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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, FEBRUARY 3, 1984

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

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

235, Russell Senate Office Building, Hon. Roger W. Jepsen (chair-
man of the committee) presiding.

Present: Senators Jepsen, Abdnor, and Proxmire; and Represent-
atives Mitchell, Obey, and Lungren.

Also present: James K. Galbraith, deputy director; Charles H.
Bradford, assistant director; Robert R. Davis, Mary E. Eccles, Chris-
topher J. Frenze, and Nathaniel W. Thomas, professional staff
members.

OPENING STATEMENT OF SENATOR JEPSEN, CHAIRMAN
Senator JEPSEN. Madam Commissioner, it gives me great pleas-

ure to welcome you once again before the Joint Economic Commit-
tee.

Today you bring us more good news on the employment situa-
tion, one that has been improving steadily since November 1982.
The onflight economic recovery had been one of the best kept se-
crets in the country for a long time. According to the household
survey, 249,000 jobs were created in January. I read in this morn-
ing's paper where the January retail sales were even greater than
in December in many areas across the country, with major retail-
ers. That, coupled with the 14.7-percent increase in the capital in-
vestment in the last quarter, is good news.

The economic recovery is strong and well balanced. Currently,
we have a total civilian employment level of 103.2 million, a new
record. More Americans are now working than ever before. Fur-
thermore, the unemployment rate dropped again for the fifth
month in a row. In January, the unemployment rates fell two-
tenths of 1 percent, to a level of 8 percent. This improvement fol-
lows the sharp 2.5-percentage-point decline in the last 12 months of
1983. That's the biggest 12-month drop in over three decades.

What it all adds up to is the best recovery American workers
have seen since World War II. Over 4 million jobs were created in
the robust economic recovery that began 14 months ago. The De-
cember rise in the composite index of leading indicators points the
way to continued economic expansion and job growth through 1984.

Unlike many periods of rapid economic growth, 1983 was a year
of very low inflation. In 1983, consumer prices rose just 3.2 percent
over the previous year. Between 1979 and 1982, inflation invisibly

(1)
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robbed the American worker, reducing his paycheck and standard
of living. But for the first time in 5 years, real average weekly
earnings increased in 1983. The virtual defeat of inflation means
American living standards are on the rise once again.

In summary, we have made great progress in the last year or so.
Recession and inflation have been whipped, and unemployment is
on the run. All indications are that we can look forward to another
year of good, solid economic growth, and continued expansion of
employment opportunities.

Let me add a special note of thanks to you and your staff for the
assistance you provide regularly to this committee. I join other
Americans in congratulating your Bureau on its centennial of serv-
ice. The objectivity, consistency, and integrity of the BLS is beyond
reproach.

At this time, I would ask if there are any members of the panel
who have some opening statements, before we proceed with Ms.
Norwood's report.

OPENING STATEMENT OF SENATOR PROXMIRE
Senator PROXMIRE. Mr. Chairman, I just have a very brief state-

ment.
I agree with you that the unemployment picture certainly im-

proved. The employment picture is improved. We do have a record
number of people working, but it's not all that good as yet. The
fact is that if we go from 1950 to 1981, those 31 years, that's the
President's economic report, President Reagan's report, we find
that there is only 1 year out of those 31 when unemployment was
as high as it is today. We still have 9 million Americans out of
work, and while there has been improvement, it's not nearly as bad
as it was last November, 1 year ago last November and December.
It's improved greatly. We still have a long, long way to go.

What bothers me very much is that in every recovery of the last
four or five, it seems to me that the unemployment figures bot-
tomed out at a very high level, which would mean that if it goes
through this time, it could bottom out at 7/2 percent or 7.4 percent,
which would still be extraordinarily high by historical standards,
particularly with the standards we've had in the last 30 years.

Thank you, Mr. Chairman.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL
Representative MITCHELL. Good to see you again, Ms. Norwood

and friends.
I just wanted to make a brief comment. Two things jump out at

me. First of all, I'm very, very happy about the reduction in unem-
ployment. That makes good sense. But it disturbs me that we still
have the historic pattern that has been maintained in this country
for almost 40 years of a disproportionate amount of black and His-
panic unemployment. It still remains twice as high. Obviously, eco-
nomic recovery doesn't mean much to those people who are out of
work.

Second, I wanted to comment just a bit further on what Senator
Proxmire said. For black youth, in particular, each time we've gone
into a recession, we've gone in there with a higher rate than
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before. The recession in the 1960's, I think the black youth unem-
ployment rate was around 27 percent. The last one we went into,
going into it, it had jumped from 28 percent to 40 percent. And if
we have another, I would expect that the black youth rate of unem-
ployment going into that recession would be higher than the
present 50 percent where it is.

So when we get a chance to chat, I would certainly like to get
your thinking on those two problem areas relating to blacks and
other minorities.

OPENING STATEMENT OF REPRESENTATIVE OBEY
Representative OBEY. Mr. Chairman, I would simply say that I

will virtually accept whatever improvements, small or otherwise
which occur in this economy. I would simply make two observa-
tions. I suppose everyone views it through a prism of his own area.
But in my district, I still have a good many counties where unem-
ployment has been going up rather than down, over the last 3
months.

Second, it seems to me that a major question facing the country
is still whether or not this recovery is sustainable for a long
enough period of time and can actually prevent what Senator Prox-
mire is talking about-the gradual ratcheting up over time of the
unemployment level. And in light of the appearances made before
us earlier this week in the President's budget recommendation, it
just seems to me that the major question is how this recovery from
the deepest recession since the Great Depression, how this recovery
can be sustained in light of those incredibly huge deficits.

Senator JEPSEN. I would like to believe that with the report that
we have today, after the positive news for the last 14 months, that
we could have PMA instead of what I call PNT, a positive mental
attitude, instead of the power of negative thinking. If you choose to
view things negatively long enough, sure enough, they will prob-
ably get worse. But we will keep the faith that things are continu-
ing to get better, in spite of the gloom and doom.

Ms. Norwood, you may proceed, and I thank you for coming.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, U.S. DEPARTMENT OF LABOR,
ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE COMMIS-
SIONER, OFFICE OF PRICES AND LIVING CONDITIONS, AND
THOMAS J. PLEWES, ASSOCIATE COMMISSIONER, OFFICE OF
EMPLOYMENT AND UNEMPLOYMENT STATISTICS
Ms. NORWOOD. Thank you very much, Mr. Chairman.
Before I report on the unemployment situation for January 1984,

I would like to point out that this report covers the first month of
the Bureau of Labor Statistics' centennial year. Congress estab-
lished the Bureau 100 years ago because there was an absence of
reliable information about the labor force and other aspects of the
economy. Over the past century, the Bureau, first as part of the
Department of the Interior, later as an independent agency, and
since 1913, as part of the Department of Labor, has established a
tradition for reliability and objectivity.
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As the Bureau's 10th Commissioner, I am very conscious of that
tradition and of the responsibility that I have for maintaining it.

I brought with me this morning, Mr. Chairman, copies of a cen-
tennial statement that appeared in the January issue of our profes-
sional journal, the Monthly Labor Review. With your permission,
Mr. Chairman, I propose inclusion of this statement in the record.

Senator JEPSEN. It will be entered in the record.
[The information referred to follows:]
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CENTENNIAL
A century ago in 1884. the Congress of the United States voted to establish

a Bureau of Labor-later named the Bureau of Labor Statistics. This
innovative act marked government's attempt to establish a permanent and

independent agency to-collect information" on the earningsand working conditions
of "laboring men and women." However, data-gathering was not a new Federal
activity. The government had conducted studies and hearings on economic and
social problems earlier, and had taken a decennial census since 1790. But these
activities lacked continuity-even the census. After each census was completed,
the staff was disbanded until the next decade. The 1890 census was actually
completed under the direction of the first BLS commissioner, Carroll Wright.
Founded almost 20 years before the Bureau of the Census was established in 1902
as a separate and continuing agency. the Bureau of Labor Statistics was thus a
forerunner of a Federal statistical establishment that now includes a number of
agencies in departments and commissions throughout government.

The act establishing the BLS was noteworthy in another way. It provided that
the commissioner be appointed to a fixed 4-year term, unlike cabinet officers and
other political appointees who served at the pleasure of the President. Thus, the
BLS was assured of a measure of stability and independence that served its
impartial and nonpolitical role during later periods of uncertainty and
controversy. The appointment of Wright, who had headed the Massachusetts
Bureau of Labor, as the first commissioner established the tradition that the
commissioner should he a social scientist, and Wright's leadership made for the
early professionalization of the Bureau's work.

A history of the BLS. written by Joseph P. Goldberg and William T. Moye,
will be published later this year as part of the Bureau's centennial observance.
Other special publications. conferences, and opportunities for Bureau staff and
friends to mark the occasion appropriately are also being planned for the
centennial year.T his history shows how the Bureau has grown and evolved in response to

changing conditions and changes in BLS leadership. It is a social and
economic history as well as the history of an institution. The major statistical

programs conducted today by the BLs arose from clearly recognizable social needs.
For example, during World War I the need to adjust wages in shipyards to rapidly
rising prices led to the development of a cost-of-living measure that later became
the Consumer Price Index Icr). Today, the cpi is used not only to adjust
wages under collective bargaining agreements, but also to adjust social security
payments as well as private agreements ranging from divorce settlements to a
variety of commercial transactions. Is is hard to think of the economic life of the
country being carried out today without a Consumer Price Index.

Similarly, during the depression of the 1930's, perhaps a fourth of the labor
force was unemployed-but no one knows precisely what proportion because
there were no adequate statistical surveys to gather data on unemployment. The
need for better information to inform policymakers and the electorate and to
assist in planning government programs led Congress in 1932 to increase the
appropriation for BLS SO that monthly data on hourly earnings and weekly hours
could be collected from business establishments. Studies of industrial employment
had been started by BLS in 1915 and had been gradually expanded. Today,
payroll data on employment, hours, and earnings are gathered economy-wide
under a cooperative Federal-State program covering 200,000 establishments and
government. It was the depression, too, that led to the development of a
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sophisticated household survey-conducted for BLS by the Census Bureau-that
yields monthly data on employment and unemployment.

The spread of collective bargaining during the 1930's and 1940's increased
demand for data on wage rates in different areas for different occupations, data
on strikes, and data on characteristics of collective bargaining agreements
Programs dealing with productivity measurement, economic growth, and
occupational projections, and with occupational safety and health were also
responses to expressed needs.

A centennial should serve as a period of stock-taking-an opportunity to
reflect on what we can learn from history and a time to think about

A emerging problems and their implications for the next hundred years. I
have tried to identify some of the ideas and principles that have guided the BLS
over its first century. They have not been codified or collected in any one place,
but explicitly or implicitly they are repeatedly confirmed in the history of the BLS.
They suggest what the BLS stands for:

* A commitment Io objeclivit) and fairness in all of its data-gathering and
interpretive and analytical work. Without this commitment-and public
recognition of it-data will lack credibility and will lose its usefulness.

' An insistence on candor at all limes-full disclosure of the methods
employed in obtaining and analyzing the data, clear explanations of the limitations
of the data, and a willingness to admit and correct errors should they occur.

* Protection of confidentialiti. BLs assures its respondents that the
information they provide will be kept confidential and used only for the purpose
of statistical compilations. The willingness of employers to cooperate in BLS
surseys is attributable in no small measure to the view that BLS can be trusted to
protect its sources and handle the data professionally.

* The pursuit of improvement Research at the Bureau means not only
gathering information that will contribute to an understanding of economic and
social trends, but it also means studying how to gather better information more
efficiently and present ii more effectively. Along with other agencies in and out
of government, the Bureau has assiduously worked on problems of statistical
methodology in order to improve the quality of information obtained for public
purposes.

* Willingness to change Bureau programs to keep them relevant to changing
economic and social conditions.

* Finally, consistenci. The BLS cannot afford to have good days and bad
days. It must maintain the highest standards of performance at all times.

In trying to live up to these ideals, the Bureau has.been aided not only by the
commitment of its staff but by the support of the Congress and successive
secretaries of labor. Business and labor advisory committees have offered

valuable counsel. The press, too, has been indispensable in disseminating the
results of BLS surveys and special studies, and it has spoken up for the
importance and independence of statistical research in government agencies.

President Chester Arthur signed the bill creating the Bureau on June 27, 1884.
The first commissioner, Carroll Wright, took office in January 1885. As we enter
our centennial year, we are heartened by the record of the Bureau's first 100 years
and determined to sustain the Bureau's commitment for a second century.

Janet L. Norwood
January 1984 Commissioner of Labor Statistics
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Ms. NORWOOD. Now I'm very pleased to make a few comments to
supplement our employment situation press release issued this
morning.

The employment situation showed further improvement in Janu-
ary. After adjustment for seasonality, unemployment continued its
downward trend, and both of the Bureau's major surveys showed
further gains in employment. The overall jobless rate, which in-
cludes the resident Armed Forces in the labor force, was 7.9 per-
cent in January, and the civilian worker rate was 8 percent. Both
were down from December and are at the lowest recorded since Oc-
tober 1981.

Data for January are strongly affected by seasonal movements.
Sizable job losses typically occur from December to January, as em-
ployment in the goods-producing sector, especially construction, is
affected by winter weather, and employment in the service sector,
especially in retail trade, is cut back from the expanded holiday ac-
tivity.

Total civilian employment, as measured by the household survey,
declined less than usual in January. After seasonal adjustment,
total employment was up by 250,000 over the month, somewhat
less than the average monthly increase of 350,000 from September
to December. Since the recession trough in November 1982, civilian
employment has increased by 4.2 million. Most of the job gain was
among adult men-2.5 million. Employment among adult women
has risen by 1.7 million since November 1982.

Payroll employment, as measured by the business survey, was up
by 285,000 after seasonal adjustment. The over-the-month advance
was led by an increase of 200,000 in the goods-producing sector,
about equally divided between construction and manufacturing.
Factory jobs expanded in machinery, electrical equipment, automo-
biles, and rubber, and plastics, all of which have rebounded strong-
ly during the recovery. Manufacturing employment has risen by
nearly 1.2 million since the November 1982 recession trough but it
is still about 1 million below the July 1981 prerecession peak and
1.8 million under the 1979 alltime high.

With the exception of Government, over-the-month job gains oc-
curred throughout the service-producing sector-after allowance is
made for seasonal movements. Employment in the services indus-
try rose by 40,000 in January, continuing the steady growth over the
recovery period. The services industry has contributed about one in
every three new jobs created since November 1982.

The increase in business activity in January was also evident in
the hours of work figures. Factory hours usually decline sharply in
January. This year, however, employers cut hours back less than
usual. After seasonal adjustment, the factory workweek was up by
0.4 hour. Factory overtime hours, which are at their highest level
since 1979, were unchanged in January. Further evidence of contin-
ued labor-market strength is provided by the BLS diffusion index,
which shows two-thirds of its 186 private nonagricultural industries
registering employment gains in January.

The number of unemployed persons was 9 million, seasonally ad-
justed, in January, nearly 3 million below the 1982 recession peak
level. As in December, the January decline was concentrated
among workers who had been permanently separated from their
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former jobs. There was little over-the-month change in the other
unemployment categories-that is, persons on layoff, those who
had voluntarily left their last job, or those who were entering or
reentering the work force.

A comparison of the current recovery with that following the
severe 1973-75 recession highlights the vigor of labor market devel-
opments since the end of 1982. Employment has grown as rapidly
in the current recovery period, and unemployment has declined
much more sharply. Overall joblessness in the current recovery
had in fact declined at twice the rate of 1975-76, with all major
worker groups showing greater improvement than in the earlier
period. One noteworthy difference between the two periods is that
labor force growth is significantly less now than it was in the late
1970's. As we have discussed before, demographic factors account
for much of this change. In the 14 months since the end of the re-
cession in November 1982, the civilian labor force has grown by
only 1.3 million. This compares with an increase of 2.7 million
during the same period after the 1975 recession low. In the past 14
months, the women's labor force has increased by 900,000, and the
number of teenagers has declined by 550,000. In contrast, in the 14
months after March 1975, the number of teenagers actually rose by
320,000, and almost 1.5 million women entered the labor force.

In summary, the employment situation continued to improve in
January. Employment continued to move upward, and the unem-
ployment rate continued its steady decline.

NEW BLS STATISTICAL SERIES

Mr. Chairman, it has been my custom to alert the Joint Econom-
ic Committee to important changes in statistical series. I would like
to call the committee's attention to an important statistical mile-
stone. More than 10 years ago, the Bureau of Labor Statistics
began measuring price changes of goods in foreign trade. We have
been publishing these data since 1971, but our coverage of imports
and exports has been only partial. A year ago, we began publishing
the first U.S. import price index covering all goods purchased
abroad. We have now also completed a U.S. export price index cov-
ering all U.S. goods sold to other countries. We will release this
new index for the first time next Wednesday, February 8. We be-
lieve that the two new price indexes will permit more accurate
measurement of U.S. trade balances.

Mr. Dalton, on my right, Mr. Plewes, on my left, and I would be
glad to try to answer questions you may have.

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

X- Il ARIMA methoe X-11
Month and year Unadjusted s a~

rate Official Concurrent Stable Total Residual ? I7S)

1980)

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

1983
January .............. 11.4 10.4 10.4 10.3 10.5 10.6 10.4 0.3
February .............. 11.3 10.4 10.4 10.2 10.5 10.6 10.4 .4
March .............. 10.8 10.3 10.3 10.2 10.4 10.4 10.3 .2
April......................................... 10.0 10.2 10.2 10.2 10.3 10.2 10.3 .1
May .............. 9.8 10.1 10.1 10.2 10.1. 10.1 10.1 .1
June .............. 10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July .............. 9.4 9.5 9.5 9.4 9.5 9.5 9.5 .1
August .............. 9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September .............. 8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October .............. 8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November .............. 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December .............. 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

1984
January .............. 8.8 8.0 8.0 8.0 8.1 8.0 8.0 .1

EXPLANATION OF COLUMN HEADS

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

(2) Official procedure (X-1l ARIMA method). The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised at the end of each year. Extrapolated factors for Janu-
ary-June are computed at the beginning of each year; extrapolated factors for July-
December are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.

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

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

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

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

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

The standard X-11 method is described in "X-11 Variant of the Census Method II
Seasonal Adjustment Program," by Julius Shiskin, Allan Young and John Mus-
grave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, February 1984.
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THE E2PLOYMENT SITUATION: JANUARY 1984

The employment situation continued to improve in January, the Bureau of Labor Statistics of

the U.S. Department of Labor reported today. Both the overall unemployment rate, at 7.9

percent, and the rate for civilian workers, at 8.0 percent, were down two-tenths of a percentage

point from December, sustaining the decline that has totaled 2.7 percentage points since the
1982 recession high.

The number of employees on nonagricultural payrolls--as measured by the monthly survey of

establishments--rose by 285,000, seasonally adjusted, to 91.9 million in January. Total

civilian employment-as measured by the monthly survey of households--also continued the advance

which has totaled more than 4 million since November 1982. The factory workweek rose

four-tenths of an hour to 40.9 hours in January.

Unemployment (Household Survey Data)

The civilian unemployment rate continued its downward trend from the November 1982

recession trough of 10.7 percent to 8.0 percent in January, seasonally adjusted. The number of

jobless persons declined by 2.9 million over the same time period to 9.0 million. Significant

drops in unemployment were recorded for all major demographic groups except black youth.

January unemployment rates were 7.3 and 7.1 percent for adult men and women, respectively, and

19.4 percent for teenagers. The unemployment rate for whites edged down from 7.1 to 6.9

percent, while the rate for black workers declined from 17.8 to 16.7 percent. However, the

jobless rate for black teenagers held close to 50 percent. (See tables A-2 and A-3.)

- The number of unemployed persons who had lost their last job declined by 190,000 in January

to 4.8 million. There was little change in the number of unemployed who had left their last job

or were labor force entrants. The number of persons in the short-term (less than 5 weeks) and

long-term (15 weeks and over) categories continued to trend down, and the median duration of

unemployment was little changed at 9.2 weeks. (See tables A-8 and A-7.)

Civilian Employment and the Labor Force (Household Survey Data)

Civilian employment continued to rise in January but at a slower pace than in the prior 2

months. Adult men experienced a substantial employment gain, while employment of adult women

and teenagers was about unchanged. At 103.2 million (seasonally adjusted), total employment has

advanced by 4.2 million since November 1982.

The civilian labor force totaled 112.2 million in January, virtually unchanged over the

month. Since January 1983, the labor force has grown by more than 1.2 million; the number of

adult men and women has risen by 900,000 and 7p0,000, respectively, while there was a 350,000

reduction in the teenage labor force. (See table A-2.)

Industry Payroll Employment (Establishment Survey Data)

Total nonagricultural payroll employment rose by 285,000 in January to 91.9 million, after

adjustment for seasonality. Since November 1982, total nonfarm employment has grown by 3.1

million. (See table B-1.)

January employment gains were widespread, although the buik of the increase took place in

construction and manufacturing. Construction employment declined less than it usually does from

December to January and, after adjustment, rose by 100,000; with this increase, construction

36-618 0 84 - 2
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jobs exceeded their March 1983 recessionary low by nearly 450,000. Strong recovery continued in
manufacturing, with employment up by 100,000. Job gains continued in machinery, electrical
equipment, automobiles, and rubber and plastics, all of which have shown strength in recent
months.

Employment in the services industry rose by 40,000, continuing the growth that has totaled
nearly a million since November 1982. The large seasonal job decline in retail trade was
somewhat less than usually occurs in January, and, after seasonal adjustment, employment rose by
35,000. More than half of the over-the-month increase of 25,000 in transportation and public
utilities represented a return of striking workers to their jobs. There were also small
employment increases in wholesale trade and finance, insurance, and real estate.

Weekly Hours (Establishment Survey Data)

The average workweek of production or nonsupervisory workers on private nonagricultural
payrolls rose 0.3 hour in January to 35.6 hours, seasonally adjusted, the highest level since

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

Quarterly averages Monthly data

Category Dec.-
1982 1 1983 1983 1984 Jan.

_ change
IV III IV Nov. 1 Dec. Jan.

HOUSEHOLD DATA
Thousands of persons

Labor force 1/ ......................... 112,493 113,737 13,702 113,720 113,824 113,901 77
Total employment 1/ .100,718 103,209 104,195 104,291 104,629 104,876 247

Civilian labor force .110,829 112,057 112,012 112,035 112,136 112 215 79
Civilian employment .99,054 101,528 102,506 102,606 102,941 103,190 249
Unemployment .11,775 10,529 9,507 9,429 9,195 9,026 -169

Not in labor force .62, 217 62, 392 62,938 62,916 62 ,985 63, 318 333
Discouraged workers .1.813 1,610 1,457 H.A. N.A. N.A. N.A.

Percent of labor force
Unemployment rates:

All workers 1/ ...................... 10.5 9.3 8.4 8.3 8.1 7.91 -0.2
All civilian workers ................ 10.6 9.4 8.5 8.4 8.2 8.0 -0.2

Adult men ......................... 9.9 8.7 7.8 7.8 7.4 7.3 -0.1
Adult women ....................... 9.0 7.9 7.2 7.2 7.1 7.1 0
Teenagers ......................... 24.1 22.4 20.6 20.2 20.1 19.4 -0.7
White............................. 9.5 8.1 7.4 7.3 7.1 6.9 -0.2
Black ............................. 20.6 19.4 17.9 17.7 17.8 16.7 -1.1
Hispanic origin. ................... 15.3 12.8 12.1 12.3 11.6 11.2 -0.4

ESTABLISHMENT DATA
Thousands of obs

Nonfarm payroll employment.......... 88,7961 90,25019l3
4
lp 91.355 91,583pI91.870pl 

28 7
p

Goods-producing industries ....... 23,160 23,830 2
4
.297p 24,311 2

4
,41

2
p 

2 4 .6 1 2
pl 200p

Service-producing industries ........ 65,6361 66,421 67,044p 67,044 67,171p 67,258p 
8 7
p

Hours of work
Average weekly hours: .

Total private nonfarm ............ .34 7 35.1 35.3p 35.21 35.3p 35.6pl 0.3i,
Manufacturing .................... 39,01 40,4 40.641 4

0
.pip 1(.9;1 (.4

4
p

Manufacturing overtime.............2.3 3.1 1 3.31 3.411 3p4131 0 1

., ._ _ _ _ _ . ._ _ . . . ._._:_ _ .. . . .I .. . I_ I I x, In lu e t v reOe n Aie tur en
p/ rnclndes ary resident Armed Forces.
p~preliminary.

.N.A.=n-r -- alm.-



13

January 1980. Weekly hours in manufacturing were up by 0.4 hour to 40.9 hours, while factory
overtime remained at December's high level of 3.4 hours. (See table 3-2.)

The index of aggregate weekly hours of production or nonsupervisorv workers on private
nonagricultural payrolls rose by 1.3 percent in January to 110.2 (1977=100). The manufacturing
index was up 1.6 percent to 95.5 and was 14.9 percent above the December 1982 low. (See table
8-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings increased by 0.6 percent in January, seasonally adjusted, while
weekly earnings rose by 1.5 percent. Befote adjustment for seasonality, average hourly
earnings, at $8.24, were up 9 cents over the month and 34 cents over the year. Weekly earnings
were about unchanged over the month at $289.22 but were $15.88 above a year earlier. (See table
B-3.)

The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Index (HEI) was 158.2 (1977-100) in January, seasonally adjusted, an
increase of 0.5 percent from December. For the 12 months ended in January, the increase (before
seasonal adjustment) was 3.6 percent. The HEI excludes the effects of two types of changes
unrelated to underlying wage rate movements--fluctustions in overtime in manufacturing, and
incerindustry employment shifts. In dollars of constant purchasing power, the HEI increased 0.4
percent during the 12-month period ended in December. (See table B-4.)

a*********a****a*******************************************a********************
* a

Expanded Industry Detail for the Service Sector *
* *

* The establishment data tables have been expanded to include additional *
* industry detail, particularly for the service-producing sector, but also *
* for several industries within the goods-producing sector as well. Most of *
* the added data appear in table B-1. *
* a
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Explanatory Note

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

The establishment survey provides the information on the
employment, hours, and earnings of workers on nonag-
ricultural payrolls that appeanrs 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 189,000 estab-
lishments employing about 36 million people.

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

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

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

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

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

People are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no 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 laborforce equals the sum of the number employed and
the number unemployed. The unenplovmenet rate is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Forcest. Table A-5 presents a special

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

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

----The household survey, although based on a smaller sam-
ple. reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;

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

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

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

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

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

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

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

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

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June period
and again for the July-December period. The January revision
is applied to data that have been published over the previous 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the next section.

Sampling variability
Statistics based on the household and establishment surveys

are subject to sampling error, that is, the estimate of the
number of people employed and the other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a complete census, even if the same question-
naires and procedures were used. In the household survey, the
amount of the differences can be expressed in temns of stan-
dard errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, the numerical value is always such that the
chances are 68 out of 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 neror for the monthly change in
total employment is on the order of plus or minus 335,000; for
total unemployment it is 240,000; and, for the overall
unemployment rate, it is 0.21 percentage point. These figures
do not mean that the sample results are off by these

magnitudes but, rather, that the chances arc 900ut of 100 that
the 'true" level or rate would not be expected to differ from
the estimates bv more than these amounts.

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

In the establishment survey, estimates for the 2 most current
months are based on incomplete returns; for this reason, these
estimates are labeled preliminary in the tables. When 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 viea of the Nation's employ-

ment situation, OLS regularly publishes a wide variety of data
in this news release. More comprehensive statistics are contain-
ed in Employment and Earnings, published each month by
aLS. It is available for S6.00 per issue or 139.00 per year from
the U.S. Government Printing Office, Washington, D.C.
20204. A check or money order made out to the Superinten-
dent of Documents must accompany all orders.

Employment and Earnings also provides approximations of
the standard errors for the household survey data published in
this release. For unemployment and other labor force
categories, the standard errors appear in tables B through J of
its Expianatory Notes.' Measures of the reliability of the
data drawn from the establishment survey and the actual
amounts of revision due to benchmark adjustments are pro-
vided in tables M, 0, P. and Q of that publication.
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Tabia A.Z Emnploymnt status of tha civilian population by sex and age
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Table A-3. Empioyment, stsatu of the civilian popidtatin by race, sex, age, and Hispanic origin
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Table 4. Selected _plobmm bodlators

HOUSEHOLD DATA
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Table A.& Selected unemployment Indlcators, seasonally adjusted

HOUSEHOLD DATA
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Table A4. Reason for unemployment

.HOUSEHOLD DATA
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Table A10. Employment statues a black and othworke

HOUSEHOLD DATA
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Table A1t. Occupational status at th employed and unemployed, not seasonally adjusted
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Table A-1l. Employment status of the ctvtlian population for ton large States
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Table B-1. Employees on nonagriculurial payrols by kudkoby
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Table B.2. Average weekly homr of production or nonsupervisory workero' on private nonegrtcuttural payrolls by Industry
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Taft B.& A"mge hourly and weekly sarninp of Production or n0oSUPvrWsorY workers' on private nonagricultural

payrolls by Industry
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Table OA Hourly Earnings Index for production or nonsupemlsory workers' on private nonagricultural payrolls by Industry
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ESTABLISHMENT DATA ESTABLISHMENT DATA
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Senator JEPSEN. Ms. Norwood, hundreds of thousands of high
school and college students work during the Christmas break, and
then return to school in January.

Are they counted as a negative in the unemployment figures
now?

Ms. NORWOOD. Mr. Chairman, the students are counted just as
anyone else is counted who wants to work. When a student meets
the rest of the definition, that is, that he is not working, he is look-
ing for work, and he's available for work, he is counted among the
unemployed. We have started, as a matter of fact, last month or a
month before, to try to get more accurate statistics on the number
of students, and we hope that as these data are collected each
month and have a chance to mature, so that we can review them,
that we will be able to report to you very specifically every month,
should you wish it, on the number of students who are on that
board.

Senator JEPSEN. I'd like to probe this again, not in a negative
sense, but in trying to get a better perspective.

Now college students don't have anyone dependent on them. His-
torically, for a little pocket money they enter the labor force and
are counted as such during the Christmas break and then they go
back to school in January. How does this affect these unemploy-
ment statistics and figures?

Ms. NORWOOD. Mr. Chairman, of course, there is an effect on the
unemployment data and on the unemployment rates by the various
groups that make up those who are counted officially as unem-
ployed. Our definition is basically an activity definition. It is based
upon those people who are actually telling us, in a household
survey, that they want a job, that they're not working, and that
they're actually looking for work.

We believe that we in the Bureau of Labor Statistics should not
be making a value judgment about whether people need work or do
not need work. We do, however, publish, on a regular basis, in
table A-5 of our release, a series of unemployment rates, some of
which have a much narrower definition than others, and some of
which have a wider definition. One could take, for example, the un-
employment rate for persons 25 years and over, which excludes,
certainly, all of the teenagers and most of the people who are in
college. And that rate, which we publish every month, is 6.2 per-
cent. There are many ways of looking at this, and our feeling is
that we should provide the public with all the information that we
can, so that each person can make his own judgment.

Senator JEPSEN. Well, I have no quarrel with what you're pre-
senting. But in the interest of understanding the data, and espe-
cially 1984 being an election year, we need all the perspective we
can get, based on facts.

What I just heard you say is that the unemployment rate for
people over age 25 in this country is 6.2 percent.

Ms. NORWOOD. That's correct.
Senator JEPSEN. What was it 6 months ago for people over age

25?
Ms. NORWOOD. Well, in the second quarter of 1983, it was 7.9 per-

cent. That's in our table A-5.
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Senator JEPSEN. I'll just try one more time, and I'm not faulting
your answers which you've given.

Ms. NORWOOD. I understand.
Senator JEPSEN. I don't have it fixed in my mind yet.
Can you tell me, are there, in the figures that you gave today,

where you said there are approximately 250,000 more people em-
ployed today than there were 30 days ago-is that correct?

Ms. NORWOOD. Yes.
Senator JEPSEN. Did that figure include an adjustment which

would be, of course, a negative adjustment for all of those college
students who were working over the Christmas holidays and went
back to school?

Ms. NORWOOD. The figures that we are presenting to you today
on a seasonally adjusted basis provide an adjustment for that
which we normally expect for all workers, both college students,
high school students, and adults.

Senator JEPSEN. It does include that then; is that right?
Ms. NORWOOD. It includes that. All of our figures include stu-

dents.
Senator JEPSEN. So there could be hundreds and thousands of

people reflected in this figure that just simply went to work part
time, as normally has been done over the years, and now they're
back in school? Do you have a breakdown of the college students?

Ms. NORWOOD. No; we do not have it yet on a monthly basis. We
can provide something on the basis of last year for the record. And
as I indicated earlier, we have begun collecting these data, and
hope that once the data settle down, we will be able to report
them.

Senator JEPSEN. In your opinion, does the February data under-
state employment because high school or college students work
part time over the Christmas holidays and then go back to school?

Ms. NORWOOD. I don't think so, Mr. Chairman, because the only
way that there could be a problem with those numbers is if there
were a substantial change or had been a substantial change this
December compared to previous Decembers. Our seasonal adjust-
ment process takes account of this expected movement of people
who come into the labor force in December and leave it in January.
It's part of the seasonal adjustment process.

Senator JEPSEN. You have always done it this way. The figure
here would be as accurate as the one last year, the year before, or
10 years ago?

Ms. NORWOOD. I think what I'm saying, though, is that seasonal
adjustment is an imperfect process. It's based on historical experi-
ence, and to the extent that this experience remains similar to that
of previous years, and I have not seen any evidence that it is very
different. The movement of students out of the labor force should
not have an effect on it.

Senator JEPSEN. Thank you. Senator Proxmire.
Senator PROXMIRE. That fact is, Ms. Norwood, if you have a high

school student who is 16 or 17 years old, he's a junior or senior,
full-time student. He wants a job and he can't find a job. He's con-
sidered unemployed.

Ms. NORWOOD. That's right.
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Senator PROXMIRE. He goes to school full time and wants to work
and make some money, and he's counted as unemployed?

Ms. NORWOOD. That's correct.
Senator PROXMIRE. As I look at these figures, if you would refer

to your technical information sheet, it shows on the second part of
the table, the percent of labor force under unemployment rates. It
shows that as far as adult men are concerned, the December-Janu-
ary change, there was only one-tenth of 1 percent drop. As far as
adult women are concerned, there was no change at all.

On the other hand, for teenagers, there was a fairly spectacular
improvement. Unemployment dropped by seven-tenths of 1 percent.
I take it that's statistically significant; is that right?

Ms. NORWOOD. No.
Senator PROXMIRE. It's not?
Ms. NORWOOD. It has to be 1.2 percent.
Senator PROXMIRE. Wow. You just missed. At any rate, that is

probably a substantial improvement.
Ms. NORWOOD. It could be; yes.
Senator PROXMIRE. And then for blacks, there was a very sharp

improvement of 1.1 percent, and for Hispanics, an improvement of
0.4 percent. I take it, Hispanics would not be statistically signifi-
cant. How about the blacks? That would be?

