1980

The Notion s employment eituation shoed some improvement in August, the Bureau of Labor

Statistics of the U.S. Deartment of Labor reported today. The unemployment rate edged down

from 7.8 to 7.6 percent and the nanber of unemployed persons dropped by nearly 200,000 to 8.0

nillion.

Total employment--au measured by the msnthly survey of house.old--held steady is August at

97.0 million, following a rather sharp increase in July.

Nonfarn payroll employmest..as measured by the monthly survey of establishnents.--roe by

200,000 to 90.1 million. Nasufscturig employment, which had been declining steadily through

July, as up by 90,000 in August and the factory workweek registered its first increase since

January.

lnemploymeot

The unemployment rate in August woo 7.6 percent, slightly below July's 7y8 percent. Since

the sharp unemployment increases in April and May, the overall jobless rate has shown relatively

little movement. The major demographic groups experienced little or no chasge in their

coemployment rates in August: The rate for adult men stood at 6.6 percent; adult women, 6.5

percent; teenagers, 19.1 percent; whites, 6.8 percent; and blacks, 13.6 percent. The numbe o f

onemployed workrs, at 8.0 million, was about 200,000 below the July level but still almost 2

million above a year earlier. (See tables A-S and A-2.)

The jobless rate among werkers in manufacturing industries was down s full percentage poist

to 9.3 percent with improvements shared by workers in both the durable and nondurable goods

uectors. The unemployment rate for werkers in the construction industry, hoever increased 2.2

points in August. Sisce February, the Jobless rate for constructios workers has risen fros 10.5

to 19.3 percent. (See table A-5.)
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Over the past 2 months, the number of unemployed persons On layoff has declined by 425,000,

with twi-thirds of this reduction occurring in August. Persons on layoff constituted about

one-fifth of all unemployed persons. (Sne table A-7.)

The median duration of unemployment, at 7-1/2 weeks, increased for the third month in a row.

This reflected reductions in the number of persons in the ahort and medium duration categories

and increases in long-term ue-eploymest (15 weeks and aver). (See table A-b.)

Total Employm.ent and the Labor Force

Total moployment, which had increased by 460,000 is July, was unchanged in August at 97.0

rillion, about the same level as a year earlier. An over-the-month gain of more than 300,000

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

1 Quarterly averages Monthly data

Category I I July -
1979 1 1980 1 1980 I Aug.

I I 1 l I I I cbange
I II I I I II I June I July I Aug. I

HOUSEOLD DATA I
I Thousands of persons

Civilian labor force .......... 1102,3571104,1941104,7011104,5421105,2031105,0251 -178
Total employment ......... 1 96,4671 97,8041 96,8931 96,5371 96,9961 97,0061 10
Unmoxployent. 1 5,8901 6,3901 7,8081 8,0061 8,2071 8,0191 -188

Not in labor force. 1 58,8241 59,0221 59,1031 59,4711 59,0911 59,4391 348
Discouraged workers. 1 8071 9931 9171 N.A.1 N.A.1 N.A.1 N.A.

Perent of labor farce
Unemployment rates: I I I I

All orkers .......................... 1 5.81 6.11 7.51 7.71 7.81 7.61 -0.2
Adult men.......................... 1 4.01 4.71 6.41 6.71 6.71 6.61 -0.1
Adult sen. ................... 1 5.71 5.71 6.51 6.51 6.71 6.51 -0.2
Teenagers .......................... 1 16.11 16.21 18.01 18.51 19.01 19.11 0.1
White .......................... 1 5.01 5.41 6.61 6.81 6.91 6.81 -0.1
Black and other ..................... 1 11.51 11.71 13.41 13.61 14.21 13.61 -0.6
Hispanic origin ...................... 1 8.11 9.01 10.21 10.21 10.91 10.61 -0.3
Full-time workers .................... 1 5.21 5.71 7.21 7.41 7.61 7.41 -0.2

* ~ ~ ~~I I I I I I I
ESTABLISbMENT DATA I

I Thuada fjb
Nanfarm payroll employment ............. 661 91,120 90,491 

9
0471

99
,B

6
5p19O,O

6 6
p1

Goods-producing industries .......... I 26,5171 26,6051 25,7631 25,422
1
25,142pl25,275pl

Service-producing industries . 63,1501 64,5161 64,7261 64.625164.723pl64.791pl
I I I I I I I

2
01p
1

3 3
p

68p

I Hours of work
Average weekly hours: I I I I I I I

Total private nonfar ................. 1 35.51 35.51 35.1! 35.01 3
4
.

9
p1 35.1pl 0.

2
p

Manufacturing ..................... 1 39.91 40.11 39.41 39.11 39.1pl 
3 9

.
6
pl O.5p

Manufacturing overtime .............. 1 3.21 3.11 2.71 2.41 
2

.5pI 2.8pI 0.3p
I__ _ _ __ I I I I I I

p-preliminary N.A.-not available
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among adults was offset by a decline among teenagers. The employnest-populution ratio, at 58.2

percent, was about unchanged from July, but ws a percentage point below its level of August

1979.

The civilian labor force, at 105.0 illion, was little changed from a month earlier. The

civilian labor force participotion rate, at 63.9 percent, was also about unchanged. Over the

year, the labor force growth among adult women sos about double that for moo, hile teenage

labor market activity decreased. (See table A-1.)

lIdustry Payroll Etploymnst

Nonagricultural payroll employment roae by 200,000 in Augost, the first increase since

February. At 90.1 million, payroll employment woa near its year-ago level but was .till 1.1

million below the February peak. The employmeot growbwthon widespread, with nearly 60. percent

of the 172 industries in the BLS diffusion inde- of private nonfarm employment registering gains

fram July to August. (See tables 3-1 and B-6.)

After posting substantial cutbacks over the first half of the year, manufacturing employment

turned upwrd in August, as the number of jobs increased by 90,000. Job gains wore concentrated

in the nondurable goods sector--principally in tentiles, apparel, and rubber and plastics--but

there was als seoe improvement in the durable goods industries, particularly fabricated metals

and lmber and wond products. Electrical equipment woa the only manufacturing industry to

register a substantial decline in August. Betwoen January and July, employment in manufacturing

had been reduced by nearly 1.2 million jobs, three-fourths of which occurred in the durable

goods indastrieo.

Elsewhere in the goods-producing sector, mining and construction employment were both up

over the month. Howover, most of the 35,000 increase in construction was acouted for by

strikers returning to their jobs; employment in this industry won still 390,000 below January'

peak level.

Employment in the service-producing sector rose slightly for the second consecutive month,

following declines in both May and June. Retail trade (50,000) and services (25,000) wore the

largest contributors to the secto's over-the-month employment growth. The gain in the services

industry occurred despite a strike among motion picture and television amployees. There was,
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however, a decline in Federal goverement enplnoment, due pertly to a cortir,-ten, of the

phase-out of the 1980 Decenniol Cenaca collection neeration.

Hoora of Wotk

The average workweek for prodnction or annaneerofaory workera on private noefarm nayrolla

inoreosed 0.2 ho.lr to 35.1 hoorm in Auguat. The aanufaoturing workweek increaved 0.5 hear to

39.6 hours; footory ho-ra had been unchanged in Joly sub.eeuent to declines doting back to early

in the year. Manufacturing overtime uaa up 0.3 hoor ever the nonth. (See table B-2.)

The inden of aggregate weekly hoera of production or non-upeorinory unkcra on ocivate

nonfarn payrolls rose 0.8 percent in Auguet to 122.8 (1967-100) aa a reault of the rice in both

enolonient end henrc. The irden wan atill doen 3.4 percent from it. Jancary Beak. The

onofaoctocieg loden wee op 1.0 percent ever the aonth. (See table B-5.)

Hourly and Weekly Earnings

Average hourly earoinge of production or non..pervicory uorkehi on private no.farn nayrolls

ro-e 0.6 percent over the eonth and 7.7 percent ever the year (se.asnally adjented). fAvrege

weekly earnings were up 1.2 percent from July and 5.9 percent free Awgust 1979.

Before adjustoent for ae..o.ality, average hourly eamninga rose 2 cents in An!uat to 04.66

and hove rican 48 anits over the year. Average weekly e.rninSa ware $236.43, up 02.04 over the

month and $13.95 over the year. (See table 8-3.)

The genrly Earnings Inden

The Poorly Earnings Index--arninga adjuated for overtime in manufacturing, aemeonlity, nd

the effecta of changes in the proportion of warkera in high-age and low-wage induntrins-

253.1 (1967-100) in Aoguat, 0.5 percent higher than in July. The Index -an 9.0 percent ebove

Augoat a year ago. In dolntar of constant purchating power, the Indem decreaced 3.5 onrcent

doring the 12--nth period ended in July. (See table B-4.)



37

Chart 1. CIvilIan labor force and employment
(Seasonally adjusted)

Chart 2. Unemployment rate--all civilian workers

PE1ENT

9.0

7.0

5.0

3.0

.-So o y Idiut \| 11.01.0

7S 9.0

7.0

3.0

ISM 1907 1971 1072 1073 1979 1075 1070 10 108 07 190

Chart 3. Civilian labor force participatIon rate
and total employment-population ratio
(Seasonally adjusted)
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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
65,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau oi 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 establishmentsemploying 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 thee factors is
explained below.

Coverage, definidons and differencea 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 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 A4 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
hqusehold 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. 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 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 293,000; for total unemployment, it is 185,000;
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 foi monthly surveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Also, as a general rure,
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 .23 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 statisties 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 $2.75
per issue or S22.00 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 A through I 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 K
through P of that publication.
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Table A.1. Employment status of the population by sex and age
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Table A-t Emnployment statue of the population by race, ex, arnd age
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Table A7. Reason for unemployment
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J__ ~~~~Aug. Aug. Aug. Apr. 8u0 JC. July Aug1979 1980 1979 1980 I980 1980 19d8 1980

. . . . . . 2.539 6, Iu. 2,.60 3,611 .3801 2 ,525 ,558 4,6050,81,11 .. 879~~~~~~~~~,0 1,661, 915 1 .428 1,988 2,11 1,97 5 1,69288,688 1.6......... ...... ...... ...... ..... 1,460 2.523 1,765 2,188 2,357 2,508 2.583 2,668l ............................. 993 1 023 875 926 992 898 857 897. .b l, .................. 1.771 7 * 872 ,.788 1,967 2 1,8 22 ,.838 1. 895
0816w46 ~~~~ ~~~~ ~~~8 37 951 745 743 84 06 93 87

...................... 100.0 100-0 100.0 100.0 100.0 100.0 100.0 100.01 . . ............................. . 52.0 90.0 4 9.8 52.5 56.3 55.5 56.4891 .1,11................................14.7 20.5 15.0 19.6 23.7 25.8 24. 0 21.1D88w66 .................................... 27.1 31.5 29.0 70. 2 28.8 30.6 31.5 33.3
A . _1 .......................... I 12.0 18.6 12.8 12 .1 10.9 10.o 11.2. ............................. 2.9 2 3. 2 27.1 26. 6 - 22. 2 22. 7 33 6laau. . . . . . . .............. 9... 

..21 IO.

J16. 
2.9 13.9 2.63 3. 4. 9 76 4.33 6.0an-. 1.0 1.~ ~ ~~ ~ ~~ ~ ~~~ ~ ~~~~0 .8 .9 .9 .9 .8 .

1s_ - .............................. 
. .. I.7 * .8 

1.7 
.9 .7*8*8

................ . . ........................... . 8 .9 1.7 1.8 1.8liw..,w.,w 8~~~~~~~~~~. .9 .7 .7 .8 .8 .9 8
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Table A-9. Empllyn aOt t. fh l"ck 8nd Hkpmlc-un ppi-n
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Tabl. B-2. Averge weekly heuu of produetion or nkon.uP rviee.ywvrkers on privste
vie98grl2820t-01 peroll by induery
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Table B-3. Average hourly and weekly eanrings of prudeuien or non.upeinor .workers on private
nonagricultural perolla by indunry
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PRODUCER PRICE INDEXES--AUGUST 1980

The Producer Price Inded for Finished Goods nosed up 1.5 percent from July to August

on a neesonally adjusted basis, the Bureau of Labor Statistics of the U.S. Departenot of

Labor reported today. This followed a 1.7 percent increase in July. Prices for

intermaediate (semifinished) goods moved up 1.0 percent, after rising 0.8 percent in both

June and July. Crude material prices juped 5.7 percent, the second consecutive steep

mosthly rise. (See table A.)

Nearly two-thirds of the August wovenent in the Finished Goods Price Inden was

d by e 4.4 percent climb in food prices, an eves sharper advance thns in July. In

contract, price increaesea oderated somewhat for finished goods other thus foods.,

reflecting slover rises for both capital equipment and consumer goods other then foods.

Energy prices edged up slightly, fSllowing snail declines in June and July. (See table B.)

Table A. Percent chasges frum preceding ronth in selected stoge-of-proces.inR

price indenes, seasonally adjusted
0

I. ~ ~ ~ ~ ~ ' . I1
Finished goods I Intermediate Onods I Crude goods I

I I I I Foods I I I Foodutufful I

I Total IConsmner) Other I Total I and I Other I Total s and Other I

| Month | - (nods I I | feeds/] d I feedstuffsl I

I .

|Ang. 19791 i~i I 1.15 1.0 | 1.4 I C.9 | 1.5 0.2 I -0.5 1 1.2

Sept .5 .5 5 1 1. 4 1 3.2

loct . .... I 1.1I -. 1) 1.5 1 1.71 .31 1.0I i.Il .1 12.3

(noy. I 1.2 1..9 1.5 1 .9 -.3 .91 1.3) 1.0 11.71

ID . ( .81 .3) 1. 1 .8 3 2 1.11 .2 12.21

I I I . 1I I I I I I I I
Jan.19801 1.61 -.91 2.41 2.71 -2.61 3.0) -.7 -3. 1 3.2

Feb. 1.4l -.41 2.01 2 .0 1 5.61 1.1 2.71 2.2 13.31
|Mar . I.. 1-.4) 1.0) 1.5) .5| -3.1) .71 -2.1 -2.7 I -1.4

!Apr. I .6rl -2.8 | 1.6rl .ir) -2.3 I .3rl -3.5 1 -6.1 I -.5rl

|May .... Or I .1 I .ir 2r 6.2r1 -.Irl 1.3 1 2.4 | Or

Juae .... I .8 1 .7 1 .8 1 .8 1 i 0 .8 I .3 I 1.1 I -.5

July .... ) 1.7) 3.08 1.1) .0) 3.2) .71 6.3) 9.0 13.21

AUg- .?... 1.5) 4.4) .7) 1.0 9.7) .5| 5.73 9.0 1 1.8

J Intermediate materils for food =anufacturing and foods.

.Data for April 1980 have beon revised to reflect the availability of late reports

and corrections by respondents. For this reason, sn,- of the figures shows sbone

and elsewhere in this release nay differ Urno those previously reported.

r revised.
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Before seasonal adjustment, the Finished Goods Price Indes noved up 1.0 percent to
249.0(1967-100). Over the year, this indem rose 14.6 percent. The index for finished
consumer foods was up 9.6 percent fron August 1979 to Augoot 1980, energy pricen climbed
45.0 percent. the inde for fininhed connuner goods other than foodn sod energy increaned
12.3 percent. and capital equipeent pricen rose 11.7 perceot. The Producer Price Index
for iotermediate goods moved op 14.2 percent over the year, sad crnde mteria prices were
16.3 percent higher thea a year ago.