Ms. NORWOOD. The overall black rate has to decline by 1 full per-
centage.

Senator PROXMIRE. SO that would be significant?
Ms. NORWOOD. Yes.
Senator PROXMIRE. Well, now, is that because of regional matters

and factors, or is this because the blacks and Hispanics are tradi-
tionally the last hired? We've had a recovery that's gone on now
for more than 1 year, and these people are beginning to make some
reasonable progress, as far as black unemployment is concerned.

Ms. NORWOOD. I think it's a whole series of factors, of course. It
certainly is geography, in part.

Senator PROXMIRE. There's better improvement in the South.
Ms. NORWOOD. In some areas of the country and then, as I think

Mr. Obey pointed out, in some particular parts of the States, we
even, in good times, still have pockets of unemployment that are
fairly high. We always have had that, and I think that some of it is
geographic. Some of it may be a particular skill mix, that is,
whether the kinds of jobs that are available and the people who
have the skills match. There are a whole lot, as you well know, of
reasons.

Senator PROXMIRE. Of course, you don't change the basis for your
figures at all. I'm not saying you do. But is the presentation of the
seasonal factors somewhat different in this report? You find what
the actual change before seasonal adjustment was for unemploy-
ment, because as I understand it, there was a seasonal adjustment
which was possibly overstated, inasmuch as we have had a very
severe winter and very severe weather in December. And the un-
employment situation may have been overstated.

Therefore, the improvement in January may have been an over-
statement, if we adjust for that in making our seasonal adjustment.

Ms. NORWOOD. As I indicated earlier, unemployment declined
after seasonal adjustment. It rose before seasonal adjustment.
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Senator PROXMIRE. It rose before seasonal adjustment?
Ms. NORWOOD. Yes.
Senator PROXMIRE. How much was the rise in unemployment?
Ms. NORWOOD. From about 9 million to 9.750. So it's about

750,000.
Senator PROXMIRE. Now, have you had any opportunity, or is

there any judgment as to the effect the weather may have had in
understating the improvement in employment and unemployment
in December and, therefore, the change in January?

Ms. NORWOOD. Obviously, there is always a chance for some
error in seasonal adjustment. We know that. It's not a perfect art.

We do not see anything particular this month to indicate any se-
rious problem. The weather this year was about, as I understand it,
like the last year's January.

If you look at our table presenting alternative seasonal adjust-
ments for the overall unemployment rate, you will see there's very
little difference among the various methods.

Senator PROXMIRE. Let me shift gears quickly. I should say that
yesterday the Chairman of the Council of Economic Advisers urged
us to follow a policy of reducing the deficit. Perhaps all of us agree
we should do that. Of course, that would mean holding down spend-
ing, or cutting spending, and increasing revenues, and in the proc-
ess, in your judgment, would that be likely to increase unemploy-
ment or at least decrease the drop in unemployment?

Ms. NORWOOD. Well, obviously, it would depend upon how it
would be done.

Senator PROXMIRE. Can you conceive of a way we could do that
that wouldn't slow down the recovery, and if so, could you tell me
what it is?

Ms. NORWOOD. Well, I leave that to your good judgment.
Senator PROXMIRE. Well, I take it you can't tell us. You are a

fine economist, and you are our expert on unemployment and em-
ployment.

You see, one of our problems is that the Chairman of the Council
of Economic Advisers tells us that if we follow this policy it will
diminish unemployment.

I am all for it. I think we have to grit our teeth, and close our
eyes, and get into it, and recognize it is going to be miserable. It is
going to be a tough period of adjustment.

Can you see any basis on which we could assume that we could
cut Federal spending and increase Federal revenues and not in-
crease unemployment?

Ms. NORWOOD. Well, Senator Proxmire, I try very hard to live
within the Federal budget that is given to my agency, and I am not
really very expert at the broader picture.

Senator PROXMIRE. Well, you have two fine experts with you, Mr.
Plewes and Mr. Dalton. Could they help us with that?

Ms. NORWOOD. I don't think so.
Senator PROXMIRE. That is pretty discouraging because we are

all very determined to follow a policy, and we don't even know
whether or not this will increase unemployment, and all the eco-
nomic evidence we have had in the past says it will. But now we
have the chairman saying it won't.
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Well, now, can you tell me, Ms. Norwood -you are the one who
called to my attention the fact that unemployment has bottomed
out to a higher and higher figure in successive recessions.

Ms. NORWOOD. Yes.
Senator PROXMIRE. Can you give us any notion of why that is

and what policies we might follow that would enable us to break
through that unfortunate experience we have had?

Ms. NORWOOD. I would be happy to try to answer the first part of
your question. I think that there clearly have been shifts going on
in the economy.

As you well know, the demographic makeup of the labor force
has an important effect upon unemployment. For many years we
had shifts which brought about a much larger group of young
people who also have very much higher unemployment rates than
others, and they probably always will have because they change
jobs more frequently as they are getting experience and move in
and out of the labor force.

We have also had an increasing proportion of minority workers,
who tend to have a much harder time in the labor force. There are,
of course, macroeconomic policy reasons, and there are lots of dis-
agreements about that.

There is a whole literature, as you know, on what is a full em-
ployment, a noninflationary full employment rate, and I have noth-
ing particular to add to that literature except to point out to you
that there is a lot of disagreement about it.

Senator PROXMIRE. My time is up.
Can you repeat once more what the actual level of unemploy-

ment is, not seasonally adjusted?
Ms. NORWOOD. The unemployment, not seasonally adjusted,

is--
Senator PROXMIRE. That would tell us the number of people out

of work in this country now.
Ms. NORWOOD [continuing]. 9,750,000.
Senator PROXMIRE. Thank you.
Senator JEPSEN. Congressman Lungren.
Representative LUNGREN. Thank you, Mr. Chairman.
Janet, it is good to see you back here with some good news for us.
In your testimony, you mentioned that "Since the recession

trough in November 1982, civilian employment has increased by 4.2
million."

Is that seasonally adjusted?
Ms. NORWOOD. No, sir.
Representative LUNGREN. Why is that figure not seasonally ad-

justed?
Ms. NORWOOD. We could calculate it for you. We will submit it

for the record.
[The following information was subsequently supplied for the

record:]
The increase in civilian employment from November 1982 to January 1984, before

seasonal adjustment was 1,891,000.

Representative LUNGREN. I think you told us last month it was
about 5.5 million. The only reason I bring that up is that if we are
going to deal with apples and oranges we ought to deal with both
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the employment and unemployment side, and do a seasonal ad-
justment for your employment growth as well as for your unem-
ployment figure.

And if we are going to compare the nonseasonally adjusted un-
employment figure, it would be interesting to have the nonseason-
ally adjusted employment growth figure.

The employment population ratio-did that change from last
month?

Ms. NORWOOD. No; it is at 58.8 percent.
Representative LUNGREN. How does that compare with the

trough for the recession?
Ms. NORWOOD. It is higher, considerably higher. It was 57.2 per-

cent in November 1982. It is now 58.8 percent.
Representative LUNGREN. So that would at least be another indi-

cation that the figures you give us in terms of the improvement on
the unemployment picture are real. We have some hard data here.

Ms. NORWOOD. I like to think they are real.
Representative LUNGREN. We have hard data here on a number

of indices that we have had true employment growth in this coun-
try as well as a drop in the unemployment rate, correct?

Ms. NORWOOD. I think everyone would agree with that. During
this recovery period, we have had significant employment growth
and a significant decline in unemployment.

Representative LUNGREN. I just want to make it clear it is not
just some magic we are doing with seasonal adjustment to give us a
phony picture.

What is the automobile unemployment rate now-automobile
worker unemployment rate?

Ms. NORWOOD. That is down considerably this month, to 6.4 per-
cent.

Representative LUNGREN. And what was that at the trough of
the recession?

Ms. NORWOOD. Well, at the trough of the recession it was 24.2
percent.

Senator JEPSEN. Would you repeat that, please?
Ms. NORWOOD. 24.2 percent in November 1982.
Senator JEPSEN. What is it now?
Ms. NORWOOD. It is 6.4 percent.
Now, remember, these are people who say that their last job was

in the automobile industry. There may be people who were unem-
ployed autoworkers who found jobs outside of the auto industry
and then became unemployed again. They would not be reported as
unemployed autoworkers.

Representative LUNGREN. And you indicated to us that the figure
still does not put us close to what the historical high of autowork-
ers was. There has been a trend in which we have a smaller uni-
verse of autoworkers employed and unemployed to work with now,
correct?

Ms. NORWOOD. Yes; the employment level in the automobile in-
dustry, which has picked up considerably during the recovery and
is in fact above the level that it was at the beginning of the reces-
sion, is still considerably below the level that it was in 1979.

Representative LUNGREN. So that is somewhat consistent with
your figures that you mentioned about manufacturing jobs, that we
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have reached somewhat of a plateau in terms of growth in manu-
facturing jobs and the greater growth we see in jobs is in the non-
manufacturing sector, is that correct?

Ms. NORWOOD. I wouldn't want to call it a plateau. I think what
is happening is there is an increase in manufacturing employment,
but the recovery has yet to return in manufacturing to its pre-re-
cession peak. And a great deal of the employment growth is occur-
ring in the service-producing sector.

Representative LUNGREN. So the manufacturing sector isn't the
leader as it has been in the past in terms of job growth as we come
through the recovery, is that correct?

Ms. NORWOOD. During the recovery employment in manufactur-
ing has regained about 54 percent of what it was during the
recession.

Representative LUNGREN. And the figure you have for total em-
ployment, civilian employment, is over 4 million now?

Ms. NORWOOD. Yes; 103 million is a record level for civilian em-
ployment.

Representative LUNGREN. That is the largest we have ever hit?
Ms. NORWOOD. Yes.
Representative LUNGREN. OK. That would be reflected in the fig-

ures you gave us for the improvement in total jobs since the trough
of the recession.

Can you tell us how many States we have that are still in double-
digit unemployment figures?

Ms. NORWOOD. Just a moment.
Representative LUNGREN. And how that compares with the

trough of the recession?
Mr. PLEWES. In November 1983, the latest data we have for all

States, there were 12 States that had 10 percent or above.
Representative LUNGREN. How does that compare with the

trough, which I guess is what we are referring to as November, the
previous year?

Ms. NORWOOD. We don't have those data here. It is considerably
less.

Mr. PLEWES. About 30 States.
Ms. NORWOOD. We can supply that for the record.
[The following information was subsequently supplied for the

record:]

DOUBLE-DIGIT UNEMPLOYMENT FIGURES IN STATES

In November 1982, 20 States plus the District of Columbia had unemployment
rates of 10 percent or higher.

Senator JEPSEN. Congressman OBEY.
Representative OBEY. Thank you, Mr. Chairman.
Ms. Norwood, I think for as long as I have known you, you have

probably, as much as any other official in government, been synon-
ymous with the word "competence." I think your response to Sena-
tor Proxmire's question earlier also indicates that you are synony-
mous with the word "careful."

I would like to follow up on Congressman Lungren's last ques-
tion.

You indicated that the last figures available indicated that there
had been 12 States which were still in double-digit unemployment.
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Can you tell which ones they are?
Ms. NORWOOD. West Virginia, Alabama, Michigan, Ohio, the Dis-

trict of Columbia, Louisiana, Mississippi, Oregon, Kentucky, Wash-
ington, Alaska, and Indiana.

Representative OBEY. What were the last four?
Ms. NORWOOD. Kentucky, Washington, Alaska, and Indiana.
Representative OBEY. Thank you.
How many are still above 9 percent?
Ms. NORWOOD. We will have to count that. I didn't expect that

question, and so I have to do a counting.
Representative OBEY. Do you have any idea which ones they are?
Ms. NORWOOD. Wisconsin is 8.9. It is practically there.
Mr. PLEWES. The following States had an unemployment rate of

9 percent or more in November 1983: Alabama, Alaska, Arkansas,
the District of Columbia, Illinois, Indiana, Kentucky, Louisiana,
Michigan, Mississippi, New Mexico, Ohio, Oregon, Pennsylvania,
Tennessee, Washington, and West Virginia.

Representative OBEY. And Wisconsin at 8.9?
Mr. PLEWES. 8.9.
Representative OBEY. Thank you.
What percentage of the unemployed are covered by unemploy-

ment insurance?
Ms. NORWOOD. If you include all benefits, total unemployment in-

surance as a percentage of total unemployment is 39 percent.
Representative OBEY. So more than 6 out of 10 are not covered.

How would that compare with a similar point in the recovery after
the 1975 recession?

Ms. NORWOOD. It was 67 percent then, and it is 39 now.
Representative OBEY. So almost 7 out of 10?
Ms. NORWOOD. Yes; but that was in May 1975.
Representative OBEY. OK.
Ms. NORWOOD. So we don't have the period of recovery there.
Representative OBEY. So the months are skewed a little bit, but

basically you are saying that--
Ms. NORWOOD. If you take 1979, it is 33.
Representative OBEY [continuing]. So what you are saying is that

the last time that we had a major recession-let's put it this way-
since 1975 the situation has changed in terms of people falling
through the cracks, so that in contrast to 6 out of 10 who are fall-
ing through the cracks today you had, in May 1975, only about 3 /2,
with the benefit of the doubt, for every 10 who were uncovered, is
that right?

Ms. NORWOOD. I think, Congressman Obey, that perhaps a little
better comparison, since May 1975 was in the middle of the reces-
sion, would be to go back to 1982 in the recession when it was
about 47 percent.

Still considerably lower, yes, you are right. It is considerably
lower.

Representative OBEY. I understand it. The fact is there were a
number of changes made both before this administration came in
and since they have been here. I am not trying to get at the ques-
tion of who is responsible. I am trying to measure what I am
asking. I am not asking about 1982; I am asking about 1975. The
shape of the law was considerably different then.
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Ms. NORWOOD. Yes.
Representative OBEY. That is the answer I am looking for.
Can you give us a profile or give us some idea of the composition

of that group of people who have been unemployed for 6 months or
longer? What is that group?

Ms. NORWOOD. They are about 67 percent men and 33 percent
women. Almost half-48 percent-are 25 to 44 years old.

Representative OBEY. Forty-eight percent are 25 to 44 years of
age?

Ms. NORWOOD. That is right. A quarter of them are black.
Representative OBEY. And what industries or what kinds of

work?
Ms. NORWOOD. Well, about 30 percent are manufacturing, most

of those in durable manufacturing, about 17 percent in wholesale
and retail trade, and about 10 percent in construction.

Representative OBEY. Ten percent in construction. Thank you.
I have some other substantive questions, but I would like to put

on my other hat for a moment, the appropriations hat, and just ask
you a question about your budget.

As I understand it, your budget is being about level funded in
the last year, is that right?

Ms. NORWOOD. It is a level program budget. There is an increase
in funding for space, telephone, and travel, and a number of other
things, and there is also an increase that will show up because of a
transfer of trust funds. But in terms of programs it is level except
for an increase for the CPI Division program.

Representative OBEY. One last question. Are there any efforts
that you would like to be pursued that you think would be useful
in providing us with information which you are not going to be
able to pursue under that budget?

Ms. NORWOOD. That is a wonderful question to ask to the head of
any agency.

Let me just say--
Representative OBEY. Oh, no, I mean, in all seriousness, because

the numbers you provide, the numbers some other agencies provide
give us the guts of the information on which we need to make the
decisions or at least understand what is happening.

Ms. NORWOOD. Let me just say, Congressman Obey, I am pleased
that we have been able to start on the modernization of the hourly
earnings and the monthly employment establishment survey that I
am reporting to you here; that is, there is an increment that was
provided some years ago that we are working on.

I am pleased that we have underway the redesign of the Current
Population Survey and that we have begun work on the revision of
the Consumer Price Index, which will take some years to complete.

Obviously, there are many other things that we would like to be
doing. I guess my major concerns are in two areas.

One is that as the economy becomes oriented much more toward
a service-producing sector I think that the statistical agencies
throughout the Government need to be looking at the improvement
of data on services.

And the second area that gives me some concern, and in which
we are trying to do some work, is to improve our quality control.
That tends to be expensive, and I find that the Congress doesn't
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like it too much and neither does anyone else because it doesn't
produce new output. It just produces better output.

I am concerned about the quality of the data that we have, and
we are trying our best to improve it.

Representative OBEY. My time has expired. Thank you.
Senator JEPSEN. Senator Abdnor.
Senator ABDNOR. Thank you, Mr. Chairman.
Ms. Norwood, it is always good to have you come before us, par-

ticularly with the kind of statistics you have been reporting the
last few months. It is always pleasant to hear about improvements.
It is that much better if we can bring in all those good figures.
These are an important reflection of the economic recovery and the
condition of our country.

Now, many analysts use unemployment insurance initial claims
as a way to project movements in the unemployment rate.

Now, is that pretty consistent? How consistent is the relationship
between unemployment insurance initial claims with the unem-
ployment rate?

Ms. NORWOOD. There is, of course, a very strong relationship be-
tween the total unemployed, as we define them officially, and those
people who have eligibility for unemployment insurance claims.
But from time to time, and particularly in recent years, that rela-
tionship has not worked as comfortably as it did in the past.

Senator ABDNOR. Why?
Ms. NORWOOD. For a number of reasons, I think. Partly, I think,

because of some changes that Congress legislated in the law, partly
because of some administrative changes that have been made to ad-
minister the unemployment insurance laws better, partly because
the 1981-82 recession followed on the 1980 recession with just a
very short period of recovery, and so some people had used up their
benefits.

There are a whole lot of reasons for it.
Senator ABDNOR. Well, you have described a general statement

that for every 1 percent drop we have in unemployment that
means $25 or $30 million off the budget deficit.

Is that a reasonable statement, or is that a political statement?
Ms. NORWOOD. I am certain that unemployment causes problems

for the budget that can be related to dollars. But the specifics of
that I am not at all familiar with.

I think the Congressional Budget Office does a pretty good job of
making these types of estimates.

Senator ABDNOR. Well, I probably will come to that, but if there
is a meaningful figure it is certainly a big improvement and good
to have that kind of a change take place.

You have noted the unemployment rate has fallen quite rapidly
during this recovery. How does it compare with the recoveries oc-
curring since the 1950's?

Ms. NORWOOD. If we look at the drop in terms of the percentage
decline in the level of unemployment, which is the only way we
can look at it since the rates have been different, this drop in the
level of unemployment has been greater than in any period back
into the late 1950's.
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If we look at it in terms of the unemployment rate, which of
course then takes into account the labor force as well, it has been a
sharper drop than in any period since 1950.

Senator ABDNOR. If we can sustain that, we are that much better
off.

I am from South Dakota. Are you able to measure and disaggre-
gate unemployment in the more rural communities, cities with
populations of 5,000 and under? I mean, do you have a breakdown
among the unemployed, black, youth, women, and men, et cetera,
for the rural States?

Ms. NORWOOD. It is very difficult for us to develop unemployment
estimates with any real accuracy for very small areas of the coun-
try. It is particularly difficult for us to develop unemployment data
for rural areas because there is so much seasonal employment and
unemployment when people work on farms.

We do have a program to measure unemployment for cities of
50,000 or more, as well as for counties. We think that is too
small to get data for accuracy.

We do have data, of course, at the State level, and for South
Dakota we have South Dakota and Sioux Falls, but that is all, and
they are relatively low rates, under 5 percent.

Senator ABDNOR. See, this is getting off the subject a bit maybe,
but your figures are used sometimes as a formula for different dis-
tribution of different programs around here. Supposedly, they help
the unemployed in the depressed areas.

You go into States like mine where the people are practically all
self-employed and the rest of the labor force doesn't really register
under your figures. Many times we could be far more depressed
than some of the most unemployed areas in the country. It doesn't
show up, at least the unemployed. The ones that meet all the tests
and the criteria for unemployment are receiving some income, and
some of the people in my State and the rural areas are losing dol-
lars by going to work because they don't have any reimbursement
coming in.

I have argued a lot of times that sometimes per capita income
ought to be given some consideration because you can have a low
unemployment and still one of the lowest per capita incomes.

I know people that toss money out of their pockets every time
they go to work over the last 4 years just trying to hang on. That is
what I was really trying to get at.

In some ways your figures really do not actually tell the real,
real story of the impact of the economy in the various areas of the
United States. You just can't rely on unemployment figures alone.

Would you say that is kind of correct?
Ms. NORWOOD. Yes; I do say that is correct. I would rephrase it a

bit, however.
Senator ABDNOR. Yes.
Ms. NORWOOD. I think we can rely on the data that we produce,

but we ought to recognize the limitations. As we have indicated
many times, the smaller the area of the country, the smaller the
demographic group as a proportion of the total, the larger the sta-
tistical error just by definition unless you oversample enormously.
So that is a problem.
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A second problem is that people always look at the unemploy-
ment rate as though it is a hardship measure, and it is not a hard-
ship measure. It is a measure of essentially the supply of labor that
is out there, and then when we get into rural areas it becomes ex-
tremely difficult to measure some of the underemployment that
clearly exists there.

So it should only be looked at when we look at local areas in re-
lation to a lot of other data.

Senator ABDNOR. Thank you for a good point. I am happy you
made it.

Thank you.
Senator JEPSEN. Congressman Mitchell.
Representative MITCHELL. Thank you, Mr. Chairman.
I am going to follow your admonition. I am going to demonstrate

the power of positive thinking today.
Sure, we have seen a significant drop in the unemployment rate,

and that is very good, and I am absolutely convinced that the
people now at work are delighted to be out of that devastating,
long, contrived recession/depression. That is my positive thinking.

I can't be so positive about blacks and other minorities as has
been discussed. The unemployment rate is down to 8 percent, and
those who happen to be minorities still live with a 16.7 rate of un-
employment.

What would you compare the black youth unemployment with
the 8 percent? What is the rate of black youth unemployment?

Ms. NORWOOD. It is 47.9 percent.
Representative MITCHELL. 47.9 percent compared to 8 percent.

That is pretty devastating.
Now, please believe me, Ms. Norwood, I am merely trying to find

out what the scope of your work can embrace. I have the impres-
sion that because of affirmative action we did see some significant
gains in employment for blacks and other minorities.

Are you permitted to look at what the impact of the retreat from
affirmative action is on blacks and other minorities? Would that
fall within the scope of your work?

I am convinced that there is a retreat, and I really don't know
whether you would want to measure that as one of the factors af-
fecting minority employment; whether that is in the scope of your
jurisdiction.

Ms. NORWOOD. We do not have any data which can relate the
specific changes in unemployment to changes in affirmative action.

Representative MITCHELL. No, but I am saying maybe we can get
some more money out of the White House for you if that is within
the scope of your work.

Ms. NORWOOD. I am not sure how one would measure that. We
do not now do it.

Representative MITCHELL. OK.
Ms. NORWOOD. That doesn't mean it can't be done. I have just

not thought about how one would do it, what is it that are the spe-
cific facts that one could get.

Representative MITCHELL. But would you agree, in general, that
an affirmative action program has had a salutary impact on minor-
ity unemployment in this country?
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Ms. NORWOOD. There certainly has been an increase in minority
employment.

Representative MITCHELL. I am a little concerned about the
number of part-time workers. Their rate increased very, very
slightly, but it did increase.

Why is it that the number of people who are part-time workers
involuntarily-they want to work full time, but they can't-why is
it that their number would increase?

It seems to me that unemployment falls in a period of recovery,
but we have, at least in this month, an increase rather than a de-
crease. Why is that?

Ms. NORWOOD. The unemployment rate for all part-time workers
actually declined.

Representative MITCHELL. That is the group about which I am
talking.

Ms. NORWOOD. The number of persons working part-time for eco-
nomic reasons increased by 230,000. I won't know why that is.

Representative MITCHELL. You don't know why, but that has not
been the typical experience in a time of economic recovery, has it?

Ms. NORWOOD. No; it isn't. Of course, it is only one month's data,
and I would want to see several months before I concluded there
was anything substantive.

Representative MITCHELL. Could you tell me in terms of those
who are involuntarily part-time workers for economic reasons-do
you have any idea how many hours a week they work? Do they
work 20 hours a week or 10 or 15?

Ms. NORWOOD. We don't have any information of that kind with
us, but we could provide it, if you would like, for the record.

Representative MITCHELL. I would because I think you get a very,
very bad picture if you say here are the number of people who are
working part-time involuntarily because of economic reasons. You
can say at least they are working, but if they are working only 10
hours a week they are not earning enough to sustain their families.

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

In January 1984, persons who were at work part-time for economic reasons and
usually work full time averaged 23.9 weekly hours. For those who usually work
part-time weekly hours averaged 20.6. Of all persons at work part-time for economic
reasons, about 18 percent worked less than 15 hours, 52 percent worked 15-29
hours, and 30 percent worked 30-34 hours.

Representative MITCHELL. Let me pursue something that Con-
gressman Obey raised, whether you have the wherewithal to do the
job that you want to do, and I am going to probe real hard.

You are too good. I have tried for too many years to get hard an-
swers out of you on such things. Are you getting accurate informa-
tion on the number of people who have exhausted all of their un-
employment compensation benefits? Do you have an accurate
figure in your latest statistics on that?

Ms. NORWOOD. No, we don't because we don't have any jurisdic-
tion over the data that come out of the actual unemployment in-
surance system. That is not a Bureau of Labor Statistics responsi-
bility.



42

The Congress did request in the 1984 budget that we look at the
question of the development of information on mass layoff, and we
are to report to the Congress, I think in March, about that.

We are doing some pilot work to look at how that might be done
through the use of unemployment insurance records. Then of
course one could always take that a step further and find out more
about the unemployed.

Representative MITCHELL. Do you have the resources to do a
quality job?

Ms. NORWOOD. That is not a program that we have. We were
asked to investigate the cost and report to the Congress, and we
will do that.

Representative MITCHELL. One last thought from this very posi-
tive-thinking-oriented Member of Congress this morning, and that
is the long-term unemployed.

It seems to me that as a general rule, when we have had a recov-
ery, the long-term unemployed benefit, but that is not happening
at the present time. From the data that you have presented us this
morning, the number of people unemployed for longer than 26
weeks was 2 million in January from 2.1 million in December,
which is not an appreciable drop.

How do you explain that? Why are long-term unemployed people
not benefiting from the so-called economic recovery?

Ms. NORWOOD. I think if we look at this over the period of the
recovery, there has been a significant decline. It is obviously not as
large as most people would like, but is about in line proportionate-
ly with the changes in that group in previous recoveries.

Representative MITCHELL. In past recoveries?
Ms. NORWOOD. Yes. OK. It is just that everything is higher.
Representative MITCHELL. Everything is harder?
Ms. NORWOOD. Higher.
Representative MITCHELL. My time has expired. Thank you,

Senator.
Senator JEPSEN. Thank you, Congressman.
I would like to follow up some of the questions of Congressman

Mitchell with regard to your data.
The January 1984 issue of the Monthly Labor Review contained

an article on the underground economy and BLS statistical data.
What were the main conclusions of this article regarding the ac-

curacy of employment data, and how likely is it that the CPI data
have been distorted by underground economic activity?

Ms. NORWOOD. The purpose of that article was to review the
criticisms and the estimates that had been made of the people who
were missed or might have been missed in all of the BLS surveys.

The result of our review of these estimates was that when exam-
ined in the light of the definitions of our surveys and the way in
which our surveys are carried out, those estimates did not stand
up.

Now, I cannot go further and say we are certain there is no prob-
lem. We are continually vigilant about this. We feel that we need
to do a lot of testing and quality control, and we are trying to do
some of those things.

All that I can tell you is that our review of all the estimates that
have been made showed that the specifics of those estimates have
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been made generally without knowledge of the specific procedures
that we use. And that is essentially the conclusion of that article.

Senator JEPSEN. The unemployment rate of adult women was sig-
nificantly below that of adult men in much of 1982 and early 1983.

Has this relationship changed much in the recent months?
Ms. NORWOOD. There has been a gap between the two, and you

are quite right that the men have had a higher unemployment
rate. That gap has been reduced considerably during the recovery
period, in large part, I think, because the big job losses during the
recession were suffered by adult men, and the biggest job gains
during the recovery have been for adult men.

So those rates are now very close together. The men still have a
higher unemployment rate, 7.3 percent, but the unemployed rate
for adult women is quite close, at 7.1 percent.

Senator JEPSEN. Real average weekly earnings have apparently
increased by 2 percent in 1983.

How does this compare with the previous 3 or 4 years, and what
does this mean to the average American worker?

Ms. NORWOOD. Clearly, the average hourly earnings figures,
when adjusted for the Consumer Price Index, show an upward
trend now, and they had been declining before, in large part, of
course, because our price statistics are showing marked decelera-
tion; the Consumer Price Index of all urban consumers over the
last year has risen by only 3.8 percent. That compares to some-
thing like 12 percent in 1979-80.

Senator JEPSEN. Would your department happen to have a com-
bination of what the results would be due to the purchasing power,
due to the dramatic drop of inflation plus the tax cut plus the in-
crease of weekly earnings?

Ms. NORWOOD. No, sir.
Senator JEPSEN. You haven't put that kind of thing together. I

guess it would be quite dramatic.
In the previous months, you have described the recovery in em-

ployment additions as robust and widespread.
Do you still feel the same way about it?
Ms. NORWOOD. Yes. I think for the 14 months of this recovery we

have had extraordinarily good employment growth.
Senator JEPSEN. Senator Proxmire.
Senator PROXMIRE. Thank you, Mr. Chairman.
Ms. Norwood, you have been questioned already by Congressman

Obey and Congressman Mitchell about your budget and the effect
it would have on your operations. I want to be a little more explicit
than I think they were. I am not sure if they covered this.

Will any statistical programs be curtailed or delayed because of
the budget that the present system has?

Ms. NORWOOD. You will recall, Senator Proxmire, that in fiscal
1982 we eliminated 19 programs. Since that time we have added
basically one program, which is the beginning of the CPI revision.

That program was in the fiscal 1984 budget. It will be in the
fiscal 1985 budget. It is in the fiscal 1985 present submission, and
we hope, of course, that we will have that.

Senator PROXMIRE. There are sharp cuts in that, are there not?
Ms. NORWOOD. We hope that it will be adequate to do the job. I

should point out that the Consumer Price Index Revision Program

36-618 0 84 - 4
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is probably better than anyone else's and is an extremely complex
undertaking.

It is going to be very tight. We think we can do it. We are con-
cerned, and we are watching that program with great, great care.

Senator PROXMIRE. How about the reductions in ETA? I under-
stand that there are large budget reductions for the Employment
and Training Administration. Will they incur the quality of your
data in your testimony?

Ms. NORWOOD. The arrangements that were made in fiscal 1984
and then carried through further in fiscal 1985 provide for essen-
tially a transfer, either through a transfer into our budget or trust
funds, for the statistical programs that had formerly been jointly
funded by ETA and the Bureau of Labor Statistics.

We have the funds for the statistical programs that were jointly
funded and I do not see that there is any problem with them. The
only program that is not a part of that group of transferred funds
is the administrative data that comes out of the unemployment in-
surance system, the tax system, which we call the ES-202, which is
a tremendously important program because it feeds into the na-
tional economic accounts, as well as for a variety of other reasons.

We are working with the Employment and Training Administra-
tion to try to be certain that there are adequate funds for that.

I do not see at this point that the Federal/State programs are in
any serious difficulty.

Senator PROXMIRE. Very good. Keep us posted on this because, of
course, all of us want very much to hold down spending and I am
sure you feel the same way. But we want to be sure we get reliable,
accurate, comprehensive statistics so we know what you are doing.

This investment, it seems to me, has been a very good invest-
ment over the years.

Ms. NORWOOD. I like to think so.
Senator PROXMIRE. Particularly for the 100th anniversary, which

you point out it is.
Ms. NORWOOD. If you look at the B tables in our report, I would

like to point out to you that there are some further industry break-
downs in the establishment tables. We have, for example, business
services and health services.

As I indicated, I think this is the beginning of a step that is
really very much needed to do more work in the service sector.

Senator PROXMIRE. I would expect that over time as the employ-
ment increases, the unemployment drops, but the rate of overtime
may reflect an employer wariness about the duration of the recov-
ery.

Do you expect that these industries reduce overtime and add to
employment capacity in the coming months?

Ms. NORWOOD. I don't know. I think that is an important ques-
tion.

An employer can react by adding working hours, and many of
the people that I talk to in private industry tell me about two
shifts they have that are working overtime, but they are still keep-
ing some lines closed.

So it is a question of, I think, labor costs and of the employer's
decision, having come through the recession, perhaps to try to mod-
ernize and make things more concentrated.
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Senator PROXMIRE. You don't have confidence that the recovery
will continue? Is that part of it? You don't want to hire a new em-
ployee, put him on, go through all the training costs, and so on,
and then have to lay him off?

Ms. NORWOOD. There may be some of that. There is concern, of
course, I think we are seeing some signs of the GNP data perhaps
slowing slightly, and then there is always the concern about the
deficit.

Senator PROXMIRE. You were asked about part-time work. Within
the category of workers who desire but can't obtain full-time jobs,
how many work less than 20 hours a week? Do you have any fig-
ures on that?

Ms. NORWOOD. We don't have that information with us.1
Senator PROXMIRE. The fact that there were so many teenagers,

a big increase in teenage employment and very little increase,
practically no increase in adult employment, suggests to me that
there should have been a big recovery in the service areas, but you
say that about one-third of the jobs have been added since the
trough of the recession in the service industries.

Where is the other two-thirds?
Ms. NORWOOD. Some of it, of course, is in manufacturing. For ex-

ample, autos, lumber and wood manufacturing, plastics. There has
been a big upturn there.

Some of it is in retail trade.
Senator PROXMIRE. I notice the leather industry is down.
Ms. NORWOOD. Oh, yes, and tobacco is another industry that is

down considerably.
Senator PROXMIRE. Down recently. They went down in January?
Ms. NORWOOD. That is right.
For example, the blast furnace and basic steel industry has not

recovered any of the loss during the recession; whereas, the lumber
and wood products industry has regained 150 percent of the reces-
sion loss.

Senator PROXMIRE. Just one more question, Mr. Chairman. I
apologize.

In the very depressed employment area, how do pay rates com-
pare with sectors experiencing employment growth? Has there
been a shift so that those that have lower level of wages have re-
covered and those with higher level of wages have not?

Ms. NORWOOD. There are some signs of decreasing wage rates in
the industries that are declining. I wouldn't want to make too
much of that because the way we have to do this is to look at aver-
age hourly earnings, which are also affected by other mix prob-
lems.

We could submit a table for the record, however, which would
show some of the service-producing industries going up and a few
of the others going down, but I think we should be a bit careful
about drawing too many conclusions.

Senator PROXMIRE. Thank you.
Senator JEPSEN. Congressman Lungren.