Finished eoodo

Finished consner oods. The Producer Price loden for finished consumer goods rose
1.8 percent on a seasonally adjusted basis for the second consecutive month. Am in July,
the steep advance in Angust was primarily due to higher prices for cosonser foods. Price
increases accelerated for pork, beef and veal, and fresh and dried vegetables. Processed
poultry prices advanced 7.3 percent, after a 23.5 percent rise is July. Prices turned up
after declining is July for-refined sugar, roasted coffee, milled rice, and flour base mimes
aod doughs. Prices also rose for eggs, vegetable oil end products, sod fish.

The isdes for finished cussumer goods other thn foods and energy rose 0.7 percent
is August, coesiderhbly less than in either of the 2 previous months. Prices for apparel.,

Table B. Percent changes in finished goods price imde.e., selected periods*

| Changes from prscedisg munth, seasosally adjusted IChange in I
I I I ~~~~~~~~~~~~~~~~~~~~~~~~finished I

| . l I 1 1Finished con.user goods encluding foodslgodds from I
I I !Capital IFinishedi _ 12 months I
I Msoth IFinishedi equip- Iconsuer ago l
I | goods I neut I goods I Total D Ourables | Nondu-sbles ...madj.) |

Aug. 19791 1.1 - -0.1 1.6 1.7 | 0 | 2.7 I- 1
Sept-----I 1.5 1 ~.71 1.81 1.91 1.5 I 2.2 I 12.0
oc . 1.11 .9 1 1.2 1 1.81 1.6 I 2.0 I 12.3
bNy. . I 1.21 .7| 1.4 1.11 .9 I 1.2 1 13.0 l
Dec. .81 . 9| .9 1 1.2 1.2 I 1.2 I 12.6 I

l l l lI l I . lI I
Jan. 19801 1.6 1 1.6 1 1.6 1 2.9 | 3.4 | 2.7 1 13.1 1
IFhb. 1.41 .71 1.71 2.8 | 2.0 I 3.2 | 13.5 i
L9tar. 1.41 .91 1.61 1.01 -.0 I 3.3 - 14.1

jApr. .... I .r I 1.8r 1 .rI 1.5r I .3r I 2.Ir I 13.Or
MIy . ... Or I -.lr I .2rI .2r | -.7r I .7r | 13.3 |
Jine .... I . 91 * 71 .7 71 1.6 I .2 I 13.5 |
IJuly .... 1 1.71 1.3 1.01 .91 1.4 I .7 I 14.1
IAc. ... I 1.5 9! 1.01 .61 .8 I .4 I 14.6 I
I I I -I I I I II

Data for April 1980 hove beh. revised to reflect the availability of late reports
and corrections by reopondeots. For this reason, some of the figures sho.s ahove
sod elsechere is this release say differ frma those previocsly reported.

r revised.
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sunitary papers-a d health products, tetile housefurmlshings, and n.oalonholic beverages
rose much less thas in July. Cold jewelry prices tursed down, after increasing is the
previous month. Oi the other hand, price iscreases accelerated for alcoholic beverages,
soaps end synthetic detergents, end hoosehold flatware. Prices for passenger cars asd
household furniture rose almost us much as in July.

Prices for energy goods turned up slightly (0.2 percemt), after declining 0.6 percent
in both June and July. Home heating oil prices rose 0.8 percent, after 2 months of almost mu
change. Prices for finished lubricants lsn adv-nced. Gasolion prices fell for the third
consscotive month.

eCaital ecuinsent. The inde. for capital equipment advanced 0.9 percent, less than
in July sod the same as is June. Motor truck prices rose 2.5 percent, compared with a
3.2 percent advance a month earlier. Price increases also slowed for integrating asd
meeauring iJ-truments, power driven had tools, uilfield machinery, machi.e tools, and
construction machinery. Railroad equip-ent prices were uncheaged, after rising rapidly in.,
July. Os the other hand, prices rose faster then in July for fans and blowers, mining
machinery, and scales and balances.

Intermediate unterials

The Producer Price lnden for Intermediate Materials, Supplies, and Components
advacred 1.0 percent from July to August, seasonally adjusted, following increases of
0.8 percent in each of the 2 prior momthm. Abont half of the August advance was due to a
9.7 percent Jemp in the index for foods and feeds, the largest monthly climb since October
1974. Much of this increase was accounted for by sharply higher prices for feeds. Prices
for animal fats sod oils and refined sugar used is food sanufecturing termed up ubsteatiaIly,
after falling sharply in July. Prices also rose for corn syrup, vegetable oils, and flor.

The intermediate energy index moved up 0.4 percent, following a 2.6 percent advance
is July and moderate rises in each of the 3 months before that. Price increases slowed
cooniderably for residual fuel and electric power. Liquefied petroleum gas prices
declined for the second consecutive month.

The index for istermediate materials other than foods end energy registered a
0.6 percent advance, more than in July but less than in June. The nondurable manufac-
euring materials indes rose 0.9 percent, following 2 months of smaller increases. Prices
for inedible fats and oils climbed .early 25 percent; this indes had fallem more them
30 percent from June 1979 to June 1980. Prices also rose for leather, gray fabrics, and
phosphstes. On the other hand, prices continued to decline for plastic resins and
nuitrofemaces .

The durable mamofacturing nateriels index edged up 0.2 percent, aftertursing down
is the previous mocth. uubsteatial price increases for safety glass, foamed plastic
produrta, end lead were partly offset by decreasen for jewelers' materials, gold, and
hardwood bomber. Steel prices were virtually unchanged, fullowing a July decrease.

The iden for .cunstruction materials rose 0.5 percent, the name a in July. Prices
advanced far niliworik plywood, copper wire and cable, and prepared paint. Softwood
luhbor prices also rose but far less then in either June or July. Prices for moot hinds
of sonseallic cinerel products used for consucrction changed very little.

The manufacturing cropone-ts iodes advanced 1.3 percent, more than in any of the
5 preceding conchs. This accelerution was largely due to a 2.5 percent increase in
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prices for ester vehicle parts, the largest rise since March 1977. Prices slso rose for
electronic ceepose.ts. Aso.g other isterediate goods, higher prices were registered for
esuepported plastic film asd soofac= tractor parts, while mined fertilizer prices turned
does.

Credo eaterials

The Producer Price ladem for Credo Materials for Purther Processing inrreased
5.7 percent is Aegest sO a seasonally adjusted basis, following a 6.3 percent rise in July.
Foodstuff prices advanced as sharply as in the preceding mooch, energy materials rose
alsost as mech as in July, bht prices for materials other thee foods and energy moved op
sech less.

The index for crade foodsteffs asd feedeteffs dlisbed 9.0 percent in Augeot, the
saie as in July. Prices for hogs, Coro, oilseeds, cod live poultry cestin.ed to rise
rapidly, aithoegh sot as steeply as in July. Cattle, hay, asd wheat prices advaneed mere
thin is the preceding sooth. gaw case esgar prices clibed searly 27 percent, after
fallisg sharply for 2 soothe. Green coffee prices moved dows less them in J

0
1y, and cocoa

bess prices dclined for the sieth consecutive mocth.

Prices for energy materials rose 1.3 perreot. a, bt as ucch as in most recent
soothe. Crede petrelesm priceesadvanced sore thes is soy other sooth sioce Janeary, bht
oatmral gas prices rosa considerably less than is July.

The isdex for crede nonfood materials less .enrgy rose 2.9 percent, after clinbing
7.1 percent is Jely. Prices for cotton, osferross scrap, asd potash moves op mech less
them is the preceding sooth, sod leaf tobacco prices tersed dow. In contrast, prices for
iro end steel scrap climbed 14.5 perceot, after falling at en ..... l rate of 46.8 percent
is the first half of the year. Hides ead skins ddve.ced sora than 12 parcest for the
third consecetive soeth. Wastepaper prices edged ep slightly, after falliog subetacticlly
for 3 months.
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers ofcommodities in all stagesofprocessing.
These data were previously presented as the Wholesale
Price Index. The name "Producer Price Indexes" is
now being used to reflect more accurately the coverage
of the data. The sample used for calculating these in-
dexes continues so contain nearly 2.800 commodities
and about 10.000 quotations selected to represent the
movement of prices of all commodities produced in the
manufacturing, agriculture, forestry, fishing, mining.
gas and electricity, and public utilities sectors. The
universe includes all commodities produced or im-
ported for sale in commercial transactions in primary
markets in the United States.

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fauricasion
li.e., finished goods, intermediate or semifinished
goods. and crude materials). The commodity structure
organizes products by similarity of end-use or material
composition.

Finished goods are commodities that will not under-.
go further processing and are ready for sale to the ulti-
mate user. either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goods) includes commodities such as motor
trucks, farm equipment, and machine tools. Finished
consumer goods include foods and other types of goods
eventually purchased by retailers and used by con-
sumers. Consumer foods include unprocessed foods
such as eggs and fresh vegetables. as well as processed
foods such as bakery products and meats. Other
finished consumer goods include durables such as
automobiles. household furniture. and jewelry. and
nondurables such as apparel and gasoline.

Irtermediute materials, supplies. and componens are
commodities that have been processed but require
further processing before they become finished goods.
Examples of such semifinished goods include flour.
cotton yarns. steel mill products, belts and belting.
lumber, liquefied petroleum gas, paper boxes. and
motor vehicle parts.

Crude materials foe further processing include prod-
ucts entering the market for the first time which have
not been manufactured or fabricated but will be proc-
essed before becoming finished goods. Scrap materials
are also included. Crude foodstuffs and feedstuffs in-
clude items such as grains and livestock. Examples of
crude nonfood materials include raw cotton. crude
petroleum, natural gas; hides and skins. and iron and
steel scrap.

-I Itetse BgogSCRUDE AURIAL I
. I FINISHED GOODS IYTENAOFn Y^areau,Duress sYo r ntsvnYE"tat CIRUE ATanRMS

I
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For analysis of general price trends, stage ot processing
indexes are more useful tian commodity grouping indexes.
This is because commodity grouping indexes sometimtes
produce exaggerated or misleading signals of price changes
by reflecting the same price movement through various
stages of procfssing. For example, suppose that a price
rise for steel scrap results in an increase in the price
of steel sheet and than an advance in prices of automo-
biles produced from that steel. The All Commodities
Price Index and the Industrial Commodities Price Index
would reflect the same price movement three times-once
for the steel scrap, once for the steel sheet, and once for
the automobiles. This multiple counting occurs because
the wighting structure for the Al Commodities Index uses
the total shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile prices.
the Intermediate Materials Price Index would reflect the
steel sheet price change. and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

To the extent possible, prices used in calculating
Producer Price Indexes apply to the firust significant com-
mercial transaction in the United States, from the produc-
tion or central marketing point. Price data are generally
collected monthly, primarily by mai questionnaire. Re-

spondents are asked to provide net prices or to provide
all applicable discounts. BLS attempts to base Producer
Price Indexes on actual transaction prices; however, list
or bcok prices are used if transaction prices are not
available. Most prices are obtained directly frort pro-
ducing companies on a voluntary and confidential basis,
but shme prices are taken from trade publications or
from other Government agencies. Prices generally are
reported for the Tuesday of the week containing the .13th
day of the month.

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling valax
of all commodities as of 1972. The detailed data are
aggregated to obtain indexes for stage of processing
groupings, commodity groupings, durability of product
groupings, and a number of special composite groupings.
Each index measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 95
percent from the reference period in the Finished Goods
Price Index, for example, is shown as 185.0. This change
ran also be expressed Uii dollars, as follows: "The price
of a representative sample of finished goods sold in
primary markets in the United Stares has risen from S100
in 1967 to 5185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to-another
are usually expressed as percent changes rather than changes
in index points bemuse index point changes are affected
by the level of the index in relation to its base period,
while percent changes are net, The box below shows the
computation of index point and percent changes.

Percent changes for 3-month and 6-month periods are
expressed as annual rates that are computed according to
the standard formula for compound growth rates. These
data indicate what the percent change would be if the
current rate were maintained for a 12-month period.

A Note on Seasonally
Adjusted Data

Because price data are used for different purposes by
different groups, the Bureau of Labor Statistics publishes
seasonally adjusted as well as unadjusted changes each
month. .

For analyzing general price trends in the economy,
seasonally adjusted data usually are preferred because
they eliminate the effect of changes that normally occur
at about the tame time and in about the same magnitude
every year-such as price movements resulting from
normal weather patterns, regular production and marketing
cycles, model changeovers, seasonal discounts. and holidays.
FPr this reason seasonally adjusted data more clearly reveal
the underlying cyclical trends. Seasonally adjusted data are
subject to revision when seasonal factors are revised each
year.

The unadjusted data are of primary interest to users
who need information which can be related to the actual
dollar values of transactions. Individuals requiring this
information include marketing specialists, purchasing agents,
budget and cost analysts, contract specialists, and com-
modity traders. Unadjusted data generally are used in
escalating contracts such as purchase agreements or real
estate leases.
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Table 1. Producer price Indexes and percent changes by stage of processing
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Table 2. Producer price indexes and percent chenges for selected commodity groupings
by stage of processing
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Table 2. Continued -Producer price Indexes and percent changes for selected commodity
groupings by stage of processing
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Tablet2 Continued-Producer price Indexes and percent changes for selected commodity
groupings by stage of processing
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Table 3. Producer price Indexw for aelecfld commodity groupings'
C 1967: 1001

Unadjusted indeo

Grouping April 1980 2' Aug. 1980 2'

All Commodities......8 273.1
All Commodities C X 9 5 7-5 9 = 1 0 0 1 278.8 289.8

MAJOR COMMODITY GROUPS

Farm products and processed foods and feeds. .... 229. 254.8
Farm prdct .... d f..d .d o d................................Farm products.~~~~~~ ~~~~~~~~~~228.9 2816

Processe.d fodan feeds.228.6 249.1

Ondustri al commodithieas ........................................................... 271.3 277.3
Teotile products and ap p arel .181..........................................................2 185.2
Hides skins .leather, and related produts.......... 24.5 251.1
Fuels and related products and power A/.............. 566.6 589.5
Chemicals amd allied products 1. 259.8 264.3
Rubber and plastic products. 214.1 29.9
Lumber and wood poducts .270.6 295.3
Pulp, paper,. and allied produts... . ....... 247.8 252.2
Metals and metal Producs. 284.4 282.7
Machinery and equipment.... ....... 23.4 242.2
Furniture andho ehod durable . ........... 84.4 187.3
Nonmetallic mineral products2 w83.7 284.8
Transportation equipment (Dec.. 1968=100)1.:::::: ::::: 203.2 208.6
Miscellane. us pr-du.ts...... .......... 98 259:9

Industrial commodities less fuels and related
products and power..............................240.5 244.8

OTHER COMMODITY GROUPINGS

01-9 Other farm products ................. 2 8 282.7
02-I Cereal and bakery products .......... 2.4. .235.5
02-2 Meats poultry and fish ...... 226.0 259.9
02-S Sugar and confectioery . ... . 0 2 347.1
02-6 0everagem and benerage materials ................... 227.9 237.3
02-63 Packaged beeraged materials.353.2 356.2
02-7 Fats and oils. ........ 214.5 236.8
04- Otr ather and related products.............. 216.2 217.4
05-3 Gas fuels 1. ............... 730 .1 762.3
05-7 Refined petroleum products A'.678.0 697.5
06-3 Drugs amd pharmaceuticals. : 172.6 175.7
06-S Agricultural chemicals and preducts. 258.5 259.6
06-7 Other chemicals and allied products .223.1 229.9
07-i Rubber ad rubber products ............ 233.9 240.7
17_lI Crude rubber.....264.7 26 3.4
07-13 Misc laneous rubber products.2224 234.6
09-1 Pulp, papr. and products, occluding building

paper and badr .249.4 253.6
09-IS Comoerted paper and paperboard products.256.7 242.0
10-I Iron and steel,.....................A 347:2 302.3
10-13 Steel mill products..d. ......... 304.1 300.0
10-2 Nonferrous metals.1 298.3 288.9
10-4 Hardware.2......3.....3 242.6
ii-3 Metalworking machinery and equipment ............. 9
11-4 General purpose machinery and equipment.21. 1 266.6
11-7 lectrical machinery and equipment.......98.9. 204.7
11-9 Miscellaneous machinery and equipment............ .2 231.5
13-2 Concrete ingredients .................... 271.7 272.7
14-1 Motor nehicles amd equipmnt............ 205.4 211.4
15-4 Photographic equipment and supplies...........12.3 202.3
15-9 Other miscellaneous products ..................... 340.9 363.3

/Indeoms for~ thes commo1.dity grou.pings are not .includged
in Tablce 2o btease Cthemi~r co~mponsents are dinided among different
stages of processing.