]See response on p. 41.
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Representative LUNGREN. Does the average hourly benefits that
you have talked about, earnings that you have talked about-does
that include benefits like health insurance benefits?

Ms. NORWOOD. No, sir. The series that we have that can give us a
much better fix on what is going on in terms of pay, which I think
is the employment cost index, which includes total compensation,
and it is done by keeping essentially constant the occupation. So
you don't have an occupational mix. You don't have the full-time/
part-time mix.

It is a base-weighted index. So you can really see the change.
That is really the best series to use, but unfortunately, that does
not have large industry detail.

Representative LUNGREN. Commissioner, I would like to con-
gratulate you on the job you are doing in holding down spending. I
also like your reluctance to ask for more.

I have never heard anyone suggest that the figures you give us
are anything less than competent figures, and I think that is a bi-
partisan feeling.

I like your statement that you concentrate so much on trying to
do your job within your budget that you don't have time to think
about those that are not. Perhaps if we could have that idea ex-
pressed in other parts of the Government, we might be doing
pretty well.

One of the important figures-all of the figures you have given
us are obviously very important-but I think one of the most im-
portant one is figures that I believe Senator Abdnor was talking
about with you, that we had 2 percent increase in real weekly
earnings this past year.

Ms. NORWOOD. Yes.
Representative LUNGREN. And according to the data you have

given us, that is the best performance we have had in 11 years.
Ms. NORWOOD. That is right.
Representative LUNGREN. That basically means people are ahead

of the curve on inflation with respect to what they are taking
home, correct?

Ms. NORWOOD. That is right.
Representative LUNGREN. I hope that is not lost in the testimony

here because I think that is extremely important.
In your testimony today, and in other months, you have always

talked to us about important demographic changes and suggest we
should take those into consideration when evaluating this evidence.

You have talked to us today about what appears to be a substan-
tial decrease in teenagers in the job market, and you indicated that
you have an expectation that this trend will continue.

I wonder if this is going to create some potential problems down
the line for the question of the armed services and the pool that we
have to pull from.

In that regard how dramatic is this change in demographics with
respect to teenagers?

I don't know how you evaluate it on a percentage basis or what
criteria you would use, but what type of criteria would you think is
appropriate?

How would you describe the demographic changes we are seeing
now with respect to teenagers?



47

Ms. NORWOOD. It is quite clear that birth rates dropped as the
post World War II baby boom ended.

It is also clear that there have been differences in the makeup of
the population because the birth rates of some groups declined less
than the birth rates of other groups. As those youngsters grow up,
we will find fewer of them and we also will be finding a very differ-
ent racial makeup.

Minorities will comprise a larger proportion of the new entrants
to the labor force than they did in the past because their birth
rates declined less than the white birth rate.

So I think there are a number of factors there that certainly
need to be considered.

Representative LUNGREN. I guess one way of asking would be to
determine what the pool of teenagers has been or the pool of those
teenagers who at least have an opportunity to decide whether they
want to join the Armed Forces are in terms of numbers.

Are we going to see a tremendous diminution in the number of
teenagers in that pool?

Ms. NORWOOD. We are having now a diminution in the numbers
of teenagers coming into the work force, and that is because there
will be a smaller population of teenagers for the next several years.
It is a significant decline, and it will continue for several years.

Of course, later it will turn around again.
Representative LUNGREN. I want to make this clear-do you see

anything to suggest that the labor force trend that you mentioned,
the slowdown of women and teenagers entering into the job force
will change in total in this year or for next year?

Ms. NORWOOD. The teenage group certainly will not. The labor
force participation rates for women may well pick up a bit as the
economy continues to improve. They probably will not return to
the very rapid rates of increase that we had during the 1960's and
the 1970's, but I expect they will again pick up a bit.

Representative LUNGREN. Thank you.
Ms. NORWOOD. Congressman Lungren, may I just say that I ap-

preciate the comments you made about my response to the budget.
I would certainly like the record to show that I support the Presi-
dent's budget for the Bureau of Labor Statistics.

I would also like the record to show that I believe strongly in the
need for quality control and for using our resources efficiently to
try to develop more and better data.

Representative LUNGREN. I understand that, and I wish we could
have your same feeling about quality control to prevail over here
in the House in terms of our legislation.

Senator JEPSEN. Ms. Norwood, I would like to explore that 6.2
percent employed of those over age 25. I was quite taken with that
statistic.

What would be the percentage figure that would represent what
you consider to be structurally unemployed in that age group?

Ms. NORWOOD. I can't put any particular number on that or any
percentage on it. I think we need to be concerned about people who
are unemployed, and especially those who are not able to find work
over a long period of time.

We have a dynamic labor market in this country, and people are
always changing and moving. Some people are always changing
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jobs. They leave jobs, they lose jobs, and they find others. People
also enter the labor force after a period of absence or for the first
time.

Clearly, the 2 million people who have been unemployed for 6
months or more, the so-called long-term unemployed, are having
serious difficulties.

Many of our minority workers who may be geographically locat-
ed in areas where jobs are not available or who have skills that are
somewhat different from those that are required for the jobs that
are open are having difficulty.

There are still a number of displaced workers, that is, those who
have lost jobs and who have not found other jobs to replace them.
We are doing a special survey to attempt to quantify this group
and learn more about them.

There are still a number of those people, and the job losses have
been primarily in the goods-producing sector. Job gains during the
recovery have been about equal in the goods and service producing
sectors.

So there may be a training and a skill-mix problem.
Senator JEPSEN. You do not have a figure for the structural un-

employment of those under age 25?
Ms. NORWOOD. No, sir.
Senator JEPSEN. Do you have a figure for what is considered to

be full employment?
Ms. NORWOOD. No. I leave that to the researchers and to the pol-

icymakers to discuss. Clearly, that rate varies, depending upon the
particular views of the individual, anywhere from 4 percent to 7 or
8 percent.

Senator JEPSEN. According to other people, then, somewhere be-
tween 4 and 8 percent could be construed as being full employment
in this country when you take into consideration those who are
handicapped, those who are structurally unemployed.

Is that what you are saying?
Ms. NORWOOD. Yes.
Senator JEPSEN. That is the range now, and you don't get into

that at all, examining it at all? How can you reflect people who are
unemployed in this country on the basis of "want to be unem-
ployed"? Wouldn't this affect the number if not definition of struc-
tural unemployment?

Ms. NORWOOD. The definition of "structural unemployment" is
the problem. Clearly, the economic literature suggests, there is
always going to be some frictional unemployment out there, as
people change jobs, even voluntarily, or decide to enter or reenter
the labor force in search of work.

The exact definition for "structural unemployment" I find diffi-
cult to come up with. We can tell you about the number of people
who are unemployed in an objective way, who actually have told us
that they are looking for jobs. They report that a job search has
taken place.

And that is, I think, important because it is a much more objec-
tive measure than if we or anyone else were to decide that this
person is in the structural group but another person is not.

One of the things, Mr. Chairman, that we have tried to do is to
emphasize the need to look at the entire body of data that is in our
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release, and the release has a lot of numbers in it. There is a
reason for that.

The reason is that a single number cannot tell the whole story.
We really need to look at what is happening to individual groups of
the population, and I think you are quite right in pointing out that
we need to look at many of these much more carefully.

Senator JEPSEN. You can pick up a paper any given day and go
to the want ads and find page after page after page after page after
page of jobs. We have all heard stories about working the system,
where people have gone and applied for a job to meet the qualifica-
tions of some of the programs that require they have looked for an-
other job.

I know in my State I have numerous business people who have
advised me that they cannot find people to do the work that they
need done, and they have people come in who are unemployed and
have been sent there by employment agencies or job services, what-
ever it may be, and they come in and they visit without a real in-
terest of working, but only to qualify for relief programs. Though
they are a minority of the unemployed, they are included in the
statistics, aren't they?

Ms. NORWOOD. Anyone who is not working, is available for work,
and has searched for work during the preceding 4 weeks of the
survey is included in our data.

Senator JEPSEN. So those people are included in your data be-
cause they have gone out. They have done their thing, so to speak.
They have made their one contact, and for right now they have
tried to find work, and that work isn't suitable and doesn't pay
what they would like, especially since they have a combination of
government programs. So they prefer not to work.

Those are included in the unemployment statistics?
Ms. NORWOOD. Yes.
Senator JEPSEN. Well, let's go to another area, and that is in this

new growth that is taking place. Among many positive dynamics
that are taking place in this economic recovery is the fact that we
have hundreds of thousands of new businesses starting every week.

My understanding is that your household survey and establish-
ment survey would at some point in time pick up these folks that
were employed in these new businesses, but there is a lag time
there.

When would employees of these firms, these new businesses-of
which we have more than we have ever had at any point in time in
our history-be picked up and included and reflected in your statis-
tics as being employed?

Ms. NORWOOD. I think the important point to remember, Mr.
Chairman, is that they are reflected in the household survey as
soon as they become employed, and it is the establishment survey
that is a survey of business establishments.

Senator JEPSEN. That is what I said.
Ms. NORWOOD. There is a lag in the establishment survey in ob-

taining information on new firm formation. The difference this
month between the household survey and the payroll survey is
somewhat narrower than it has been before, but the 4.2 million
growth in employment that we have been talking about, is based
upon the household survey where there is no lag.
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Senator JEPSEN. So that knowing full well that this phenomenon
is taking place, where we have a dramatic, dynamic increase in the.
new businesses and it is literally starting to explode, so to speak,
those new jobs that you list in those numbers would be consider-
ably greater than what you have but you don't know how long.

Is it 1 month, 2 months, 3 months?
Ms. NORWOOD. First of all, you are quite right that there is some

lag in picking up new establishments in the business survey.
The Bureau of Labor Statistics recognizes that, and we do have a

statistical method for adjusting for that, what we call a "new birth
bias" that might exist in the survey. Obviously, no statistical ad-
justment can be perfect, and there may be some lag still there, but
we do attempt to adjust for it.

I think the important thing in looking at that issue, however, is
to recognize that we have two totally independent surveys that are
measuring employment and that the household survey does not
have any birth of establishment problem with it.

That is the one that is showing the 4 million jobs that have been
created during the recovery. The establishment survey is showing
somewhat less.

On the other hand, the establishment survey, which is based on
payrolls, does not include the self-employed and a few other groups.

Senator JEPSEN. Would it be correct to say that the differences
caused by this birthing phenomenon that you talked about will
continue so long as the economy continues to expand at the solid
rate that it currently is?

Is the formula with the adjustment mechanism that you are
using to try to gauge this been fine tuned in light of the tremen-
dous explosion of new businesses that have been opening up now?

This figure may be a little dated, but in the last 18 months or so
we have had over 800,000 new businesses formed. It is rather spec-
tacular.

Ms. NORWOOD. Yes, sir.
The answer to your question is yes. Of course, we keep watching

these developments, and we do review our adjustment factors on a
regular basis and make changes at special times that are under-
stood and known because we have to be a very open organization
and let people know what we are doing.

And at the period when we benchmark the data, we have a
better opportunity to see where they are. We have done very well.

I would point out, when we go back and look at the data that we
have produced in the past and compare them to the benchmark
levels of the total after the fact, we find that we have been ex-
tremely close.

In addition, as I pointed out, we have the added safeguard that
there is no problem of new establishments in the household survey
because we are going out to people asking people whether they are
working or not.

We are not going to establishment. We are not asking them
whether it is a new establishment or an old establishment.

So we are lucky in the sense that we have two independent sur-
veys. The household survey is always higher than the establish-
ment survey, in part because of definitional differences, people like
the self-employed who have increased enormously during this re-
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covery, but also because there is no lag in picking up new establish-
ments.

So I think that in terms of the total statistical package that we
present each month we cover this pretty well.

Representative LUNGREN. We went into this little bit last month.
You have said that the difference between the two surveys has nar-
rowed. Is that a result of any fine tuning or adjustments that you
folks have made, or is that the result of a different phase of the
recovery, or is there an answer at this point as to why that would
narrow?

Ms. NORWOOD. I think there are several answers. It is not due to
fine tuning because we don't fine tune data.

Representative LUNGREN. With regard to the birthing phenome-
non is there some adjustment you make to try and better pick it
up, or do you just accept the fact that you can't pick it up with the
establishment survey initially and, just realize that when you put
those figures out?

Ms. NORWOOD. Congressman Lungren, there is a statistical proc-
ess and procedure that is an established procedure. It is looked at
and changed, if it needs to be changed, only once a year. It is done
at a specified time so that everybody will know what we are doing.

We must be certain that any statistical methodology that we use
is announced and people understand it.

I think what we can do is to say that there has been, for exam-
ple, an increase between December 1982 and this month of January
1984. There has been an increase of 500,000 or so in the number of
people who are self-employed. They would be, by definition, ex-
cluded from the establishment survey.

Agricultural workers and private household workers are ex-
cluded, as are people who are on strike, and persons with unpaid
absences. By definition these groups are excluded from the business
survey.

We feel that we can explain most of the differences. There may
be differences of a few hundred thousand differences over this 14-
month period, which is, I would point out, a very small number.

We also, as we have discussed before, must recognize that there
is some sampling variability in the household survey, but the two
surveys over the long run tend to track reasonably well once you
account for these differences in definition.

Senator JEPSEN. Ms. Norwood, the CPI plus the unemployment
rate equals the misery index.

What was the misery index in 1980 compared to the most recent
month in which the data is available? Do you have that?

Ms. NORWOOD. We don't calculate an index of that kind. We can
supply for the record, if you like, the figures on the CPI and on the
unemployment rate for any period that you specify.

Senator JEPSEN. Yes, if you would, and we will ask for it at this
point from other sources, too, to see if they all come out the same.

[The following information was subsequently supplied for the
record:]
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Senator JEPSEN. I thank you, Ms. Norwood, and I want to take
this point in time to echo what has been said by my colleagues
from both sides of the aisle here today with regard to your stead-
fast and consistent professionalism.

We have had a national economic headache. It has been a pound-
ing one, and the headache is starting to get better. It is consider-
ably better than it was a year ago. It is considerably better than it
was 18 months ago, and both the unemployment figures and all the
other indicators that measure the health of the economy for a good
number of months now have pointed in the right direction. For the
American worker, this is the best economic recovery in the post
World War II period.

For your part in the reporting of this particular indicator, I con-
gratulate you and thank you for your professionalism and your
consistency. It is most helpful, and I think it is also very good for
the image of the "bureaucracy."

Thank you for your good work.
Ms. NORWOOD. Thank you, Mr. Chairman.
Senator JEPSEN. The committee stands adjourned.
[Whereupon, at 11:30 a.m., the committee adjourned, subject to

the call of the Chair.]
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OPENING STATEMENT OF SENATOR JEPSEN, CHAIRMAN
Senator JEPSEN. Madam Commissioner, welcome once again to

the Joint Economic Committee's monthly hearing on the employ-
ment situation. We look forward to your testimony explaining the
continued dramatic improvement in labor market conditions.

The main story is that the civilian unemployment rate declined
two-tenths of a percentage point to a level of 7.8 percent. The un-
employment rate has dropped about 3 percentage points since the
end of 1982. The rapid drop in the unemployment rate is the most
satisfying aspect of the current economic recovery. Under current
policies, America is working again.

I am advised by my staff that the employment growth in this re-
covery has been robust by historical standards. According to the
household survey, in February 700,000 new jobs were created and
total civilian employment climbed to 103.9 million, a new record.
Total employment is now higher than ever before.

For the American worker this has been the best recovery since
World War II. The vigor of this economic expansion has created
almost 5 million new jobs so far. The unforeseen strength of this
expansion improved labor markets faster than anyone thought pos-
sible. Furthermore, the 1.1-percent rise in the composite index of
leading economic indicators in January signals continued economic
growth and job creation in coming months. While strong economic
growth is feared by some, it is essential to the continued welfare of
the American worker. It is only through healthy, sustainable eco-
nomic growth that we can create and maintain enough jobs to
employ all Americans seeking work and enforce our own goals:
gainful employment for every single person in this country that
wants to work.

(57)
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The employment gains during the recovery period underscore the
point that the best jobs programs is an expanding economy. Gov-
ernment policy must continue to make sustained economic expan-
sion its highest priority. Those who support fiscal or monetary
measures to slow the economy for one reason or another are asking
us to kill the goose that lays the golden egg.

Ms. Norwood, before you proceed, I would like to recognize a
very distinguished colleague and, I might add, a most faithful col-
league on this committee, Senator Proxmire, who is here to share
in the good news.

Senator PROXMIRE. Mr. Chairman, thank you very much.
Senator JEPSEN. Ms. Norwood, you may proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, U.S. DEPARTMENT OF LABOR,
ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE COMMIS-
SIONER, OFFICE OF PRICES AND LIVING CONDITIONS, AND
JOHN BREGGER, CHIEF, DIVISION OF EMPLOYMENT AND UN-
EMPLOYMENT ANALYSIS
Ms. NORWOOD. Thank you very much, Mr. Chairman. I would

first like to introduce Kenneth V. Dalton, Associate Commissioner,
Office of Prices and Living Conditions, on my right; and Jack Breg-
ger, who handles the labor force data.

I am always very pleased to come before this committee to offer
a few comments to supplement our release.

February produced another round of strong improvements in our
Nation's job market. Both employment series showed large gains:
household employment advanced by 700,000 and nonfarm payroll
jobs grew by almost 400,000. In addition, both the overall unem-
ployment rate and the civilian worker rate declined another two-
tenths of a percentage point, to 7.7 and 7.8 percent, respectively.
Both were nearly 3 full points below their recession highs.

The highlight of current labor force development continues to be
the rapid growth of jobs. The unusally large household survey
gains were shared by both adult men and women and by both
whites and blacks.

The employment-population ratio, the proportion of the working
age population with jobs, is a particularly useful economic indica-
tor. For civilian workers, this ratio was 59.1 percent in February.
This means that we have regained 2 of the 21/2-point recessionary
decline. We are currently 1 point below the all-time high in this
measure achieved in 1979.

Over the last year the unemployment-population ratio for adult
men has increased by nearly 21/2 percentage points to 72.9 percent.
This ratio is affected both by economic activity and by the long-
term secular decline in labor force activity among men, particular-
ly older men, which began many years ago. The employment-popu-
lation ratio for adult women, on the other hand, declined only
slightly during the recession and is now at a record 49.6 percent.

Payroll job gains were widespread. Construction posted an in-
crease of almost 40,000 jobs in February and, since the industry's
recession low, has added about 450,000 jobs. Manufacturing employ-
ment continued to advance, with February's gain of 110,000 occur-
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ring primarily in durable goods. Employment in the service-produc-
ing sector continued its strong growth, adding 240,000 jobs Febru-
ary. The services industry accounted for almost 150,000 of the Feb-
ruary increase and has added more than a million jobs during the
recovery. Retail trade was another industry group to show a sub-
stantial over-the-month gain.

The performance in the manufacturing sector during the recov-
ery has been quite uneven. Some industries, such as lumber, furni-
ture, electrical equipment, and automobiles, have recovered all of
their recessionary losses. Others, such as machinery, fabricated
metals, and, most dramatically, primary metals, have shown rela-
tively little employment recovery. At the extreme, steel has not re-
gained any of its losses.

An interesting note is that the manufacuring workweek is at the
highest level in nearly two decades. Increased hours are sometimes
a substitute for employment growth. Thus, the statistic which com-
bines workweek and employment gains, the index of aggregate
weekly hours, has performed far better during the recovery than
has manufacturing employment alone.

The overall and civilian unemployment rates, have fallen two-
tenths of a percentage point in each of the last 3 months. These
recent jobless rate declines are positive signs of improvement in
the labor market because of their consistent and steady downward
trend.

The February developments are similar to other recent months
in that adult men continued to pace the gains. Their jobless rate
dropped from 7.3 to 7.0 percent, the lowest it has been since No-
vember 1981. Improvements were concentrated among workers
looking for full-time jobs and among the very long-term unem-
ployed. The number of jobless in more than a half year declined by
225,000 in February and by more than a million since last June.
Both the mean and median duration of unemployment declined
substantially over the month.

The labor force increased sharply in February. As you know, the
labor force figures in the household survey often show considerable
month-to-month variability. Until February, labor force growth
during the recovery has been quite slow. When we include the Feb-
ruary increase the labor force has grown by 1.7 million over the
year, well below the 2.5 to 3.0 million annual gains in the late
1970's. As I have pointed out before, demographic changes, espe-
cially the decline in the youth population, explain much of this
slowdown. Our experience suggests that it is unlikely that in-
creases of the magnitude of the February labor force change will be
sustained in later months. We can, I believe, anticipate a continued
increase in the labor force participation of women, but we, of
course, do not know exactly how large that increase will be. While
we have seen an increase in retirement among older men during
the recession, and, indeed, over the last several decades, the labor
force participation rates for men in the 25- to 54-year-age group
have remained quite high.

In summary, we continue to experience an unusually strong
labor market recovery, reflected in large employment gains and a
steady decline in the unemployment rate.

36-618 0 84 - 5
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My colleagues and I would be happy to answer any questions the
committee might have.

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

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-11 ARIMA method X-11
method

Month and year Unadjusted (official Ran e
rate Official ncoet Sae oI Rdal method (cofu.1-7)procedure Concurrent Stable Total Residual before

1980)

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

1983
February ............... 11.3 10.4 10.4 10.2 10.5 10.6 10.4 0.4
March ............... 10.8 10.3 10.3 10.2 10.4 10.4 10.3 .2
April ............... 10.0 10.2 10.2 10.2 10.3 10.2 10.3 .1
May ............... 9.8 10.1 10.1 10.2 10.1 10.1 10.1 .1
June ............... 10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July ............... 9.4 9.5 9.5 9.4 9.5 9.5 9.5 .1
August ............... 9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September ............... 8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October.................................... 8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November ............... 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December ............... 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

1984
January ............... 8.8 8.0 8.0 8.0 8.1 8.0 8.0 .1
February ............... 8.4 7.8 7.8 7.6 7.8 7.7 7.8 .2

EXPLANATION OF COLUMN HEADS

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

(2) Official procedure (X-11 ARIMA method). The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised a the end of each year. Extrapolated factors for January-
June are computed at the beginning of each year; extrapolated factors for July-De-
cember are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.
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(4) Stable (X-11 ARIMA method). Each of the 12 civilian labor force components is
extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

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

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

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

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

The standard X-11 method is described in "X-11 Variant of the Census Method II
Seasonal Adjustment Program," by Julius Shiskin, Allan Young, and John Mus-
grave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, March 1984.
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THE EMPLOYMENT SITUATION: FEBRUARY 1984

Erpinyteni eaae markedly in PFbronry and .nepleyment contin.ed to decline, the blre.1:, of

Labor Stot in iicn of rit0l .Ub c1
arceLit of Labor roported totdy . o.t LI,, tee r" I aLotl - pttcttt

rate, at 7.7 percent, and the cIvilian corker rae, at 7.8 percent., dropped to-teotit of I

percentage point over the tooth. Sioc the Novenher 1982 rece..i. n troo'git, cite LtLet have

denlised hy 2.9 percentage poinct, and the noeher of ceemplaynd ha bheen redaced by 3.1 nililei.

Total civilian empley.e.t--n . e.ea.red by tht ronthly ytrvey of it..ottttido--te by 700,000

in Februery to 103.9 dllien, neosonally adjeted. The propartolee of tho oivili-le poipttctic

cith jobs nan 59.1 percent, the highest niece Auguet 1981.

.The nrber of enployee no nontgricuiturol payrail.--o. maea.red by th.e eutttitly t-orety .1

metsblishm.ete--adv.ncmd by 385,000 to 92.2 miilion . aine ern particulorly large in aeritec

and dorable goods nof ogactorig-

Un.mlovoent (Ho.eehold Sorvev Rate)

The oseaployrent raet for civilians dropped 0.2 petoentage point in FPbroory ti 7.8 percent,

easnoally Ddjuated, as the namber of oeemployad deciined by 225,000 to 8.8 ntliio. TiLte

e-plnymet rate for *dult -_ fell 0.3 paint to 7.0 percent, while the rate for adalt woren

edged don to 6.9 percent, and the race for teenagers one steble at 19.3 percent. Jlbl.as ratao

for bleak nd ohite -nrkrer cnnttinud to trend don. The black teenage neecploynent rate con

done to 43.5 percent. reflecting iaprooaereta for yonSg black cameo The LLeof llipncaic

jobleseme . fell f.an 11.2 tn 10.2 percec.t (S.e tcblee A-2 and A-3.)

both the mean nod edian dlration of -neoploymeIt fall io February--to 18.8 nod 8.3 ceeks,

rmepmcttvel7--as there can n mobotantial decline in the otber of very long-tete unepltoyed (27

or atie cesk). Jab lomere aceunJted for aLeoc 54 percent of the Jebleon total, dean fins

reemmain.ary high of 62 percent. (Sea tables A-7 and A-8.)

Total REelvovent and the Labor Forte (Hf...ehold Server Data)

Total civilian e-ploymet. at 103.9 millIon, sensooally adjoetad, increanad by 700,002 Ic

Febroery and ham ri 4. illin ver the coarse of the recovery, the lorgoac Sain in rte

firmt 15 anethb of any posI-_wdld wao IL rlcovery poriod. ver-tIle-mcith loorcosen acre n.iarad

acong adlt m.en and neon nod chie -nd blnrk sorker. Since Naohabr 1982, the proportion of

the popolotioc Wlth Jobc tan. rl1ett by cbhoot 2 Lrtc`Ltor lali'to Ior nitLtec, c 60.2 t Cett

by 3 pereesteg points for blacko, to 51.8 percent. (S.m tabLen A-2 nod A-3.)

The rate of job grooth ever the past year ban been, greatest -amn prec.ion. prodeatioot

rft nd repair workirs--p 7 percent to 12.8 miioin--and oporotinr obriectrcO

laborerm--ep 6 percent to 16.2 million. Ssnica occupotioes recorded the Ianai rate of groti

doring thin period, shui employeant in form-in, farentry, cod fiahioc recerded c ilgit

deeline. (See table A-ll.)

The civilian 1-.8r force rose by ri10,00D in Febr-nry to 112.7 etlicon, -anonally edjeated.

Ihibi Crowth .erared ong both bhite and blek" worbkre end ens enpecially cieiblb among aduli eom

D oer the mores of the recovery, labor farce gains have kept pace vitit papolatioc credt1, o itl

_MW nvraIl labor force panticipatlas rate of 64.1 percent nt tpbr.ary nan the sn- en in Noveccbt

centeneitl 1982.
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Induttry Paveo71 feploceout (Eetoblilhoioot S-rvey Dota)

Neongriclttorot payroll eaploy-eot roar by 385,000 in Febrosry. Job goton cootin.ud to
be ald'c1 ,r d, wItb tao-thILrds of the 186 lodunrtoie to 110 D1.8 todoo of dlff-oloo royletortog

over-thon-th iocroasee. At 92.2 otliloc. aoosooaily adjootod, tototl oofor- ccploycwt hoc
rlroo by 650,000 over tIe pyst 2 -onths ood 0o0 3.5 rllloo ebovo tho Novoebor 1982 lovol. (8ee
tabtoo d-1 cod U-6.)

Tuo-thirdn of thb February iocroae occar rod it tha nonufactorLtg (110,000) aod ucrcicoa
(145.088) dn irtres, eacb of wbith caotitued thbir rtroog groath duetig the recovery period.
wi11mb cofocturtog, ovor-to LI.tl: g .t.e ..ro cauooocroted fit thto dorobloo goodo iodortro,
especiatly to electrical ood e lectrac.. oquiptjsot, nacltoory, ood Lr....or.t.LL'L co1 1

Iecct,
ohbcht ether eccounted foe 68 percent of the overall osoofacturteg gain. to noodur-ble goods,

ilto uoty .t.b. to o Lot Lc on tIhe L noL-rcLIaLcd rubbur ood ply:uIc 1-rodocto tdIlt ry, Ilil Ill
han eho.. ntrength in recent tonthr. Total factory jobs h-avo rlt by 1.3 nItIt tiaLce
Nooc-r 1982. The oIrgoe ovIr-tILo-ootl. ecoylonot itoroauo in th. .. rvl.eo Ililoofry eoftLlood
tIh -ro1g grotlth p-tLoco durtlog Lhc pOOL 15 .-ooclb (1.1 LnltllIu).

Tuble A. Major inditctarn of labor market nttivtty, neasun.lly adjusted

I q-artorly avoragee I M-ooly dote I

Cetegory I I I i Jon.-
1292_13. )983I98 3 I 83f2.... n1 . I94_ Feb.

I IV I fIt IV t | Dec. 1 Jen. I Fob.I
HOUSEHOLD DATA I

I Thourondr of rornoon
Laboo force 1/ ....... 1112,4931113,7371113,7021113,8241113,9011114. 3771 476

Total esplyonot 1/ ................. 1100,7181103.2091104,1951104.6291104.0761105,5761 700
C ivlian labor for c .. 8291112,0571112,0121112,1361112,2151112.6931 478

Ciotlian e6ployneot.I 99.05411.5281102.506102.9411103.1901103.8921 702
toploywo...t......I...... 9I:715I 10,5291 9,5071 9,1951 9,0261 8,0011 -225

Dot it labor fo ...................... 62,21/I 62.3921 62,9381 62,9851 63.3310 62,9861 -32
Dincourogod oorbe r r .I... 1,8131 1,6101 1,4571 N.6.1 N.6.) N.A.1 N.A.

U..nployInot eaten:
All orknra 1/...................../
All civiltn oorkers ......

Adult on...
Adul ... .
T.enagor......
White............... ::: ..........

bi.Black...............
boycotti oriton..........

ESTADLISHMENT DATA

Noofurs payroll employoni. .
Cooda-prodoctog tnduutrioa......
Service-productng toduntrten.....

; Percent of labor force

,1 10.51 9.31 8.41 8.11 7.91 7.71 -0.2
I 10.61 9.41 8.51 8:21 8.01 7.81 -0.2

9.91 8.71 7.81 7.41 7.31 7.01 -0-3
I 9.01 7.91 7.21 7.11 7.11 6.91 -0.2

*1 24.11 22.41 20.61 20.11 19.41 19.31 -0.1
9.51 8.11 7.41 7.11 6.91 6.71 -0.2

*1 20.61 19.41 17.91 17.81 16-71 16-21 -0-5
I 15.31 12.81 12.11 11.61 11.21 10.21 -1.0

i I I I I I I

I Thousands of lobs
-1 88,7961 90,2501 91,3461 91.599191,863pI9

2
,
2 4

9pl 386p
.1 23,1601 23,8301 24,2981 24,41512,611yp124,760,1 149P
.1 65,6361 66,4211 67,0481 67,184167,252pl67,489171 237p

i I I I l l I

! - . . -laura of work
Average weekly hoors: I I I I I I I

Totol prtvro o...f.L ................ 34.71 35.11 35 31 35.31 35 5Py 35.4Py -0fly
Haoofotrtuing ....................... 39.01 40.41 40.61 40.51 4IlOpI 41.01:1 OP
Mocturog overtie ............... I 2.31 3.11 3.31 3.41 3.5pl 3.6pl O.lp

I I I I I I I
1/ Includeo tho raLidont Arocd Fiorcoc. 9.6.-0:: tIililblo.
p-yraltntnary.
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taplopyent In retail trade declined eneenhat Ie.. than a..al froe. January to February, gnd,
ce o rotolt, the job totel roan by 55,000 after aeea:nal adjeetent. Eleewhere, the nonber ot
Joba in .o..trootiaa rose by 35,000, and there one elan an incro--e in th. durable goode portion
of uhalecaic trade.

Weeklv Haour (gEtnblihaeat Server Data)

The average workweek ot prodoction or anenupervianry earkra an private nonagricultaral
poyrolla edged dawn 0.1 haur in Febroary to 35.4 hoart . ea..naniiy adjoated. At 41.0 hears, the
rnefrartoricg warkv ak hald steady at the highest level aince Jannary 1967. ractory overtie
hoora were ebont -nchanged ever the mnth at 3.6 henrc, the highest level since early 1979.
(Sio tobia 0-2.)

The anden of aggregate weekly hanre of production or nonnapervisory eorkern on private
nenagrianitaral payralla, at 110 .2 (1977-100) in Fabreary, wan little changed over the eonth.
The -n-fact-ring Inden ena p 0.7 percent In Yebr-ary to 96.5, 16.1 percent above the reces.on
Iov (Slo tcbI. D-S.)

Hoory nod Weekly Earninge (Setablinhmeet Serves Data)

Average hourly earninge were abont .ncheaged in rebreary, vhle average weekly earnings
decreneed 0.2 peaccnt, .ea...naly adjusted. Print to adjoet-ent for .ean...lity, avrage hoerly
earnings nin were about Inchanged in Fehrnary at S.24, and average weekly enrnings reo by 47
cents to $289.22. Since Pebrary S983, average hearty earnings have titan by 32 cents, and
average weekly earnings were op by 18.36. (See table D-3.)

The HDerly tarninas Inden (Esttblisheent Snrvev Data)

The Hourly Enrningn laden (HEI) ena 158.2 (1977-100) in Febrnery, aenoenally edjeetad.
e.ntnieally unchnaged Iron J..nary. For the 12 eenthe ended In Febronry, the increo.. (betora

aanaadjoateent) eat 3.2 peccant. The Bot eariaden the af fecta of two typee of ahaegen
narelated to underlying we ra te wveeent--flnctuationt In overtiee it anntfeturnng nnd

intaridnetry eplay-ent shifta. In dollara of conatent parchaeing power, the HEI de cea.ed 0.1
percent during the 12-oeth period ended in January. (Sen table D-h.)
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Explanatory Note.

This news release presents statistics from two major surveys,
the Ctretit Popytlatiots Survey (hotisehtold survey) and thr
Cueretlhatploytnmentt Sluiislks Survey (establishmeul survey).
The household survey provides the informatlion on the labor
force, lutul ertplaysteor, uttd aatetttployrent sialt appears in
the A tables, marked HOUSEHOLD DATA. I is a sample
survey or about 60 00 touseltolds that is colnducted by the
Bureau of the Censmu with most of the findings austyued and
published by the Bureau of Labor Statistlics (8iS).

The establishment survey provides the inforotation on the
employment, hours, and earnangs of workers on nonain
ricultural payroil that appears in the B tables, marked
10tAIIt.tSt IMI!Nd t AThetA. ti, lfrr n ciilvini

from payroll reords by 01.s coOperalios wish State ugencie.
The sample Includes approximately 189,0010 estub-
lisheents employing about 36 million people.

For both surveys, the data For a given month are actually
culected ror and rlate tou particular week. In the household
survey, unlss otherwise indicated, isis the calendar week that
contains the 12th day of the month, which is called the survey
week. In the establishment survey, the reference week Is the
pay period including the 12th, which may or may not coers-
pond direcily in lit- ulesdar nk.

The data in ihis release are affected by a number of technical
factors, including delinitions, survey differnces, seasousl ad-
jsImants, and the inevitable carince in results between a
survey of a sample and a census of the entire popalation. Each
or IhemC feaslors i8 aplaird below.

Covesge, deflltisons and dlffereness between susreys
The sample households in the household survey are selected

so as to reflect the entire civilian noninslitulimnsa population
16 yeaas of agc arid older. Each persoua it a household a
classified as employed, unemployed, or sol i the labor force.
Thuse who hod trlov than one job are clauvifed accordirg a.
the jub at which shey worked the most hours.

People a. classifled as emPlayed if they did any work at all
a paid tivilious; worked ar their own business or professions or
oan lhei own form; or worked 15 hours or mov in an enter-
pris operated by a member of their family, whether they wree
paid or nu.. People are also rumust as employed if they were
on unpaid tcave because of illness, bad weather, disputes be-
twees labor and manuaemens, or personal reanas. Members
of the Armed Frocs shut.ined in the United Starts see aso iu-
cluded it she eryployd total.

Peopkl are classiflied as unemployed, regardless of their
vigibility fee u -ner ploynteoi besrefias or py bliv
assislater, if lacy trims all ur sir falowitig criteria Tiny laad
no employment datring lhr survey week; they were available
Co ourk as h list uni v.. It tay nastle sircilse r, frrf t, a r tal
employment smaceisoe during the prior 4 weeks. Also included
among tie utirmplayed are pcrions nos looking for work
bh caitr imp uric Itid afr aroid r ilitig to hr rec alled arid sItac
Cxpecling to rcpour io a job within 30 days.

The ehot-fece equals the sum or lhe number employed and
the number unemploycd. The matploymfen mta is the
w.tir rrugc Or i acr nlityrd Im psir rth l are labor far.ras ivilin
plus the resident Armed Forres. Table A-5 presents a special

grouping of seven measures of unemployment basd on vary-
ing deflaintons of unemployment and the iabor force. The
delnittons are provided in the table. The moss restrictive
dellnitiom yields U-I, and the most comprehensive yields U-7.
The overall unemploymntIl rne is U-5, while U-Sb represents
Ite sme measure wih a vi Elan labor force base.

Unlike the household survey, the establshment survey only
counts wa.S atsd luary ,msployeestinae umnes appear on she
payroll records of managricultua! fiems. As a result, there are
many differesces between she two surveys, among which are
the follawing:
--The household survey, lthougih basrd on a smaller sam-

pIe, reflects a urges senment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
famtly workens, prinvte household workers. and members of
tste scsldeit Aatlte d'urvn;

-the Islokshld survey includes people ot uttpad lese
among the employed; the establishment survey does not;

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

.The household srvey has no duplication or idividuas,
because each individual is counted only once; in the establislt
ment survey, employees working at more than one job or
otherwise appearing on more than one payroll would be
countedtepanitely for each appearance.

Other differences between tie two susveys are described in
Cumparins Employment Estimates from Household and

Payroll Surveys, which may be obtained from the aLs upon
request.

Seasonal adjuassugas
Does a course of a year, the size of the Natiotts labnr force

and the levels of employment and unemployment undergo
sharp fluctuations due to suci seasonal evetits as cttungra i
weather, rduced or expanded production, harvests, major
holidays, and the opening atid clositig of schoos. For exam-
pie, the labor force increasra by a largo number oits 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, Ca ruample, seasonaltly nmy
acmount for as much as 95 percent of the month-tn-month
changes in unemployment

Because these seasonal events follow a more or less regular
pattern each year, thesr influence on statstical trends can be
eliminated by adjuating the statistics from month to month.
These adjustments make sronseasonal developments, such as
dclints ia economic activity or increases in the parttcipation
of women in the labor fore, eaier to spat, To return Io the
schonol's-otit examppe, the Wurge tisunber of pcopte etntring Itt
labor force cach Jutte i likely in obscutrr any omhtr changsts
that have laken place sin"c May, making it difficult to deter-

tit it tIc level or ecmutmc activity tiars risen or dmclltreat,
However, beause the effect of students finishing school in
previous years is knows, 1ste statistics for the currcnt year cati
hr aidjusted so atlow fur aI cutritrabt Cliatigo. Iisofar as Ito
seasonal adjustmenl is made correctly, thr adjusted figure pro-
ridas a more useful out wilth which to ansalyze chaliges itt

cottomi activily.
Mrari-r- of ltbor frce, cripylyiseri, atid ttirettypltyttirrtt

conlain compoets such as age and se. lisatitics for all
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employees, production workers, average weekly hours, aiid
average hourly earnings include components based on tie
cnrployer's industry. All these slatistics cali be seasonally aid-
jttsted either by adjustitig itie tolal or by adjustinryg each of the
components and combihing them. The second procedure
usually yields more accurate information and is therefore
followed by it.s. For exainle, tlie seasonally adjusted ligune
for the labor force is the sum of eight seasonially adjusted
civilian employment components, plus the resident Armed
Forces total (not adjusted for seasonality). and four seasonally
adjusted unemployment components: the total for unemploy-
nietti is rite sun ot' tlie tour tncieltt~toyttetit cottthtnvieits; atinl
the overall unemployment rare is derived by dividing the
resulting estimate of total unemployment by the estimate of
the labor force.

The numerical factors used to make the seasotral ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the Jatruary-Jurrc period
and again for the July-December period. The January revision
is applied to data that have been published over Ilhe previous 5
yeas, lot lite establisrerrt suavey, irdated facios fot
seasonal adjustment are calculated only once a year, along
with the introduction of new betchlarks which are discusseil
at the end of the nexr section.

Sampling variability
Statistics based on the household and establishment surveys

are subject to sampling error, that is, the estimate of the
nutbcr of people settluoyed aid tie olher cstlincits drawn
from these surveys probably differ from the figures thau would
be obtained from a complete census, even if the same question-
naires and procedures were used. In the household survey, the
amount of the differences can be expressed in terms of stan-
dard errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, the numerical value is always such that the
chances arc 68 our of i0 thar an estimate based on the satnlye
will differ by no more than the standard error troan the results
of a complete census. The chances are 90 oiii of 100 ihat 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 rite 90-1wrrcet level of *oiidnce--tlioitilii-ce limits
used by Bl-S in its analyses--theerror for the monthly change in
total employment is on rte order of plus or minus 335,/t(tl; for
total unemployment it is 240,000; and, for the overall
unemployment rate, is is 0.21 percentage point. These figures
do nor mean that the sample results are off by these

inagn itudes but, rauher, liar tlie chances arc900ul or ItW Ilint
the "trie" level or raic wouili tol Ic csiteni Inn difici I roui
tire esritares bv toc thanl I hese antronin.

Samipliig erruirs sir ointily surveys :it tetittss ivns ti le1
data are cunulared tor several ruontis, such as quarterly or
annually. Also, as a general rnie tire snialer tire estiaitc, rite
larger tilt samipling error, 'I erclhorc, reln ively spcaking, rite
estimate of the site of nBe labor torce is snbjec lo less error
liars is rhe clstitiate ol tire ininniber unemployed. And, atiotg
the unemployed, Ithe saipliig error tor rite jobless rate ol
adult men, for example, is nuch smaller than is (hd error for
rlit jobitcss rate r tsc-n;tgs.| Spectifisally, tines- Ci' lI intl itlly
change in the jobless rare lor vein is .29 perctioage point; tor
teenagers, ir is 1.28 percentage points.

Iln lire esrablishns cut snivey, estinieniCs 1ii rite 2 insist toCintsil
irrortis are bised oai itcoinlptice reiri; ton dirs isarson, these
estimates are labeled prelimiiary in tine tabics When all rite
returns i tir sattutleri hse becn received rie eIhsliuaes ;rc
revised. In other words, data lor tire oronih of Sepethcber are
pntblished in prelisinary forr inn October ;nitt Noerilben anint
iii ltahl lor in inn Ijccbc.c , tn sI its's csmut nthl Itiniuil tilt
over rime, a comprehensive count of the employed is con-
uttcred ench yen. TI'li results ol tInt sncs ;-lie tseld tin
establish new bettelinrarks-conrnpreietrsiic counts oh
eiiployrceti-agaiust which nonthi--nntnsnttliti ettuiics csar bs
measared. The new benchnrarks also iocorporate shianges it
tire classificationn of iridustries anid allot, tor tire lormatioit oat
new establishments.

Addittonal statistics and other inftormatiou
In order to provide a broad vie. of (lc Nation's enploy-

menl situation, BLS regularly publishes a a ide variety of data
in this news release. Morc conrprchesiv'ne stisiics in coittaiti-
ed in Employnment and Earnings, published each rnronth by
BLS. It is available for 36.00 per issue or $39.00 per year from
Ihe U.S. Goverinnewi Prirtitr Olfice, Washnlingloltr D.C
20204. A check or nioney order tade oua to nine Superitenn-
dcii of Docntiieis titlist accomrpanty all orders,

Emrploymtent and Earnimngs also provides approxiantiots of
the standard errors for the houseshold survey data piblished it
this, Felean mi nii:ptt tlostynu yte ul ; stI olzet ilsil sites
categories, the standard errors appear in tables B through I of
its "Explanatory Notes." Measures of rite reliability of tie
data drawn from the establishment survey and the actual
amounts or revision due to berichniark adjustunenis are pro-
vided in tables M, 0. P and Q of lhau ptiblication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A.I. Employment status of the population, including Armed Faces In the United States, by se.

NO3 ..no...330 ''iqal. 33l .40.

EwpN~mo 6 333d .n0. _ _.__ _
3961 3503 1906 39.3 3303 3903 903. 3900 1900

TOM^

I6t3u3o3u 175,16 9 ................ 5....... 19 37.29 07.363 375, 69 376,4 16.636 336,00 333,39 330,363
6006,0 I .... 1,31 32,10.. 33.052 33. 2,3252 3 3,i63 3, 0206 33U02II0 033.3 330.3

P.ancp11 3.0.. I . 63.5 63.6 63.3 6£1. 66.3 63. 0.6 6. £.
7Toalnmphnda .6.... ,98929 302, 656 303,065 300,036 303,665 300,2i93 .36,629b 100,06.5.56

EnoIloypoa3...o...u30 6.......5 6.......... 53.9 10, 3 58.6 93.6 53,.5 59.0 59.2 53 2 50.5
fn303330,33.jF... ..o 33 . .I 1,606 3,600 3,66 3.bY5 3,I.S, 3,609 3,606 3,639
Ch11n0..", .In odb ...... I........ .................. l -,Io 9, 1b 17, 1 9, 1UK:. ooo19,7 1 ' "u, IsoIJTr
0A00633on .2,665 2,803 2,353 3,035S 3,200 3.253 3.350 3.303 039,J7
Na.2otur Indnoa uu . 16,0399, 236,3 96,30 95,716 333330 99,363 99,505 99,930 3., 16,96

UnnMpooyo.382.362 9.5 7 9,61 3, 53 I6 9 ,9.3 .3,39 .1)5 9, 00. U, 20

N .Oln e.......... I3,056 i 6656 6,3 33 62,031 i 62, 933 62,936 62.905 6 3,3i3 6I .0

A-h, s1. -

N0O333300336.w~oonalpopla.3od.$.6............ , , 83,329 66, 675 06,011 83.320 0.3 00,3 I-, 23 06.506 0 1935 03,3 3 I
LN 663,336.69.,03 6 3 6 ...... 6.,709 56,60.6,03.6.......... 963 0 6,003

TPIulnmproys.55,739~ 50,33~i2 '0,626i 53,923 50,350i ,9.7 600 7Z~ 6950 769. 303 30,363
r30 .....................3n000I ... .. . 066 60.9 69.6 60.5 60.7 3 . 0 30.!. 30.3

Nnaml0n n ..................... . 520 3,560 6, 150 6,52 8 1,553 3,53 1!,360
C,.l.amplha ............. .......... 5,0 366 53,1011 53, 805 50, 033 50,109 C 50, .33 I

636.3.3.34086.3......... , . ,. 7 632 5,197 5,513 6,156 5,579 6,053 53, 62 5.1.3 3,366
Rl0mI n303 .3.6 .03........ .. 30.5 9.9 0.6 U.3 1 .3 3.6

93c.. 63',n 633 onr6

Npn.30.36.33033sl3a3.36403u33...66,669. 92, 616 92,5S2 93,666 92, 62 9 325,233 92,30 92,311 3 93,6,2
w~r *7,84 01.............................. .64 : 0,562 *3 .809 *8 , 275 65,959 00 34 0 96 90,933 I00,6233

P
33

up903u3063 3..+ ++6 + 52.3 52.5 52.0 52. 5 3. 5.0 53 3z 53.0

Emph~monntn.popo~u33o..n~oii63.3;; 03.2 ;06. 61. 3; Cj, 56 60.5 6; i S 90. 7 65 6. 0 7 ' 960. 3 .3 i
Fn60 l63 ..33 ......... . 336 1.. 366 336 352 353 353 396 3.3

lm.*293 ...................... 32933.330 63. ,032 03,379 60,663739,063 6,03 6 .30 I .
U.O3aona.1 3.8 33 6.......,3, 6,323 3,I93 3,933 3 .U6b 17155

I.....p.........n.6.9 3.2 3.0 9.6 0 7 .5 0.3 0 U .0 1. 3.3

The npoplu~lno 30002333d Fohcnul p 3360333o FSiudpuC 303 3aa30333 6u06n: '60 336 flu .36 p6w30 o3 thn ,,0.3sI,,133331013 popolation

bolumz uo mplb~~~~~~~~mrot as a perceal ol~~~~.1() II3h e5 1.1, bO ,1 ,U Ichd 111 .9issl /ao

6.3F..3.... * 7,3332 . 6 m303 35 06 mD0 I63, I b D A d0.3 6h, ,0 F

336303 .nun .' o ~ ................ 33 .2 39a530,0.0 6u u . .96, _j 6



68

HOUSEHOLD DATA HOUSEHOLD DATA
Table A 2. Employment status of the civilian population by sex anS ag
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HOUSEHOLD DATA
Table A-3. Employment status ot the cIvilian populatton by race, sax, age, and Htspanic origin

HOUSEHOLD DATA
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Table A 4. Selected employment Indicatorn
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Table A4. RRtson for unemployment
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Table Al10. Employment status of black and other workers
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Table A-12. Employm.on status of maIl Vestne-em 0ra0et40 and nonvolerano by age, not seasonally adjusted
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Tablo A 13. Employment statos ol the civilian population te, 750 largo Stat,20
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Table B61. Employees on nonegrtcullural payrolls by Industry
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Table B.2. Averaga weakly hours of productIon or nonsupervlsory worker ' on private nonagricullural payrolls by Industry
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Table 8.3. Avorago hourly and weekly earnings Of production or nonsuporvisory WOl01k8' 013 private noflagriculi04gral
payrolle by Industry
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Table BS. Indexes of aggregate weekly hours of productlon or nonupervlesory workers' on priva.te nomogliiltural
payrolls by Industry
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Senator JEPSEN. Ms. Norwood, I thank you for your testimony
and your report.

I am quite concerned about the ability of veterans to find em-
ployment. How are the veterans doing in this recovery compared to
adult males as a whole? Do you have a breakdown of that?

Ms. NORWOOD. Yes, sir, we do. At least over the year I can tell
you that the veteran population 25 years and over have had a con-
siderable decline in their unemployment rate, 11.5 to 7.3 percent.
Our data suggest that as veterans progress in age and gain experi-
ence in the labor force, their employment experience tends to be
very similar to that of nonveterans of the same age group. It is the
younger veterans-those most recently discharged-who have the
greatest difficulties.

Senator JEPSEN. Anticipating some of the possible criticisms,
would you please give me your opinion on whether the relatively
mild February weather that we experienced this year might result
in an increase in the February seasonally adjusted employment
level?

Ms. NORWOOD. It is entirely possible. Seasonal adjustment, as you
know, is not a very perfect art. We think we do a pretty good job of
seasonal adjustment. The data do show very strong employment
growth, particularly in the household survey. On the other hand,
we do see support for very strong job growth from the establish-
ment survey. So my view is that the labor market has improved a
great deal and that employment growth has occurred. I don't know
whether it's 700,000 exactly, as the household survey suggests; that
may be a slight overstatement. But that is on the employment side.
The decline in the unemployment rate is very real.

Senator JEPSEN. We have had, as you indicated, several consecu-
tive months of falling unemployment. In the month of December
we had a drop in unemployment. Did we have an increase in the
number of people employed in December?

Ms. NORWOOD. We have had increases in the number of people
employed in each of the months since the recovery began. We have
had sizable increases, actually, beginning in January 1983. So it
has been consistent; there has been a consistent increase in em-
ployment and there has been a very consistent and continuous de-
cline in the unemployment rate.

Senator JEPSEN. When the worst weather came we showed
progress. February was unseasonably mild, as someone might say,
but we also have had improvement across the board for sometime.
This is broad and deep and sustained. We've been hearing the
words "sustainable economic recovery" for sometime. The Reagan-
omics, which you don't hear much about anymore, would seem to
be working. The President's policies, both fiscal and monetary, and
the consistency and the resolve that has been demonstrated for
many months now are resulting in increased productivity and the
work ethic coming back into vogue again. One of the best kept se-
crets for a long time was economic recovery, but now that it is
busting out into its full bloom, we find a recordbreaking number of
people being employed in this country; we find one month after an-
other with increased positive signs and with real jobs being cre-
ated. How many million jobs do we have this February that we did
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not have 12 months ago? In other words, in the 12-month period
February to February, how many new jobs were created?

Ms. NORWOOD. We have 3.4 to 4.7 million jobs more this Febru-
ary than last February, depending on which survey you look at.
There are some differences, as you know, between the two in defi-
nition.

Senator JEPSEN. Depending on the survey, we have 3.5 million to
4.5 million new jobs. If anyone were to debate the statistics of
whether we have new jobs or not they would have to debate it on
the basis of whether it was 3.5 million new or 4.5 million, is that
correct?

Ms. NORWOOD. Yes, sir. We're in a recovery and we have had
strong growth during this recovery.

Senator JEPSEN. Senator Proxmire.
Senator PROXMIRE. Thank you, Mr. Chairman.
Ms. Norwood, I agree with you and the chairman's fine state-

ment. The data seem to be very encouraging.
I have some questions that go to how encouraging it is, but

before I do that, the remark that you have in your oral statement,
where you say, "It is unlikely that increases of the magnitude of
the February labor force change will be sustained in later months"
suggests that that's another reason why we should expect unem-
ployment to continue to decline. Unemployment is a lagging indica-
tor. As the chairman has pointed out, the leading indicators are
positive. The sales-inventory ratio is highly favorable, very favor-
able, more favorable than it has ever been, and it would appear
that we could expect probably to have another 6 or 8 months, at
least, of continued good news on the unemployment front. Is that a
fair conclusion on the basis of past experience? Of course, noboby
can see the future. You might have a reverse situation. But on the
basis of our past experience, do these factors suggest unemploy-
ment is likely to continue to decline over the next 6 or 8 months?

Ms. NORWOOD. On the basis of past experience it is quite clear
that this is a very strong, robust recovery.

Senator PROXMIRE. The leading indicators usually have been
pretty accurate, and unemployment is a lagging indicator, right?

Ms. NORWOOD. Well, at times it lags; sometimes it is coincident.
But in any case I think that I will stick with what we have here,
which is a very strong employment rate.

Senator PROXMIRE. I notice in the table that follows your presen-
tation you show the unadjusted rate of unemployment. If you don't
have seasonal factors in it at all, unemployment was substantially
higher in February than it was in December, unadjusted, and it
was higher than it was in November, unadjusted. It was about the
size it was in October. In other words, it was 8.4 percent, unadjust-
ed. So it's the seasonal factor that brought it down to 7.8 percent; is
that right?

Ms. NORWOOD. Correct.
Senator PROXMIRE. Therefore, on the chairman's question on the

weather in February-as you say you can't give a precise estimate
as to what effect this might have-but it's conceivable that it
might have made that 7.8-percent figure somewhat less. Is it possi-
ble that it could have changed the figures so that there would have
been no real improvement in unemployment in February or not?
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Ms. NORWOOD. No, I don't think so, Senator Proxmire. January
and February are the big months for seasonal adjustment. But be-
tween January and February there is a very small seasonal adjust-
ment.

Senator PROXMIRE. Let me try to put some of this into perspec-
tive. We have had the biggest fiscal stimulus to our economy and to
the industry of our country, a colossal deficit, increasing from a $58
billion deficit in 1981 to $109 billion deficit in 1982 to $195 billion
deficit in 1983. Obviously that has an effect in stimulating econom-
ic activity. Keep that in mind.

Now in the second place, in his 1980 debate with President
Carter, President Reagan asked, "Is there more or less unemploy-
ment in this country than there was 4 years ago?"

I have several questions on how the current unemployment situ-
ation compares with that of January 1981 when President Reagan
took office.

In January 1981 there were 8.1 million persons out of work. How
many were there last month?

Ms. NORWOOD. There were 8.8 million.
Senator PROXMIRE. There were 8.8 million out of work?
Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. So there were 700,000 more out of work.
In January 1981 there were 4.5 million men out of work. How

many were there last month?
Ms. NORWOOD. There were 4.13 million adult men.
Senator PROXMIRE. Sixteen and over?
Ms. NORWOOD. Almost 5 million; 4.950 million.
Senator PROXMIRE. That was approximately the figure I had for

16 and over for 1981. So that's a comparable figure. There were a
half million more people out of work last month than there were in
January 1981.

Ms. NORWOOD. Yes.
Senator PROXMIRE. In January 1981 there were 3.6 million

women 16 and over out of work. How many were there last month?
Ms. NORWOOD. Almost 3.9 million.
Senator PROXMIRE. So there were 300,000 more women out of

work.
In January 1981 there were 6.3 million whites out of work. How

many white last month?
Ms. NORWOOD. There were 6.6 million.
Senator PROXMIRE. So there were 300,000 more whites.
In January 1981, there were 1.6 million blacks out of work. How

many were there last month?
Ms. NORWOOD. There were 1.9 million.
Senator PROXMIRE. So there were 300,000 more blacks out of

work. Of course, that's a much smaller population.
In January 1981 there were 1.3 million persons who had been out

of work for 27 weeks or more. How many were there last month?
Ms. NORWOOD. There were 1.8 million.
Senator PROXMIRE. So there were 500,000 who had been out of

work for half a year or more.
In January 1981 the average duration of unemployment was 14.3

weeks. What was it last month?
Ms. NORWOOD. It was 18.8 weeks.
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Senator PROXMIRE. In January 1981, there were 4 million of the
unemployed who were job losers. How many were there last
month?

Ms. NORWOOD. There were 4.7 million.
Senator PROXMIRE. So 700,000 more were job losers. So is it true,

then, that by each of these eight measures there is currently more
unemployment in the country than there was in January 1981?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. I am concerned with another economic ele-

ment which is a concern to all Americans, and that is inflation. We
have seen some changes in the price level recently, and it is hard
to say how significant those are, because undoubtedly changes in
the price of food, for example, may be just temporary. Neverthe-
less, there are some basic changes here that suggest inflation may
be a problem. Productivity growth helps hold down labor costs, but
productivity has grown by less in this recovery than in the previ-
ous ones. This suggests that inflationary labor market pressures
will be recurring sooner than usual.

Ms. NORWOOD. I don't think so. Unit labor costs are behaving
reasonably well. Certainly the deceleration in inflation has been
accompanied by a deceleration in many labor costs, which is an im-
portant part of the upward pressure on inflation.

Senator PROXMIRE. By labor costs, are you talking productivity
and the changing wage rates?

Ms. NORWOOD. Unit labor costs.
Senator PROXMIRE. In comparing the increase in productivity, in

1954-55 there was a 5-percent improvement; 1958-59, 4.9; 1961-62,
5.5; 1970-71, 3.7; 1975-76, 5.1. And this is the lowest of all, 3.5; it's
the weakest improvement in productivity we have had. Certainly
the lack of improvement in productivity is not an encouraging ele-
ment as far as inflation is concerned. Isn't that right?

Ms. NORWOOD. As you know, Senator, we have had for many
years a concern about the slowdown in productivity growth.

Senator PROXMIRE. That's right, but this is the lowest we have
had on the basis of any experience in the last 30 years.

You give considerable and proper emphasis to the employment-
population ratio, and I think it's an important figure that most of
us ignore. It is now 1 point below the all-time high, and for women,
you tell us, at a record high. Geoffrey Moore, one of your predeces-
sors, believes that that is a key indicator of future inflationary
pressures. I want to know if you agree with that and if you will put
it in perspective with the fact that on the other hand we still have
a high level of unemployment, higher than usual.

Ms. NORWOOD. I am not sure that I believe that one can relate it
quite clearly to inflationary pressure.

Senator PROXMIRE. Isn't it logical that as you have a greater and
greater percent of the people working it is more difficult for em-
ployers to hire, to get the kind of skilled people they want, and
they are talking about paying more and bidding against each
other?

Ms. NORWOOD. Sure.
Senator PROXMIRE. Isn't a fundamental element of inflation wage

increases, and aren't wage increases more likely as unemployment
diminishes?
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Ms. NORWOOD. That is certainly true, except we still have 8 mil-
lion people who are unemployed. I don't think that would suggest a
real shortage yet. There may be some skill mix problems because
we are going through a very important, I think, structural change.
Many of the people who are unemployed are blue collar workers
and much of the growth is in the service sector, which is generally
white collar.

Senator PROXMIRE. At what point do you think the availability of
workers, employment availability, may have an effect on prices?
You say you don't think it's very significant.

Ms. NORWOOD. I think that one needs to look at that kind of situ-
ation. You can't look at it in the aggregate. We do have some labor.
markets where there is a shortage; we have some where there are
surpluses of workers. In fact, there are many differences within the
country. There always are.

Senator PROXMIRE. Can you tell us two or three major areas
where a shortage is likely to have some pressure on wages and
prices?

Ms. NORWOOD. I would not want to.
Senator PROXMIRE. In December 1980, 7.4 million persons were

unemployed and 4.1 million received unemployment benefits. So
3.3 million unemployed didn't receive any benefits. In other words,
60 percent received benefits and 40 percent did not. In December
1983, the latest month for which data are available on all unem-
ployment benefit programs, 9 million persons were unemployed of
whom only 2.9 million persons received unemployment benefits.
Thus there were 6.1 million of the unemployed who did not receive
any benefits, nearly twice the 3.3 million in December 1980. That is
a tremendous difference. Of course, it is a heartbreaking difference
to people who are unemployed who don't get any unemployment
benefits. What accounts for that large increase in the number of
unemployed persons not receiving benefits?

Ms. NORWOOD. There has been a sharp dropoff in the proportion
of the total unemployed, as measured in the current population
survey, who are getting unemployment insurance benefits. The
latest figure that I have, which is for the week of February 18, is
that 36.9 percent of total unemployed are getting unemployment
insurance benefits. It's very low. In 1975, for example, it was in the
60's.

Part of that, of course, is from the changes that have occurred in
the unemployment insurance laws which have tightened eligibility.
Part of that also is from more careful and tighter administration of
the laws, and part of it is just unexplainable.

Senator PROXMIRE. Doesn't this tend to have a bad effect on the
economy inasmuch as the people who are the most needy spend ev-
erything they have? I presume that these people go on welfare.

Ms. NORWOOD. Obviously those who are unemployed, without
jobs, have to have income either from benefit programs or some
other member of the family working. We had a sharp and steep rel-
atively long recession, and as a result of that I think we probably
are having now a somewhat larger number of people exhausting
their benefits. On the other hand, we also have a much larger pro-
portion of families in this country where there is more than one
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earner, much larger than we have ever had before, so there is more
of a family support system.

Senator PROXMIRE. In 1969, there were 55,000 persons unem-
ployed for a year or more; in January of 1984, the latest month for
which we have figures, there were 1.4 million jobless for a year or
more, 25 times the number in 1969. What accounts for that huge
increase of people who are unemployed for a year or more?

Ms. NORWOOD. I don't know.
Senator PROXMIRE. That is a spectacular difference.
Ms. NORWOOD. Part of it is the growth in labor force and popula-

tion. We did during the 1970's create a very large number of jobs,
but we have been through several recessions.

Senator PROXMIRE. Thank you.
Senator JEPSEN. I would like now to change direction. Do you

have the economic indicators for February 1984?
Ms. NORWOOD. I don't have it before me, but I am familiar with

it.
Senator JEPSEN. They have data on the output and the productiv-

ity of the nonfarm business sector for 1980 in this book. You be-
lieve them to be accurate, do you not?

Ms. NORWOOD. Yes, sir.
Senator JEPSEN. Productivity in 1980, the last year for the last

administration, fell by five-tenths of 1 percent in the business
sector and by seven-tenths of 1 percent in the nonfarm business
sector. In 1983, however, productivity rose by 2.6 percent in the
business sector and rose by 3.1 percentage points in the nonfarm
business sector.

I'm not going to continue with all the figures. I can go on and on
here. We're talking about productivity, and you can work it out. As
I said, this economic recovery has been one of the best kept secrets
in the country. The economy has been booming and we have been
continuing on a broad sustainable basis to improve economically.
We have had, even by the standards of the most severe of the crit-
ics, the most sustainable, solid economic recovery in history. But
this being 1984, of course, we have learned all the reasons why, if
you want to take and pull out the figures and twist them. But
sticking with the facts, we find that there was a decline in produc-
tivity in the year 1980 and in 1983 productivity was dramatically
improved. That's what the charts show.

Ms. NORWOOD. Yes. Of course, we had a recession in 1980 and we
have a recovery now.

Senator JEPSEN. We had a recession in the last administration?
Ms. NORWOOD. From January to June 1980.
Senator JEPSEN. How many people are in the labor market today

as compared to January 1981? Is it a decrease or an increase?
Ms. NORWOOD. It is larger, certainly. We now have a civilian

labor force of 112,700,000.
Senator JEPSEN. What did we have January 1981?
Ms. NORWOOD. 108 million.
Senator JEPSEN. So we have nearly 5 million more?
Ms. NORWOOD. Yes. We have more people.
Senator JEPSEN. How many people did we have employed in

1981?
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Ms. NORWOOD. One hundred million, and we now are at 104 mil-
lion.

Senator JEPSEN. Any kind of involuntary unemployment is unfor-
tunate, it's tragic, and long-term unemployment inevitably pro-
duces the most hardship. What kind of long-term unemployment
have we seen in recent months?

Ms. NORWOOD. The very long-term unemployment, which is 6
months or longer, has been coming down as the recovery has con-
tinued.

Senator JEPSEN. The November 1983 issue of the Monthly Labor
Review contains an article about the 1995 labor force, a second
look. What changes in the age structure of the labor force are pro-
jected? What implications are seen for future productivity growth?

Ms. NORWOOD. We expect, of course, because of the changes in
birth rate that we will have in the future a somewhat older labor
force. Theoretically that should provide for a more mature work
force, one which therefore would show improved productivity. On
the other hand, members of minority groups are going to be a
larger proportion of the labor force, and the minority population
has a higher unemployment rate, has had a harder time in the
labor force than the white population, and they may not have had
the experience that some of the others have had.

Senator JEPSEN. Last month you reported that factory overtime
hours were at their highest levels since 1979. This month they
remain high?

Ms. NORWOOD. Yes.
Senator JEPSEN. There was a question earlier by my distin-

guished colleague about how long this was going to continue. Are
there any projections, based on your experience and your record,
that could be made with some degree of accuracy? Would you say
that this recovery and the unemployment situation should improve
longer than 8 months? How accurate is the 8-month prediction?
What would you care to predict?

Ms. NORWOOD. I don't really know. I don't care to predict that. I
can tell you that we had a longer recession than we usually have
and we have had a longer recovery following that.

Senator JEPSEN. So 8 months hasn't any particular significance
other than was the figure that was used in the question?

Ms. NORWOOD. We have already had 15 months of recovery.
Senator JEPSEN. Can we expect reasonably to have 16 months?
Ms. NORWOOD. I don't know; I really don't know. I leave that to

the very, very large forecasting industry. That job I leave to them.
We try to report on what has happened.

Senator PROXMIRE. You do a better job.
Senator JEPSEN. You do a better job. My colleague and I agree on

that. The pollsters haven't been doing very well lately; their predic-
tions are not too accurate, but they haven't been very accurate as
far as this economy has been concerned all during the recovery,
have they?

Ms. NORWOOD. I think the robustness of the employment part of
the recovery is certainly more than what was expected.

Senator JEPSEN. And it has continued month after month after
month after month, all the economic indicators going in the right
direction, and more activity taking place.



87

You noted that women are now entering the work force at a
slower rate than previously. Is it possible that some women no
longer need to work as a result of labor market conditions improv-
ing?

Ms. NORWOOD. It's certainly possible. I am sure there are some
women who are working because of family reverses during the re-
cession who may have changed their work habits. Of course, most
women work because they have to work: many women also work
because many families in this country have become accustomed to
two incomes and they are living, accordingly, to their expections, so
are dependent upon two incomes.

Senator JEPSEN. I would like to explore just in the general area
the relationship between the jobs in the private sector and the Gov-
ernment sector. The Government is one sector of our economy
where I would prefer not to see an employment increase. Has there
been any change in percent of the civilian labor being employed by
Federal or State governments during the past year?

Ms. NORWOOD. Yes, sir. There has been a general decline. That is
in part, of course, because there has been a cutback in Government
activity. It is also in part, particularly in the State and local areas,
because there are fewer youngsters. The largest proportion of local
employment is in the school systems.

Senator JEPSEN. So there are fewer people working and being
paid by tax dollars in relation to the number paying taxes and
working in what we call real business jobs outside of Government
activity. Is that an accurate statement?

Ms. NORWOOD. Yes.
Senator JEPSEN. If that's so, we're heading in the right direction.
Senator Proxmire.
Senator PROXMIRE. Let me ask Mr. Dalton a question. One con-

cern I have, as I indicated earlier, is while our unemployment pic-
ture is encouraging, the price picture is not. Let me just review the
reasons why I am concerned about this and get your reaction.

Food prices were up sharply last month. Fuel prices are likely to
go up this month. Capacity utilization is 80 percent, which is
higher than any time since 1979. Chairman Volcker, who testified
before the Senate Banking Committee, indicated we may be enter-
ing an inflation danger zone because of the utilization capacity.
The deficits are undermining international confidence in the
dollar, a shock to the economy as import prices rise. Is it a fair
statement, in your judgment, that inflation may surge substantial-
ly the remainder of the year?

I might just give you one more figure. When Beryl Sprinkel, the
Under Secretary of Monetary Affairs of the Treasury, appeared
before the Banking Committee he indicated that there is a 2-year
lag between the increase in the money supply and price rises, and
he showed that lag with a remarkable consistency over the last 20
years. Two years ago there was a sharp increase in the money
supply, and he had predicted that in the next 6 months we are
going to have inflationary push. For that reason, in addition to the
ones I have here, what is your reaction?