2' Data for April 1980 ha-e bean recined to reflect the
anailability of late reports and corrections by
repondents. All data are subject to reoision 4
months after original publicatiom.

}o Prices of some items in this grouping are legged I month.
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Chart 1
Finished Goods Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Chart 2
Intermediaet Macteriel. Price Index and Its component:
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Chart 3
Crude Materials Price Index and Its componenrs

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Senator BENTSEN. Thank you very much, Commissioner.
Now, when you add 200,000 jobs, and you see a more modest change

in the Producer Price Index, in spite of the fact that food went up over
60 percent on an annualized basis in the 2 months, does that tell you
that we are bottoming out on a recession? Are your figures informative
enough to tell you that?

Ms. NORWOOD. I think that the data that we have shown that the
deterioration in the labor market has clearly stopped, and that there
is some improvement-particularly the increase in factory hours. The
producer price data, if you set aside food, I think is encouraging this
month, although we do not know what will happen with crude mate-
rials prices in the coming months.

There are a series of outside factors-the developments in interest
rates; the recessions which appear to be developing in other countries
of the world-which could affect these data in the next few months. So
I think that there is certainly room for cautious optimism because
there are some factors that we cannot be sure about in the next few
months.

This situation, it seems to me, is very different from any we have
had before.

Senator BENTSEN. Tell me what the major differences are in this
recession as compared to the last one.

Ms. NORWOOD. Well, I think we are
Senator BENTSEN. At this stage.
Ms. NORWOOD. I think that we are in a period right now where, with

this rather massive increase in food prices, we cannot really be sure
how producers and investors will take the price data. Their behavior,
therefore, is rather difficult to forecast.

In the employment area, I think clearly the severe deterioration in
the automobile industry and in construction seems to be turning some-
what. Some of the automobile workers are being rehired after
retooling

Senator BENTSEN. But I am really trying to get a comparison be-
tween-you said that this is not like previous recessions. That I want
amplified. I do not understand what the major difference is between
this recession and the last recession, if you can compare periods in
recession.

Ms. NORWOOD. I think that probably the biggest difference is in the
price area, the inflation rate; and the whole approach of consumers to
higher prices. Though we had price increases in the last recession, I
do not think that consumer behavior was affected to the extent that
apparently it has been in this recession.

Senator BENTSEN. And you are saying by that, that in this recession
the consumer has tended to keep his money in his pocket? Is that right?
Has he held back on spending? Is that what you are saying? I am try-
ing to understand this.

Ms. NORWOOD. No, I think that the inflationary-
Senator BENTSEN. Or is the contrary the case?
Ms. NORWOOD. At the beginning, in the early months of this recession,

and last year, I think that inflationary psychology was controlling con-
sumer behavior. Certainly Government policy and a number of other
occurrences have changed that.
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Now that we are having a resurgence in food prices-caused to a
large extent, although not completely, by bad weather-it is difficult to
know exactly how people are going to respond to that.

I believe that one should separate the food situation from the non-
food situation, but I can't be sure the other people will react in that
way.

Senator BENTSEN. I still don't know. I still don't know the difference
between the last recession and this recession at this period of time.
I want to ask you once more: You said you don't know how the con-
sumer is going to respond, and yet you told me this is not like previous
recessions. I understand that part, but what is the difference at this
period of time?

Ms. NORWOOD. One of the things that is different is that the interest
rate market seems to be behaving in a way that is very difficult to
forecast.

Another thing that is different is that the rest of the world seems
now-many of the developed countries-to be sinking into recession,
and we do not know how that will affect our exports.

I believe that the inflationary psychology which has been prevalent
during this recession was greater than in the last recession, although
that has abated considerably in recent months.

Senator BENTSEN. All right. And one of the reasons, of course, inter-
est rates have not behaved the same way-is it that previously the focal
point was on the interest rate itself? This time, we know that more
attention is being paid to the supply of money, with interest rates left
to find their own level more than in the past.

Now we have seen this bouncing up and down of interest rates to a
degree we have not seen in the past. In the last few days we have seen
some moderation-of short-term interest rates, but also gradual increases
in long-term rates.

Do you see these developments affecting home building just as it is
recovering, or not?

Ms. NORWOOD. I hope not.
Senator BENTSEN. Well, if it was determined by hopes, we would be

in a lot better shape than we are.
I defer to my friend, Representative Reuss.
Representative REuSs. Thank you, Mr. Chairman.
Ms. Norwood, you say in your opening statement-and I quote-

"Since the sharp unemployment increases in April and May, the over-
all jobless rate has shown relatively little movement." That is exactly
right. In January, February, and March, the unemployment rate was
6 percent or a little greater, and then it leaped up in April to 7 percent,
and it has been up above 7 percent ever since-although your news this
morning is relatively encouraging, and we sure need it.

My question is, What caused those devilishly sharp unemployment
increases in April and May?

Ms. NORWOOD. Basically, the very large deterioration of employ-
ment in construction and in automobile manufacturing, as well as in
many of the other durable manufacturing industries.

Representative REuss. And wasn't 'that in turn the result of the
Federal Reserve's mid-March dramatic action in (1) putting on con-
sumer credit controls; and (2) slowing dramatically the money sup-
ply?
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Ms. NORWOOD. It certainly occurred shortly thereafter, or at about
the same time. I don't know about the causal relationship; I will leave
that to others to discuss in the years to come. I am sure there will be
considerable discussion of that.

Representative REUSS. Well, I have no more sympathy for post hoc,
ergo propter hoc than you do. But this seems to me to be more than
just coincidence. The Fed was alarmed by what it thought was a big
bulge in spending, but what later turned out to be just a big bulge in
lending to Bunker Hunt and his pals for silver speculation-that was
19 percent of the new leaiding in the United States to big banker
Bunker.

The Fed, havirg misinterpreted this signal, jammed on the brakes,
and since no other cause is readily apparent, isn't it a pretty safe guess,
which even you might venture to adopt, that the Fed's dramatic mid-
March action caused the big jump up in unemployment in April and
May and thereafter? What else?

Ms. NORWOOD. Well, it certainly had a very important effect. I
don't think there is any doubt about that. I do think that one has to
keep in mind the kind of inflationary psychology that those actions
were intended to break.

Representative REUSS. Right. But the leading exemplar of the infla-
tionary psychology was none other than Bunker Hunt and his silver
speculation. Is that not so?

Ms. NORWOOD. Yes; of course, we had at that time, too, fairly sig-
nificant problems in the automobile industry, and we still do.

Representative REUSS. Right. But the consumer credit controls ac-
centuated those.

Ms. NORWOOD. Sure.
Representative REuSS. Well, I now come to my lesson for the future,

formed by the past: Wouldn't it be a nice thing-now that unemploy-
ment is improving a little bit-if the Federal Reserve were very care-
ful not to take overheroic actions in tightening money, based upon
doubtful signals? They did it once. If they do it again, we will be right
back in this very steep recession. Is it not a fair thing to ask them not
to repeat the scenario of last March?

Ms. NORWOOD. I am sure we can count on the Governors of the Fed-
eral Reserve Board to be careful.

Representative REUSS. Yes; but what is to prevent them from being
too careful and seizing once again upon a false signal? Would it not,
in short, be a good idea to profit by a recent mistake?

Ms. NORWOOD. Sure.
Representative REUSS. Because it does appear that that big leap in

the unemployment rate-which put 1,800,000 men and women out of
work in May who had had jobs in March-is rather a hard price that
those people had to pay for someone misreading the signals; was it
not ?

Ms. NORWOOD. Incidentally, that is a point that I should have made
to Senator Bentsen's question. This recession is different from other
recessions in that we had such a sharp jump in unemployment within
a very short time period.

Representative REUSS. I thoroughly agree with you, and it seems
to me it was a man-made recession-a six-man-one-woman-made reces-
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sion-and its severity was unnecessary. It did not accomplish any more
inflation-fighting than a slow, steady, and controlled growth of the
money supply would have done. And one hopes that one learns by
experience and will not do that again. Is that not a fair summary of
our dialog?

Ms. NORWOOD. It is certainly a summary of your position.
[Laughter.]

Representative REuSS. Well, I know, but do you differ? It takes two
to have a dialog, unless you want to monolog it on your own.

MS. NORWOOD. No, I think that certainly the events of the spring
had a very important effect on the economy. I do think that we had a
very strong inflationary psychology. I think that was broken. Whether
the medicine was too stiff or not, I am not prepared to discuss at this
point.

I am certain that people are very concerned about interest rates
right now, which I think could well determine whether the economy
goes up or goes back down. Either of those is a possibility, depending
on whether there is investment, depending upon whether consumer
demand continues to inerease-retail sales have increased, factory
orders have increased. Depending upon what happens to interest rates,
we can see where investment will go, and where industrial production
will go.

Representative REuSS. Then in short, and to conclude, you would
agree that too tight monev and interest rates raised unnecessarily,
because of a signal read falsely, would not be a good idea?

Ms. NORWOOD. Certainly 1 think everyone would agree with that
statement; and I certainly would.

Representative REUSS. I thank you.
Senator BENTSEN. Senator Proxmire.
Senator PROXMTRE. MS. Norwood, the figure that really stands out

in both the Unemployment and the Producer Price Indexes is the
enormous increase in the price of crude goods, foodstuffs and feedstuffs
particularly, a 9-percent increase in 1 month in August, preceded by a
9-percent increase in July-18 percent in 2 months, and more than a
100-percent increase in prices if this is followed through.

Now the bad news also is that that was not modified very much by
what happens at the crude level to other goods-a 3.2-percent increase
in July; a 1.8-percent increase in August-and all together, total,
including food and nonfood, an increase for the 2 months of around
12 percent.

How long is that enormous increase in food goods likely to take,
to come to first, the finished goods level, the wholesale price level, and
second to the consumer price level? And to what extent is it likely to
be felt by consumers?

Ms. NORWOOD. The crude index, first of all, is highly volatile.
Senator PROXMIRE. Well, can you recall any time in which the food-

stuffs have gone up by as much as 9 percent in a single month, except
of course in July?

Mr. LAYNG. August of 1973.
Senator PROXMIRE. When?
Mr. LAYNG. August of 1973, or close to that.
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Senator PROXMIRF. 1973? We have to go back 7 years to find a time
when you had that big an increase?

Mr. LAYNG. Yes. By historical standards, it is clear that it is
extremely large.

Ms. NORWOOD. It is very high.
And it will take some time. The passage of these price movements

through the economy are extremely hard to quantify. Food seems to get
through very quickly. Some of the others can take some considerable
period of time. So I cannot give you a specific estimate.

Senator PROXMIRE. Well, at any rate, it appears that the finished
goods, consumer foods, which was up 4.4 percent in August, 3.8 percent
in July, that the consumer at the store is likely to have to face a higher
price in the coming weeks; right?

Ms. NORWOOD. Certainly. Yes. I think that is quite clear.
Senator PROXMIRE. And, of course, this is the inflation we all feel

constantly, because we buy food once or twice a week.
Ms. NORWOOD. I think we have to be very clear that food price in-

creases are very serious and very damaging. The only point that I
would make is that the policy actions cannot really affect hot weather
or a drought.

Senator PROXMIRE. No, but we can recognize that, and recognize the
unfortunate effects, of course, of higher prices-

Ms. NORWOOD. Absolutely.
Senator PROXMIRE [Continuing]. And the effect that that may have

on pushing for wage increases, the effect it has obviously in so many
prices that are indexed and wages that are indexed.

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. And then in turn. of course, prices go up. So that

it will have an inflationarv push over the next few weeks
Ms. NORWOOD. Very definitely.
Senator PROXMIRE [continuing]. And months.
Now I notice that we have an improvement, and a welcome im-

provement, in the unemployment-employment picture. Also, the De-
partment of Commerce-this is not in your statistics-reported that
in July for the first month since October of last year, the help-wanted
ads rose in this country-meaning that there are more job-seeking
people than before. That has dropped precipitously from an index
of something like 155 down to 115, and went back up to 118, not a big
increase but certainly it seems to reinforce the statistics you have given
us here this morning. Is that right?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. So that it looks as if the job market may be

improving.
That would suggest to me that once again our big economic problem

is inflation rather than unemployment.
Ms. NORWOOD. I think certainly it is the most difficult problem for

policy action. I would not want to suggest that unemployment is not
important; there are a lot of people, millions of people, still unem-
ployed, and I am sure you would agree that this is a difficult problem,
just as food prices are a difficult problem.

But in terms of where the economy is going, I think that the prob-
lems of inflation are very, very real.
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Senator PROXMIRE. Now if you hold everything constant, can you
give us an idea of what effect on prices and employment the Presi-
dent's economic program would have-particularly these tax reduc-
tions that he recommends?

Ms. NORWOOD. No, sir, I can't. It is very difficult. Most of them-
Senator PROXMIRE. Why shouldn't we have that? It seems to me

that if we are going to make policy sensibly and determine whether
or not we should do it, we ought to have the best advice we can get;
and you represent the best advice we can get with respect to empoy-
ment and prices.

Ms. NORWOOD. I think one of the reasons that you people believe
that we provide good advice is that we know when to say we can't do
something.

Senator PROXMIRE. I didn't say it was good; I said it was the best
we could get. [Laughter.]

Ms. NORWOOD. Well, we do indicate when we feel we cannot do some-
thing, and I think that it is very difficult to make these estimates.

However, there have been a number made. I think that the Council
of Economic Advisers has some very good people, and some good
models. There are a number of private forecasting firms which have
come up with estimates, and we prefer to leave that work to them.

Senator PROXMIRE. Well, then, is there any information you can
give us on the Kemp-Roth tax reduction on what effect that would
have? [No response.] You cannot tell us that.

Now as part of its recovery package, the administration has re-
quested a 13-week extension in unemployment insurance benefits to
bring the maximum up to a year, 52 weeks.

Do you have any information on how many people are exhausting
the benefits available under the current program?

Ms. NORWOOD. I do not have that. Mr. Bregger tells me that it would
probably~be too early for large numbers to have exhausted their bene-
fits. But I am sure that we can provide a figure for the record from
the other part of the Labor Department.