Mr. DALTON. As you know, we don't make forecasts. The private
sector forecasters indicate a rate of inflation of 5 percent.
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Senator PROXMIRE. You don't forecast, but elements that I have
listed here might suggest that 5 percent may be optimistic?

Mr. DALTON. I don't really know, but the really serious inflation-
ary pressures we had, came from the energy surge, which seems to
look reasonably good right now. Interest rates, of course, were a big
factor, as well.

Senator PROXMIRE. But there could be a short-term increase and
maybe longer term in fuel prices because of the severe March. We
did have an awful mild January and February.

Mr. DALTON. I think we are seeking that or I think we saw that.
Senator PROXMIRE. Last month was pretty mild.
Mr. DALTON. In the price index for January we saw an increase

in fuel.
Ms. NORWOOD. But the January increase in the Consumer Price

Index is consistent with the possibility of the consensus forecast.
There is nothing there to suggest yet that there is a real heating
up beyond the 5 percent. Of course, we had 4.1 percent over the
year.

Senator PROXMIRE. It has been a remarkable improvement, no
question about it, I guess more spectacular than the recovery in
employment, especially compared to what it was in 1979. My only
question is, are we through with that? You indicate you can't pre-
dict.

Ms. NORWOOD. We do know that what brought the heating up of
prices was energy, food, and housing. Those are the three areas
where there has been a deceleration in prices.

Senator PROXMIRE. Well, that's an optimistic reaction. It seems
to me that almost always, wages are more important than any of
those elements. After all, that constitutes about 70 percent of the
cost to American industry and it would greatly outweigh one
factor, such as the availability of energy supplies.

Ms. NORWOOD. Certainly, wage change has an important effect.
There appears to be still some deceleration in inflation and wages.

Senator PROXMIRE. I have one other question. You indicate in
your oral testimony, "The performance in the manufacturing
sector during the recovery has been quite uneven," with strong em-
ployment growth in some industries. Does this indicate inflationary
labor market pressures or production bottlenecks may arise in
these industries? What is the cause of this imbalance? Is it the
budget deficits and, in turn, our export industry, which indeed is
an element? First, does this indicate that inflationary labor market
pressures and production bottlenecks may arise in some of these in-
dustries?

Ms. NORWOOD. I am not sure that there is a direct relationship.
What seems to be going on in some of the manufacturing indus-
tries is that there has been a recovery from the recession. Automo-
biles, for example. The motor vehicle and equipment industry has
regained more than the jobs that it lost; the electrical and electron-
ics equipment industry has; lumber and wood products has. And
yet there are others that are very important durable manufactur-
ing industries which have regained very little.

Senator PROXMIRE. That's exactly the kind of situation where
you would get price pressures, I'd presume, such as automobiles. If
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you have a boom recovery, you might get price increases, right?
Isn't that logical?

Ms. NORWOOD. Yes, and there are, of course, many other factors
that affect that. The cost of automobiles is also affected. I think
there are a lot of factors which go into that. But what is happening
is a very large increase in the service-producing sector and a lesser
change in the goods-producing sector. We lost 2 million jobs in the
recession in manufacturing, and we've regained roughly half of
them, about 1 million; we lost only 100,000 jobs in the service-pro-
ducing sector during the recession, and we have gained more than
1.5 million since the trough.

Sefiator PROXMIRE. What concerns many economists, and many
others, including the Chairman of the Federal Reserve Board, is
the unevenness in our economy, the fact that you have some inter-
est-sensitive industries which suffer as interest rates remain high
in very real terms and are likely to get higher as these deficits con-
tinue.

Ms. NORWOOD. The housing industry, therefore lumber and wood
manufacturing, appliance manufacturing, furniture manufacturing
are affected.

Senator PROXMIRE. A shift out of these industries into service in-
dustries, it seems to me, might have some reverse effect on prices.

Thank you very much, Ms. Norwood.
Thank you, Mr. Chairman.
Senator JEPSEN. Well, I thank you, Ms. Norwood, for coming here

today and reinforcing the fact that President Reagan's commit-
ment and resolve to bring freedom and opportunity back to the
American people is working. His policies are working. We still
have a long way to go. We have problems. But people are-across
the board pretty much-joining hands and working together to
solve these things under his leadership rather than trying to point
a finger. As a result we're having a national renewal economically,
spiritually, politically, and I am pleased to see one of the keystones
in this national renewal and th'is economic recovery, that is, unem-
ployment, dropping again.

We look forward to the next month's report. Every time we
think, well, you can't do better than last month. But this month
was markedly better than last month. I hope next month will show
the same continued progress and direction.

I thank you.
Senator PROXMIRE. If the chairman would yield, I would just like

to say. that if President Reagan's policies can accomplish this, just
think what President Carter's policies would have accomplished.

Senator JEPSEN. The committee stands adjourned.
[Whereupon, at 10:35 a.m., the committee adjourned, subject to

the call of the Chair.]



EMPLOYMENT-UNEMPLOYMENT

FRIDAY, APRIL 6, 1984
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The committee met, pursuant to notice, at 9:30 a.m., in room SD-

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

Present: Representative Lungren and Senator Proxmire.
Also present: Deborah Clay-Mendez, Christopher J. Frenze, and

Paul B. Manchester, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE LUNGREN,
PRESIDING

Representative LUNGREN. Madam Commissioner, welcome again
to the monthly hearing on the unemployment and employment sit-
uation.

Last August you appeared before this committee to report an un-
precedented level of civilian employment. Each month since then
you have returned to announce yet a new employment record.

According to the household survey 250,000 new jobs were created
in March. Over the 16-month course of this recovery, vigorous eco-
nomic growth has created more than 5 million new jobs for Ameri-
cans.

Referring to your testimony last month, this amounts to the best
economic recovery American workers have seen since World War
II. Moreover, these employment gains have been shared by men,
women, whites, and blacks.

The news you bring today indicates that the duration, breadth,
and vigor of the employment gains during the recovery continue on
a strong path.

We are all aware of the hardships that unemployment can bring.
To date, the civilian unemployment rate has fallen by 2.9 percent-
age points in the course of this robust recovery. In March, the un-
employment rate for adult men continued to decline, falling by
two-tenths of 1 percentage point. Although the overall civilian un-
employment rate held steady, the strong February rise in the index
of leading economic indicators points the way to still further de-
clines in unemployment in the months ahead.

The Commerce Department estimates that real GNP increased
by an astounding 7.2 percent during the first quarter of 1984. I'm
not sure anybody would have predicted that beforehand. Certainly
the administration did not nor those of us in the Congress. The
strong pace of this recovery is fostered by the productive capabili-
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ties of American workers and private industry. More Americans
are working now than ever before in our Nation's history, and it
has not required a costly Government jobs program to get them
there.

Americans are working and, equally important, they are no
longer suffering from the devastating effects of uncontrolled infla-
tion. According to the most recent data available, the Consumer
Price Index increased only four-tenths of 1 percent in February.

While those of us in the Congress should be concerned about the
budget deficits and their impact on inflation in the long term as
well as the short term, hopefully Congress will screw up enough in-
testinal fortitude to do something about that in the next few
months.

As we enter the second quarter of 1984, it appears that it will
indeed be a banner year for productivity, employment, and econom-
ic growth.

Ms. Norwood, before we proceed with your testimony, let me
offer you my congratulations. I understand that in recognition of
your distinguished record you have been selected by your fellow
public administrators to receive a national public service award in
1984. Congratulations. I'm sure those of us, both Democrats and
Republicans, on this committee who have had the opportunity to
observe your work over the past number of years agree with the
selection committee for that award.

Senator Proxmire.

OPENING STATEMENT OF SENATOR PROXMIRE
Senator PROXMIRE. Thank you, Congressman.
Well, I'd like to join in congratulating Ms. Norwood. I think she's

done a marvelous job as Commissioner and she's a highly, highly
competent person and although we try often to make her make
statements that are favorable to the Republicans or the Democrats
or subjective, she does a great job of weaving and bobbing and
evading and not giving us any partisan satisfaction while giving us
all the facts.

I'd just like to point out very briefly that the news this morning
I don t think has been as good as it's been in the past. In fact, for
the first time in a number of months, there's been no improvement
in unemployment overall. It's the same as it was in February and
it's still at a very high rate, 7.7 percent with more than 9 million
people still out of work-no, it's not quite that high-it's 8,772,000,
but that's still a very high level by historical standards. And while
we had an improvement in adult men, no improvement for adult
women, a big increase-it looks big to me-for teenagers. Their un-
employment rate went from 19.3 to 19.9 percent. And while there
was no increase in unemployment for whites, there was a signifi-
cant increase for blacks. It went from 16.2 to 16.6 percent and a
10.2- to 11.3-percent increase for Hispanics, which is above their
level of unemployment not only in February but also in January.

There's another element here that concerns me and that is that
we had a fall in the number of hours worked in March compared to
February, seasonally adjusted. It went down from 35.4 hours to 35.2
hours. And that's lower than it was in January and lower than it
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was, as a matter of fact, in the fourth quarter of 1983, as well as in
the other months of 1984.

Also, manufacturing overtime is down and a significant drop in
hours worked not only overall total private but also in manufactur-
ing.

So it suggests that while we can't say that the recovery is not
still underway-I'm sure it is and all the indicators suggest it is-I
think it's hard to see in this strictly employment situation that it's
an exuberant continuation, particularly in view of the fact that we
still have as many as 8,700,000 people out of work.

Thank you, Congressman.
Representative LUNGREN. Thank you.
Madam Commissioner, welcome, and please proceed as you wish.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, U.S. DEPARTMENT OF LABOR,
ACCOMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMIS-
SIONER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STA-
TISTICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSION-
ER, OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Thank you very much, Congressman. I'd like to

introduce, as usual, Mr. Plewes on my left who is our Associate
Commissioner for Employment and Unemployment Analysis; and
Mr. Dalton on my right, who is our Associate Commissioner for
Prices and Living Conditions.

We are always very pleased to be here to offer a few comments
to supplement our release.

There were continued signs of improvement in the labor market
in March. Employment rose, and both the overall and the civilian
unemployment rates held steady at 7.7 and 7.8 percent, respective-
ly. The labor market has improved markedly during the present re-
covery, as very large job gains were registered in both the labor
force and the business surveys. Employment growth continued in
March, although job gains were less brisk than in previous months.

The number of nonagricultural payroll jobs, as measured by the
business survey, advanced by 145,000. The bulk of the gain oc-
curred in the services industry, with both business and health serv-
ices registering strong increases. The services industry had added
jobs even during the recession and has grown sharply-by 1.2 mil-
lion-during the recovery period.

The number of manufacturing jobs also increased in March, but
less than in recent months. The largest manufacturing gains took
place in electrical equipment and machinery. Since November
1982, manufacturing jobs have increased by 1.3 million, accounting
for 62 percent of the jobs lost during the recession.

March employment gains took place in nearly two-thirds of the
industries comprising the BLS diffusion index. This indicates that
the employment gains, though smaller than those of recent
months, were nevertheless quite widespread. This diffusion
throughout the economy is, I believe, an additional sign of contin-
ued strength in the labor market.

In construction, employment rose less in March than seasonally
expected and, after seasonal adjustment, returned to the January
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level. Bad weather may have postponed the normal spring expan-
sion in this industry. Bad weather also may have contributed to
the decline in the March workweek.

In manufacturing, weekly hours also declined, but this decline
was from unusually high levels in the preceding 2 months. Factory
hours usually increase in March. This year, however, between De-
cember and March, substantial job gains occurred. These employ-
ment gains may have substituted for part of the expected hours in-
crease in March. The index of aggregate weekly hours which com-
bines the effect of these two factors was 1.7 percent above the De-
cember 1983 level.

Unemployment held steady in March. The overall rate, which in-
cludes the Armed Forces in the labor force, was 7.7 percent, and
the civilian worker rate was 7.8 percent. Both remained 2.9 per-
centage points below their recession highs.

Unemployment among adult men continued to trend downward,
dropping two-tenths of 1 percentage point in March. The improve-
ment was confined to white men, however, as the rate for black
men rose in March. Despite considerable improvement over the re-
covery period, unemployment rates among both black and white
men are still above their prerecession levels. In contrast, though
little changed in March, jobless rates for women were virtually
back to their prerecession levels, both among blacks and whites.
The unemployment rate for Hispanic workers is down considerably
from its recession high but remains somewhat above prerecession
levels.

There was a decline in the number of persons working part time
for economic reasons in nonagricultural industries. In March, that
count dropped by nearly 350,000 to 5.5 million. At the recession
high, there had been 6.7 million persons working part time invol-
untarily.

The proportion of the civilian working-age population with jobs
was 59.2 percent in March. Fifty percent of adult women are em-
ployed, 73 percent of adult men, and 43 percent of all teenagers.
Since their recession lows, these employment-population ratios
have risen 11/2 points for adult women, 2½/2 points for adult men,
and 3 points for teenagers.

The number of adult women in the labor force increased by
200,000 in March. Over the course of the recovery, the overall labor
force has grown by nearly 2 million, with adult women accounting
for 1.4 million of the increase; the adult male labor force has grown
by 1 million and the teenage labor force has declined by nearly
400,000.

The number of discouraged workers continued to decline. At 1.3
million in the first quarter of 1984, the number of persons who
report that they would like to work but are not seeking jobs be-
cause they believe that they would not be able to find a job has
dropped by nearly 500,000 since the fourth quarter of 1982.

In summary, the March labor market statistics indicate contin-
ued strength in the economy. While the magnitude of the over-the-
month improvements was not as great as in some recent months,
employment growth was widespread. Unemployment continued to
decline among adult men, and there was a reduction in the number
of persons working part time for economic reasons.
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We'd be very happy to try to answer any questions you may
have.

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

UNEMPLOYMENT RATES OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-t1 ARIMA method X-1I

Month and yer Unadjusted (officialyearh andrate Official Concurrent Stable moa Residual method 07s

1980)

(i) (2) (3) (4) (5) (6) (7) (8)

1983
March ............ 10.8 10.3 10.3 10.2 10.4 10.4 10.3 0.2
April ............ 10.0 10.2 10.2 10.2 10.3 10.2 10.3 .1
May ............ 9.8 10.1 10.1 10.2 10.1 10.1 10.1 .1
June ............ 10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July ............ 9.4 9.5 9.4 9.5 9.5 9.5 .1
August ............ 9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September ............ 8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October ............ 8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November ............ 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December ............ 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

1984
January ............ 8.8 8.0 8.0 8.0 8.1 8.0 8.0 .1
February ............ 8.4 7.8 7.8 7.6 7.8 7.7 7.8 .2
March ............ 8.1 7.8 7.8 7.7 7.8 7.6 7.7 .2

EXPLANATION OF COLUMN HEADS

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

(2) Official procedure (X-11 ARIMA method). The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised at the end of each year. Extrapolated factors for Janu-
ary-June are computed at the beginning of each year; extrapolated factors for July-
December are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.
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(4) Stable (X-11 ARIMA method). Each of the 12 civilian labor force components is
extended using ARIMA models as in the official procedure and then run through
the X-11 part of the program using the stable option. This option assumes that sea-
sonal patterns are basically constant from year-to-year and computes final seasonal
factors as unweighted averages of all the seasonal-irregular components for each
month across the entire span of the period adjusted. As in the official procedure,
factors are extrapolated in 6-month intervals and the series are revised at the end
of each year. The procedure for computation of the rate from the seasonally adjust-
ed components is also identical to the official procedure.

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

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

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

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

The standard X-11 method is described in "X-11 Variant of the Census Method II
Seasonal Adjustment Program," by Julius Shiskin, Allan Young and John Mus-
grave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, April 1984.
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THE EMlPLOYMENT SITUATION: MARCH 1984

Employment continued to rise in March and nemploynent was unchanged, the Bureau of l.abor
Statisetics of the U.S. Department of Labor reported today. Both the overall unemployment rate,
7.7 percent, and the civilian worker rate, 7.8 percent, remained at Februory levelo; eac

_ontinued to be nearly 3 percentage points below Its 1982 recension high.

Totat civilian employment--an measured by the monthly survey of households--o.e by 250,000
i Mh to 104.1 million, seasonally adjuated, following a 70000i gain in February. Civilian

employment has increamed by 5.1 million since the November 1982 recession trough.

The number of employees on nonagricultural payrolls--am measured by the ontIhly ucrory of

establishments--was up by 145,000 to 92.5 million, seasonally adjusted. The March job gain nas

mnaller than in recent months, but employment in services and durable goodn manofart-rivg

sontimned to advance.

Uneoploymant (Ho.sehold Survey Data)

The civilian worker unemployment rate was unchanged in March at 7.8 percent, eal-alaily

adjusted, but remained well below the late 1982 recession high of 10.7 percent. The cnbe- of

unemployed persons held steady from February to March at 8.8 million, 3.1 million below the

November 1982 level. Despite the overall stability for March, the unemployment rate fur adult

men continued to edge down and, at 6.8 percent, was substantially below the recession high of

18.0 percent. Jobless rates for adult women and teenagers (6.9 and 19.9 percent, .upeotineiy)

have shown little change over the last 4 months. The unemployment rate for white werberk was

unchanged over the month, and the rate for black workera was little changed, despite an Increase

among black men, a group that had been showing marked improvement in prior monthe. The Hiupanin

jobless rate rose to 11.3 percent, returning to the January level. (See tables .-2 and A-3.)

The comber of unemployed persons who had lost their last job continued to decline; job

loaers accounted for 53 ercent of total unemployment in March, compared nitb 62 percent in

November i982. This oner-ihe-month decrease was offset by increased unemployment among persons

secking theit first job. Noth meamorem of average duration of unemployment--the mean and th

median--were unchanged in Msrch after dropping sharply in the prior month. (See tablew A-7 anxd

A-8.)

The number of per..o. working part utse involntarily--sn-mtineu referred to as irt

partially anemplnyed--declined by about 358,000 in March to 5.5 million and wan 1.2 nillev

below the peak level reached in January 1983. (See table A-4.)

Civilian Empiny.ent and the Labor Force (Household Survey Data)

Total civilian esploynent grew by 250,000 in March, after a harper adva-ce in february. At

104.1 miliion, neraonally adjusted, March employment was 5.1 millon above the r.errciun trn!ji.

During the bI-month rcovrry period, employment ian increased by 2.9 ciii lF-r adfle .di turn

2.2 nl foe I idolI coc en olile teesale employment wan onlhanged.

D The civilien labor force roce nlightly over ihe month tn 112.9 ni iion, rsc noaliy a:djiilJ-.

i 901 t_ be Ia bo force lei yecraned by uboot 2.1 sill I na sbs i iou:,Ial m
_ rd'IlL wrk.rn--9Siii,iiiiii -eli Iiaid 1.2 miliinn c:me-n--ovnrnhido-ed ai ral I d- linc fIc i - :ua US

Centennial (See table A-2.)
af Labor
ilalislics
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I i..o.raged Worker. (H.ousehold Survey Dat)

TILLIl-hb o f pI-ClI OLiLtilIg Jobh but 'bat Ioakirg for work b-caite L hey belt riod ticy L I
nsi find Iny--I.3 mii Ion In ith first qoo rior--nontInoed tILe downward prgris
totaled snarly 500000 sinre the fourth qoacter 1982 reeusonary high. VitrtalIp all J-y
drop .a .among personn whuo reported that they were not seeking J nrh because of jiih-nlichk
fartors--on opposed La ye ruanal factors aucl as ogc a.nd lack oF educatIon or trilning. OnLLLCL
and blarkt rantiSued to ho disPrnyort.lo.oely repretented anoLig the di--raicged--ho4 ail 3;I
per-n-t, respeotiely. (See tobIe A-13.)

ti.dastry Payroll Employnent (EftablI .inent Survey DOti,)

Novagri-rltaral payroll emplnys-ent rose by 145,000 in Macoh, sosewhat oft the pare of rriLlt
aonthn. While job Bgism were widespreod--nenrly two-thirdn of she k industrlIes In the ISI.S
indrs of diF fusin rJglUterod ovr-tIIe-molt, I .rrea.es--they t-oded to be sIal I. Al 92.5

Tnble A. Major indluotorm of lbor market autility, measonally ndjosted

I II quarterly averagem I Monthly data $

Category I I i j Feb.-
I 1983 | 1984 I 1984 $ Mar.

1 1 1 1 $ hange

HOUSEHOLD DATA I I IV I i J.n. I Feb. M Mnr. |
I Thonosnde of permonm

Labor force t ..... |112,651 113,7021I14,292$113,9011 14,3177I14,:598 221
Total employmes if.100,879 10411951i05,42614104,876ah$105 56 26h 25

Civilian labor forum .................... 1Il(,7001 112,0121i12,607 11,2151L112,693J112 9112 219
Civilian plnym nt .................. 199,2141 102,5061h103,7401103,1901103,892 104 140$ 240
Uneepley.ent ................ . 11I,4861 9,5071 8,8661 9,0264 8.80i$ 8,7721 -29

Not in labor foroe 62,8051 62,938j 63,0721 63,3181 62,9861 62,9121 -74
Disoouroged norherm . 1 ,745 1 4571 1,3391 N.A.1 N.A. N.A.$ N.A.

$ Percent of Inbo Iorc
Uneoploynent rates:

All workers I.. .
All civilirn workere ................

AdulL men.
Aduit wne.. ... $...
Teenaers.$
White..
Bark.: ..
Hioponin origin .

ESTA8LISHMENT DATA $

ON:Lifeons pvlyroil enilvl.ynase it.I................... 8Cout-r~ducngI~dzltrcs.. .... ... .. ................Soodn-prtd-A,,ng indvntri . I2
Servirr-pradnting Ina tri' ... .. 6

I

A-rirge arctly h .... r.: I i
Total plrvl t ......o . ............... le 34.8I
t!: ... fm iIi.riiL ... . .I '.. 1.SI

I:La teI"ILL, Li- iI .................... 1 2.51
I I

h/ I... I ii. I' iL . II o, 1, Ai hcL tl I .Lectr
pi:t- I iiJ x .LL

I I I $ -
10.2$ 8.4$ 7.8$ 7.9$ 7.7$ 7.7$
10.41 8.51 7.91 8.01 7.81 7.81
9.71 7.81 7.01 7.31 7.01 6.8$
8.91 7.21 7.01 7.11 6.91 6.91

23.11 20.61 19.61 19.41 19.31 19.91
9.11 7.41 6.81 6.91 6.71 6.71

20.21 17.91 16.51 16.71 16.21 16.61
15.61 12.11 10.91 11.21 10O.2$ 11.3$

1 1 I I I

Thosnonds of jobs
91 h146192.25hp$ 91 .931j12V,142p$9!,SHh4t1I
24.298 24 ,7

2 4
p$ 24 h617 24 77221 24 ,lHpj

67,11481470,532p h67 331467,575p l 67,7P0hhI
I I I I I

Moors of work

35.31 35 .p 1 35.51 35i.bpl 
3 5

.2 p
41".'$ 411.11 $ 4i1.iII 41 .ii1 $: 50.5::h

3.31 I.5f 31.5 $ 3.hp$ 1.11Ith
I I I I t

S

OIII

-I.6
II{

11.4
1.1

1 1311

!131p1

I I
_,,i. 1

----- -- ---- ----- ,,

r
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million, seasonally adjusted, payroll employment has grown by 3.7 mililoc since Nuvebher 192.
(See tablos B-l and li-6.)

Sost of the over-the-nonth rise occurred in the services industry, shere employnent euLe by
125,000. Little or no change occurred elsewhere in tise service-producing sector, euceyt toe
snail increase In wholesale trade. There was little change in the goods-producing sector, us a
modest employment increase of 6O,000 In manufacturing was offset by a 50,01)00 drnp Is
construction. The Increase in factory Jobs occurred primarily In the durable goais Industries,
particularly machinery, fabricated metals, and eleetrical and electronic equipment. TotLI
manufacturing employment ham. now recovered a little over three-fifths of the jobs lost during
the recent recession.

Weekly Hours (Establishment Survey Data)

Average weekly hours for productlon or nunsopervisory workers on private onagricultural
Industries fell 0.2 hour in March to 35.2 hours, seasonally adjusted. Declines were widespread,
as all major Industry divisions except services esperienced shorter workweeks.

The nanafaUturing workweek decresund by half an hour from the very high levels recarded in
January and February. At 40.5 hours, factory hours have returned to the level prevailing at the
end of last year. The decline in hours was pervasive within both durable and nondurable goods
Industries; only automobiles and petroleum and cnal products posted increases. (Sec table 0-2.1

The Index of aggregate weekly hours of production or nonsopervisory workers on priovte
nonagricultural payrolls dropped 0.5 percent to 109.8 (1977-100) in March. Dec11nen were
lvdo-pread, but particularly large in construction, which fell by 5.7 percent. This sharp drop

refected a decrese In weekly hours that can be associated with severe seather in eany lliprs f
the country as well as the decline in construction employment. The manufacturing indes declined
by 0.8 percent over the month to 95.6 but was still nearly 15 percent above the Noveoher i982
level. (See table B-5.)

Hourly and weekly Earnings (Establishment Survey Data)

Average hourly earnings edged up In March, but average weekly earningo fell 0.3 percent on a
eason.olly adjusted basis as a result of the declIne in the workweek. Before allowanec for

seasonality, average hourly earnings sere unchanged at $8.24, and weekly earnings decreased
slightly to $288.40. Over the year, these levels represent Increases of 34 cents and $14.27,
respectively. (See table B-3.)

The Hourly Earnings Index (Establishment Survey Data)

The Hourly Earnings Inde- (HEI) was 158.7 (1977-lO0) In Mnrch, seasonally adjusted, an
increase of 0.3 percent from February. For the 12 months ended In March, the Increas.e (before
seasonul adjsstment) was 3.4 percent. The Eit eneluden the effects of run types of ehuclge4
unrelated to underlying wage rate movementa--fluctuatiuns In overtime In aa tufatcuriic anid
interindustry employment shifts. In dollars of contant purchasing power, tise 11I derreanad .).6
percent during the 12-month period ended in February. (See table 8-4.)



100

HOUSEHOLD DATA HOUSEHOLD DATA
Table A-1. Employment status of the population, Includitt Armed Forces In the United States, by sex
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Explanatory Note

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

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

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

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

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

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

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

People are classified as unemployed, regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no 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 lo be recalled and those
expecting to report to a job within 30 days.

The laborforte equals the sum of the number employed and
the number unemployed. The unemployment rare is the
percentage of unemployed people in the labor force (civilian
plus the resident Armed Forces). Table A- 5 .;;t a special

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

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

----The household survey, although based on a smaller sam-
ple, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;

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

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

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

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

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

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

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

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

The numerical factors used to make the seasonal ad-
justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June period
and again for the July-December period. The January revision
is applied to data that have been published over the previous 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the next section.

Sampling variability
Statistics based on the household and establishment surveys

are subject to sampling error, that is, the estimate of the
number of people employed and she other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a complete census, even if the same question-
naires and procedures were used. In the household survey, the
amount of the differences can be expressed In terms of stan-
dard errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, the numerical value is always such that the
chances are 68 out of 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 328,000; for
total unemployment it is 220,000; 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 arc 90out of 100 that
the "true" level or rate would not be expected to differ froit
the estimates by more than these amounts.

Sampling errors for monthly surveys are reduced when tie
data are cumulated for several months, such as quarterly or
annually. Also, as a general rule, the smaller the estimate, ihe
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 leenagers. Specifically, the error on moiittily
change in the jobless rate for men is .26 percentage point: for
teenagers, it is 1.25 percentage points.

In the establishment survey, estimates for the 2 most ctirreut
months are bqsed on incomplete returns: for this reason, thcsc
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 Lup
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 ii
the classification of industries and allow for the formation of
new establishments.

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

ment situation, OLS regularly publishes a wide variety of data
in this news release. More comprehensive statistics are contain-
ed in Employment and Earnings, published each month by
BLS. It is available for $6.00 per issue or $39.00 per year from
the U.S. Government Printing Office. Washington, D.C.
20204. A check or money order made out to the Superinten-
dent of Documents must accompany all orders.

Employment and Earnings also provides approximations of
the standard errors for the household survey data published in
this release. For unemployment and other labor force
categories, the standard errors appear in tables B through J of
its "Explanatory Notes." Measures of the reliability of the
data drawn from the establishment survey and the actual
amounts of revision due to benchmark adjustments are pro-
vided in tables M, 0, P. and Q of that publication.
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Table At2 Employment status of the civltian population by sex and age
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Table AS3. Employment elatus ot the civilian Po puletlon by race, e-x, ege, and Hispanic origin
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Table A.4. Selected employment Indicetoes
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Table A.6. Selected unemployment Indicator,, sesfonally adjusted
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TablR A-8. Reason fo RIneRmployment
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Table A10. Employment status of bMack and other workec*
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Table A-12. Employment status of mate Vletnam-era veterans and nonvaltrans by age, not seasonally adjuslod
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rable A.13. Persons not In labor force by reasowo. sax, and race. quarterly averages
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Table A 1. Employment status of the civilian popuatatln tar ten large States
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Table 6.1. Employees on nonagrlooltural payrolls by Industry
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Table B.2. Average weekly hours of production or nonaupervtsory workers on private nonagrlcultural payrolls by Industry
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Table 8.3. Average hourly and weekly earnings of production or nonsupervlsory workers, on prIvate nonagrlculturdl
paysolls by Industry
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Table 5.. Indexes of aggregate weekly hours of production or nonsupervlsory workers' on private nonagricultural
payrolls by industry
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Representative LUNGREN. Thank you, Ms. Norwood.
In previous months you've used terms to describe the recovery in

employment such as robust and widespread. I take it from what
you've said, this trend is continuing?

Ms. NORWOOD. The improvement in the labor market has been
extraordinarily vigorous. The month of March has been less brisk,
but there is still growth and it is, as you commented, quite wide-
spread, though the gains are smaller than they have been.

Representative LUNGREN. I understand that these data reflect
labor market conditions for the week of March 12 and sometimes
you hear arguments that weather affects that or weather doesn't
affect it. As I understand it, we had some pretty bad weather in
certain parts of the country, the Central and Southern parts of the
country.

Would that or does that in any way affect the data that we are
looking at now?

Ms. NORWOOD. Well, of course, we try, Congressman, to make al-
lowances for that through the whole seasonal adjustment process,
but if you have a year when the bad weather is in a different week
than it has been in the preceding years, that becomes increasingly
difficult. I think the decline in construction employment is prob-
ably perhaps somewhat exaggerated because of the bad weather
and the problem of seasonal adjustment.

Representative LUNGREN. Does it have any effect on average
hours worked?

Ms. NORWOOD. It could. It certainly could. As I suggested in my
statement, however, one of the things we have to understand is
that we had month after month of extraordinarily vigorous job
growth. We have seen job increases I think now for many months.
We are looking at a month, the month of March, when we would
expect an increase in hours. The seasonal adjustment process
would have provided for that. Before seasonal adjustment there
was really no decline in hours and the hours that are worked are
relatively high by historical standards. And, therefore, it seems to
me that we need, in understanding this single month's drop, to
take into account the prior employment growth in the last few
months which might have made employers less anxious to increase
their hours. So that it's not completely unexpected.

Representative LUNGREN. That was one of the questions I wanted
to ask. I couldn't be here at last month's hearing but when I saw
the figures I was surprised at the large amount of job growth that
we saw in February, and I believe your statement indicated that as
well.

Ms. NORWOOD. Yes.
Representative LUNGREN. Most commentators were extremely

surprised, and I wonder if the fact of that rather extraordinary in-
crease that we saw in February should be taken into account when
we look at the hours worked and the drop in overtime hours that
we see reflected in this month's statistics.

Ms. NORWOOD. I think it must have had some effect. Exactly how
much effect it will take several months of data to know.

Representative LUNGREN. Ms. Norwood, in your testimony, I be-
lieve you referred to a large employment gain in machinery manu-
facturing; it that true?
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Ms. NORWOOD. Yes.
Representative LUNGREN. Is that a new feature of the recovery?

Have we seen that? Maybe it's just that I don't recall you mention-
ing it in the past, but is that something that is finally coming on-
board or is it something we have seen all along?

Ms. NORWOOD. I think you're quite right that it's something
that's beginning to come onboard now. The machinery industry
was not one of those with job increases in the early stages of the
recovery. It is now certainly beginning to show signs of employ-
ment change.

Representative LUNGREN. Is that something we should expect at
this stage in the recovery when you look back at others, or is that
something that occurs at different times in different recoveries? Is
it a guidepost that you look for during recoveries?

Ms. NORWOOD. Machinery is always slow in coming back and it is
not surprising that it took a while even in this very vigorous recov-
ery.

Representative LUNGREN. Let me ask you a question about the
employment-population ratio. I've tried to look at this thing all the
way through. I recall a number of months ago when we were dis-
cussing it and we went through the fact that in the trough of the
recession in November-December of the previous year it was about
57.2. It's now up to 59.2 which matches the July 1981 employment-
population ratio.

Can you tell us why that is, if it is in fact an important factor for
us to take a look at, and what does it really mean?

Ms. NORWOOD. Well, the employment-population ratio is an ex-
traordinarily important figure because it tells us the proportion of
the population of working age who actually have jobs. We always
have people who are not looking for jobs and who are not working
who therefore are not in the labor force and are not included in
the unemployment numbers. So in order to be sure to get a really
complete picture we need to look both at the employment-popula-
tion ratio and at the unemployment rates.

This is particularly important, I think, for those groups of the
labor force which have such a difficult time, the minority popula-
tion, who tend to get discouraged and therefore drop out of the
labor force entirely. You can see what's happening to them better
by looking at the employment-population ratio.

But this ratio is high. It's high by historical standards. It is, how-
ever, of course, below the all-time high of 1979.

Representative LUNGREN. I think that was 60.1. The thing that
still intrigues me about this is as we're gotten back to this level of
59.2, if you compare it to previous periods of time-let's say 5 years
back or so-you have that relatively high employment-population
ratio and yet our corresponding unemployment rate is higher than
it was in previous years when we had a similar employment-popu-
lation ratio, which suggests to me that we have a little different
dynamics than we've had before and that perhaps those of us who
are policymakers have to look and understand what those dynam-
ics are and, as you and I have discussed before, part of that is the
higher participation of women in the work force than we had in
previous years.

Ms. NORWOOD. Right.
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Representative LUNGREN. Senator Proxmire.
Senator PROXMIRE. Allen Sinai, who is the chief economist at

Lehman Brothers, recently asked, "Why has the economy been so
strong?" The answer is straightforward. The huge fiscal stimulus of
Reaganomics. Approximately $650 billion in personal and business
tax cuts for 1981 to 1986 and $250 billion increase in military
spending. Their effects have far more than offset the drag of high
interest rates and any reduction in nondefense spending.

Do you agree with the view, Ms. Norwood, that Federal deficit
spending accounts for much of the strength in the economy?

Ms. NORWOOD. Well, I'm sure there have been a number of fac-
tors which are responsible for this. It's quite clear that there has
been a considerable increase in employment in some of the defense
industries too.

Senator PROXMIRE. Well, not only that, but when you run the
kind of colossal deficits that we've run-after all, we've never had
a deficit anything like the deficit we've had in the last few years-
$109 billion in 1982 and $195 billion last year, and we're running a
deficit now at a rate of about $180 billion. That's spectacular, even
with respect to our present gross national product. It's bigger than
we've ever had in peacetime and it would seem to me that this has
to be accountable in part for the strength of the recovery.

The reason I asked that is since unemployment did not change
much in March-there may be reasons for that, but it didn't-the
-recovery maybe leveling off, I wonder if we do have leeway for cut-
ting spending and increasing revenues without halting the econom-
ic growth we have and without stopping the drop in unemployment
that we'd like to see continue?

Ms. NORWOOD. Well, I'm sure that you especially, Senator Prox-
mire, recognize that we can't read too much into a single month of
numbers. It is true that this employment growth is slower than it
has been, but there is still growth. And I think that at this stage of
a recovery it is to the employment growth that we need to be very
watchful. It is also historical experience. It is really very rare that
you have a continuing, uninterrupted change in the unemployment
rate. So the fact that the unemployment rate holds steady or even
might go up a tick and then down is something that I think cannot
be looked at, at least in a single month, as establishing any kind of
trend.

Senator PROXMIRE. Well let me see if I can get a little clearer
impression of your notion of the effect of deficit spending on the
economy.

Supposing I try to put a number on it. Would you deny the likeli-
hood that at least two-thirds of the recovery has been because of
enormous deficit spending and a huge deficit?

Ms. NORWOOD. I really don't know, Senator Proxmire. I have
read a good deal of the public discussion on that issue. Many of our
European friends have discussed it as well, and I just think that I
will have to leave those judgments to you.

Senator PROXMIRE. All right. Well, just let me say that from my
own experience I'm old enough to remember very vividly what hap-
pened in World War II when we ran a fantastic deficit, much
bigger than it is now because it was wartime. This is the biggest
peacetime deficit, but the wartime deficit was three times as big in
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relation to the gross national product, and the unemployment
dropped down from about 14 percent in 1940 to 2 percent because
we were spending an enormous amount because of the war effort
and we didn't raise taxes and the result was, of course, that we had
a very great drop in unemployment and enormous economic
growth, the most spectacular growth we've ever had.

This isn't nearly at that level but nevertheless it seems to me it
tends to have that effect.

In the March 26 Wall Street Journal, Alfred Malabre, Jr., points
out that although the Consumer and Producer Price Indexes both
rose less rapidly in February than in January, several signs point
to faster inflation ahead. No. 1, the prices of industrial raw materi-
als have risen sharply since early February. These increases will
begin to show up in the more familiar price indexes in about 6
months.

No. 2, factory utilization is now at 81 percent of capacity, a level
at which the inflation rate has accelerated in recent years.

No. 3, something that Chairman Lungren and you have dis-
cussed, the unemployment rate is still high by historical standards
but the ratio of employment to the working age population is near
the all-time high reached in 1979.

I noticed in your A-1 table here you show that if you take the
men 16 years old and older, for example, the employment-popula-
tion ratio is at 71 percent and for women it's 49.1 percent, and
those are both, as you indicated, high by historic standards, if not
at the absolutely top level. And Malabre comments that some ana-
lysts regard this as the most meaningful measure of labor avail-
ability.

How would you or the inflation experts who are with you at the
table react to the assertion of Mr. Malabre that we may be at a
critical level at which prices may begin to rise?

Ms. NORWOOD. Well, there has been a good deal of discussion
about whether there is a heating up of inflation. We don't see any
specific signs of that yet, apart from the anticipated increases in
food prices much of which we have already had but some of it
which will flow through some of our food items-particularly beef
and veal and some of the other food items. Much of that, of course,
is weather related and there isn't a lot that can be done about it.

It is true that capacity utilization is higher now than it had been,
but it had been extraordinarily low, and the fact that factory utili-
zation is in the 80-percent range or somewhat above that it seems
to me does not by itself mean that we are going to have increased
inflation.

Senator PROXMIRE. Doesn't it mean in some areas, though, that
because you're close to capacity in some areas-papermaking for
instance at 95 percent of capacity-and we're moving up rapidly in
automobiles and so forth, that business may feel free to raise prices
because it's the only way thay can meet the demand and it may be
necessary for them to do that in order to justify bringing in less
efficient capacity, third shifts and so forth?

Ms. NORWOOD. Of course, it's entirely possible that employers
may make decisions about their pricing. In fact, a review of the
price data all through the recession shows that at times employers
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and managers of enterprises have raised prices when people would
least have expected that.

So I think we have to recognize that that may occur, but Mr. Ma-
labre mentioned two other things. One was the drop in raw materi-
als prices. Our work has not shown that there is a direct timely
relationship between the prices of crude materials and the prices of
finished goods. This is due, in part I think, because of the volatility
of those data and the inability to measure them with as great accu-
racy as some of the other data that we have.

Senator PROXMIRE. How about the area where you're particularly
expert. Representative Lungren has pointed out that we are within
about 1 percent of the highest level we've ever been at in employ-
ment-population ratio. As he pointed out, and I think he's correct,
60.5 percent is the highest it's ever been and it's now at 59.6.

Do you regard this as a real measure of the pressure on the
available labor supply that might result in higher wages which in
turn could result in higher prices?

Ms. NORWOOD. I don't see that as upward pressure at this point.
If you look at the various groups of the labor force, you will see, for
example, that for adult men the employment-population ratio
while high is still considerably below the levels that it was at in
many, many previous years. It's at 73 percent now and all through
the 1960's and 1950's had been 80 percent or more. So I think
there's still some room.

Senator PROXMIRE. I'm sorry. I missed that.
Ms. NORWOOD. I said that what you need to do is to break the

employment-population ratio down by particular group of the popu-
lation and if you look at adult men in the labor force, their employ-
ment-population ratio is 73 percent. That is a relatively high
number, but all through the 1950's and 1960's that employment-
population ratio was in the eighties.

Senator PROXMIRE. Well, my time is up. I think that's an excel-
lent point. The fact is, we do have far more women in the work
force than we have had, although some people feel we may be
coming to a limit on that.

Representative LUNGREN. Ms. Norwood, to follow up on that, last
month you noted that the employment-population ratio for women
was, I believe, at a record 49.6 percent and evidently it remains
high this month. Maybe I'm wrong, but could that be interpreted
as a sign that the economy is overheating? I mean, we really don't
have a historical background to go on, do we? The participation of
women has continued to go up. And can you use that as an inter-
pretation that the economy is overheating?

Ms. NORWOOD. Well, I wouldn't.
Representative LUNGREN. Is there any historical basis for doing

that when you recognize this is a relatively new and continuing
phenomenon?

Ms. NORWOOD. The problem really is, Congressman, that you
can't take these numbers in isolation. One needs to look behind
them to find out why people are operating as they are. Women are
coming into the labor force because they want to be there and they
are staying there because in part they want those jobs, because of
the standard of living of many American families today has been
oriented to depend upon two incomes. Other women, of course, are
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wholly responsible for the financial support of themselves and
their families. So I think there are a lot of reasons for it.

The question I think for the inflation issue is basically are we
getting to the point where there are bottlenecks and shortages? I
haven t seen very much evidence of that. I'm sure that in a par-
ticular situation and a particular area that may be true, but given
the breadth of this country and the number of different kinds of
industries we have, the number of occupations that we have, over-
all I don't see evidence that there is a tremendous bottleneck or
shortage of employees.

Representative LUNGREN. That's an interesting comment because
when I go home and talk to people who are in small- and medium-
size businesses they say, "How can you folks in Washington be
talking about overheating? We're just beginning to see the recov-
ery affecting our particular industry or our particular companies."
And obviously everyone looks from their own perspective, but it's
kind of a tough question to answer.

Ms. NORWOOD. We still have a significant number of people who
are unemployed and it's hard for me to think of this as kind of an
overheated situation without those people working.

Representative LUNGREN. When we were talking a minute ago
about the prospects for inflation, Senator Proxmire mentioned the
auto industry. It seems to me those of us in Congress have some-
thing to do with some of the problems there. I think-because of
the concern that we were going to mandate it in the Congress-the
administration required Japan to have a restraint on the number
of autos in this country. As a result, if we look at the average price
of a Japanese auto it's gone up and profits have gone up for the
Japanese manufacturers and the dealers. I've got dealers in my
area telling me, "Look, we're making a whole lot more money sell-
ing less cars and if that's what you folks want us to do we'll do it,
but it's not good for the economy." So sometimes we create those
situations ourselves.

Unfortunately, I didn't bring along my quotes from the supply
side economists about why they think we re in a recovery, so I will
just have to rely on my own feeling that it isn't necessarily due pri-
marily to the deficit spending, but since the Senator referred to it,
I'd just like to ask you this.

During the past 16 months under the Reagan administration,
employment has increased evidently by your figures by about 5.1
million. How does this compare to employment growth during the
first 16 months of our previous postwar recovery?

Ms. NORWOOD. It's higher. The household survey figures which
you were quoting really show quite extraordinary growth and that
is considerably higher than in any other postwar period by well
over a million more than in 1975-76. The establishment survey
shows 3.7 million change, and that is relatively high too.

Representative LUNGREN. Let me ask you another question then.
In 1983, real average weekly earnings rose by 2 percent after I be-
lieve 4 consecutive years of decline. Has this trend continued in
1984, real average weekly earnings?

Ms. NORWOOD. Overall, it has. In individual months, it has
bounced around and it did decline some.

Representative LUNGREN. The overall trend, though, continued?
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Ms. NORWOOD. Yes.
Representative LUNGREN. Can you tell us what happened to the

number of long-term unemployed during the first quarter of 1984?
I know we've discussed that before and you've indicated that at cer-
tain points in the recovery you expect to see that change. Where
are we now?

Ms. NORWOOD. Long-term unemployed declined by about 50,000
in the month of March and we now have about 1.8 million.

Representative LUNGREN. Is that drop to be expected at this
point in the recovery?

Ms. NORWOOD. Yes. It takes a while for the long-term unem-
ployed to find jobs and so at the early stages of the recovery that
number stays pretty high. As you move into a recovery you would
expect and hope, certainly, that that very important group begins
to decline, and I think we are seeing some of that.

Representative LUNGREN. In some of the past hearings you've
given us some information with respect to U.S. comparisons on un-
employment and employment growth vis-a-vis Europe and some
other areas.

How does the United States compare to Europe with respect to
typical duration of unemployment? Is it substantially the same or
are we unique in terms of our typical duration of unemployment?

Ms. NORWOOD. European countries tend generally to have much
longer duration. That is for a particular individual. A particular in-
dividual suffers unemployment for a very much longer time. In
fact, in the United Kingdom, the period is extremely, extraordinar-
ily long.

In the United States, on the other hand, there is a great deal
more turnover among the unemployed.

Representative LUNGREN. Is there a particular reason for that,
that we are so different compared to Great Britain?

Ms. NORWOOD. I think it is in large part because of the dynamic
nature of our labor market. People have in general always as-
sumed that they might resign to look for a better job or that if they
lost their job they would be able to find another one and so contin-
ue to look for one, and we have also had quite a history of job cre-
ation in this country.

Representative LUNGREN. That brings up the question of the dis-
couraged work force, which you estimate on a quarterly basis. I
know you always caution us that being a discouraged worker is a
state of mind. What happened to the number of discouraged work-
ers during the first quarter of 1984 and what has been the trend
over the past year?

Ms. NORWOOD. The number of discouraged workers is down con-
siderably since the end of last year. It's now at about 1.3 million. In
the fourth quarter, it was about 1.5 million, and it was almost 1.8
million in the first quarter of 1983. So it's down considerably.

Representative LUNGREN. What is the importance of the discour-
aged worker data? I know you've cautioned us before that it's a
state of mind and it's difficult to determine, but what is the signifi-
cance of that data for those of us in policy positions?

Ms. NORWOOD. I think it's an important set of data, although
you're right that I think we need to look at them with some cau-
tion. Nevertheless, they are extremely important because they are
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people who are not counted in the unemployment rate and they
are not counted because they are out of the labor force.

As the economy recovers, we would expect more people to be
drawn into the labor force and we would expect that the number of
discouraged would decline, and I think we are seeing some of that.

Representative LUNGREN. According to BLS, the Consumer Price
Index rose only four-tenths of 1 percent in February, which I be-
lieve is the latest statistics we have. I would view that as a very
positive figure saying that the current administration has come a
long way in battling inflation. There are some who look at that and
say you ve really got to analyze it because it affects groups differ-
ently.

What does the BLS research tell us about the inflation rates
faced by different population groups? For instance, do blacks and
whites, rich and poor, face different inflation rates because of dif-
ferent expenditure patterns?

Ms. NORWOOD. People who have different expenditure patterns
obviously face somewhat different rates of inflation. Our Consumer
Price Indexes measure the inflation experience of only the two
major groups-the total or overall urban population and the wage
earner clerical worker population. There are really very few differ-
ences overall when you look at the overall numbers between those
two population groups.

It is, in our view, very difficult to determine the actual price ex-
perience of other groups of the population merely by looking at
their expenditure patterns. That's one way of doing it, but we be-
lieve that our experience in price measurement suggests that just
as important, perhaps even more important, than the expenditure
patterns are the places in which people live and the places in
which they shop. And we do not have any specific data-we have
not collected data to represent the kinds of places in which other
groups of the population are shopping. So it s very hard for us to
tell much about that.

Representative LUNGREN. Let me just ask one last question on
that. The Consumer Price Index, is that weighted in such a way
that it more accurately reflects price fluctuations in what we
would refer to as essentials as opposed to what might be referred to
as luxury items, or is it made up in such a way that it's more
across the board? By that, I mean I would think essentials would
be the essentials of living, food costs, housing costs, perhaps trans-
portation costs, as opposed to certain other luxury-type things.

Ms. NORWOOD. No, Congressman. The Consumer Price Index Pro-
gram is based upon objective surveys of how people are actually
spending their money. We at the Bureau of Labor Statistics would
not like to have to decide what is a luxury, even in a food item,
since people have different tastes and it might be a very difficult
thing to do. So we have found that the best way to do this is to
survey the population of the country and find out what they are
spending their money on and then use an objective sampling proce-
dure to select the items from that total universe.

Representative LUNGREN. Thank you.
Senator Proxmire.

* Senator PROXMIRE. I notice that the recovery, as far as unem-
ployment is concerned, is reported in your data here to be quite

36-618 0 84 - 9
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uneven. For example, in Florida, there was a sharp drop in unem-
ployment. Of course, Florida had low unemployment anyway. Mas-
sachusetts went down to 5.3 percent which is a remarkably good
record. But then you have Illinois which had high unemployment
to begin with, it went from 9.5 to 10.5. And Ohio from 9.3 to 10.2.
Both those latter States were suffering very serious unemployment
and they seem to be really bogged down in the depth of a recession.

This suggests to me that we may have the phenomenon of still
fairly high national unemployment, but pressures in some States
like Massachusetts and elsewhere on labor resources so that you
get both some inflation and still high unemployment. Is that right?

Ms. NORWOOD. Yes, that is correct. I think it is interesting to
note, Senator Proxmire, however, that the table with the State
data on it suggests that many States had declines in unemploy-
ment this month.

Representative LUNGREN. Well, I think that's true. And you say
you don't have data on these individual States except for the big
ones for March, do you?

Ms. NORWOOD. That's correct.
Senator PROXMIRE. So we can't make that conclusion, as of this

month, but I think you're right over the trend over the long period.
One reason for the large drop in the unemployment rate in a re-

covery is the slow growth in the labor force. How much has the
labor force grown in this recovery and how does this compare with
the previous two recoveries? There's been some growth, but com-
pared to what we have experienced historically it's been quite slow;
isn't that right?

Ms. NORWOOD. It has been slow. It seems to be picking up in the
last several months, however. It's about 2 million over the year and
is, in fact, 2 million since November 1982.

Senator PROXMIRE. But as a percentage? Do we not have now 104
million people employed in this country?

Ms. NORWOOD. About that.
Senator PROXMIRE. So that's only about a 2-percent improvement

in the period of recovery in the work force.
Ms. NORWOOD. In terms of percentage increases, the labor force

since November 1982 has increased much more slowly than in the
same periods after the 1970-72 period and after the 1975-76 period,
and even the 1954-55 period, but there have been three recession
recovery periods when there was in fact slower labor force growth.
I think we are beginning to see a little pickup in labor force growth
now.

Senator PROXMIRE. Last month the mean duration of unemploy-
ment was unchanged at 18.8 weeks. Congressman Lungren spoke
about that in comparison with the European situation. I'd like to
speak about it in comparison with our own historical experience
here in the United States of America.

In fact, isn't this still high by historic standards, the duration of
unemployment, in fact, higher than occurred in any month prior to
1983?

Ms. NORWOOD. I believe so.
Senator PROXMIRE. Is this high for this stage of the recovery?
Ms. NORWOOD. I would expect that it would be in part because

this recession was longer and deeper than other recessions.



125

Senator PROXMIRE. Now, last month the unemployment rate for
black workers rose to 16.6 percent, while the white rate was un-
changed at 6.7 percent. I'm talking about adults. So the black rate
was 2 1/2 times the white rate. Isn't that ratio higher than in the
past?

Ms. NORWOOD. The ratio has hovered between 2 and 21/2 percent
for a very long time.

Senator PROXMIRE. In view of all the efforts we've made or we
think we've made, they haven't been very effective-through af-
firmative action and so forth, trying to prevent discrimination
against blacks in employment-what is the cause of this continued
very, very high rate? Also 21/2 times is certainly an indication of
failure on our part to open up opportunities to blacks to work.

Ms. NORWOOD. It's quite clear that our black population has a
very difficult time in the labor market. It's also clear that their
high rates of unemployment in the early 1980 period have general-
ly continued. Black men in particular have enjoyed a considerable
amount of the benefits from the current recovery. They have had
quite considerable increase in their employment during the last 16
or 17 months.

Senator PROXMIRE. That wasn't true last month, however.
Ms. NORWOOD. No, but that's 1 month.
Senator PROXMIRE. Last month they suffered.
Ms. NORWOOD. That's 1 month of data, Senator Proxmire, and I'd

like to wait for another month or two to see whether there is a
trend.

Now, having said that, I'd like to emphasize that I think the un-
employment conditions of our black population are very serious
indeed. There's no question about that.

Senator PROXMIRE. And you say the cause of this is they just had
trouble in the past or can we put our finger on a more precise
cause? Is it because they traditionally have worked in manufactur-
ing and heavy industry which has suffered more, or is there some
other reason?

Ms. NORWOOD. Well, I think there are a whole variety of prob-
lems. One question is location. You mentioned before that there
was some considerable difference among the various States, and
there is. We have pockets of very high unemployment in some
parts of the country and we have pockets of very, very low unem-
ployment in others.

Senator PROXMIRE. But it's hard to see when you compare those
States that the black population is higher in the States that have
higher unemployment. For instance, in Texas it's low, and general-
ly in the Southwest it's been fairly low and in the South generally
it's been low, and the black population is higher in the South. So
that low unemployment there should have benefited the black pop-
ulation rather than giving us the situation we have where it's just
about as bad as it's been in the past or worse.

Ms. NORWOOD. That is true except for the industrial composition
which is the other point. Part of it is their location, even within
the State and within the city. The minority population may just
not be where the jobs are.

Of course, you mentioned Texas and we have the Mexican border
area where unemployment rates are very, very high and are in the
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double-digit range even though for the State of Texas as a whole
the unemployment rates are fairly moderate.

In addition, there are questions of education and training, as
with any group of the unemployed, but many particularly of our
black youth population have been living in circumstances that
have not been particularly conductive to educational attainment.

Senator PROXMIRE. At the beginning of your appearance here I
mentioned the fact that the average weekly hours had dropped.
They are now 35.2 for overall total private, and manufacturing
dropped from 41 to 40.5 and the manufacturing overtime has
dropped.

Aren't those indications of a diminishing demand for labor, hard
clear factual indications of that?

Ms. NORWOOD. Taken by themselves, that's correct. However,
when you look at the hours in relation to the employment growth
that has occurred over the last several months, I would be more
wary of drawing that conclusion.

Senator PROXMIRE. Well, they are lower than they were in the
fourth quarter of 1983, total private hours, and so in a recovery it
seems to me that suggests that we may be reaching the end of a
drop in unemployment. I hope not, but it suggests it.

Now today you reported-Congressman Lungren discussed this to
some extent and I'd like to follow up-today you reported that in
the first quarter of 1984 there were 1.3 million discouraged workers
and you used that figure in response to Congressman Lungren.
That is those persons who would like to have a job but have given
up looking for one.

How does that compare with data for recent years and with situ-
ations in similar times in previous economic recoveries?

Ms. NORWOOD. We don't have those data with us, but we would
be glad to supply them for the record.

Senator PROXMIRE. Can you give it to me off the top of your head
as an expert? Doesn't that seem high?

Ms. NORWOOD. It's high.
Senator PROXMIRE. All right. Since the depth of the recession of

November 1982, the teenage labor force had actually shrunk by 5
percent. At comparable stages in the previous five recoveries the
teenage labor force rose by an average of more than 5 percent. This
time it went down.

Why is this recovery so different? Are there fewer teenagers or
fewer of them seeking work?

Ms. NORWOOD. It's largely that there are fewer teenagers because
we have passed through the baby boom generation. There's also
some very slight decline in their labor force participation rates,
however, and that may be because of other activity, greater educa-
tional attainment, it's hard to tell.

Senator PROXMIRE. And that's different from the other five re-
coveries?

Ms. NORWOOD. Yes, clearly.
Senator PROXMIRE. Can you elaborate on that a little bit? Why is

it different?
Ms. NORWOOD. Well, I think the major point that I would make

that is different is that there are fewer people who are young be-
cause there were fewer of them born.
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Senator PROXMIRE. Well, you made that point. You said in addi-
tion--

Ms. NORWOOD. Yes. I think that's the major point.
Senator PROXMIRE. Can you give us the actual figures? How

many fewer are there? I had the understanding-apparently it was
wrong-that the demographics were that there were fewer people
between the ages of 5 and 15, but for the 16, 17, and 18 it hadn't
quite hit that group.

Ms. NORWOOD. Well, I think it depends upon the period you're
looking at, Senator Proxmire. Over this last year, for example, we
had a decline of roughly 150,000 teenagers in the labor force. In the
late 1960's and the 1970's, we used to have an increase of four or
five hundred thousand coming into the labor force. So it's just a
complete reversal.

Senator PROXMIRE. I'm not talking about coming into the labor
force. I'm talking about the actual number there are.

Ms. NORWOOD. In the population?
Senator PROXMIRE. In the population, yes.
Ms. NORWOOD. Mr. Plewes.
Mr. PLEWES. We don't have the full historical series, Senator, but

over the past year, for example, we have lost almost 600,000 in the
population count of 16 to 19 year olds.

Senator PROXMIRE. You say we have lost 600,000 16- to 19-year-
olds?

Mr. PLEWES. That's correct.
Senator PROXMIRE. And about what percentage drop is that?
Mr. PLEWES. It is out of a total of 15 million, so about 4 percent.
Senator PROXMIRE. About 4 or 5 percent?
Mr. PLEWES. Yes.
Senator PROXMIRE. Very good. I didn't have that figure. Thank

you.
Thank you, Congressman.
Representative LUNGREN. Senator, I just want to say as a

member of the postwar baby boom, it makes me even feel older to
understand that we are just about past our peak for the crescendo
entrance into the labor market.

Ms. Norwood, to try and follow up a little bit on the problem of
youth unemployment, as you know, the administration may pro-
pose the adoption of a lower minimum wage for youth during the
summer months. It's something that I've been advocating for some
time, although it's somewhat controversial.

Does the nonseasonally adjusted youth unemployment tend to
rise significantly during the summer months?

Ms. NORWOOD. Yes. There are always more than 1 million young
people who come onto the labor market in May, June, and July.

Representative LUNGREN. I would assume this is a problem that
affects the black teenagers certainly as much and I guess the sta-
tistics show more than white teenagers?

Ms. NORWOOD. That's correct.
Representative LUNGREN. As the Senator suggested, it's a prob-

lem that's been with us for a long period of time. Blacks face 2 to
21/2 times the unemployment rate of whites, with black teenagers
significantly higher. Maybe we need to try some new things which
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some have considered daring and controversial to see if we might
be able to affect that.

Ms. Norwood, women have traditionally been viewed as being
segregated into a few low-paying occupations. Can you tell us
whether the occupational segregation lessened or increased during
the 1970's?

Ms. NORWOOD. There have been some dramatic improvements in
some occupations but those dramatic improvements have been
rather large percentage changes taken from very small bases and
so the overall situation, the median or the mean for all women con-
tinues to show women segregated in both low-paying occupations
and low-paying industries.

Representative LUNGREN. In your comments today you men-
tioned the diffusion index was important for us to consider. Could
you just tell us why? I believe you said it was a significant indica-
tion that this recovery from the employment standpoint is rather
widespread. How do we reach that conclusion from the data you
have on the diffusion index?

Ms. NORWOOD. Well, we want always to know several things
when we look at the data. We want to see how large the employ-
ment gains have been, but we also want to see whether they are
dispersed throughout the various industries and establishments of
the country or if they might have just been something that a few
or handful of establishments have been able to accomplish. The dif-
fusion index, which consists of 182 nonagricultural industries, gives
us an opportunity to identify the dispersion of those job gains.

Representative LUNGREN. I believe you use that something like
over 60 percent or two-thirds of those companies surveyed showed
an increase?

Ms. NORWOOD. That's right.
Representative LUNGREN. So that's an indication to us that even

though it may have been a minimum increase in some of those
companies, at least it was a widespread thing not confined to any
one or just a couple industries?

Ms. NORWOOD. Yes.
Representative LUNGREN. Ms. Norwood, I again would like to

thank you for your testimony.
Senator PROXMIRE. I have one more question.
Before Congressman Lungren finishes, this has been such a non-

partisan, nonpolitical session that I'd like to change it just a little
bit. We've got two spectacular graphs over there, one is Republican
and one is Democratic. The Republican one for some reason shows
unemployment comparison beginning in 1982 and the Democratic
one goes back to 1981. If you look at the Democratic one, it's clear
that the unemployment rate is higher than what it was when
President Reagan took office. If you look at the Republican one, it
looks like you've got a real improvement there almost on any
standpoint.

Let me just ask you. Is there more or less unemployment in the
country than there was 4 years ago? That was the question that in
the 1980 debate with President Carter, Ronald Reagan asked that
question of President Carter. President Carter had to admit that
there was more unemployment and there is more unemployment
today than there was 4 years ago; isn't that right?
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Ms. NORWOOD. Yes.
Senator PROXMIRE. And, of course, it may be that next month or

a couple months from now that Congressman Lungren will be able
to come in and point out that there's less.

Representative LUNGREN. And I hope you'll be here.
Senator PROXMIRE. I'll be here, you bet your life, to show how

these figures can be rigged sometimes.
Representative LUNGREN. Well, it also appears to me that the

unemployment rate appeared to be going up just as the Carter ad-
ministration was leaving office and certainly well before the
Reagan administration had an opportunity to do anything.

Senator PROXMIRE. Well, we're still waiting for them to do some-
thing.

Representative LUNGREN. Well, let me just say this, since we're
going to end on a bipartisan note, Ms. Norwood, your comments
that we have had a 5.1 million increase in jobs in this country is
something that should be good news for all Americans. I certainly
think it is. And if the administration is going to get blamed in
some circumstances, I would just like to say that the administra-
tion policies evidently are working to the extent that 5.1 more mil-
lion Americans are now working. As it has been said, that is the
best recovery we've had in terms of increase in jobs during the
post-World War II era, which I might add is my entire lifetime.

Senator PROXMIRE. And bought with a deficit which is going to
plague our children and grandchildren for generations to come.

Representative LUNGREN. I just wish Senator Proxmire would be
able to speak on the floor of the House of Representatives so he
might be able to convince some of his comrades on the-his col-
leagues on the Democratic side that in fact increasing--

Senator PROXMIRE. I like comrades. I like that Republican term.
[Laughter.]

Representative LUNGREN. Increasing expenditures for every
single appropriation doesn't bring the deficit down.

Senator PROXMIRE. You're right. I agree with that.
Representative LUNGREN. Thank you, Ms. Norwood.
The committee stands adjourned.
[Whereupon, at 10:35 a.m., the committee adjourned, subject to

the call of the Chair.]
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The committee met, pursuant to notice, at 9:35 a.m., in room SD-

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

Present: Representative Lungren and Senator Proxmire.
Also present; James K. Galbraith, deputy director; Charles H.

Bradford, assistant director; Deborah Clay-Mendez and Mary E.
Eccles, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE LUNGREN,
PRESIDING

Representative LUNGREN. Madam Commissioner, this morning
we learned that the number of Americans holding jobs increased in
April by 260,000. This, of course, is the 17th consecutive monthly
increase in employment. 104.4 million civilians-more than ever
before in our Nation's history-are now at work. That's a sentence
I guess that we repeat every month because employment growth
has continued unabated and that is certainly good news.

The past 17 months of vigorous economic expansion have created
more than 5.3 million civilian jobs. This 17-month gain is unprece-
dented by post-World War II standards. Employment among civil-
ian men increased by 5 percent during this period. Employment
among women increased by 6 percent and employment among
blacks increased by 8 percent. We are confident that additional em-
ployment gains will be realized by each of these groups as the ex-
pansion continues.

During these same 17 months of economic expansion, the overall
civilian unemployment rate plummeted 2.9 percentage points. Yet,
despite this tremendous improvement in labor market conditions,
we have not returned to the double-digit inflation of the past. The
Consumer Price Index for urban wage earners and clerical workers
increased by only 3.5 percent during the 12-month period which
ended in March. In March, the most recent month for which data
is available, the index was actually unchanged.

So during the past 4 years under the Reagan administration, eco-
nomics is not a zero-sum game. Americans are no longer forced to
choose between employment and a reasonable degree of price sta-
bility.

With lower taxes and less government intrusion into the private
sector, there appear to be greater incentives for work and invest-
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ment. The effects of these initiatives are gradually being felt in
U.S. labor markets and in the economy as a whole.

With these figures which you bring us today and have brought us
for the last 17 months, the future looks bright. The consensus of
private economists is that the economy will continue to grow
through 1984 and 1985. I think we all recognize, Ms. Norwood, that
at this stage in the expansion we cannot expect improvements in
the unemployment rate on a monthly basis. The April data are
consistent with this. Nevertheless, the members of this committee
and the American people look forward to the gradual labor market
gains that sustained economic growth will bring.

I would like to welcome you once again, Madam Commissioner,
to the Joint Economic Committee's monthly hearing on the em-
ployment situation and invite you to make your statement after I
invite the Senator to make an opening statement.

OPENING STATEMENT OF SENATOR PROXMIRE
Senator PROXMIRE. Thank you very much, Congressman. I don't

have any big opening statement, but I think that you have put
about as rosy a glow on these figures as possibly could be put. I
guess that's part of the function of being a Republican chairman.

As I look at this, I think you might say that it's possible that
we're bottoming out at a very high level. This is the third consecu-
tive month at which unemployment has been for all workers at 7.7
percent. It was 7.7 percent in February, 7.7 percent in March, 7.7
percent in April and if you look at the breakdown among adult
men, adult women, teenagers, whites, blacks, and Hispanics, the
most conspicuous element that sticks out to me is that there's been
very little change in any of these categories for 3 months.

That doesn't mean that it won't go down in June, but it suggests
that it's possible that the consistent improvement that we enjoyed
from November 1982 until February may be ending. At least the
fact that we have three consecutive months at the same level
doesn't seem to me to be very encouraging.

Also, in view of the fact that it's bottoming out at a level of
about 8.8 million people out of work. 7.7 percent unemployment is,
on the basis of the historic record and particularly on the basis of
the last 25 years, a very, very high level, particularly if it means
that this is the lowest the unemployment rate will go. We hope and
pray that it will go lower. But looking at the figures this morning,
it seems to me that we may well be at a point where unemploy-
ment may not go lower, too.

Thank you.
Representative LUNGREN. Thank you.
Madam Commissioner, with those hopefully compatible state-

ments from the two of us, we invite your remarks.
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, U.S. DEPARTMENT OF LABOR,
ACCOMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMIS-
SIONER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STA-
TISTICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSION-
ER, OFFICE OF PRICES AND LIVING CONDITIONS
Ms. NORWOOD. Thank you very much, Congressman. I will try to

stay in the middle. I have with me, as always, Mr. Plewes, who is
the Associate Commissioner in charge of Employment and Unem-
ployment Statistics; and Mr. Dalton, our Associate Commissioner
for Prices and Living Conditions.

We are always very pleased to be here to try to add a few com-
ments to supplement our release.

Employment continued to rise in April and the factory workweek
moved up to the highest level in nearly 20 years. The labor force
rose, and unemployment has held steady since February.

Unemployment generally declines in April, and this year the re-
duction was essentially in line with seasonal expectations. Thus,
after seasonal adjustment, both the level and rate of unemploy-
ment were unchanged from March to April. The overall rate,
which includes the resident Armed Forces in the labor force, was
7.7 percent, and the civilian worker rate was 7.8 percent. Both
rates are nearly three percentage points below their recession
highs recorded in late 1982.

While the total number of unemployment remained unchanged
at 8.8 million, the number of persons on layoff from a former job
declined. This component of unemployment-which consists of
those persons who are not working but expect recall when econom-
ic conditions permit-is a very cyclical category. During the course
of the 1981-82 recession, the number of unemployed on layoff rose
from 1.3 to 2.5 million. By April, the number had declined to 1.1
million, the lowest level since January 1980. Unemployed job
losers-those awaiting recall as well as those permanently separat-
ed from their former employers-accounted for 51 percent of the
unemployed in April, down from a recession high of 63 percent.

The decline in joblessness for the 17 months of the current recov-
ery compares favorably with prior upturns. Since November 1982,
the number of unemployed has dropped by 3 million or 26 per-
cent-a steeper drop than in the first 17 months of any other re-
covery since the early 1950's.

Employment growth has also been strong in this recovery. Total
civilian employment-as measured by the household survey-has
advanced by 5.4 percent and payroll employment-as measured by
the business survey-by 4.6 percent since November 1982.

The number of nonfarm payroll jobs rose by more than 400,000
in April to 92.9 million, a level 1.4 million higher than before the
last recession began. April gains took place in both the goods- and
service-producing sectors, and, overall, nearly 70 percent of the in-
dustries registered improvement. The largest gain occurred in the
services industry, where employment advanced by 175,000. Con-
struction employment rebounded from the weather-depressed
March level. Manufacturing gains were particularly strong in ma-
chinery, electrical equipment, and printing and publishing. Even
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with the April gain, however, the manufacturing industry has re-
gained only two-thirds of the jobs lost in the recession. One reason
for this limited recovery of jobs has been the very high level of fac-
tory hours. In many cases, employers are expanding working hours
rather than hiring additional employees.