Mr. BREGoER. Senator, with the normal extension, benefits would
carry up to about 39 weeks for most workers. Since most of the lay-
offs were in April and May, it would be much too early for the bulk
of the people who have become unemployed and who are staying un-
employed to have exhausted their benefits.

Senator PROXMIRE. Well, can you give us some notion, in view of
the fact that the automobile industry and the construction industry
are so directly affected, some idea in those industries of whether or
not there are problems with people exhausting their 39 weeks?

Ms. NORWOOD. There certainly are problems in the automobile in-
dustry of people having exhausted their benefits, because the drop in
automobile employment began occurring long before the beginning of
the recession.

Senator PROXMIRE. Now some were eligible for trade adjustment as-
sistance that extends over a year.

Ms. NORWOOD. Yes; that's right.
Senator PROXMIRE. Maybe for the next month, could you give us

some analysis of this, so we will have some picture?
Ms. NORWOOD. Yes; certainly.
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[The following information was subsequently supplied for the
record:]

The following tabulation shows the number of persons exhausting benefits
under State unemployment Insurance programs over the period July 1979 to July
1980. The figures, of course, are not cumulative, nor can they be added to give a
notion of how many of the unemployed have exhausted benefits as of July 1980,
but they do clearly indicate that exhaustions have risen during the current
recession.
July 1979_------------------- 169,402 February ------------------- 202, 146
August --------------------- 166, 436 March ---------------------- 220, 325
September ------------------ 139, 442 April ----------------------- 259,386
October --------------------- 161,439 May ------------------------ 242, 236
November_ -_______________ -159, 791 June ----------------------- 242,182
December ------------------- 164,932 July --------- -------------- 292, 362
January 1980_--------------- 216, 630

Senator PROXMIRE. I notice that there is what seems to be a fairly
sharp drop in black and other minority unemployment. It falls from
14.2 percent to 13.6 percent. Is this statistically significant?

Mr. BREiaoER. No, sir.
Ms. NORWOOD. No, sir.
Senator PROXMIRE. It is not?
Ms. NORWOOD. No, sir.
Senator PROXMIRE. That is more than-well, that is six-tenths of 1

percent, but it is not significant. That means that you cannot tell
whether there was an actual drop or not? Is that right? Because the
sample was too small?

Mr. BREGGER. That's right. It takes a change of at least eight-tenths
to be considered statistically significant.

Ms. NORWOOD. But we do know, of course, two things. One, that the
unemployment rate for blacks is at least double that of whites. And
second, that there has been very little movement of unemployment
among the various groups in the last several months.

Senator PROXMIRE. In your statement you put a lot of emphasis on
"hours worked." You noted that the hours of overtime had increased
in manufacturing. Why is this significant?

Ms. NORWOOD. Well, I think it is the first time that we seem to have
had a change in direction in hours of work, and hours frequently are
the first inkling of a change. Employers increase hours before they
hire more people, or as they are beginning to hire more people.

I might say, this is encouraging from the point of view of employ-
ment and unemployment. I am not so sure that it is so encouraging in
terms of productivity.

Senator PROXMIRE. We have had a big and serious recession-the
people in it would call it a depression-in the automobile and construc-
tion industries, because there are so many unemployed with unemploy-
ment up to 18 percent in the construction industry and up very, very
high in the automobile industry. Has there been any evidence that this
very deep falloff in jobs and in orders has had any favorable effect on
prices? Have price increases moderated?

Ms. NORWOOD. If you stick to the automobile industry, for example,
I think there are two things that can be said. One is that over the year,
automobile prices have not gone up as much as other items. However,
in the last few months there have been increases in the prices of auto-
mobiles and trucks at a time in the business cycle when that seems not
necessarily what one would expect.
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There also seems to be clearly a difference in pricing practices for
large cars and for small cars.

Senator PROXaIRE. Is this because the automobile industry is so
concentrated with three principal producers?

Ms. NORWOOD. Well, I don't Know what the cause is. I can just report
on what has happened. Of course, there is a good deal of import com-
petition for automobiles these days.

Senator PROXMIRE. Well, that's right. That's right. But they don't
respond to that with the kind of price behavior that you would
normally expect.

Ms. NORWOOD. I think that clearly the automobile industry has been
trying to retool and produce small cars as fast as it can. The prices of
those small cars have not been reduced. The prices of larger cars have
come down some. So that the gap between the prices of the small car
and the larger cars is narrowing.

Senator VROXMIRE. You seem to have a contradiction in your statis-
tics with your household data and your establishment data. Your
household data shows an increase in the unemployment rate in con-
struction from 16.1 to 18.3; while your establishment data shows an
increase in employment. How do you explain that?

Ms. NORWOOD. I guess I don't explain that. I think that clearly there
has been a change, if one looks at data outside the employment area.
There has been an increase in housing permits and an increase in
housing starts, which seems to have been concentrated in single-family
housing. The multistructures and the business buildings have not really
picked up yet. And I would expect that that is the reason for this prob-
lem with construction.

Mr. Bregger tells me that I have forgotten about the west coast
strike in construction. People who were on strike were off the payrolls
of establishments; they were therefore not counted.

Senator PROXMIRE. Was that a big enough strike to justify that
sharp difference?

Mr. BREGGER. It was a very large strike, Senator, and they returned
to their jobs in August. So although we cannot be totally certain, most
of this increase that was reported, 35,000, was a result of the strike
return rat-her than any real improvement in the industry for the month.

So in other words, there is not that much inconsistency. Workers are
not on payrolls when they are on strike, obviously, so there was a
decline in the prior month; and when the strike was over, they went
back on the payroll.

Senator PROXMIRE. My staff people have trouble with that explana-
tion. Would you, for the record, when you have a chance to correct
your remarks, go over it a little more carefully and show precisely the
effect of the west coast strike?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Because they say that the statistics would not

justify it, to the extent that it is reflected here.
Ms. NORWOOD. Even after adjustment for the strike, there may still

remain a discrepancy. It is just that it would be less of a discrepancy
than appeared originally. That's all. I do not want to give you the
wrong impression.

[The information referred to follows:]
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The unemployment rate in the construction industry is based on the following
data (seasonally adjusted)

July.1980 August 1980

Civilian labor force -5,000,000 5,112,000

Employment- 4,193, 000 4,178,000
Unemployment - 807, 000 934, 000

Unemployment rate (percent) -16.1 18.3

The payroll survey reports construction employment of 4,319,000 in July and
4,355.000 in August.

The difference between the change in employment between July and August
is not statistically significant in either survey. The general conclusion to be
drawn is that construction employment showed little change in August.

In addition, it should be noted that the increase shown in the payroll survey
in August is largely due to the return of persons who were on strike in July.

Senator PROXimRE. Well, I just 'have one other question. Do you
have a measure of the underlying rate of increase in producer prices
similar to the calculation made for consumer prices? We talk about
an underlying inflation rate. Can you give us an underlying inflation
rate for producer prices?

Ms. NoRwoon. The rate for finished goods, less food and energy, if
you want to define it that way, is 0.8 percent this month.

Senator PROXMIRE. What?
Ms. NORWOOD. 0.8.
Senator PROXMTRE. Can you tell us what the trend shows, adjusting

the trend for the intermediate and crude? What does it suggest?
Mr. LAYNG. Say that again?
Senator PROXMIRE. Can you give us some notion of where the trend

is leading us, taking into account the increases in intermediate and
crude prices, which of course would be reflected

Mr. LAYNG. Taking into account the behavior of them in recent
months?

Senator PROXMTRE. What's that?
Mr. LAYNG. Takingz into account the behavior of intermediate and

crude in recent months?
Senator PROXMIRE. Yes, sir.
Mr. LAYNG. Less than earlier this year.
Senator PROXMIRE. What's that?
Ms. NORWOOD. Less than somewhat earlier this year.
I think there is some improvement, compared to earlier in the year.

We are at about 14 percent on a 3-month basis.
Senator PROXMIRE. There is some improvement even in spite of the

enormous increases in crude prices?
Ms. NORWOOD. Yes.
Senator PROXMIRE. For July and August?
Ms. NORWOOD. Yes.
Senator PROXMIRE. I realize that is a volatile index and you have

to take a number of months and put them together.
Mr. LAYNG. The intermediate less food index has been particularly

well behaved since early this year. That single series is the clearest
sign of moderation.
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Senator PROXMIRE. Well, the crude is not well behaved, however,
for July and August.

Ms. NORWOOD. Yes.
Senator PROXMIE. Even less food.
Ms. NORWOOD. That's right.
Mr. LAYNG. No question about it. But that is a volatile series that

usually requires several months of substantial increase to identify a
change in trend.

We can get 2 months of increases of 2 to 3 percent, and then turn
around-turn negative. It jumps around that much. It is a very sensi-
tive market. You have to be very careful in interpreting it. Where
the intermediate-ex-food-is a much more reliable indicator of the
underlying trend of those things being used in production.

Senator PRoxMiRE. Mr. Chairman, I just want to be sure that we
have from Ms. Norwood and her colleagues, the assurance that they
will do their best to give us some analysis of the effect of the Presi-
dent's economic recommendations, and particularly his tax-cut rec-
ommendations, on inflation and employment.

Ms. NORWOOD. We will certainly take a look at it.
Senator PROXMIBE. Well, you take a look at it and give us your

reaction to it. And also on the Kemp-Roth.
Ms. NoitwooD. We certainly will review what is being done and pro-

vide you with whatever we can.
[The following information was subsequently supplied for the

record:]
The Bureau of Labor Statistics does not have a short-term macroeconomicmodel which permits an evaluation of the impact of changes in Federal fiscalpolicy on the economy. However, I understand that Chase Econometrics As-sociates, Inc. has prepared a simulation of the administration proposal for the1981-82 period. The attached Table 1 outlines the major differences betweenthis simulation and an alternative which assumes no tax cut in 1981 or 1982..I am not aware of any simulation done on Ronald Reagan's tax cut program.However, we have received a summary prepared by Chase Econometrics whichI attach.
Attached also are summary statements relating the particulars of the twoproposals.

TABLE 1.-SUMMARY OF CARTER ECONOMIC PROGRAM SIMULATION

Calendar years

1981 1982

Net tax cuts (billions) . -$21.0 -$24.0Expenditure increases biions) --$3.3 $7.5Federal deii (billions)--$7.5 $730Differeces$24.3 $31.
Unemployment rate -- -- 8.8 8.4Difference -- ---------- --------------------.----------------. 1 -. 4Annual rates of growth:

CPI, all urban -10.3 9.2Difference- -. 2 -1PPI, finished goods-------------------------------------------------- ------- 7.5 7.1
Productivity, nonfarm business -- -.4 1.4Difference-b n .s s5. 4porsafnaer hu,9.9 11.6

Com re ---------------------------------- .6 2.7Real GNIP -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -. 2 3.5Difference -------------- --------------------------------- ---------- .4 .5

Difference refers to a comparison between the Chase August alternative run 2, no tax cut, versus the Chase Augustalternative run 4, administration economic proposal.
Source: "Macroeconomic Forecasts and Analysis," Chase-Econometrics Associates, Inc., August 1980.
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TABLE 2.-SUMMARY OF REAGAN ECONOMIC PROPOSALS

[Billions of current dollars]

Fiscal years

1981 1982 1983

Accelerated depreciation -- 4 -13 -18
Personal tax cuts -- 18 -58 -98Ex cts--13 -24 -37
Ahdendum: Expenditure reduction goals -- 15 -40 -65

Source: Leon Taub, Chase Econometrics Associates, Inc., based on Ronald Reagan's speech before the International
Business Council meeting in Chicago, September 1980.

CARTER PROPOSALS

(1) Federal income tax cuts:
(a) Eight percent credit against Social Security tax payments, expected

to offset 12 billion dollar rise.
(b) Increase earned income credit from 10 percent to 12 percent to offset

the Social Security increase for workers with incomes low enough that they
pay Social Security but no taxes.

(c) Ease the marriage penalty by exempting 10 percent of the first $30,000
in income of the lower paid spouse.

(2) Accelerated depreciation:
Forty percent speed up of depreciation write-off time.

(3) Federal spending:
(a) Proposed approximately 4 billion dollars in additional spending over

the next two years, anti-recessionary, and reindustrialization.
(b) Increased defense spending.

(4) Reindustrialization:
(a) Payment of up to 30 percent in cash of 10 percent investment tax

credit to new or money-losing companies plus another 10 percent to quali-
fying companies in depressed and declining areas.

(b) 10 million dollars in 1981 and 50 million in 1982 to retain or relocate
worker from declining to growth industries.

(c) 600 million dollars over the next 2 years to scientific research and
technological development to increase productivity.

(d) Investment in transportation:
$200 million-railroads in midwest;
$600 million-highway and mass transit; and
Increase capacity of east coast ports to ship coal to Europe.

(5) Recession:
(a) Extend length of unemployment coverage to 52 weeks.
(b) 600 million dollars for job training of 168,000 low income or dis-

advantaged workers.
(c) 975 million dollars for insulating low income housing and public

buildings-preference in hiring given to long-term unemployed.

REAGAN PROPOSALS

(1) Federal income tax cuts:
(a) Ten percent personal income tax cut for each year for the next three

years.
(b) Indexation of personal income taxes.

(2) Accelerated depreciation:
In Reagan's economic speech of September 9. 1980, he used the version

set out in the recent Senate bill. It assusnes four categories of equipment,
depreciated in 10, 7. 4. and 2 years respectively. A business would reduce
an asset's current depreciation time by 40 percent and choose the next low-
est period.

(3) Federal spending:
(a) Rate of growth of government spending has to be reduced (contrast

with strict Kemp-Roth).
(b) Cut waste in government.
(c) Tighten eligibility for food stamps and unemployment Insurance.
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(d) Balanced budget by 1983.
(e) Increase defense spending.
(f) Wants to reduce government spending as a percent of GNP to 18 per-

cent.
(4) Reindustrialization:

(a) Tax credits for firms to locate in inner cities.
(b) Remove disincentives posed by federal regulations.

(5) Recession:
Reagan assumes that the recession will be largely over when he assumes

office.

Senator BENTSEN. Thank you, Senator.
I have only one question, Ms. Norwood. On the Producer Price

Index-and you have worked around the edges of this-which one
of those factors will have the most direct and immediate effects on
the Consumer Price Index? Which changes-both those that are
positive and those that are negative-should we be watching, if we
want to anticipate a little of what is going to happen to the CPI?

Ms. NORWOOD. Consumer food passes through-
Senator BENTSEN. Very quickly.
Ms. NORWOOD. Consumer price increases pass through very, very

rapidly, usually.
Senator BENTSEN. On food.
Ms. NORWOOD. Yes.
Senator BENTSEN. Do you think that is the component which will

have the largest and earliest effect on the CPI?
Ms. NORWOOD. It certainly will affect the CPI fairly quickly. I think

that is safe to say.
Mr. LAYNG. You are talking about right now, in this situation what

is happening?
Senator BENTSEN. I am talking about this particular situation.
Mr. LAYNG. Given the products that are covered by the Producer

Price Index, the food items would have the greatest impact.
Ms. NORWOOD. Quickly.
Senator BENTSEN. That is the point.
Mr. LAYNG. The other factor, of course, is the mortgage interest

rate situation which is not in the Producer Price Index, but which will
be reflected in the CPI. The decline in mortgage interest rates will
also show up in the CPI.

Senator BENTSEN. Will show up as what?
Ms. NORWOOD. Will show up as a decline.
Senator BENTSEN. Yes, I understand that.
Ms. NORWOOD. In August.
Mr. LAYNG. And that really dominated the picture in July when you

had a zero overall CPI number. A 0.9-percent rise in food was largely
offset by mortgage interest rates dropping by such a large percentage.

Senator BENTSEN. Well, are you going to see some more carry-
through on that in the next month's report?

Ms. NORWOOD. In August; yes.
Senator BENTSEN. So that will be substantial.
What I am really trying to understand is: What are the CPI num-

bers going to be before the election? [Laughter.]
Thank you very much.
[Whereupon, at 10:50 a.m., the committee adjourned, subject to

the call of the Chair.]
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FRIDAY, DECEMBER 5, 1980

CONGRESS OF TiE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Wa8hington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 5110,

Dirksen Senate Office Building, Hon. Lloyd Bentsen (chairman of
the committee) presiding.

Present: Senator Bentsen.
Also present: Mary E. Eccles, professional staff member; and Mark

R. Policinski, minority professional staff member.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
It's not often that we come to one of these hearings when we're

talking about the Consumer Price Index and unemployment figures
and find all the news is encouraging. Usually at this time of the month
we have had some rather depressing news for quite a period of time.
You can almost expect each time to hear the economy has lost some of
its steam, that people are losing their jobs, and that prices and the
cost of living are increasing.

That's why it's a pleasure today, in this month of November, to
say the United States has held its own on the jobs front and has made
some measurable progress in the fight against inflation, not as fast as
we would like, but headed in the right direction.

Unemployment for the month of November fell to 7.5 percent from
7.6 percent in the month of October. We had a net increase of 220,000
jobs in our economy, and that's healthy.

Wholesale prices for November-as measured by the Producer
Price Index-dropped to an annualized rate of 7.9 percent from a
double-digit 10.6 percent in October.

I must caution, though, that while these employment and inflation
numbers for November are good tidings, there is a disturbing element
lurking in the background at this hearing. There is a dark lining in
our silver cloud.

Interest rates are high and rising, and just about what they were
not too long ago. The prime rate is now 18.5 percent and climbing to-
ward the record-setting 20-percent rate of earlier this year.

With housing starts coming to a halt, new car sales depressed, and
interest rates still on the way up, we can't be too optimistic about the
prospects for employment and inflation.

Ms. Norwood, we're very pleased to have you here, and we would
like you to give us your interpretation.

(79)
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BlUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT 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.
The November data on the unemployment situation provide further

evidence of the gradual improvement that has been in effect since late
summer. Both the payroll and household surveys registered employ-
ment gains in November, and the factory workweek continued to rise.

The overall unemployment rate was 7.5 percent, about the same asin the past several months. Since July, however, the number of un-
employed has declined by nearly 300,000, and the unemployment rate
by three-tenths of a percentage point. November declines were regis-
tered for married men and married women and for persons who last
worked in manufacturing. Moreover, jobless rates for groups which
had been hardest hit during the recession continued to edge down. Inparticular, the unemployment rate for workers in the automobile indus-
try continued to show marked improvement; at 14.9 percent, this rate
is about one-half the peak in May. In November, there was also a
substantial reduction in the number of unemployed persons who were
on layoff.

Labor force growth continued to be sluggish, just barely keeping
lip with population growth. The proportion of the working-age popu-
lation with jobs edged up to 58.3 percent; nevertheless, this measure
is still a full percentage point below its year-ago level.

Nonfarm payroll employment rose by 270,000, with gains registered
in both the goods- and service-producing sectors. Since July, the num-
ber of payroll jobs has grown by more than 1 million, recovering allbut 300,000 of the recessionary decline. Employment in construction
and manufacturing both continued to rise in November, with particu-
larly strong growth in primary metals, electrical equipment, and
transportation equipment. Services also continued to show employ-
ment gains.

The factory workweek and factory overtime both edged up in No-
vember. The index of aggregate weekly hours also increased; at 125.1,
it has risen 2.6 percent since July, but in November was still more
than 11/2 percent below its January peak.
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PRODUCER PRICES

The Producer Price Index for November was also released this
morning. Prices of producer-finished goods moved up 0.6 percent, on a
seasonally adjusted basis. Consumer food prices increased 0.5 percent
for the second consecutive month, still less than the extremely large
increases of the summer months. Although price increases slowed for
motor vehicles and a variety of capital goods, gasoline prices increased
for the first time in 6 months. In addition, prices of several other kinds
of consumer nonfood items climbed considerably more than in most
recent months.

Prices for intermediate or semifinished materials increased 1 percent
in November, about the same as in October. Prices of energy products
used in goods production rose, as did prices for a wide range of other
products used in the manufacturing process.

At the crude stage of production, prices increased 1.1 percent. Al-
though this increase was less than in October, the 1.8-percent rise in
crude, nonfood materials was the fifth consecutive monthly increase.

In summary, the labor market in November continued to show small
but steady signs of recovery. The unemployment rate, at 7.5 percent,
was down from the July 7.8-percent peak, but still nearly 2 full points
above the rates that prevailed throughout 1979. Employment continued
to grow in the goods-producing sectors that were hardest hit in the
recent recession.

Producer price increases in November decelerated slightly at the
finished goods level, as increases slowed for motor vehicles and a broad
range of capital goods. Continuation of this moderation at the finished
level in the coming months will depend in part on the price behavior
of basic materials used in the production process, on the effects of the
anticipated shortage of grain and some other food supplies, as well as
on the uncertainties surrounding the supply of energy from the Middle
East.

These producer price and employment data also affect the perform-
ance of earnings and productivity. Over the year, to November, earn-
ings have risen at close to a 10-percent rate, and real earnings have
declined. The Nation's productivity, after six quarters of decline, im-
proved slightly in the third quarter of 1980. Employment growth in
October and November has been moderate, and if accompanied by in-
creases in output, should result in continued improvement in produc-
tivity. The November data confirm, however, that the present recovery
will probably not bring about the sharp gains in productivity experi-
enced in prior periods of more vigorous economic expansion.

Mr. Bregger, Mr. Layng, and I would now be glad to answer any of
your questions.

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

X-11 ARIMA method X-l1
Unad- methodMonth and guste Concud 12-mo (former RangeMonth and islusted Concur- oxrp- official (cols.year rate Official rent Stable Total Residual lation method) 2-8)

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

1979

November -5.6 5.8 5.8 5.9 5.8 5.8 5.8 5.8 0.1December -5.6 5.9 5.9 6.0 5.8 5.9 5.9 5.9 2
1980

January ------ 6.8 6.2 6.1 6.2 6.2 6.2 6.2 6.2 .1February -6.8 6.0 6.1 6.0 6.1 5.9 6.0 6.0 2March------- 6.6 6.2 6.2 6.2 6.2 6.2 6.2 6.2 -----April -6.6 7.0 6.8 6.9 7.0 7.0 7.0 7.0 2may-------- 7.0 7.8 7.6 7.8 7.8 7.7 7.8 7.8 .2June ------- 7.8 7.7 7.6 7.4 7.5 7.5 7.7 7.6 .3July- 7.9 7.8 7.8 7.8 7.7 7.8 7.9 7.9 2Auglust------- 7.5 7.6 7.6 7.7 7.6 7. 5 7.7 7.7 .2September----- 7.1 7.5 7.5 7.4 7.3 7.2 7.5 7.4 .3October -7.1 7.6 7.6 7.6 7.5 7.4 - 7.5 7.6 .2November -7.1 7.5 7.6 7.5 7.5 7.4 7.5 7.4 2

EXPLANATION OF COLUMN HEADS
(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Official rate (X-11 ARIMA method).-The published seasonally adjusted rate. Each of the 3 major labor force corn-ponents-agriciiltural employment, nonagricultural employment and unemployment-for 4 age-sex groups-nsales andfemales, ages 16 to 19 and 20 yr and over-are seasonally adjusted independently using data from January 1967 forward.The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA(auto-reeressive, integrated, moving average) models chosen specificallv for each series. Each extended series is thenseasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagriculturalemplovment components are adjusted with the additive adjustment model, while the othercomoonents are adjusted with themultiplicative model. A prior adjustment for trend is applied to the extended series for adult male unemployment beforeseasonal ad1justment. The unemployment rate is computed by summing the 4 seasonally adjusted unemployment com-ponents and calculating that total as a percent of the civilian labor force total derived by summing all 12 seasonally adjustedcomponents. All the seasonally adjusted series are revised at the end of each year. Extrapolated factors for January-Juneare computed at the beginning of each year; extrapolated factors for July-December are computed in the middle of theyear after the June data become available. Each set of 6-mo factors are published in advance, in the January and Julyissues, respectively, of "Employment and Earnings."
(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components isfollowed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11 ARI MAprogram each month as the must recent data become available. Rates for each month of the current year are shown as firstcomputed; they are revised only once each year, at the end of the year when data for the foil year become available. Forexample, the rate for January 1980 would be based, daring 1980, on the adjustment of data from the period January 1967through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the officialprocedure, the results of this method will be identical to the official role at the end of each year when the most recentobservation is December.
(4) Stable (X-11 ARIMA method).-Each of the 12 labor force components is extended using ARIMA models as in theofficial procedure and then run through the X-11 part of the program using the stable option. This option assumes thatseasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages ofall the seasonal-irregular components for each month across the entire span of the period adjusted. As in the officialprocedure, factors are extrapolated in 6-mo intervals and the series are revised at the end of each year. The procedurefor computation of the rate from the seasonally adjusted components in also identical to the official procedure.(5) Total (X-11 ARIMA method).-This in one alternative aggregation orocedure. in which total unemployment andlabor force levels are extended with A RIMA models and directly adjusted with multiplicative adjustment models In the X-11Ipardt of the program. The rate is computed by takine seasonally adjusted total unemployment ns a percent of seasonallyajusted total civilian labor force. Factors are extrapolated In 6-mo. intervals and the series revised at the end of each year.(F) Residual (X-1 I A RIMA method). -This is another alternative aggregation method, in which total employment andcivilian labor force levels are extended using ARIMA models and then directly adjusted with muitiplicative adjustmentmodels. The seasonally adjusted unemployment level is derived by subtracting seasonally adjusted employment fromseasonally adjusted labor force. The rate is then comnuted by taking the derived umenployment level as a percent of thelabor fo rce level. Factors are extrapolated in 6-mo. intervals and the series revised at the end of each year.(7) 12-mo extrapolation (X-11 ARIMA method).-This approach is the same an the official procedure except that thefactors are extrapolated in 12-mo intervals. The factosr for January-December of the current year are computed at thebeginning of the year based on data through the preceding year. The values for January through June of the current yearare the sameoan the official values since they reflect the same factors.
(8) X-11 method (former rftfcmal wsethod).-The procedure for computation of the official rate Is uesd except that theseries are not extended with ARINA models and the factors are projected in 12-mo. intervals. The standard X-11 program

Methds f Ajunt'en.-Te X-1 AIMAmethod was develosed at Statistics Canada by the Seasonal AdjustmentandTims Srie stffundr te drecionofEstaea Bee Darum. The method is described in the X-11 ARIMA SeasonalAdjutmet Mehod byExtos Be Daum.Staistics Canada Catalog No. 12-564E, February 1980.Thestadar X-1 mtho isdesribd i X-1 Variant of the Census Method 11 Seasonal Adjustment Program, byJulis Siskn, lanYoug an Jon Mngrve Tecnical Paper No. 15, Bureau of the Census, 1967).
Source: U.S. Department of Labor, Bureau of Labor Statistics, December 1980.
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ThE EMPLOYMENT SITUATION: NOVEMBER 1980

EsPloy .. t rose ln Nov-b-r, and nneployaet me *bont nnch.nged, the Bnr.-D of Labor

Statistics nf the U.S. Depart"et of Labor reported today. Th. oneoploy"ent r te mes 7.5

percen.t, llttle dtfferent froa the rates nf the prior 3 -onthb

Totel -aploy .. t-.s ee nsred by the on~thly ..r,.y nf ho ... h.1da-m np by 220,000 ov-r

the aoth to 97.4 .11i...o Th. incre-se moa concentrated an nng dult -oe, h... eoplyoyet

hod declined in the prior 2 onths.

Roofasn payroll employ.ent-s easured by the soothly sunny of establissheots--dvsnced by

270,000 lo Novenher to 90.9 tillioo. Mch of the growth took plots in anufacturing jobh, which

increased for the fourth sooth in a ro.

Unemployment

Roth the nnhber of unemployed workers in Novehor, 7.9 million, sad the overall .nnsploy.ent

rate, 7.5 percent. ware hbout unchanged fr-a their October levels and have shown little svement

since August. These levels represented, howaver, a slight improvement fron the May to July

period. The nunber of unemployed persns in Noveaber ws 1.7 million higher than a year

earlier. (See table A-i.)

While the n-nber of. jobless workers on layoff declined by sbout 330,000 over the onuth,

there was an increase of 230,000 in the nnhber whose joh had been terainsted for other reasons.

Also, 150,000 fewar lahor force reentranet oe- looking for work. (See table A-7.)

Unemploy.ent rates for sart major worker groups in Novanher were shout the sune as in the

previons onth--adult mon (6.3 percent), adult women (6.7 percent), teenagers (18.7 percent),

whites (6.6 pe.cent), snd blacks (14.0 percent). After rising in October, the jobless rate for

person seek!ng pert-time jobk declined in November; the rate for those seeking full-time work
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h.e remained steady for several months. The onesployment rate for workers io monfactoring

indoutrias declined by half a percentage point to 8.8 percent. bowever, the jobleso rate for

workers in construction was habot unchanged over the month, after chewing improvement in

September and October. The rate for workhro in wholo.le and retail trade incre-oed 0.6 point

to 8.3 percent. (See tables A-1, A-2, and A-5.)

Total Employment and the Labor Force

Total employment increased by 220,000 to 97.4 million in November. This total wao still

sboot 560,000 below the February peak. The e-ployme.t-pepulotion ratio, at 58.3 percent, has

been about unchanged since July.

Table A. Major indicatoro of labor market activity, seasonally adjosted

Quarterly averages Monthly data I

Category i I . I Oct -

| 1979 I 1980 I 1980 I cbv.
I I I ~~change

____ __ II III I III oSept. Oct. ! Nov.
BOUSBOLD DATA

| I Thousand of person
Civilian labor force .......... . l03.2381104,701110$,0871105,0341105,18011o5,3201 140

Total esploy.eot..I....... l 97,2311 96,8931 97,0701 97,2071 97,1761 97,3961 220
Unemploy ent . 6,0081 7,8081 8,0171 7,8271 8,00s1 7,9241 -81

Not in labor force.. '385688 59,i031 59,3881 59.6331 59,7041 59,7621 58
Discouraged workers . 731! 9171 9691 N.A.l N.A.l N.A.I N.A.