The employment expansion in the recovery period and in the last
several decades generally has been strongest in the service-produc-
ing sector. The proportion of people with a service-producing job
has gone from 3 in 10 in 1900, to 5 in 10 in 1950, and to 7 in 10
today. This dramatic shift to the service sector has, however, not
been made at the expense of the goods-producing sector. Many of
the new workers in services are people who have recently come
into the labor force. It is important to recognize that, except during
cyclical downturns, employment in the goods-producing sector has
not declined. In periods of economic recovery, goods employment
has grown, though clearly at a much slower pace than in the serv-
ice-producing sector.

Within the service-producing sector, particularly strong growth
has occured in business and health services. Employment in health
services grew by nearly 300,000 during the recession and another
200,000 thus far in the recovery period. Growth in business service
employment was limited to 45,000 during the recession but has ex-
panded by 700,000 in the last 17 months. An important source of
business service growth has been among firms that provide services
for other firms that otherwise would be performing these jobs
themselves.

The civilian labor force increased in April. The gain was concen-
trated among adult women, whose participation rate has risen in
recent months after holding steady earlier in the recovery period.
Over the past year, the labor force has grown by 2.3 million. Look-
ing separately at some key demographic groups, we can see that
the entire gain took place among those 25 to 54 years of age.
Within this prime working age group, increases were registered
both for men-1 million-and women-1.3 million.

When comparing this past year with earlier periods of more
rapid labor force growth, it is striking that the difference is essen-
tially limited to developments among youth, which, in turn, stem
from underlying population trends. In the year ending in December
1978, for example, there was an increase of nearly 900,000 in the
16- to 24-year-old labor force. During that same year the overall
labor force growth was 3.4 million, one of the largest yearly in-
creases ever recorded. Had the number of 16 to 24 year olds in the
labor force held steady then as it did over the past year, the overall
growth would have been 2.5 million, not much different from our
current experience.

In summary, strong employment growth continued in April, the
workweek increased, and the unemployment rate held steady for
the third month in a row.

We would be happy to try to answer any questions the commit-
tee 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 OF ALL CIVILIAN WORKERS BY ALTERNATIVE SEASONAL ADJUSTMENT
METHODS

X-Il ARIMA methoe X-11
Unadjusted ~~~~~~~ ~~~~~~~~~~~~~Method Rane

Month and year rate Official Concurrent Stable Total Residual (oficial
procedure 1980)e

1980)

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

1983
April ............... 10.0 10.2 10.2 10.2 10.3 10.2 10.3 0.1
May ............... 9.8 10.1 10.1 10.2 10.1 10.1 10.1 .1
June ............... 10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July ............... 9.4 9.5 9.5 9.4 9.5 9.5 9.5 .1
August ............... 9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September ............... 8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October ............... 8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November ............... 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December ............... 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

1984
January ............... 8.8 8.0 8.0 8.0 8.1 8.0 8.0 .1
February ............... 8.4 7.8 7.8 7.6 7.8 7.7 7.8 .2
March ............... 8.1 7.8 7.8 7.7 7.8 7.6 7.7 .2
April ............... 7.6 7.8 7.8 7.8 7.8 7.8 7.8.

EXPLANATION OF COLUMN HEADS

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

(2) Official procedure (X-11 ARIMA method). The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised at the end of each year. Extrapolated factors for Janu-
ary-June are computed at the beginning of each year; extrapolated factors for July-
December are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate of January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.

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

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

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

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

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

The standard X-11 method is described in "X-11 Variant of the Census Method II
Seasonal Adjustment Program," by Julius Shiskin, Allan Young, and John Mus-
grave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 1984.
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THE EMPLOYMENT SITUATION: APRIL 1984

Employment continued to increase in April and unemployment was unchanged, the Bureau of

Labor -tatistics of the U.S. Department of Labor reported today. The overall unemployment rate,

7.7 percent, and the rate for civilian workers, 7.8 percent, each remained at the levels which
prevailed in rFbruary and March.

Civilian employment--as measured by the monthly survey of households--rose by 260,000 in
April to 104.4 million, seasonally adjusted. The number of employees on nomagricultural
payrolls--as measured by the monthly survey of establishments--increased by 410,000 to 92.9

million, seasonally adjusted. The April job gain was led by strong advances in services.,

manufacturing, and construction. The factory workweek rose sin-tenths of an hour to 41.2 houro

in April, the highest level in nearly 2 decades.

Unemployoent (Household Survey Data)

The number of unemployed persons and the unemployment rate were both unchanged in April

after seasonal adjustment. A total of 8.8 million persons were unemployed; the civilian worker

jobless rate was 7.8 percent, about the same as in the 2 previous months but nearly 3 percentage

points below the late 1982 recession high.

Among the major worker groups, the unemployment rate for adult men, at 6.9 percent, was

about unchanged in April. The rate for adult women, also about unchanged from March, has been

almost the same as that for adult men ever the February-April period. This is in contrast to

the pattern which prevailed from mid-1982 through January 1984, when the rate for adult men, who

were affected much more severely by the recession, exceeded that for adult women. The teenage

unemployment rate (19.4 percent in April) has shown little change since last November, after

declining moderately from a recession high of over 24 percent. Jobless rates for whites (6.7

percent), blacks (16.8 percent). and Hispanics (11.5 percent) all held steady between March and

April. (See tables A-2 and A-3.)

In tens of the duration of unemployment, there was little change in the individual duration

categorie . Half of the unemployed were jobless for 8 weeks or less. (See table A-7.)

Job lasers--persons on layoff who expect to return to their job, an well us those who have

permanently lost their job--accounted for 51 percent of total unemployment in April, conparod

with 62 percent in November 1982. Unemployment among person us in layoff declined to 1.1 million

in April, substantially below the recession high of 2.5 million in Septonber 1982. (See table

A-8.)

Civilian noplooment and the Labor Force (Household Survey Data)

Civilian employ.ent continued to increase from March to April, with nost of the gais taking

place among adult women. At 104.4 million, seasonally adjusted, civilian employment has

advanced by 5.4 million from the 1982 recession low. During the 17-monto recovery period,

strong employment gains were posted by adult sen (2.9 million) and woman (2.4 mIllon). Teenage

enply-ent held sbout steady, as declines in their population ere offset by increases in the
proportion of teenagers with jobs.

Time civlian labor force rose by about 330.000 to 113.2 million in April. iOvr the year,

labor force growth totaled nearLy 2.3 million--about 1.4 nillios adult women and 950,000 ddult

men. (See table A-2.)
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Industry Payroll Employment (Establishment horvey Data)

Nonagriculturrl payroll employment rose by 410,000 in April, following a smaller increase
in arh. lGais were qoite widenpread as more than two-thirds of the 186 industries in the BLS
diffusion iden ponted over-the-month increases. At 92.9 million, payroll employment wan op
more than 4.1 million inece N.ovember 1982. (See tables B-I and B-6.)

Alnost half of the April job gains were in the goods-producing seitor. Mining employnent
wan op by nearly 10,000 and constrection by about 75,000; most of the constr-tioon gains
occurred among spetial trade contractors (contractorn spe-ialaiing in nano.ry, ccrete,

electrical work, etc.). Factory employment conti.ned to rise, ponting a gale of 1001,00.
Durable goods increasen .ccurred largely in machinery and electrical and electronic equipment,
while in nondurable goods, food processing and printing and publinhing ponted the strongest job

growth.

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

I Quarterly averagen Monthly data |

Category I Mar.-
1983 I 1904 I 1984 I Apr.

I I 1 1 I change
1 I 19IV 1 I I Feb. I Mar. I Apr.

HOUSEHOLD DATA
Thousands of persons

Labor force 1/ ....... 1112,3651113,7021114,2921114,3771114,5981114,9381 340
Total employment I/ ................. 1100,8791104,1951105,4261105,5761105,8261106,0951 269

Civilian labor torce .................... 1110,7001112,0121112,6071112,6931112,9121113,2451 333
Civilian employment................. l 99,2141102,5061103,7401103,8921104,1401104,4021 262
Unemployment ....................... 1 11,4861 9,5071 8,8661 8,8011 8.7721 8.8431 71

Not in labor force ...................... 1 62,8051 62,9381 63,0721 62,9861 62,9121 62 ,7241 -188
Dincouraged workers ................. 1.7651 1,4571 1,3391 N.A.1 N.A.1 N.A.1 N.A.

I Percent of labor force
Unem.ploymen.t raten:I I I I I I I

All workers I/ ..................... j 10.21 8.41 7.81 7.71 7.7I 7.71 0
All civilian workern ................. 10.41 8.51 7.91 7.81 7.81 7.81 0

Adult men.................... I 1 9.71 7.81 7.01 7.01 6.81 6.91 0.1
Adult women ...................... . 8.91 7.21 7.01 6.91 6.91 7.01 0.1
Teenagers ..................... 1 23.11 20.61 19.61 19.31 19.91 19-41 -0.5

White ............... ,. . 9.11 7.41 6.81 6.71 6.71 6.71 0
Black ................ 1 20.21 17.91 16.51 16.21 16.61 16.81 0.2
Hispanic origin .............. 1 15.61 12.11 10.91 10.21 11.31 11.51 0.2

I I I I I I I ______ i _
ESTABLISHMENT DATA I

I Thousands of lobs - _

Nolefro payroll employnent ............. 1 88,8151 91,34619
2
,

2
64pI 92,357192,506pl92,91

3
pl 407P

Goods-producing indstrlies .......... 1 23,0881 24,29
8

124,7
2 8

pl 24,784124,78
3

pl24.
9

66p l 1
8

3p
Service-producing industries........ 165,7271 67,048167,536p1 67,573167,723pl67,

9
47pl 2'241

I I I I I L _ . _

I______ Hours of work

A-ecage wolkly hoors: i I I I I 1
total priaate nonfar ................. 1 34.81 35-31 35.4pl 35.41 35.2pI 35.6pI 0.4p
Manslaactiring ....................... 1 39.51 40.61 40.9pI 41.01 LO6pl 41.2p1 0.6p
lanuacturing overtime ............... 1 2.51 3.31 3.5pl 3.61 3.4pl 

3
7p1 0-3lP

l l l l l I I

I/ Includes tle resident Armed Forces. 1.A-.not availahl-.
pproeliinary.
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Withui the service-producing sector, a particularlty sizhble esploynent inc-easo took place

in tile services industry--175,000--with basiness services accoonting for a targe parr of this

gain. EnpLvy.ent advances also took place in wholesale trade and finance, insurance, and real

estate.

Weekly Houts (istablishnent Survey Data)

A.erage weekly hours for prodor tie or oneupervisory wnrhers onnagriccirural payralis

rose by 0.6 hour to 35.6 hoots in April, after falling slightly is the prior 2 sonirk., hlt

April levI wate highest since early 1980. While aii major industry groups posted ir-reases

on a seasonaiiy adjusted hasis, the workweek in nanufacturing registered the largest gals.

Total Ianofactureig hours and factory overtine were up 0.6 hour asd 0.3 hour io tho ou-soally

high levels of 41.2 and 3.7 hotrs, respectively. (See tabhi 6-2.)

Trh i-cs of aggregate weekly hoors of production or . .nsuperviunry workers on private

nonagricuitural payrolls rose 1.5 percent to 111.5 (1977-100) in April. The largest increase

was in costrtion (4.9 percent), which had fallen sharply in the previous nonth, duo largely

to had weather during the March survey week. A gain in the manufacturing ilden of 2.3 perceot

reflected strong increases is both hours and .eploym.e.t; nanafactoring was up 15.5 percent fron

Nuvenber 1982. (See tahle B-5.)

Hoorly and Weekly E.aroins (Establish.ent Sur.ey Data)

Average hourly earnings rose 0.6 percent in April, seasonally adjusted. Coupled with the

strong gain in the average workweek, there was a rise of almost 1.7 percent in average weekly

earnings. before adjustment for .eesomality, average hoSuly earnings rose S cents in April Ito

58.29 and weekly earnings rose by $4.25 to 5293.47. Over the year, hourly earnings were up 35

vents, and weekly earnings rose by $17.95. (See table B-3.)

The Hourvly Earuings inde (Establishment Slrvey Data)

The Hourly Earnligs Index (HEI) wan 159.6 (1977=100) in April, seasonally adjusted, an

increase oi 1.5 percent fron March. For the 12 months ended in April, the increase (before

seasonal adjustment) was 3.6 percent. The HlI excludes the effects of two types of changes

unrelated to underlying wage rate novemeots--fluctuatinns in overtime in sanofarturing and

interindustry esploynent shifts. In dollars ni constant purchasing power, the HEI decreased 0.1

percent doting the 12-month period ended in March. (See table B-4.)

o The establishoent-based series on employment, house, and earnings will *

o b0 revised neot nooth to reflect the annoal employment benchmark
a adjustments and updated seasonal factors. The Emplyment Situation release*

of May data, scheduled for June 1, will include the revisions.

A*000000 aosunuue*aeus**muO*a*aiuOO euusnoesooO ouoonnonnouonoounuon**nu**r onuono

36-- 618 0 84 - 10
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Explanatory Note

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

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

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

The data in this release are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justmnnts, and the inevitable variance in results between a
surey of a sample and a census of the entire population. Each
of these factors is euplained below.

Coveenge, defianitons an differences between surveys
The sample households in the household surey are selected

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

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

People are classified as unemployed. regardless of their
eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria: They had
no 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 ceeks. Also included
among the unemployed are persons not looking for work
because they uere laid off and waiting to be recaltrd and those
expecting to report to a job within 30 days.

The loborfor-r equal thc sum of the number employed and
the number unemployed. The aemptetcnen rate is the
percentage of unemployed people in the labor forc (civilian

plus the resident Armed Foccesi. Table A 5 presents a spcial

grouping of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force. The

definitions are provided in the table. The most resiticsie
definition yields U-I, and the most comprehensive yields U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a civilian Labor force base.

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

----The household survey, although based on a smaller sam-
ple, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, prinvate household workers, and members of
the resident Armed Forces;

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

because each individual is counted only once; in the establish-
ment survey, employees working at more than one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

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

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

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

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

Measures of labor force, employment, and unemployment
contain componenis -och us ar and se. Statistics for all
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employees, production workers, average weekly hones and
average hourly earnings include components based on the
employeres industry. All these statistics can be seasonally ad-
justed either by adjusting the total or by adjusting each of the
components and combining them. The second procedure
usually yields more accurate information and is therefore
followed by BEu. For example, the seasonally adjusted figure
for the labor force is the sum of eight seasonally adjusted
civilian employment components, plus the resident Armed
Forces total (not adjusted for seasonality). and four seasonally
adjusted unemployment components: the total for unemploy-
ment is the sum of the four unemployment components; and
the overall unemployment rate is derived by dividing the
resulting estimate of total unemployment by the estimate of
the labor force.

The numerical factors used to make the seasonal ad-
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 t it have been published over the previous 5
years. For the establishment survey, updated factors for
seasonal adjustment are calculated only once a year, along
with the introduction of new benchmarks which are discussed
at the end of the next section.

Sampling varabhilyt
Statistics based on the household and establishment surveys

are subject to sampling error, that is. the estimate of the
number of people employed and the other estimates drawn
from these surveys probably differ from the figures that would
be obtained from a completcensus, even if the same question-
naires and procedures mere used. In the household survey, the
amount of the differences can be expressed in tetms of stan-
dard errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey, and other
factors. However, the numerical value is always such that the
chances ar 68 out of 100 that an estimate based on the sample
will differ by no more than the standard error from the resubs
of a complete census. The chances are 90 out of 100 that an
estimate based on tie sample will differ by no more than 1.6
times the standard error from the results of a complete census,
Al the 90-percm levl 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 328,000: for
total unemployment it is 220O000; and, for the overall
unemployment raue, it is 0.19 percentage point These figures
do not mean that the sample results ar off by these

magnitudes but, rather, that the chances arc 90out of 190 that
she true level or rate would not be expected so differ from
the estimates by more than these amounts.

Sampling erron for monthly surveys are reduced when the
data wre cumulated for several months, such as quarterly or
annually. Also, as a general rule, the smaller the estimate, the
larger the sampling error. Therefore, relatively speaking, the
estimate of the sie of the tubor 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
adul men, for example, is much smaller than is the error for
the jobless rate of teenage. Specifically, the error on monthly
change in the jobless rate for men is .26 percentage point: for
temagers i is 1.22 percentage points

In the establishment surrvey, estimates for the 2 most current
months ar 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-comprrhe-sis counts of
employment-against which month-o-month changes can be
measured. The new benchmarks also incorposate changes in
the dassification of industries and alo. for the formation of
new establishments.

Additiotnal statistes and ouher infoumatlon
In order to proside a broad vies of the Nation's employ-

ment situation, BLS regularly publishes a wide santey of data
in this news release. More comprehensive statistics are contain-
ed in Empblymmri and Earnings, published each month by
tL.S It is available for $6.00 per issue or $39.00 per year from
the U.S. Govenment Printing Office Washington, D.C.
20200. A cheek or money order made out to the Superinten-
dent of Documents must accompany all orders.

Employmem end Earnings also provides appronimations of
the standard errors for the household survey data published in
this release. For unemployment and other labor force
categories, the standard errors appear in tables B through I of
its Explanatory Notes. Measures of the reliability of the
data drawn from the establishment survey and the actual
amounts of revision due to benchmark adjustments are pro-
vided in tables M, 0, P. and Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A11. Employment statue of the populatIon, Including Armed Forces In the United 'otaes, by sex

r~~~s -n" -d -: -_
apr. I Hu. upt. Apr. 0.P. Jut Feb. Har. apt.
8983 4898u 190 1983 1983 8909 8989 *989 1989

TOTAL

D u' . 5 5 5 1 62 795 69 17 9 1 33 8,07.............7.902
.borlo 88.9.8.8.185 1266 39........................ ,29 813,901 8,377 899,598 889 938

Pel10 ....................... 63.6 6. 6. 69.2 99. 6 69.3 69.5 69.6 69.7
Tola00 511 909. 56 1.................6 1.1........... , * 6 10,277 809,629 0.76 105,576 105826 106, 035

Eomp190,oe7.068ulo.,thioz . ..... 57.3 58.9 59.3 57.3 59.2 59.2 59.5 59.6 59 7
-uAls -FmuF8.- ..... 1,671 1,686 8,693 1.678 8,998 9,689 8,604 8,696 .693

C."lun m . .....d... ............ 98,890 102,770 103,628 99,609 1022 99 103.190 803. 92 809,890 109, 02
A8n061604 ................... , 3,185 02, 872 3,191 3 392 3, 356 37271 3.395 3,291 3,793
59Pe90l967*osl376487u 85................ ... 95,655 .899 100,937 96.216 99,595 99,998 07,996 170,059 101,09

Un mr84.d ........................................ 88,035 9,057 8,525 818369 9,195 9,026 8,800 8.772 8,93
8lW.8,899V18in188~88t n ...... 9 .9 .8 7.5 1 8.8 88 7. 1 7I I .7 7.7 7,7

8699n~oou698 .......... ,6 ,,,,, ... ,,,, 63,989 63.996 63,897 62,889 62,995 63,319 62,986 62,982 62, 729

89089.8809- 4,0_

Npp9n91849l~poll b ...........,l....... 83,856 89,880 89.953 93,956 86,506 09,765 09,618 89,690 86,953
A*6 '.......... 63.700 69,66 63,575 60,388 68,879 66 930 65 093 65 296 65 212

P90,91pl~l*.............................0'ala, 76.8 76.0 76.0 79.7 76.7 76.6 76.8 76.8 76.8
Tolulusoployef............ ................. 56,969 59, 69 59,665 57,589 59,530 59,788 60,997 60, 290 60, 293

E711Imsenr co~pl99 0ornfmo ................................ 67.9 69,7 70.2 68 .7 745 70.5 70.89 71.0 71.0
Ruulde.96ros8m8cd~ ........ 9,53....... .... 1.930 8,562 , 598 9,530 9,537 8,582 8,590 1.582 1,598
CI.0.~nump~oy. .... ................... 55.939 57,622 58,117 56 059 50,093 9, 239 58,607 58,76 58,705
UM-ped .6.................. ,,,, 6,736 5 ,309 9,9 6,722 5,259 5,189 9,96 * 6.6 6,919

UnsTmrloyw'uolrua............. 8.............. 10.6 8.2 7.6 10.5 08. 7.9 7.6 7.5 7. 5

899093e019l97u~ l p6068l180'.t~n.............................. 99, 60 9 92, 6 30 9I2,709 91,609 92,32 2 * 7 92,552 92,3 092, 70 9
Len8,. ................ 8 * 7,8e6 .9,895 9, 278 80,335 a 6*8, 90,379 623 03,662 63,725

P .l .nrst* ..... . 52. 2 52.9 53.7 52.0 53.9 53.2 53.9 53.6
T.. n. .pI.. .8................................. .3,597 *5,292 95,655 87,688 95,909 95,099 65,909 05,536 95, 92

E. 9rl8enF06 8 .. ,5 98................ 9 69,2 87.7 68. 6 8.8 69.9 9.2 ;99.
8nrIAd~15. . ............ : 1 I6 ....... 9 '9 1 59 99 90 166 15
ail ............ 83,806 .5,898 95,510 93,597 64,898 6 -,950 65,285 65.392 I 65,657

U ..mPIP7.O.7. , I .299 8,753 3,615 6,667 3,937 3.876 3.855 3.985 3,928
.nmlomn .. . .................. ............. 9. 0 1. 7 7.3 9. 6 B. 0 7.1 7. 8 7.9 7. 9

teofomn. -e9e nombu .Fu - thu 234- 4 id .6a1- SIWee

*.6,9a outbm men of tsl Aimed Foru 0a118ord I, lte 6,184 SlAND

70-.1*,O.open Lo 0- 954 ,601l01 0-ft r.4-9

F U-orloymu9eel prcol o 08 met lor. .mluino 9 1 6,180Am
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HOUSEHOLD DATA

Table A Z Employment status of the eilman population by sax and age

HOUSEHOLD DATA

E.PIW0 . -
kppr. bor., & r. Opt. 0*0. 200. Fob. Mbr. 'pr.
8983 8989 8986 1983 1903 8900 8980 8980 8900

IOTAL..

0l8r 89.'l wIntv~bnpoI0n a........................... 87,.879 115,828 1 72,5969 173,798 '75.,21 175,533 175,679 175. 824 175 969
07811or 06owo . 109.83.75 800,8328 882,152 180.3975 112,136 812,215 982,603 882,982 1132225

Emp89wr,,l~rom itlor r~tos 9 8 56.9 58.5, 77 0 I o 3, 62 58.9 57.036 561 0 582, 9 3.8 59.1 7 59.2 53 59.; 3Unw.*r~o58 m d............. . 11.735 9 ,057 8,.525 18, 369 9,105 9,.006 8, 878 8, 772 88.9 3
Un mT~pI78089,l,0l* 8....................................... 0.0 8.1 7.6 80.7 8.2 8.0 7.0 7.0 7.0

Cml, 10 p008 .,8 00_

.l.ao.nn.l...onppl . .o ......... 7,681 75, 880 75.973 70,611 75.33 75,692 75.786 75, 080 75, 973
CIlno ................................. 58,262 59.800 59,203 W552 59, 050 59,299 59 390 59 388 59,680

P lplo . ............................ 70.1 77.9 77.9 78.6 783 .3 3 70.8 i6.3 76.3
.plo ....... 5.....3....... ............... .9 630 55.022 52,838 5., 690 50,999 55,256 55, 368 55,385

8r1rl y98. .................I'7 0.3~ 72. 0 72.6. 70.8 72. 5 72 .7 72.9 73.0 7291
A0- 77. ..... ... ..... - 2,32 2 0.856 2, 3551 2,0 20' 2, 370 2,356 2,009 2.36 2,0.953

ro.l.urI .......... 50 70.. 7 52,070. 52. 667 5 7.90 52, 200 52,603 52.857 53, 070 52,932
U . . ..................................... 5,7923 0,07 0.881 5,682 0.392 .,300 0,128 0,020 0.095

Un P . .. . .. .......................... 9. 9 7.6 7. 1 9. 7 7.0 7.3 7. 0 6.8 6.9

Ilem- a 20 ro n

ClO-I I . ...o...o..l.....n...o.l.o. 83,790 85,060 05,66 03,796 00,I666 60,060 80,962 65,060 05,168
.Iao ............ 6 0..........6....5. 2 05.5 5,562 0,30 05,02. 4,980 .5 250 05,059 0573

_lIo rnl ..................... 52..... 5 0 5 .. 57 20 53 .0 3. 53 5 . 3 53.0 5
0mo80yo........ .......- . 07.686 02,363 02, 590 60,538 08, 803 51,788 02,830 02,38 02, 58 7

Er.r8090.. -.00o0 1078........... 68. 5 0 9.8 50.0a 08. 09.0 09. 09. 6 09.7 00.0
Ag-0o88o. . ................... 572 096 570 628' 653 625 600 50 689
O Wro co ....aI . ........ .0,046 08,866 8,0 02.6 39,980 01,890 08,I70 00 ,08 40,7087 00.89

Un . ................................... 3,520 3,091 2,969 3.700 3,88 3,882 3,820 3,850 3, 186
un8rn . n... . ............... ......... 8.0 6.8 6. 5 8.5 7.1 7.1 6. 9 6.9 7. 0

s , 10 lo 1M r.8

088007 807170080880708108080tl . .... 389 00,880 00,828 85,309 05............. S 5, 0 2 22 ,98 1 6,930 80,08 8'0.,.828
0 I..........oroe . .. 7..078 7, 270 7,387 8852 8,092 7,935 0408 0,005 8. 02

OOOrotloto.23 ........................... . 1 220 266 350 33 9 290 36 3 43 32
Ooroadoru~oalrlo bour~r_ . ...... . ........... ..... , 5 ,-62 5 , 550 5, 705 5,895 6, II 68,02 6,8 0 2 6,0 1 62, 17 0

po.... ......................... ,718 92 ,375 1907 ,622 ,53 ,553 ,608 16
noploymolrlo .................. 23.0 20.5 88.6 23.0 20.8 8 9.0 9.3 89.9 0.0

-Th poroallor 0go8rn flt 808 t lor80 898090 n708obn: 810880 830O800 h Orlilsl CMI7n rlomel rl Si M of tIU 0618180 no0018088010r10na ww08 n.1
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HOUSEHOLD DATA HOUSEHOLD DATA

Table A Employfmet status al the cWlan poputatlon by race, sax, age, and Hapnlo sdglin

I_ .l _

By . . a n - a __,_____ ____I _

mf i | 1 Ap. 
tp|. I Di e. IEI. .i |6. I 

889 | Ap r. I
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P819l91
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............. ..... 6 .7 6 7 99 61.62 961.99917 87.095 6.8,589 90.7964 99 .889 69,393 .99.329

8.nploywxnI~~~~populst~~~nrsllo'. . . 78.5 73.8 73.~~~7 72. 73.6 739 I9. 7.2 74.2
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tk849'P9999198. 9 6........ ....... 7 5.9a 5.6 7. 3 59 6-0 5. 8 59 6.90

..9l88989 ................ 6, 6591 6, 593 6.538 7,8 7 7 7.9051 7,6038 7,9011 6 7.953 7;.987
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9988898986788 9.399 8,979 9,~~~~~~~~~~~~~~~~~1039 4,957 9207 918 1,7 9,2 8,99
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....................... 29.9 99.3 96.9 29.4 97.5 97. 969 7.3 99.6
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Table A-4. Selecited mploymnt Indtcaton
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Table A-. Selected unemploymmant Indloatora, aaasonatty adjusted
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Table A-. Reason for unemployment

-- .HOUSEHOLD DATA
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Table A.1O. Employment status of blacb nd other workes
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Table A.12. Employm nt sftus of male Vitmore wetmene *nd nonnwens by age not easondllyd
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Table A-1a. Employment status of the clvilion population for ton large State
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Table B*1. Employee on nonagricultural payrolls by Industry
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Table B.2. Average weekly hours of production or nonsup1wvoyr workers' on private nonsgriouhurll payrolls by Industry
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Table 8.3. Average hourly and weekly earnings of productlon or nonsupervisary workers' on private nonagrIcultural
payrolls by industry
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Table B-4. Hourly Earnings Index for production or nonsupervlsory workers' on private nonagrIcultural payrolls by Industry
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Table 13-6. Indexes of aggregate weekly hours of production or nonsupenrls cry workers' an fahmits nonagricultual

payrolls by Industry
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Table 114. Indexes of diffusion: Percent of Industries In which employment' Increased
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Representative LUNGREN. Thank you, Madam Commissioner. I
will yield myself 7 minutes to start off.

In your summary you say that strong employment growth con-
tinued in April, the workweek increased, and the unemployment
rate held steady for the third month in a row.

In previous months you have described the recovery in employ-
ment conditions as widespread. Would that description still hold?

Ms. NORWOOD. Yes, I believe so. Our diffusion index suggests that
almost 70 percent-68.5 percent of the industries-registered an in-
crease in employment.

Representative LUNGREN. So is the fact that the employment
gains are widespread be a factor that would help to reduce or di-
minish the probability of production bottlenecks and price in-
creases?

Ms. NORWOOD. There is no direct evidence of bottlenecks. The ca-
pacity utilization figures suggest that we are now above 80 percent
of capacity utilization in manufacturing. Part of that we should
recognize, of course, comes from the fact that many companies
have removed some of their less productive plant capacity by clos-
ing them down, and that has had an important effect on these ca-
pacity utilization figures which are now up so much.

My own view is that the kinds of problems we will be seeing will
be primarily ones of matching occupational skills, since the very
strong growth has been clearly in white collar jobs and there is
still a lot of unemployment among blue collar workers, and of geo-
graphical mismatches. People who are unemployed may well not be
in places where the jobs are.

Representative LUNGREN. You mentioned the average factory
workweek being up for the month of April. What is the measure-
ment in numbers for April?

Ms. NORWOOD. The factory workweek is extraordinarily high, at
41.2 hours. That is an extraordinarily high number and I think
that it helps to explain why we have had a very slow recovery of
employment in manufacturing.

Representative LUNGREN. Would that be an indication to you
that we might expect a little more rapid growth of employment in
manufacturing in the near term?

Ms. NORWOOD. Well, employers, of course, always prefer to spend
money or hours before committing themselves to the increased
labor costs that often come with adding new employees to the pay-
roll. I think to me it suggests that we may be having a leaner kind
of work force and perhaps a more productive environment, but I
think we will need some more time to be able to tell that.

Representative LUNGREN. Every time that I'm asked by reporters
to comment on unemployment statistics, we get into this seasonal
adjustment and nonseasonal adjustment and, of course, we always
do that and you've given us information here based on seasonal ad-
justment factors, so obviously it had an impact on this release.

But taking that into account, is there any doubt that the Bu-
reau's data reflects strong improvement in the labor market condi-
tions for the period we're talking about?

Ms. NORWOOD. There's certainly no question that the data for
April, any way you look at them, show employment growth.

36-618 0 84 - 11
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Representative LUNGREN. What is the employment-population
ratio for April? Do you have that?

Ms. NORWOOD. 59.3 percent.
Representative LUNGREN. For the 17 months that we've had this

recovery, that shows some improvement, does it not?
Ms. NORWOOD. Oh, yes. It's gone up about 2 percentage points

over the year.
Representative LUNGREN. And what is the significance of that

figure in terms of using it as an index of gauging improvement or
unimprovement in the employment situation?

Ms. NORWOOD. Well, I think that what it's telling us is that
about six out of every ten workers of working age have a job. It is a
high figure by historical standards, but it is not the highest we
have had. We had higher employment-population ratios in 1979.

Representative LUNGREN. You mentioned that the component of
the unemployed that we categorize the number of persons on layoff
from a former job declined and you indicated that this was a very
cyclical category.

Is this one way of saying that this category of unemployed reacts
very definitely to overall economic conditions? That is, if you have
a recession that you would expect that to be felt directly there; and
if you have recovery that is one category that you would expect to
in a sense lead the recovery?

Ms. NORWOOD. Well, in our factories in particular people fre-
quently are laid off for a while until employers determine what is
happening. So to that extent, I think the statement is correct.

Obviously, some of those people who first were laid off later may
move into the other job loser category and it is really the total cat-
egory that is the important thing for us to look at. We do have 8.8
million people still unemployed.

Representative LUNGREN. Senator Proxmire.
Senator PROXMIRE. Commissioner Norwood, you noticed in my

opening remarks that I call attention to the fact that we have had
a steady level of unemployment for 3 months in a row and you did,
too, in your opening statement. There are other indications that
there might be a further increase in employment in the extension
of the workweek and in the general demand we have in the econo-
my and so forth.

Let me ask you, how long have you been in the Bureau of Labor
Statistics? I don't mean as Commissioner, but in your career, how
many years?

Ms. NORWOOD. Since 1963.
Senator PROXMIRE. Since 1963. And before that, I take it you

were also playing with statistics and studying them?
Ms. NORWOOD. To some extent. I still play sometimes.
Senator PROXMIRE. Does this suggest to you, the fact that you

have a flat unemployment rate for 3 months in a row following 14
or 15 months of improvement, that this may be a leveling off, that
unemployment is likely not to fall much lower on the basis of your
experience?

Ms. NORWOOD. Well, of course, anything is possible. I think what
we are seeing is the pickup in the labor force that many of us had
anticipated a good deal earlier. One of the reasons that we have
had such a sharp decline in the unemployment rate since Novem-
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ber 1982 is because until about the last 3 months the labor force
has grown so slowly. The labor force now, it seems to me at least,
to be growing at a more normal kind of rate.

I have always felt, and I believe I've told this committee, that we
would be seeing women resuming their labor force activity, even
though many of them in particular were out of the labor force
during the recession and in the early days of the recovery. The
economy is going to have to create a lot of jobs just to keep up with
the labor force increases that we can generally expect from now on.

Senator PROXMIRE. Now the factory workweek is the highest in
20 years. That surprised me because we've had an overall, long-
term decline in the factory workweek over the years, have we not?

Ms. NORWOOD. Yes.
Senator PROXMIRE. And to have now a situation where it's the

highest in 20 years is really quite surprising to me. In the durable
goods industry the workweek lengthened to 41.2 hours. In several
subcategories, hours are much higher. Auto equipment, 44.9
hourly; machinery 42.4 hours, and so forth.

I read an analysis recently in the New York Times that one
reason why automobile companies are not hiring more people and
they are relying on overtime is because they feel they're pretty
much at the peak of their sales now. What this analysis showed is
that there's been a much sharper increase in the price of automo-
biles than in personal income. In fact, it was now 30 percent higher
in relationship to personal income than it was about 2 or 3 years
ago, and the feeling was that many people would drive their cars
longer and not trade them in every 2 or 3 years, and that some
people were just priced out of the market and wouldn't buy auto-
mobiles.