I I I I I I I

| Percent of labor force
Unemploy ent ratest I I I I

All workers ................. ,, .I 5.81 7.51 7.61 7.51 7.61 7.51
Adult m .enI 4.21 6.41 6.71 6.71 6.41 6.31
Adult womenI 5.61 6.51 6.41 6.11 6.81 6.71
Teenagers . 16.21 18.01 18.51 17.51 18.41 18.7!
White . 5.11 6.61 6.81 6.51 6.71 6.61
glack and other . 10.91 13.41 14.01 14.21 14.31 14.01

.ispenic origin . 8.21 10.21 11.01 11.31 10.91 10.11
Full-time workers . 5.31 7.21 7.41 7.31 7.31 7.31

I I I I I I I
ESTABLISHMENT DATA F

I Thousands of lobs
Nonfarn peyroll employment ............. I 90,1861 90,4891 90,1311 90,

3 8 4
I

9
0,

6
1

2
pl

9 0
,88Opl

Goods-producing industries ............ 26,5551 25,7631 25,3171 25,476125,613p125,766p1
Service-producing industries .......... 63,6321 64,7261 64,8141 64,908164,999p165,114p1

i I I I _ I I

-0.1
I -0.1

-0.1
0.3

-0.1
-0.3
-0 .8

lisp268p
153p
115p

I Sours of vork
Average weekly hoors: | I I I I I I

Total private nnfarm ............... 35.61 35.11 35.11 35.21 35.2pl 35.3pI O.lp
Manufacturing ..................... I 40.11 39.41 39.31 39.61 39.6pl 39.7p1 O.lp
Manufacturing overtime ....... I 3.3! 2.71 2.6! 2.71 2.8pI 2 9pI O.lp

I I I I I I I
rpreliminary. N.A.-ont available.
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Most of the November gain took place *mong adult women, whose employment rose by about

200,000, following two consecutive monthly declines. Over the year, employ eot of adult won

has rises by 700,000, while that for adult ien and teenagers has fallen by 290,000 and 560,000,

respectively. (See table A-1.)

The civilian labor force participation rate, at 63.8 percent, was identical to those of the

prior 2 months. At 105.3 million, the labor force was 1.6 million above a year earlier but has

shown little growth in the past 6 months. Molt wanes accounted for three-quarters of the

over-the-year increase.

Industry Payroll Employment

The somber of employees on nonagricultural payrolls rose by 270,000 to 90.9 million In

Nove-ber, the fourth consecutive monthly advance. Since July, the nusber of payroll jobs has

increased by ware than I silli.s but was still 300,000 below the February peak. (See table

b-1.)

Manufacturing and construction continued to show inprovenent in November. Factory

employment rose by 105,000, with increases widespread throughout the durable and nondurable

goods sectors. In durable goods, the largest gains were registered in primary metals, electric

and electronic equipeent, and transpertation equipent. In nondurables, apparel was the biggest

gainer. Despite recent growth, the number of manufacturing jobs was nearly 900,000 below the

peak registered in June i919.

Construction employment rose by 35,000 in November. Although construction jobs have grown

steadily since July, the number was 275,000 short of the January peak. An employment increase

of about 15,000 in mining was accounted for by the settlement of a labor-mnagement dispute.

Employment growth continued in the service-producing sector, with a November gain of

115,000. Most of this increase occurred in the services industry, which has risen by 330,000

jobs oince June.

Hoors of Work

The average workweek for production or monsupervisory workers on private nonfarc payrolls

edged up 0.1 hour to 35.3 hours in November. Weekly hours ware up 0.4 hour frow July but were

still 0.4 hour bolow December's pre-recesoion high. The manufacturing workweek edged up 0.1

hour over the month and was O. hour above the July level. Factory overtime also rose 0.1 hour

in November. (See table B-2.)
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The index of aggregate weekly hours of production or nonaspervisory worker on private

roofars payrolls rose 0.6 percent in Noveober to 125.1 (1967-100), following a 0.4 percent

increase In October. The index has Increased by 2.6 percent since July but was still 1.6

percent below its January peak. The nanufacturiog Index was up 1.0 percent over the aonth.

(See table B-5.)

Hourly snd Weekly Earnings

Average hourly earnings of production or noonuperviaory vorkers on private nonfars payrolls

rose 1.2 percent over the oonth snd 8.8 percent over the year (seasonally adjusted). Average

weekly earnings were up 1.5 percent froi October snd 7.9 percent finn November 1979.

Before adjustment for seasonolity verage hourly earnings rose by 5 cents over the nonth to

$6.91 and 57 cents over the year. Average weekly earnings were $243.92, up $1.76 over the wonth

snd $18.22 froi a year earlier. (See table B-3.)

The Hourly Earnings Index

The Hourly earnings Index--earnings adjusted for overtime In manufacturiog seasonality,

snd the effects of changes in the proportion of rkers in high-wage and low-wage

industries-was 260.3 (1967-100) In November, 1.0 percent higher than in October. The Index was

9.7 percent above November a year ago. 1 dollars of constant purchasing poeer, the Index

decreased 2.6 percent during the 12-sooth period ended in October. (See table B-4.)
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Chart 1. Civilian labor force and employment
(Seosonally adjusted)
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Chart 2. Unemployment rate--all civilian workers
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Chart 3. Civilian labor force participation rate
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(Seasonally adjusted)
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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
65,000 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 millior
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 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 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. 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 varlabllty
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 293,000; for total unemployment, it is 185,000;
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 nih,
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 .23 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 $2.75
per issue or $22.00 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 A through I 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 L
through Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A.1. Employment status of the population by sex and age

I 906. I OCT. F NOV. Ins~v. F JOLT [ 604. 

1

6ET l.
1

O T-u1 19w 14980 1 [ 0 190 19 1 198 0. 1983

T.,.,A.05.3..tI0.PMO" ..... ........ 164,182 61.7005 11.7201 1-64.62 1-6.91 16..578 166.89 1617.009 167.20
. .. ............................ 2.092 2.121 2.1109 2.062 2.099 2.114 2.121 2. 121 2 .119

................ 162.589 166.886 165.082 162. TT 106.293 164. 46616.6 164.886 165 .082
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48.4 90.1 489.2 67?.8 61.7 47. 47.7 47.5 41.6

.... ........:........... 2.830 3.473 3.340 2.920 3.503 3.'301 3.182 3.485 3. 439
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A-2. Emp 9mnt status of Ithe populationi by rame, Ie.ed age

1979 190 1000 1979 1000 180 198. 98 38

T 4..l.TlW3.400 ~..2..144.10........I" 1 145.086 145.995 144.101 345.300 14.9,I30 145.407 145.048 115.9990. .... . ...... 1.44 1.438 1 .63. 1.64 1.639 8,630 1.676 3.638 1.630Q,0~~, ~~,6.*~a67~~0 88T~~i0~4 . 142.461 4.014 I 144.359 142.44~1 143.770 14-.00 34. 0511 144.211 14.354
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HOUSEHOLD DATA
Table A-. Selete Iemployment indicators

HOUSEHOLD DATA

W0I W09. 90. .1L -4. ET. OCT. 867.
197 19DO 7979 1900 1980 I7980 1980 1900

- - - -0 -------------- 97.93 97.0071 97.608 9-.99 97.000 9 7. 29 9I I .9

15. 001 16.3 79 31 1571 8.6 550 576 1.9
1066 1.76 7,7 1.4 113 11.18 70950 8.9

4.9.2 17 77.9~~~~~~~~12 18.4 12 4.912 12.382 72.2133 1.56 2.55 1.4
08.,2002n,9170, 18.S81~I: 35 85. 509 10.9631 1014 1006 1.16 1.4 7.1

12. 808 12.054 82.099 19.045 17.9773 62.917 8286 2.5

W082177, 7.370 1.337~~~~~~~~~~~~I 1. 21.2 1.269 1.610 31.31 . .9

173179060 07. 502 07.39~~~~~~:25 07.020 86.607 106.7 508 2 8609 06.50 86.701

.................. 71.950 7164 712.66 .o 70647 7103079 0.4 .1.06
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8880380 65 0085'~~~~~~~~5 ' 29 '1. ~ 217'
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. . .. ......... 19..512.13. 325 8.8228 1.692' 1 2.644 1 33 12.6 2004 2.1 8
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.............. ..020 o5 ,0 6 3....3.57 . 5.8 5. 08 . 7.6 7. 760 .

649.323.7.2. 7.778*0. 4 80.6,7,.76.. DO. 9 * 03207 9.4 6, . .. 2. .123 11 .. 5

7,....,.po5003.41374.708.976~~~~,7D. 7 7. 7.2. .9 96 95 . .

3.3 P,~.5d40,.7,...0..74 40.,.3,46...k.0 40329' P787 P*5I
89.44 0808 863 202 8917. 78 8089, :,5 0 227 7 2. 0 2 01. ."
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93

HOUSEHOLD DATA

_T~bbl& Major UGLY tployment Indicatorsg maclay adjusted

HOUSEHOLD DATA
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22___~~~~~~~8 36*.034..... .... ..¢ 533 850 929 930 6.093 3 .320
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Table Ag7. Reason for unernploymotl

um0nn m. oh-wQ

HOUSEHOLD DATA

_0O. NOV. NOV. JUIY UG. SEPT. OCT. N.
1979 1980 8979 1980 s98 o 8988 1900 9.03

64*6. 255 .90 2.7T29 4558 4.6 .43 237 .?
5~uk6,2-oSS9855 1.21l7 509e297 . 1.9755 1.6 L 8.80 8.727 1.3sT
09..066 . 1. 73I 2.083 8l.42 25 0.66 2.6 8 71080066. o0 904 845 057 897 842 65 NOB

_ h. .... 1. 600 1.69 I .6 98 1 .868 I 8.95 1.8t7 2.605 8.896
..... ...... 667 033 736 930 8,7 856 86 982

0......................... 10.* 100.0 100.0 100.0 100.0 100.0 800.0 100.0.6k_ .. 68.0 52.1 45.4 55.5 5..6 56.0 52.7 92.0
" . .......................... *14.8 I.3 L6.4 24.0 20.1 22.6 28.5 87.r
..6 ..30.0 8 5.8 28.9 31. 5 33.5 531. 2 39.0

8...... 4.5. 12. 1 14.8 10.4 81. 189 8.8 1.
N__ a.295. 24 .7 28. 1 22.7 23.6 22.7 7 295 26.2

88.6 18.8 12.3 81.~ ~ ~~~~~3 18.6 10.8 1. 18.5

QaflL. L ro

............................. 2.5 3.7 2.6 4.3 6.2 4.3 4.0 3.9

................... .8 .7 . . .8 . .9

Table A.8. Urnmploymm.t by sex and ag^ seonally adjusted

e- ~ ~ C

_9N. 9OV. 809. JULY *06. SEPT. OCT. NV.
8979 8960 1979 1900 19S0 9580 9800 190
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0.. . . 2.058 3. 578 11. 16 84.6 80. 86.7 1.86 60............... 1.2 8.704 15. 89.0 89.1 17.9 88.4 88.

. ......... 6.2 810 17.0 2 0. 22.8 15.9 08.0 2L.0
8T30 . .011 a 90 o 4.7 17.7 16.6 1S.8 86.0 86.0

....................... 1.346 8.874 0.0 82.3 11.q 11L.9 12.5 12.1
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s.. . .. ... . 3 672 2.7 3.5 3.6 3.4 3.3 3.2

.388fld0 . 3.126 6.400 5.2 7.0 7.7 7~~~~~~~ ~~~~~~~~~~~~~~~~~~~.7 7.5 7.6
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.. . .............................. s140 2.004 3.6 6.8 5.7 6.2 5.s 5s.

T............................. 237 208 2.6 3.9 . .3 3.2 3.1

88y..w*..... ... 2.920 3.439 6.6 7.0 7.6 7.1 7.a 7.7Is . . ................. 1.377 1.519 11.0 8.3.6 12.0 82.0 12.8 3.88w S~~~~~~~~~~ps.7~~~~~~23 737 16.1 L1. 17.8 16.3 86.6 7.
T 80 . 1. 12 347 16.7 20.9 20.7 18.3 19.6 20.5

C 8,.90 088 I 1 75.5 16.8 89.0 15.8 15 ow20m6.654.......782..... 9. 3 1:1. 97 18 .8 10'.6 3.Is T4- 1.526 1.982 4.7 5.7 9.7 5.3 T.0 5.7
384y.1 .. .339 1.699 5.0 6.2 6.2 5.8 6.5 6 .8
*8.sd n . ... ... 16l6 191 2.9 6.8 3.0a 3.2 0.3 3.0
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HOUSEHOLD DATA

Tobb A-9 EOwlynu Mta of 7h bb kd 1Hbpd.o. ppn

8O 8 0.

HOUSEHOLD DATA

"V. I ov. fV UL ; SEPT. IT. DV.
1979 1W 1S7W I I 1980 80 1 1W 19Wo

W17.11 17. 979 17.I803 17.84 83,477 87¼989 ~17.49 8 .
. _ ..... .0..... .. 0.. ... 37.6 07 0.8 0 723 80 .72 10.690 10.I73 10.729............ ................ . *7 .X . r 0 73 t o^ o w < ^... ........ 0.0.. .. .0 0 - 81.9 01.1 01.0 68.2 .8.0
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.. ~ ~ ................. ..2.......8... 63 . .7. 63.3 82.7 82.9 63.6 89.34.537 9.;00 4.60 ..93Z 8.998 8.9Z2 4.980 9.108
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HOUSEHOLD DATA HOUSEHOLD DATA
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T.bl. B-1. Employ on non- o.19o.I p.1o1. by indunay
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TUbI. B-2. Atorg. wookly hour of producio or.... nosp-rVitr wora. o privato

ongricultural payrolls by iduutry
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Tabl. B.3. A-.r. hourly .nd waokly anngof production ornnprvsry .rl.o prions
poarn~to.V par1ll by indatry
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....... .......... 7.03 7. 736 7.70 7.77I -7.2 0388. 33 207.0 280.07
O...0020840.08 7.08~~........... s S.0,6 8. 52 0.60 332.5* 309.60 ' l 35I.73 350.6
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ESTABLISHMENT DATA

T.bl. B-4. Hourl enings index for predoctien or n.ns. p-roio.r. workers on priest.
niooegricoorsl poyrolls by indouory divixie. -enonelly edjoeted

ESTABLISHMENT DATA
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ive soch informsation to persons ootside those organiestions.

PRODUCER PRICE INDEXES--NOVEMBER 1980

The Prodocer Price Indec for Finished Goods moved op 0.6 percent from October to
Novenher on a seasonally adjosted basis, the Boreaw of Labor Statistics of the U.S.
Departmet of Labor reported today. The November increase followed a 0.8 percent rise in
October. Prices for interrdilte (semifinished) good5 moae 1.0 percent, aboot the *ae as
in Octnber sod subotantially mare than in September. Crode material prices advamand
1.1 percent, soewhat less than in either of the 2 previonus month. (See table A.)

Table A. Percent changes fros preceding aonth in selected stage-of-processing
price indexes, seasomally adjusted*

I I Finished goods I Intermediate goods I Crude goods

I I i__ _ _ _ _ _ _ _ __ I _ I
IFI I I I Ponds Foodtffsl I

I I Total IConsomorl Other I Tntal | and I Other Total I and 1Other I
I Month I I foods i I feedsjf I I feedstuffsl I

INOV. 19791 1.2 I 1.9 .1| 1.0 I 0.9 . -0.3 I 0.9 I 1.3 I 1.0 | 1.7 7

IDec .. I .81 .3 1 1.11 1.11 .31 1.2 1 1.11 .2 1 2.2

Jan. 19801 1.6 1 -.9 1 2.4 1 2.7 1 -2.6 1 3.0 1 -.7 1 -3.8 1 3.2I
IFeb- .. I 1.4 1 -.46 2.0 2.0 .01 5.61 1.81 2.7 _2.2 13.31
Mar. I 1.4 1.0 1.51 .51 3.11 .71 -2.11 -2.7 |1.41
Apr. . .61 -2.8 1.61 .11 -2.71 .31 -3.5 1 -6.1 I -.51
1May .... |.3 I 0 | .4 1 .4 | 6.1 I .1 I 1.3 1 2.4 I 0 I

1June .... 1 .7 | .7 1 .7 I .8 1 0 I .8 | .4 I 1.1 1 -.5 I
IJoly .. . 1 1.7r1 3.9r1 I.SrI .9r1 4.2r1 .7r1 6.3r1 9.0 3 3.3rl

IAS g. I 1.4rl 4.3rl .5rI .8r1 8.7rl .3rl 5.6r1 9.0 1 .7r1
Sept . I -.21 -.21 -.1 1 .61 .9 1 .5 1 1.31 _.4 1 3.3
Oct. I .81 .51 .91 .91 6.0 1 .61 1.9 1.5 12.5 1
Nov .6 5 7 1.01 1.71 .91 1.11 .6 11.81

I I I II I I

1] Intermediate materials for food mansfactoring and feeds.
5 Data for Joly 1980 have been revised to reflect the availability of late reports

and corrections by respondents. For this reason, ome of the figures shown above
and elsewhere in this release may differ fro. those previously reported.

r- revised.
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Among finished goods, price increases slowed for motor vehicles and a broad range ofcapital goods. Consosr food pricen rose 0.5 percent for the second connecotive month.
In contrast, the finished energy goods loden torned op after edging lower in most months
since last spring.

Before seasonal adjont-ot, the Producer Price Index for Finished Goods moved op0.4 percent to 253.2 (1967-100). Over the year, the Finished Goods Price Index rose
11.9 percent. From November 1979 to November 1980, prices for conrwur foods increased
7.1 percent, the finished energy gsods, index advanced 28.1 percent, finished consoser goodsother than food and energy climbed .11.0 percent, and the capital eqoipsent index was op
11.3 percent. The Producer Price Index for intermediate goods was 12.4 percent higherthan a year ago, and crode mster-la prices rose 16.1 percent over the year.

Table B. Percent changes in tinished goods price indexes, selected periods
5

Changes from preceding m-onth, seasonally adjonted IChnge in I
I I I~~~~~~~~~~~~~~~~ finhed

I I I I Finished consueor goods excloding foodsigoods from I
I I ICapitnl IFinishedl 1 12 mionths I

M Month IFinishedl equip- Iconaoserl - r I ago |
I I goods I wet I goods I Total I Durables I Nondorables -(unadj.)

|NOV. 19791 1.2 jTT 0 j 1.4 j 1.1 j 00
Dec ..... .81 .91 .9| 1.21 1.2 I 1.2 | 12.6

Jan. 19801 1.6 1 1.6 1 1.6 1 2.9 I 3.4 j 2.7 i 13.1
Feb .. 1.4 1 .7 1 1.7 | 2.8 1 2.0 I 3.2 | 13.3 IMar..l 1. 41 .9 1.6 1.81 -.8 1 3.3 1 14.1 1
Apr .. I .61 1.8| .I1 1.5 1 .3 1 2.1 | 13.8 1
IMay .... I .31 .21 .41 .5 1 -.1 1 .9 1 13.6 1IJune ... I .7 1 .7 1 .7 I .6 1 1.3 1 .3 I 13.7 1iJuly .. l 1.7r 4 1.4r 1 8r I .8r 1 1.6r 1 .5r i 14.3r 3
Asg.. 1 .4r .8r 1.6r I 1 .4 I 14.6 6Sept .... -.2 I -.1 i -.2 1 I - -. 1 0 1 12.8

10ct .. .81 1.41 .61 .6I 1.2 1 .2 I 12.5
1NOV .. I1 .6 1 .6 1 .76 1 .7 1 .2 1 11.9

Data for Joly 1980 have been revised to reflect the availability of late reportsand corrections by reapondents. For this reason, som of the figures shown above
and elsewhere is this release moy differ from those previously reported.

r- revised.
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we n1 hed oods

Fnished consuoer eods The Producer Price Index for finished consumer goods
advanced 0.7 percent in Novenber on a seasonally adjusted basis, following a 0.6 percent
increase in October. Prlces for finished energy goods advanced 1;3 percent, after falling
0.4 percent in both Septenber and October. Gasoline prices limbed 1.7 percent, after
declining for 5 consecutive months; hone heating oil prices rose 0.9 percent, following
2 months of sa-I decreases.

Prices for consumer foods increased 0.5 percent for the second consecutive month.
The largest advances occurred for pork, cereal and bakery products, dairy products, peanut
batter, confectionery end products, fresh fruits and vegetable., pecans, vegetable oil end
products, and fish. Prices declined for beef and veal, processed poultry, and packaged
cocoa. Refined sugar prices were virtually unchanged, following a 23 percent jump in
October.

The inden for finished consumer goods other than foods and energy increased 0.6 percent,
somewhat less than the 0.9 percent upward mevement in October. This deceleration was accounted
for by slower price increases for passenger cars, which rose 0.7 percent after a 3.4 percent
increase in the previous onth, when 1981 models were introduced. Prices turned down for gold
jewelry, disposable plastic dinnerware, and tires and tubes. In contrast, increases accelerated
for beverages, cosmetics, tobacco products, and prescription drugs. Hoe electronic equipment
prices advanced steeply, following several months of minor changes. Prices for over-the-counter
druge climbed rapidly for the third consecutive month.

Capital equipment The Producer Price Index for capital equipment rose 0.6 percent,
after increasing 1.4 peftent a month earlier. Prices for motor vehicles advanced ouch
less than in October. Price increases also slowed for several other capital goods,
particularly comeercial furniture, railroad equipment, construction machinery, chemical
industry machinery, generators, industrial material handling equipment, snd oilfield
machinery. Prices for aircraft, transformers and power regulators, pumps and compressors,
and hand tools moved down, following substantial advances in the preceding month.

Intermediate materials

The Producer Price Inden for Intermediate Materials, Supplies, and Components
registered a 1.0 percent seasonally adjusted increase in November, about the same as the
0.9 percent rise in October. The intermediate energy index rose 1.7 percent, following
a smell decline in October. The upturn was almost entirely due to large advances for
residual fuel oil and liquefied petroleum gas; other energy prices were virtually
unchanged.

The intermediate foods ad feeds index also increased 1.7 percent; this was
considerably less than the 6.0 percent surge in the previous month. Most of the slowdown
was caused by a ouch smaller price increase for refined sugar for food manufacturing.
Flour prices turned down following 6 months of steady increases. On the other hand,
prices torted up sharply after falling in the previous month for animal fats and oils and
refined vegetable oils. Prices for feeds and crude vegetable oils also were higher.

The index for intermediate materials less foods and energy rose 0.8 percent for the
second consecutive month; in contrast, this index had registered average monthly increases
of 0.4 percent during the 7 months ended in September. In November, prices for
construction materials and nondurable manufacturing materials advanced more than in

l
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October, but increases slowed for durable manufacturing materials and manufacturing components.

The construction materials index moved up 1.1 percent, following a 0.5 percent increase
in October. Prices advanced for plywood, miliwork, fabricated structural metal products, and
building paper and board. Prices for softwood lumber, gypsum products, plastic construction
products, and insulation materials towed up after falling the month before. Oc the other hand,
asphalt roofing prices declined for the fourth consecutive manth.

The nondurable manufacturing materials index also rose considerably more than in the
preceding month. Prices for inorganic industrial chemicals advanced even more sharply than
in recent months, and prices for plastic resins and pharmaceutical materials moved op after
little or no change in October. The indexes for paper, paperboard, gray fabrics, processed
yaws and threads, and inedible fats and oils continued to increase substantially.

The durable manufacturing materials index increased 0.8 percent, following a 1.4 percent
jump in the previous month. This slowdown was mostly due to lover prices for gold, silver,
jewelers' materials, copper, lead, and tin. Hoever, prices continued to increase substan-
tially for finished steel mill products, aluminum and aluminum shapes, aic, and flat glass.

The manufacturing components index edged up 0.3 percent, considerably less than in moat
recent months. The deceleration resulted chiefly from smaller increases for motor vehicle parts,
electronic components, and bearings. In contrast, prices advanced more than in October for
internal combustion engines, builders' hardwar, and stationary fans and blowers. Among othar
intermediate goods, large increases occurred for photographic supplies, glass containers, and
mining machinery parts.

Crude materials

The Producer Price Index for Crude Materials for Yurther Processing increased 1.1 percent
in November on a seasonally adjusted basis, following a 1.9 percent rise in October. Although
crude energy prices moved up about as much as in most recent months, other crude materials
advanced considerably less than in October.

The index for crude foodstuffs and feedstuffs rose 0.6 percent, following a 1.5 percent
climb in October. Prices for raw cane sugar and wheat dropped after rising dramatically in
October. Prices for cown, cocoa beans, and live poultry also moved down over the month, and
the soybean index increased mach less than in most recent months.

The index for crude nonfood materials less energy moved up 2.2-percent, after rising
3.8 percent in October. Nonferrous scrap prices moved up less than in either of the previous
2 months, and iron and steel scrap prices fell after 3 months of rapid advances. Wastepaper
prices also turned down. The hides and skins index advanced substantially, although not as
mach ae in October. R.a cotton prices turued up after falling in the previous month. Higher
prices were also registered for nand and gravel.

Prices for crude energy materials moved up 1.6 percent, about the s-me as the 1.8 percent
rise in the previous month. Natural gas prices continued to rise substantially. Coal prices
climbed 1.4 pe rcent, the largest monthly advance since April 1978. Crde petroleum prices were
virtually unchanged.

Upcoming Revisions In Stage-of-Procenoing Indexes

Beginning with January 1981 data to be released on Pebruary 13, Producer Price Indexes
at all stages of processing will reflect updated industry input-output relationships and
improved classification of some products. The text and tables 1 snd 2 of this release are based
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on stage-of-processing data, developed from PPI connodity indexes regrouped into various
categorica -- crude, intermediate, or finished goods -- according to the latest available
input-output values. (For a definition of the major stage-of-procesaing categories, see
"Brief Explanation of Producer Price Indexea," on the next two pages of this release.) The
new stage-of-processing relationships will be based upon 1972 input-output tables prepared hy
the Bureau of Economic Analysis, U.S. Department of Comeerce. Since January 1976, stage-of-
processing indexen have been based on relationships from the 1967 input-output tables.

The most significant reclassification will be reflected in the Finished Goods Price
Index and in the Crude Materiala Price Index as a result of a change in the allocation of the
natural gas index (PPI co-modity code 05-31). Until now, the entire weight of this index has
bhen allocated to the stage-of-processing lnden for crude fuels. However, approximately half
the weight of this index will be allocated to the stage-of-processing index for consumer non-
durable goods excluding foods, since households porchase natoral gas in an essentially unprocessed
forth In addition, the Finished GUods Price Index will no longer incorporate weights reflecting
the value of shipments purchased by the government or exported, since these categories do not
fit the existing components of the Finished Goods index--finished consumer goods and capital
equipment. New input-output tables are sufficiently detailed for the first tine to permit the
separation of weights for government purchases and exports, for which prices have not been
collected.

Revised historical stage-sf-processing indexes from January 1976 through December 1980
will also be released February 13 to reflect the updated stage-of-proces.ing relationships and
reclassifications, as well as the separation of the weights for government purchases and exports
fron the Finished Goods Price Index. Previously reported indexes for individual comsodities and
co-oodity groupings will not be affected by these revisions.
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers of commodities in all sages of processing.
These data were previously presented as the Wholesale
Price Index. The name 'Producer Price Indexes is
now being used to reflect more accurately the coverage
of the data. The sample used for calculating these in-
dexes continue so contain nearly 2.800 commodities
and about 10.000 quotations selected to represent the
movement of prices of all commodities produced in the
manufacturing. agriculture. forestry. fishing. mining.
gas and electricity. and public utilities sectors. The
universe includes all commodities produced or im-
ported for sale in commercial transactions in primary
markets in the United States.

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fabrication
ite.. finished goods. intermediate or semifinished

goods. and crude materialsl. The commodity structure
organizes products by similarity of end-use or material
compositton.

Finished goods are commodities that will not under-.
go further processing and are ready for sale to the ulti-
mate user. either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goodsl includes commodities such as motor
trucks. farm equipment. and machine tools. Finished
consumer goods include foods and other types of goods
eventually purchased by retailers and used by con-
sumers. Consumer foods include unprocessed foods
such as eggs and fresh vegetables. as well as processed
foods such as bakery products and meats. Other
finished consumer goods include durables such as
automobiles, household furniture. and jewelry, and
nondurables such as apparel and gasoline.

Inirnmediate mauerials, supplies. and components are
commodities that have been processed but require
further processing before they become finished goods.
Examples of such semifinished goods include flour.
cotton yarns, steel mill products, belts and belting.
lumber. liquefied petroleum gas. paper boxnes. and
motor vehicle parts.

Crude materials for further prcessing include prod-
ucts entering the market for the first time which have
not been manufactured or fabricated but will be proc-
essed before becoming finished goods. Scrap materials
are also included. Crude foodstuffs and feedstuffs in-
clude items such as grains and livestock. Examples of
crude nonfood materials include raw cotton. crude
petroleum, natural gas; hides and skins. and iron and
steel scrap.

FINSM soon ~~INIRNMItAT! MATUflA, cam O sAns
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For analyrs of gral price trends. stage ot processang
indexen are more useful than commodity grouping indexe.
This Is because commodity grouping indexes sometimes
produce exaggenated or misleading sigials of price changes
by reflecting ths same price movement through various
stages of processing. For example, suppose that a price
rise for steel scrap results in an increase in the price
of steel sheet and then an advance in prices of automo-
bilen produced from that steel. The AU Commodities
Price Index and the Industrial Commodities Pnce Index
would reflect the same price movement three times-once
for the steel scrap. once for the steel sheet, and once for
the automobiles. This multiple counting occurs because
the weisthting structure for the All Commodities Index uses
the tdtal shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobila prices.
the Intermediate Materiala Price Index would reflect the
steel sheet price change. and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

To the extent possible, prices used in calculating
Producer Price Indexes apply to the first significant cam-
mercial transaction in the United States, from the produc-
tion or central marketing point. Price data are generally
coUected monthly, primarily by mail questionnaire. Re

spondents are asked to provide net peicme or to provide
all applicable discounts. BLS attempts to base Producer
Price Indexe on actual transaction prices; however, list
or bcok prices are used if transection prices are not
available. Most prices are obtained direcdy from pro-
ducing companies on a voluntary, and confidential basis,
but some prices are raken from trade publications or
from other Govemment agencies. Pric generally are
reported for the Tuesday of the week containing the 13th
day of the month.

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling 'alue
of all commodities as of 197-2 The detailed data are
aggregated to obtain indexes for stage of processing
groupings commodity groupings. durability of product
groupings, and a number of special composite groupings.
Each index measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example. is shown as 1850. This change
can also be expressed in dollars, as follows: 'Tse price
of a representative sample of finished goods sold in
primary markets in the United States hasrnsen from S100
in 1967 to SI85."

A Note about Calculating
Index Changes

Movements of price indexes from one month to another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of the index in reiltion so its base period.
while percent changes are not. The box below shows the
computation of index point and percent changes.

Percent changes for 3-month and 6-month periods are
expressed as annual rates that are computed according to
the standard formula for compound growth rates, Thes
data indicate what the percent change would be if the
current rate were maintained for a 12vmonth period.

A Note on Seasonally
Adjusted Data

Because price data are used for different purposes by
different groups, the Bureau of Labor Statistics publishes
sasonally adjusted as well as unadjusted changes each
month..

For analyzing general price trends in the economy,
seasonally adjusted data usually are preferred because
they eliminate the effect of changes thet normally occur
at about the same time and in about the same magnitude
every year-such as price movements resulting from
normal weather patterns, regular production and marketing
cycles, model changeovers, seasonal discounts, and holidays.
For this reason, seasonally adjusted data more clearly reveal
the underlying cyclical trends. Seasonally adjusted data ore
subject to revision when seasonal factors are revised each
year.

Tse unadjusted data are of primary interest to users
who need information which can be related to the actual
do!lar values of transacrions. Individuals requiring this
information include marketing specialists, purchasing agents,
budget and cost analysts, contract specialists, and com-
modity traders. Unadjusted data generally are used in

escalating contracts such as purchase agreements or real

estate leases.
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Table 1. Producer price indexes and percent changes by stage of processing
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Table 2I Producer price Indexes end Percent changes for selected commodity
groupings by "ag of processing
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;Table 2. Continued-Producer price Indexes and percent changes for selected commodity
grouplnga by stage of processing
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Table 3. Producer price indexes for re!ected commodity groupings1
( 1967=1.0)

Unadjusted in-nex |

Croupinq July 1980 ?/T Hov. 1980 2.i

All CtsZdities .. .270.4 278.4
All Ccenoditieu (1957-59=1001 .......................... 286.9 295.4

MAJOR COMMODITY GROUPS

Faro products and processed foods and feds .. . 26.6 250.1
Fare products..254.3 264.9
Procsc ..ed f.oods and fe. 241.5. 251.5

Industrial co-noditie .1 276.2 782.7
Tex.tile products and appar . . 184.7 1 109.3
Aid, sties, .leahe, and relte prdcs/ 245.51 255.5
Fuels and related products and power, I/ .. . 585.5 597.6
C leca and allied products / .................. 263.3 266.9
Ru~bber and plast~ic products..........218.8 223.0
Lerhr and wood products.. 289.2 8 z29J34
Culp, oaoer. nPd allird productso d 251.7 255.5
Metals and metal prodcts.. . 22.5 290.7
Ilachinery and eqirn .245 247.7
Furniture and houschold durale, .18.5 0 190 4
Anneotallic ninera1 produc t . .284.8 218.4
Tranrportation equipment (Dec.. 1968n100 . . 206.2 216.0
Miscellaneous pro duct . .261.7 263.8

Industrial comnodities less fuels and related i
products and power .243.9 249.8

OTHER COMMODITY GROUPINGS

01-9 Other darn prducts. .292.4 296.6
02-I Cereal nd bakeryproducts . . 234.7 245 4
02-2Mat, -outry and fs .248.5 250.8
02-5 Suqor and co nfectionery...313. 403.4
02-6 Severaqos and beenraqe il ........mati . .234.6 238.1
02-63 Factqed beneraced materials..356.7 338.4
02-7 Fats and ..oils........ 226.9 237.9
04-4 Otter leath. r and related p;oducts . . 2175 222.6
05-3 Gsfuels I/ .. 762.1 826.5
05-7 Refined petroleum preducts J'. 693 . 6896.8
06-3 Druos and ph armac eutic als. .175.7 11.1
06-5 AricuturIal chemicall and products . . 258.7 260.4
06-7Other chemical and allied products ... :.. . 228.5 232.6
07-1 Rubber and rubber product . . 239.0 245.8
07-Il Crude rubbe.I ...... . 263.4 270.0
07-13 Miscellaneous rubber products.229.3 236.0

_09-1 Pulp, paper and products. *xcludinq buildisq
- paper and board 252.9 256.7
09-15 Converted paper and papeboard product . . 241.2 243.8

10-13 Steel mill products. . 301.0 309.5
10-2 Nonferrous meta ls.292.6 1 311.1
10-4 Hardware. 242.6 247.9
11-3 .letalwor.inq machinery and equipme . . 278.0 - 283.7
11-4 General purpose machinery and equipment . . 266. : 273.2
11-7 Electrical machionry and queqiPmen t ... 2817 2707.4

13-2 Concret inredits ......... 275.9 278.5149 Miscellaneous machinery and equipment . . 238.6 238.)
154 P Mototr nehico aed ... u pe.qut ipnd tu.P.i .. .. 208.6 268.071

15-9 Other mi.cell aneous products .................... 70.9 368.2

.1' Indexes for these comeodity qroupinqs are net included
in Table 2 because their conponents are di-ided amcnq different
staqes of processinq.

I, Data for July 1980 haxe been reni sed to reflect the
anailability of late reports and corrections by
responldents. All data are subject to renision 4
mooths after oriqinal publication.

/1 Prices of some items in this qroupinq are laqqed I month.

4V The October 1980 Producer Price Index for leather (coomaodity
code 04-2) shown in last month's release was found to be
substantially in error and has therefore been withdrawn.
The crrected October PPI for leather will be available
when October indexes are routinely revised and released
on March 6, 1981. Major stage-of-processing indexes for
October were not affected by this mistake.
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Chart I
Finished Goods Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasonally -adjusted)
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Chart 2
Intermediate Materials Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Chart 3
Crude Materials Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Senator BENTSEN. With the numbers that you have given us, can
you tell what stage of the business cycle we are in?

Ms. NORWOOD. I think we are certainly moving out of the recession.
I think to look further ahead than that depends, as you yourself said
at the beginning, on what happens to interest rates and what effect
that might have on our economy.

Senator BENTSEN. Are the November employment figures consistent
with the other numbers that you have on the economy's performance?

Ms. NoRwooD. Yes, I believe they are.
Senator BENTSEN. What's happening on these lower unemploy-

ment figures on automobile workers? Are they being recalled to work
in the automobile industry? Or do you think they might be going into
other lines of work?

Ms. NORWOOD. I think there are two things that are happening, Sen-
ator. One is that the number of people on layoff-that is, waiting to
be called back to work-has been reduced considerably this month. So
I think that, in automobiles and in steel in particular, the number of
people on layoff has probably been reduced.

In addition the data that we have refers to the prior employment of
the workers. The fact that there's been a steep reduction in the unem-
ployment rate for automobile workers, doesn't necessarily mean that
they have been called back to work in the automobile industry. People
who before their unemployment had their last job in the automobile
industry, had an unemployment rate in May of 29 percent and now
have an unemployment rate of 14.9 percent. That's quite a steep reduc-
tion. It's still a high rate, but it's quite a steep reduction. Some of them
have gone back to work in the automobile industry, and many of them
are probably employed in other industries.

Senator BENTSEN. Well, turning to the reduction in unemployment
in manufacturing, do you find temporary factors at work? Or do you
think a more lasting change has occurred in that sector?

Ms. NORWOOD. I think that what we're seeing
Senator BENTSEN. I'm thinking about remodeled cars, for example,

coming along and the activity of the showrooms for that. Is that pos-
sibly the type of temporary factor that is bringing this about? Or do
we see something more substantial and long-lasting than that
happening?

Ms. NORWOOD. The automobile industry I think is particularly diffi-
cult to analyze at the moment, in part because we don't know what
the effects of higher interest rates may be on the future automobile
sales. But I think that in general the over-the-month increase of some-
thing like 100,000 jobs in manufacturing is a very positive sign. Most
of that is in durable manufacturing, and that shows that we are mov-
ing forward, not necessarily in the automobile industry, but in general
in the manufacturing processes.

We have also had a rather interesting situation in that even during
the recession, since January, we have had continuing slow increases in
employment in the service-producing industries, and that is still con-
tinuing.

Senator BENTSEN. You've had increasing what?
Ms. NORWOOD. Increasing employment, even since January, in the

service industries.
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So that what we've had is a deterioration of the economy, particu-
larly in the second quarter of 1980, which hit construction and durable
manufacturing in particular. But during that period, for most months, I
employment m the service sector was still continuing upward.

Senator BENTSEN. With high inflation continuing to erode family
purchasing power, do you see an increase in the number of members of
the household seeking work?

For example, in the past we have seen more women seeking work,
more wives seeking work, to try to counterbalance what's happening
to the family budget because of inflation. Do you see a continuation of
that? And if that's the case, does that also mean it's going to be even
more difficult to cut down the unemployment rate?

Ms. NORWOOD. That question is one that we have thought a great deal
about. As I said earlier, the increase in the labor force has been rather
sluggish; and yet over the last year, almost three-quarters of the labor
force increase has been due to women.

On the other hand, we already have a very high proportion, by his-
torical standards, of our husband-wife families with two earners in the
household. That is, more than 55 percent of the husband-wife fam-
ilies in this country have more than one earner.

I don't know how much further that will increase. It could still,
but I think that, at least as of now, the signs do not point to the enor-
mous expansion of women into the labor force that we had during the
1970's. There will be some, but I would be surprised if it were as vig-
orous an expansion as in the past. The labor force participation rate
of women is quite high now. I believe that it will go up some more, but
probably not as dramatically as it did before.

Senator BENTSEN. With the increase in taxes that will be taking
place in January, the social security tax increase, that's $16 or $17
billion, something on that order, together with the bracket creep and
the windfall profits tax, you'll have a total of about $86 billion in new
taxes.

Barring a tax cut, how quickly do you see that having an impact on
the economy? What will be the result of the increased drag on the
economy, of having that much less money in the consumers' pockets
to spend?

Ms. NORWOOD. I think there will be several things affecting the
economy. First, we know that there is going to be for more than
51/2 million workers an increase in minimum wage, which will push
wage rates up some. In addition, the, social security costs that you've
mentioned will rise. There will probably be other upward pressures
on wages in part because of the decline in real earnings. I think that
the whole question of food prices and of interest rates are also evi-
dence that the inflation problem is going to continue to be a serious
one. That could have a fairly quick effect on employment, again de-
pending on what happens to sales of durable manufacturing in
particular.

I think one other element that we have to factor into this is the
rest of the world. In some cases, our trading partners, particularly in
Europe, are going through some difficulties. And that could well affect
our exports.
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Senator BENTSEN. I just returned from the meeting with Sir Jeffrey
Howe, Chancellor of the Exchequer in England. After listening to his
problems, I thought ours weren't quite so bad.

In looking at these price numbers-and they are going down-do
you see them affecting the inflation rate yet? Is there a likelihood that
we're going to end up coining oat of this recession with a higher core
inflation than we did during the last one?

Ms. NORWOOD. I think there are signs that that has happened his-
torically after each recession. We seem to have come out with a higher
inflation rate.

May I say, Senator. that I have just returned from a department to
ministry visit to Israel. When I was there they announced a consumer
price index of 11 percent for the single month of October.

Senator BENTSEN. They have three-digit inflation there, don't they?
Ms. NORWOOD. Yes, they do. And they have an almost totally in-

dexed economy. And I must say that I found that quite fascinating to
learn about. I am pleased to see that the Congress of the United States
and the executive agencies of the U.S. Government are paying so much
attention to inflation, because that-the Israeli experience-is certain-
ly something we want to avoid.

Senator BENTSEN. The indexing of the economy didn't seem to stop
inflation at all or even to fully take care of the impact in Israel; has
it?

Ms. NORWOOD. No. In fact, what it tends to do is to build in expecta-
tions of inflation. But it's the only way in which people can cope with
a three-digit kind of spiral. Nevertheless, it tends to build in-and I
think everybody recognizes that-rather inefficient production because
you tend to look at those things which are not indexed as ways of cut-
ting costs. There are not many.

Senator BENTSEN. It's almost impossible, I think, to index every-
thing, and so you get some very serious distortions. That's the problem
we have seen in Brazil. Indexing hasn't worked for them.

In looking at what's happening to unemployment among blacks, I
notice that among minorities, it stayed pretty static at 14 percent. It
appears that they have not really shared in the recovery. Is that a fair
statement?

Ms. NORWOOD. Their employment situation has been fairly stable at a
higher level. But on the other hand, during the second quarter, when
there were large employment declines in some of the durable manufac-
turing industries, both whites and blacks suffered considerable in-
creases in unemployment. So it depends on which side you're looking
at. But certainly there are very serious problems remaining for blacks
and minoritv groups of ill kinds in the TJnited States.

Senator BENTSEN. Did I understand you to say gasoline prices have
been going up?

Ms. NORWOOD. In November, yes.
Senator BENTSEN. Why is that? What underlying factors do you

see, other than the Iranian-Iraoi. war?
Ms. NORWOOD. It's only a single month, and I think we really don't

know.
Perhaps Mr. Layng has something to add to that.
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Mr. LArxG. I don't think the situation has affected the PPI yet.
Senator BENTSEN. I know it hasn't affected it insofar as supply

yet. I was wondering about psychologically.
Mr. LAYNG. I don't know. It's difficult to tell that. I think it's more

a shift in the seasonal pattern. We did not get increases in the sum-
mer, when you would normally be expecting prices to go up. They
didn't go up because demand was weak.

Now in the fall, we expected prices to go down. And they didn't.
Basically, we had a zero unadjusted change when we were expecting
a decline, which translates on a seasonally adjusted basis into an in-
crease. So I think it's basically a shift in the seasonal pattern that
didn't materialize this year the way it normally does.

Senator BENTSEN. As we saw the shift in demand in the automobile
industry, we saw manufacturers come in with one price increase after
another on their smaller cars. And now we've seen the slump in new
car sales. Have the manufacturers responded now with some price cut-
ting on some of the smaller cars, the new cars e

Ms. NORWOOD. I think there has been some stability in prices of
cars. At least, there was a slowdown in the increase in prices. The
increase in automobile prices over the year is about 10 percent, so
that's not completely out of line.

What has happened is a complete change in pricing policy-first,
prices are adjusted not just once a year, but each month-

Senator BENTSEN. May I interrupt a moment though? When
you're talking about 10 percent though, hasn't there been quite a
shift in the price increases on the product mix of the company? Have
companies avoided increasing prices of slow-moving larger cars and
substantially increased the prices on some of the smaller cars?

Ms. NORWOOD. Yes. I think that the difference between the small
car and large car prices have narrowed considerably. At least in
discussions I have had with economists from the automobile com-
panies, they've told me that the new approach to pricing autos is
based on that. I'm not sure that has shown up much in our indexes,
however.

Senator BENTSEN. Do you expect to see any stability in food prices
for the near future? Or are we headed for further problems because
of bad weather and low grain supplies?

Ms. NORWOOD. We've had some stability over the last couple of
months at only a 0.5-percent increase. The Department of Agriculture,
I note, and a lot of private forecasters are expecting rather large
increases, partly because of grain shortages. It's clear that they have
not happened yet. Exactly when they will hit or if they will hit is
something that we just don't know.

But people who are expert in the field have forecast higher prices.
Senator BENTSEN. Well, Commissioner, we have been very apprecia-

tive of your presentation this morning. It is some encouragement.
Ms. NORWOOD. Thank you very much. It's always a pleasure to ap-

pear before you.
Senator BENTSEN. I wish you the best of the season.
Ms. NOiwooD. Thank you.
[Whereupon, at 10:25 a.m., the committee adjourned, subject to

the call of the Chair.]
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