On the basis of that analysis, they felt that this very critical bell-
wether industry which accounts for so much of our employment-
one job in six, directly or indirectly-and has such a pervasive
effect, is likely to level off.

Do you feel that there's some wisdom in that or not?
Ms. NORWOOD. I believe I read some of the same articles, Senator

Proxmire. There is a clear price problem with future sales of auto-
mobiles and some indication that there may be a less vigorous ap-
proach ahead. I don't know.

The motor vehicles industry, has recovered fully the number of
people that they lost during the recession and then some. They are
at about 140 percent of the level that they were at when the reces-
sion began. They are still somewhat below the 1979 levels, of
course.

But the point is that there are still a lot of other factories in
some other industries, particularly in the steel industry, which
have not recovered very much.

I'm pleased to see in this month's data that there has been an
increase in employment in machinery manufacturing. That's
always rather slow to turn around and it has been slow now. We do
have an increase of some 21,000 in machinery this month.

Senator PROXMIRE. As you know, there are two big factors, and
many others I'm sure-two big factors in the number of jobs we
have in this country in automobiles. One is the demand for auto-
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mobiles and the other is the imports, and the imports have been
increasing.

Just 2 days ago, the trade representative, Mr. Brock, indicated
that this is the last year in which we are going to provide for pro-
tection against Japanese imports, and if we permit larger imports
of automobiles, as we very well might, it would also seem that the
sale of domestic cars and therefore the number of domestic jobs
might not expand as rapidly.

Let me ask you this. During April, the labor force increased by
333,000 persons and you pointed out that that was a more normal
rate of increase. You note that most of the recent entrants have
been women and a much larger influx of women in the labor force
than men.

What's prompted that, in your view?
Ms. NORWOOD. A whole series of social and economic conditions.

Certainly, we have had an enormous increase in labor force partici-
pation by women in the 1960's and the 1970's. It slowed done a
great deal during the recession and I think it's just beginning to
pick up again, and I think we can expect it to continue. Women are
in the labor force to stay in increasing numbers.

Senator PROXMIRE. In addition to the reduced number of young
people in the population, has the labor force participation rates of
teenagers and the 20 to 24 year olds been falling; and if so, why?

Ms. NORWOOD. Yes. The participation rate of teenagers certainly
has been falling over the long term. There are fewer of them in the
population now, which, of course, means less upward pressure on
the unemployment rate. You should recognize that that's one of
the differences between the period now and the periods of the past.

The labor force participation rate for teenagers is up over the
year, although it remains below the rate in 1981 and earlier years.

I think the more important figure for teenagers is the employ-
ment-population ratios. At 43.8 percent for the month of April, this
rate is higher than it has been since late 1981. However, we have
had rates as high as over 49 percent in the employment-population
ratio and, of course, the EP for our black youth is shockingly low.

Senator PROXMIRE. Well, my time is up, but let me just ask you. I
understood you to indicate that the increase in the labor force is
more normal and if that more normal increase continues it will be
more difficult for us to reduce unemployment and it's more likely
that unemployment would stay at this level or possibly increase?

Ms. NORWOOD. It will certainly take strong job growth.
Senator PROXMIRE. Thank you. I've got more questions but my

time is up.
Representative LUNGREN. Thank you, Senator.
Just commenting on the continuing problem that we all recog-

nize with black teenage unemployment, I thought it was interest-
ing to note that the national organization that represents the black
mayors of American just 2 weeks ago endorsed the concept of the
youth opportunity wage to try and take a crack at that problem. I
guess we all have been scratching our heads about how to resolve
it.

Ms. Norwood, what happened to average hourly earnings in
April?
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Ms. NORWOOD. They rose some. What we have been seeing in av-
erage earnings in general is a deceleration in the rates of increase
over time, but we have also been having a deceleration in prices,
and so real earnings have generally been rising.

Representative LUNGREN. What about average weekly earnings?
I asked you about hourly earnings. With the increase in the work-
week in factories, what do we see as an average weekly earnings?

Ms. NORWOOD. Well, weekly earnings, of course, are up more
than hourly earnings, particularly in manufacturing, because the
workweek is up.

Representative LUNGREN. How does that compare to previous in-
creases? Is that a significant increase that we've seen last month or
is that part of a trend we have seen? How would you categorize it?

Ms. NORWOOD. Yes, I believe that's the case. I don't have the spe-
cific numbers here. Over the year, the average weekly earnings
have gone up considerably in manufacturing.

Representative LUNGREN. In listening to some commentators
comment on the combined economic indicators performance in the
last month, some were talking about the fact that Easter occurred
relatively late this year. Could that have any effect on the figures
we're talking about here, for purposes of unemployment? Whatever
effect it had, is it significant or does it give us any clue to the fig-
ures that we're looking at?

Ms. NORWOOD. Yes, it certainly does. The leading indicators'
index has as one very important component, hours of work. Hours
of work, as you recall, last month declined sharply and this month
are way up. As we discussed with this committee last month, we
did feel that that decline was not completely real and that we
needed some more months to see what was happening to thatA
trend, and I think we were right. So we should understand that-
that sharp decline in hours has had some downward effect on the
leading indicators' index, and also on the industrial production
index.

Representative LUNGREN. I understand that these data that
we're looking at today reflect the labor market conditions for the
week including April 12. What was the weather like during that
week, and does that have any effect on particular industries and, if
so, which industries?

Ms. NORWOOD. So far as we know, there was not any unusual
weather during the period.

Representative LUNGREN. The consensus among private econo-
mists, as reported by the blue chip economic indicators is, as I
stated in my opening statement, that the current economic expan-
sion is likely to continue, but at a more moderate rate, through
1984 and 1985.

If they are correct in that general consensus, should we expect to
see further gradual declines in unemployment and further gains in
employment?

Ms. NORWOOD. We are having a somewhat more moderate rate of
job growth than we had earlier in the recovery, even though it is
true that the 400,000 increase shown by our establishment survey
is quite large.

As you know, there is a considerable difference between the em-
ployment growth during the recovery in the two surveys and some
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of that 400,000, I think, may well be a catchup of the business
survey, and I should point out that we do expect next month to
issue the establishment survey, or the business survey, bench-
marked to updated universe totals, so that we expect that there
will be some reduction in the gap between the two surveys.

I think the big issue, of course, will be the fact that you need to
have job growth in order to compensate for what we would normal-
ly anticipate as an increase in the labor force, and in order to get a
reduction in the unemployment rate, the job growth has to be
larger than the increase in the labor force.

If you look at the increase in the household survey during the 17
months of the recession, we have increased employment by 5.4 mil-
lion. That's a very large increase. Yet, even during that period,
when the labor force, until the last 3 months, has grown fairly
slowly, something like about half of that was necessary just to com-
pensate for the labor force growth.

Representative LUNGREN. In prior appearances before this com-
mittee, particularly when we had the early months of the recovery,
you cautioned us on a number of occasions that we might expect to
see a plateauing for a while of the unemployment rate, or even an
uptake of 1 or 2 or even three-tenths of 1 percentage point.

We now have reached a plateau, perhaps a little later than you
suggested we might have seen it, but is this unusual, or is this
something that we ought to expect in the normal course of a recov-
ery?

Ms. NORWOOD. We do have, from time to time, periods when the
unemployment rate remains fairly stable. I believe that most
people anticipated that that would occur as we moved directly into
the recovery. It did not, much to some people's surprise. That was
because the labor force was growing more slowly.

We do have still about 1,300,000 discouraged workers who are out
there who may well be coming into the labor force at some point,
and we also have the continued growth of the labor force of adult
women and of adult men, although there has been a long-term de-
cline in the labor force rate of growth of men over 55 years of age.

Representative LUNGREN. Senator.
Senator PROXMIRE. Commissioner Norwood, one conspicuous con-

trast here is the fact that we have no improvement in unemploy-
ment for 3 months, but we have a 20-year record of overtime.

One policy action we could take-I am sure it would be resisted
by most management and part of our labor-would be to change
time and-a-half to double time. If the Congress should do that, obvi-
ously it would put a premium on hiring new people.

The difficulty now is that in some industries, I understand, you
may have a $10 an hour take-home wage but the fringe benefits
almost double that. The fringe benefits can make the cost of labor
to the employer $20 an hour. So if he keeps his workers working
extra overtime, they may make $15 an hour, but there's no in-
crease in fringes. On the other hand, if he hires a new worker, it's
$20.

So either we have to cut fringes, which we're not going to do in
all likelihood, or we have to increase the cost of overtime.
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You've only been in this-only I say-for 21 years in this busi-
ness, but do you have any estimate or analysis of what effect
double time would have not only on jobs but also on inflation?

Ms. NORWOOD. No, I do not.
Senator PROXMIRE. Obviously, it would tend to increase cost and

tend to increase prices, but how significant that would be would be
important.

Ms. NORWOOD. So do bonuses, of course, and you read a lot about
bonuses in the newspapers.

Senator PROXMIRE. Let me just go back for a minute to the prob-
lem we have that both the Congressman and I have been discussing
about how unemployment may have leveled off at a high rate.

In every previous recession we've had-almost every one-the re-
covery has leveled off at a higher and higher rate, as you know. In
1951, it was 2.9; in 1957 it was 3.6; in 1960, 4.7; then there was
somewhat of a drop, in 1968 it was 3.3, but since then, in 1973 it
was 4.5; in 1979 it was 5.5 and in 1981, the peak of the recovery,
unemployment was 7.1.

Now it's at 7.7 and if that pattern persists, it could level off at
about 7.3, 7.4, or 7.5, something of that kind.

Is this just a statistical quirk or are there definite reasons why
unemployment had been at a higher level at the peak of each re-
covery in recent years?

Ms. NORWOOD. Well, one reason-not the only reason-but one
reason clearly has been changes in the composition of the labor
force. One of the things that we are seeing now is a reduction in
the number of teenagers entering the labor force and if you take
the 16- to 24-year-age group, that group is not increasing in the
labor force. Those are groups, both of them, which provide a lot of
upward pressure on the unemployment rate because young people
have, really by definition, higher unemployment rates than older
workers do.

So, one of the things that's working for the country at the
moment is this reduction or holding steady of the 16- to 24-year-age
group in terms of numbers in the labor force. That did not occur in
the past.

Senator PROXMIRE. That's a positive element that should work in
our favor? It should help get unemployment lower.

Ms. NORWOOD. Very specifically. Then we do have, also, an in-
creasing trend which we have had for a long time of a decline in
labor force participation rates particularly of older men. That, too,
could work perhaps in our favor.

Senator PROXMIRE. Let me ask you about-Congressman Lun-
gren has asked about this, too, and I'd like to ask a little further,
about the black unemployment.

The overall jobless rate for blacks was 16.8 percent in April
which, of course, is scandalously high, essentially unchanged since
the beginning of the year.

Compared with whites, did more black workers lose their jobs
permanently during the recession?

Ms. NORWOOD. I'm not sure. It is very clear that our black work-
ers, particularly the black adult men, were hurt by the downturn
that occurred sometime ago and then very much more by the reces-
sion that began in 1981. We have seen during the recovery an in-
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crease in employment for black adult men and we have seen an in-
crease in their employment-population ratios. But it is true that
the increase for whites has been somewhat larger.

Senator PROXMIRE. How do the current unemployment rates for
black men, women, and teenagers compare to those in mid-1981
before the recession began?

Ms. NORWOOD. The rate is considerably higher than it was in
mid-1981. It was 12.9. This is for adult men.

Senator PROXMIRE. It was 12.9 and now it's 16.8?
Ms. NORWOOD. No, 16.8 percent is the unemployment rate for all

blacks. The rate for black adult men in April was 16 percent.
Senator PROXMIRE. Now you've given us overall local figures for

the jobs and population ratio at about 60 percent, 59 something.
What proportion of blacks currently have jobs and how do those
compare with the period prior to the recession?

Ms. NORWOOD. 51.5 percent.
Senator PROXMIRE. Fifty-one percent, about half of them have

jobs?
Ms. NORWOOD. Yes. That's for all black workers.
Senator PROXMIRE. That's for the population of blacks 16 years

old and older?
Ms. NORWOOD. Yes. And that compares, if you went back to 1979,

which was as you know a very good year, to rates of 53.5 and 54
percent.

Senator PROXMIRE. Thank you. My time is up.
Representative LUNGREN. Ms. Norwood, seasonally adjusted fig-

ures are obviously those that we work with as actual indicators of
cyclical developments in the labor market, but one of the things
that's important in trying to explain to many folks is how many
folks have jobs this April who were without them in March. I guess
I would call that the nonadjusted or unadjusted figures. And can
you tell me what happened to the level of civilian employment and
civilian unemployment between March and April based on unad-
justed data?

Ms. NORWOOD. Yes. We had 102.8 million employed in March not
seasonally adjusted and we're at 103.6 million now in April. Unem-
ployment went from 9 million to 8.5 million not seasonally adjust-
ed. We always have a decline in unemployment in the month of
April.

Representative LUNGREN. That's why we figure the seasonal ad-
justment, to see how we compared with previous years?

Ms. NORWOOD. Seasonal adjustment in primarily useful in com-
paring different months.

Representative LUNGREN. Last month you reported you were be-
ginning to see employment gains in machinery manufacturing. Did
that trend continue in April?

Ms. NORWOOD. Yes. We have had an increase of 21,000 in employ-
ment in machinery manufacturing. Machinery manufacturing is
generally one of the durable manufacturing industries which is
rather slow to turn around.

Representative LUNGREN. And that has been the case in this re-
covery as well?

Ms. NORWOOD. Yes.
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Representative LUNGREN. In the past we have discussed some re-
gional variations in the unemployment rate. Have these variations
grown any more or less pronounced during 1984?

Ms. NORWOOD. We still have very great regional differences in
this country, in large part, of course, because we have very large
industrial differences from State to State. The Great Lakes region
and some of the States in the Southeast still have very high unem-
ployment rates. We also have some in the Pacific Northwest. They
have had some improvement, but they're still above average rates.

Representative LUNGREN. I understand there was no change in
the CPI for urban wage earners and clerical workers in March, ac-
cording to your most recent release, and we touched on this just a
few minutes ago, but I'd like to know what specifically happened in
real hourly earnings in March.

Mr. PLEWES. Real average weekly earnings decreased three-
tenths of 1-percent from February to March after seasonal adjust-
ment. The two-tenths percent increase in the average hourly earn-
ings was offset by a six-tenths of 1-percent decrease in average
weekly hours. There was no change in prices.

Representative LUNGREN. And that was for which months?
Mr. PLEWES. That was between February and March.
Ms. NORWOOD. I would like to point out that the reason that the

CPI for urban wage earners and clerical workers was unchanged
before the seasonal adjustment was largely because of the home-
ownership component. You will recall that some years ago we
changed the treatment of homeownership in the CPI for all urban
consumers and we are scheduled next year to do that in the
CPI-W. We have given 3 years of notice. The CPI-U went up two-
tenths after seasonal adjustment and two-tenths before seasonal
adjustment.

So there is that difference and that's almost entirely due to the
change in homeownership.

Representative LUNGREN. Productivity we have been told many
times is a measure of the volume of goods and services that the
economy puts out in an hour of paid time. Also, I have been told by
many that productivity is one of the things we have to look at as a
precursor, if you will, of inflation.

What can you tell us happened to business productivity during
the first quarter of 1984?

Ms. NORWOOD. It's up 2.6 percent.
Representative LUNGREN. And what effect, if any, would the

large employment gains registered during the first quarter have on
those estimates, if any?

Ms. NORWOOD. Well, it would depend, of course, on how much
output went up and I think the fact that our manufacturing indus-
try is expanding hours before hiring more workers is probably
going to help productivity.

One of the interesting things is that we produce a table in the
release of aggregate hours, an index of aggregate hours, which
really in a sense combines employment and hours. And if you look
at the aggregate hours index for manufacturing, that's in table B-
5-you see that over the year in manufacturing, it's gone up 10
index points. That's because both hours and employment have in-
creased.
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Representative LUNGREN. How does that compare with previous
recovery periods? Is there some index that gives us a clue as to how
we compare this with previous recovery periods?

Ms. NORWOOD. The growth in hours has been much larger than
in 1975-76 and I believe in most other recovery periods.

Representative LUNGREN. In some previous months you've told
us that the unemployment rate in the auto industry has dropped
dramatically. Although we have discussed how overall employ-
ment-that is total number of people working in the auto industry
certainly is not what it was 5 years ago or whenever the top year
was-1977 or 1975 or whatever-how is the auto production unem-
ployment holding up in the latest figures that we have?

Ms. NORWOOD. The unemployment rate for automobile workers is
6.3 percent. That, of course, is considerably lower-it's about a
third of what it was during the recession period. But we should un-
derstand that this is a figure which relates to the last job of the
worker. So that the unemployed worker who was laid off from the
auto industry and then took another job temporarily would no
longer be classified, if he became unemployed again, as an unem-
ployed autoworker.

Representative LUNGREN. If he had gotten a job somewhere else?
Ms. NORWOOD. Yes.
Representative LUNGREN. Senator.
Senator PROXMIRE. Commissioner Norwood, suppose Congress got

religion in this big operation we have now in trying to cut the defi-
cit and supposing we cut spending $100 billion a year at an annual
rate and raised taxes by $100 billion. What effect would that be
likely to have, in your expert judgment, on employment? Would
that increase the unemployment? Would that be sufficient in the
view of the size of our gross national product of well over $3 tril-
lion to perhaps increase unemployment by a whole percent?

Ms. NORWOOD. I don't know what those relationships would be.
Senator PROXMIRE. Would it be possible for your agency to get

into that? The reason I ask is because we have had estimates by
DRI and others who say that if we make that kind of cut in the
deficit over a period of a year or two-it might be less if we did it
more gradually-that it would have quite a dramatic effect on in-
creasing unemployment. And since you're the Government's expert
on unemployment and on these statistics, I think it would be very
helpful to us if you could make that kind of estimate.

Ms. NORWOOD. I think the agency really who is competent-cer-
tainly far more competent than we-to do that is the Congressional
Budget Office.

Senator PROXMIRE. They are more partisan, though.
Ms. NORWOOD. They're quite a nonpartisan agency.
Senator PROXMIRE. Oh, the Congressional Budget Office?
Ms. NORWOOD. Yes, CBO.
Senator PROXMIRE. That's better. I was thinking of--
Ms. NORWOOD. It's the instrumentality of the Congress. It has to

be bipartisan-nonpartisan.
Representative LUNGREN. We're never partisan.
Senator PROXMIRE. I was thinking of the administration's budget

office.
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Ms. NORWOOD. OMB? No; I was proposing that you ask that ques-
tion of CBO.

Senator PROXMIRE. Well, on that point, I want to commend the
chairman for being especially nonpartisan today. He came over and
he posed by this graph here which the Democrats put up. What
that graph shows is during the Carter administration, 1977 to 1980,
unemployment averaged 6.5 percent. Look at it during the Reagan
administration. The lowest was 7.3. It's now at 7.7 or 7.8, and it
went up to 10.6. And I think to have a chairman that calls atten-
tion to that, a Republican chairman who does that, he's got an
open mind, he's very fair, and it's a privilege to have a chance to
share the podium with him this morning.

Commissioner Norwood, how many States have double digit un-
employment rates? You spoke about regional differences, but I'd
like to be a little more specific than that. Which States are those?

Mr. PLEWES. Again, Senator, for the month of February, the
States that have 10 percent or more are Alabama, Alaska, Arkan-
sas, District of Columbia--

Senator PROXMIRE. The District of Columbia?
Mr. PLEWES. The District has 12 percent.
Senator PROXMIRE. That's a surprise to me.
Mr. PLEWES. Illinois, 10.1; Indiana, 11; Kentucky, 10.6; Michigan,

12.6; Mississippi, 10.8; Ohio, 10.1; Oregon, 10.9; Pennsylvania, 11.
Senator PROXMIRE. Oregon was one?
Mr. PLEWES. Yes, sir. State of Washington, 11.8; West Virginia,

16.5; Puerto Rico, 21 percent.
Senator PROXMIRE. Let me ask you, Commissioner, do a relative-

ly small number of States account for much of the remaining un-
employment or is joblessness still relatively widespread?

Ms. NORWOOD. There are vast differences among the States and,
as you know, we had quite a list of States which have high unem-
ployment rates. There are pockets of unemployment throughout
the country, but it is clear that the Great Lakes area and some of
the Southeast and the Pacific Northwest have the highest rates
and probably have a higher proportion of unemployment.

Senator PROXMIRE. Which States have been recovering most rap-
idly from the unemployment?

Ms. NORWOOD. We can supply that for the record by examining
all of the data.

Senator PROXMIRE. Very good.
Ms. NORWOOD. It would depend upon the industrial structure of

the State.
[The following information was subsequently supplied for the

record:]
The States with the most rapid improvement in their unemployment rate during

the February 1983 to February 1984 period-that is, those with an unemployment
rate decline of 3.5 percentage points or more-are Alabama, Arizona, Idaho, Illinois,
Kentucky, Michigan, Mississippi, Nevada, North Carolina, Ohio, South Carolina,
Tennessee, West Virginia, Wisconsin, and Wyoming. The overall national civilian
worker unemployment rate declined by 2.9 percentage points-from 11.3 to 8.4 per-
cent, not seasonally adjusted-during this period.

Senator PROXMIRE. What proportion of the unemployed are now
drawing unemployment insurance benefits?
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Ms. NORWOOD. Total UI recipients, including those receiving ex-
tended benefits, is 35 percent of total unemployment, as measured
in the Current Population Survey.

Senator PROXMIRE. Thirty-five percent, only one in three?
Ms. NORWOOD. Yes.
Senator PROXMIRE. That certainly is different that I felt was the

situation and I think many people did. Is that proportion declin-
ing?

Ms. NORWOOD. Yes, it is.
Senator PROXMIRE. How many unemployed are not covered by

unemployment insurance?
Ms. NORWOOD. How many are not covered?
Senator PROXMIRE. Not covered.
Ms. NORWOOD. Well, I don't know about the coverage, Senator

Proxmire. We do know about the number of claimants and as we
have more entrants and reentrants into the labor force, we know
that there is a likelihood that a larger number of the unem-
ployed--

Senator PROXMIRE. For the record, could you tell us that? And
then also tell us how many have exhausted all benefits under the
regular, extended, and supplemental unemployment programs?

Ms. NORWOOD. Yes, sir.
[The following information was subsequently supplied for the

record:]
During February 1984, the most recent month for which data are available, about

258,000 persons exhausted regular benefits, 8,000 exhausted extended benefits, and
161,000 exhausted their Federal Supplemental Compensation benefits. (These data
are not seasonally adjusted.)

Senator PROXMIRE. Following a decline in employment during
March, jobs in the construction business rose by 74,000 in April.
You report that weather may explain that development because
March was a bad month and April was a better month. Since hous-
ing starts have recently fallen, are the construction employment
gains overstated, and does this in part reflect the seasonal adjust-
ment process because of recent recession years tend to assume a
weaker economy and less construction activity than is usually the
case?

Your seasonal figures, I take it, are constantly updated, so they
are based on the most recent experience.

Mr. PLEWES. Senator, the figures you gave are correct. There was
a weather-related decline in the previous month and there was an
increase this month. The increase was consistent with the decline
in housing starts, by the way. We saw the increase in the category
called special trade which are your subcontractors primarily, and
in such areas as highway and office construction. It was not in resi-
dential construction.

Senator PROXMIRE. I see. Commissioner Norwood, housing starts
declined sharply by 27 percent in March. That was a spectacular
figure and a lot of people felt, even though the weather in March
was bad, that there may have been other reasons for that, and it
alarmed many people. Meanwhile, interest rates already high in
real terms have been rising. Is economic activity in housing and
other interest-sensitive sectors starting to fall off?
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Ms. NORWOOD. As you are well aware, those numbers do tend to
jump around. We have had several months out of the recent 6
months where housing starts have been quite negative. So I think
we need a little bit more time. We had very large increases in
housing starts in January and in February. So that fact that we
have had a sizable decline in March I think by itself does not tell
us a great deal.

On the other hand, we do know that mortgage interest rates are
rising or have risen something like a point.

Senator PROXMIRE. I just have one more question, and the chair-
man very graciously has allowed me to proceed.

Do you expect food prices and energy prices to be the source of
inflationary pressures in the months ahead and has the long-term
decline in energy prices ended?

Ms. NORWOOD. The Agriculture Department expects food prices
to be a source of rising prices over the next year.

As for energy, a lot of the future, of course, will depend upon oc-
currences that are really outside of all of our control and therefore
very difficult to forecast.

There seems at the moment to be plentiful supplies of energy.
Perhaps Mr. Dalton might want to add to that.

Mr. DALTON. No, I don't have anything to add.
Senator PROXMIRE. Thank you very much, Congressman.
Representative LUNGREN. Madam Commissioner, we certainly

enjoy having you appear before us again this month. I was going to
ask Mr. Plewes to list all of the States with unemployment rates
below 10 percent, but that would take too much time so I won't do
that. The only figures I'd like to make sure that we get in the
record are those for my home State of California.

From the information your office supplies me, I'm happy to see
that on a seasonally adjusted basis, employment reached an all-
time high in California of 11.5 million in March, with unemploy-
ment dropping to 954,000 in April, reaching the lowest level since
September 1981. We've got a seasonally adjusted unemployment
rate of 7.7 percent, the lowest since September 1981, and in my
own area of Los Angeles County, the Long Beach area, the decline
over the year was 2.4 percentage points.

So we are part of the recovery and we certainly enjoy it.
Next month, I may, in the spirit of bipartisanship, have a chart

here that we on the Republican side will fix up to show what's hap-
pened to inflation and interest rates and I will invite Senator Prox-
mire to stand before that to acknowledge that we have had a tre-
mendous drop in both of those.

Senator. PROXMIRE. If the Congressman would yield, I'd like to
put those two together and show what the real interest rates are;
that is, the interests rate minus inflation, and they are about as
high as they've ever been.

Representative LUNGREN. And maybe we could also have a dis-
cussion some time about my theory that not all taxes are created
equal. Just saying we could increase taxes by $100 billion doesn't
suggest we will have a drop in unemployment. We could very well
have an increase in unemployment, as the Senator suggested with
the cost of automobiles and the cost of a lot of other things rising.
We're doing a great job in the Congress in raising Social Security
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taxes year after year, and it seems to me that might have some
impact on the initial cost of employing new people and maybe we
ought to take a look at that as well.

Well, as you can see, Madam Commissioner, we are not very par-
tisan up here. We thank you for being here before us and look for-
ward to seeing you again next month.

Ms. NORWOOD. Thank you very much.
Representative LUNGREN. The committee stands adjourned.
[Whereupon, at 10:35 a.m., the committee adjourned, subject to

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

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

Present: Representative Lungren and Senator Proxmire.
Also present: Dan C. Roberts, executive director; James K. Gal-

braith, deputy director; Deborah Clay-Mendez and Mary E. Eccles,
professional staff members.

OPENING STATEMENT OF REPRESENTATIVE LUNGREN,
PRESIDING

Representative LUNGREN. We welcome once again, Madam Com-
missioner, you and your colleagues for our monthly meeting on the
question of the unemployment situation. According to your report,
the civilian unemployment rate fell by three-tenths of 1 percentage
point in May to a level of 7.5 percent. I think we would all agree
that this is very good news indeed. In fact, it is so good, what I
have predicted in the past has come true. We've had one month in
which news was so good that we would have no television cameras
here. The television cameras seem to appear when the news is bad,
so this is another index that in fact the news is very good.

It reflects improvements in the health of the American economy
and, most importantly, the welfare of the American people. During
the past 18 months, under President Reagan's economic policies,
the civilian unemployment rate has fallen a remarkable 3.2-per-
centage points. The very favorable report you bring us today is a
confirmation that this downward trend continues.

We have sought to reduce the burden of Government regulation
under President Reagan's leadership and to set free once again the
spirit of free competition and the power of private enterprise. We
have relied on the private sector to provide employment for Ameri-
cans. Apparently, the private sector has responded. According to
your report, the number of Americans holding jobs increased by an
impressive 890,000 in May. This sets, once again, a new record level
for civilian employment.

During the past 1 l/2 years, employment-as measured by the
Bureau of Labor Statistic's household survey-has risen by more
than 6 million. This is the best record for any 18 months in the
post World War II period. In the past, critics of the economy's per-
formance have pointed to the somewhat lower employment gains

(169)
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measured by the Bureau's establishment survey data. Today, the
Bureau has released its annual revision of the establishment data.
I am pleased to see that there has been a substantial upward revi-
sion in the employment estimates. This brings them more into line
with the household survey data. With the report you bring today, I
don't think there can be any doubt about the unprecedented record
of the past 18 months of job creation.

Mr. Norwood, despite this growth in employment opportunities,
we recognize that there are groups within our society who suffer a
disproportionate share of unemployment. According to the May
data, 44.1 percent of black youths are unemployed. Even though
there is a problem with the total youth unemployment, black youth
unemployment is more pronounced. This is by no means a new
problem. Incredibly, at no time in the entire past decade has this
unemployment rate for black teenage youth fallen below 30 per-
cent. The administration, in an effort to open job opportunities to
unskilled youths, has proposed the establishment of a youth em-
ployment opportunity wage for the summer months, something
that I have supported for some time, and these figures would sug-
gest that we perhaps need to try some new things to attack this
problem.

In view of the severity of the youth unemployment problem and
its persistence in the face of strong economic growth, many of the
Republican members of the Joint Economic Committee support this
type of innovative approach.

Madam Commissioner, we welcome you once again to the Joint
Economic Committee. We look forward to your testimony about the
very favorable developments in the May employment situation.

Before you proceed, however, I would ask Senator Proxmire if he
has a statement.

OPENING STATEMENT OF SENATOR PROXMIRE
Senator PROXMIRE. Well, I have no formal statement, Congress-

man, but I have a couple of observations.
One, I'd like to congratulate you on your appearance on the

Public Broadcasting System's program. I had a chance to see that
and I was very, very impressed with it. You did a superlative job
and you made me proud to be a Member of Congress. Of course,
you're a Republican, but nobody is perfect.

Now there is good news. There's no question about that. You
can't get away from the fact that when we have this kind of im-
provement in the employment and a drop in unemployment it's
good. Although we did have, of course, no improvement in March
or in April, and it's about time that we got some.

Also, I think it is fair to point out that we now have unemploy-
ment at just about precisely the same level it was when President
Reagan took office in January 1981. That means that in spite of
the fact that the administration has managed to run up the biggest
deficits in the history of our country, deficits which ordinarily
would greatly improve employment and improve the economy, we
are left with a colossal increase in national debt, an economic pic-
ture that may be flattening out, and a perfectly enormous deficit
that we have this year and had last year and can expect to have
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for some time in the future. And the result is that, as the chart
here shows, interest rates have gone up very sharply since January
1981. They have gone down a little bit in real terms lately, but
they're still extraordinarily high and they constitute a real threat.
' I'm looking forward to your presentation. Commissioner Nor-

wood, and I am also looking forward to questioning you on it.
Representative LUNGREN. Thank you, Senator.
Ms. NORWOOD.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, U.S. DEPARTMENT OF LABOR,
ACCOMPANIED BY THOMAS J. PLEWES, ASSOCIATE COMMIS-
SIONER, OFFICE OF EMPLOYMENT AND UNEMPLOYMENT STA-
TISTICS; AND KENNETH V. DALTON, ASSOCIATE COMMISSION-
ER, OFFICE OF PRICES AND LIVING CONDITIONS

Ms. NORWOOD. Thank you. Mr. Chairman and Senator Proxmire,
I have with me Kenneth Dalton on my right who is responsible for
our price work in the Bureau, and Thomas Plewes on my left who
is responsible for our employment and unemployment data.

We are very pleased, as always, to have an opportunity to offer a
few brief comments to the committee on our employment situation
press release that was issued earlier this morning.

Both the household and the business surveys showed further em-
ployment gains in May, and the unemployment rate dropped to its
lowest point since August 1981. The overall jobless rate, which in-
cludes the resident Armed Forces in the labor force, was 7.4 per-
cent, down from 7.7 percent in the February-April period. The rate
for civilian workers was 7.5 percent, also three-tenths of a percent-
age point lower than the prior 3 months. Both rates have declined
by 3.2 percentage points from their late 1982 recession highs.

The number of unemployed workers dropped by 330,000 over the
month to 8.5 million in May, after seasonal adjustment, as there
was a substantial decline in the number of workers who had lost
their jobs. The number of job losers-as distinct from those who
were jobless because they left their jobs or were entering or reen-
tering the. labor force-has declined by 3 million over the 18
months of the recovery.

The bulk of the May unemployment decline occurred among
adult men, whose jobless rate dropped from 6.9 to 6.5 percent; the
rate for adult women was 6.8 in May compared to 7 percent in
April. During the 1981-82 recession, the rate for men, which is usu-
ally lower than that for women, rose sharply and in a number of
months was more than a full percentage point higher than the rate
for women. Men's joblessness has shown greater improvement
during the recovery, however, and the May figures mark the first
time since earlv in the recession that their rate has been signifi-
cantly below that for women.

The over-the-month improvement in unemployment among adult
men occurred among both blacks and whites and was reflected in
the overall reduction in joblessness among black and white work-
ers. The jobless rate among Hispanic workers also declined over
the month.

36-618 0 84 - 12
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Civilian employment, as measured by the household survey, rose
by an unusually large 890,000 in May after seasonal adjustment.
This was considerably larger-about 660,000 more-than the in-
crease in our business survey. A part of this difference is due to
definitional differences in the coverage of the two surveys. A part
of the difference is not so readily explainable but may be influ-
enced by problems in identifying seasonal movements. Seasonal ad-
justment of employment-as well as unemployment-is especially
difficult at this time of the year. Employment usually increases as
outdoor activities expand and large numbers of young people enter
the summer labor market. This year, identification of the seasonal
patterns is even more difficult because the survey week was earlier
than usual. The 12th of the month, which defines the survey week,
fell on a Saturday. In my judgment, all signs point to a marked in-
crease in employment between April and May, but the changes re-
ported in the household survey may be somewhat overstated.

Nonagricultural payroll employment rose 230,000 in May. The
business survey has shown consistent and substantial job growth
over the year and a half of the current recovery. The over-the-
month advance was led by increases of 90,000 in services and
60,000 in construction. In contrast to the pattern during recent
months, overall factory jobs did not increase in May, although
there were continued job gains in the machinery and electrical
equipment industries, both of which have rebounded strongly in
recent months of the recovery.

Over the past year and a half, The business survey has regis-
tered increases of 1.5 million factory jobs and nearly 500,000 in con-
struction. The recovery in manufacturing represents about two-
thirds of the number of jobs lost during the recession, while the ex-
pansion in construction activity has brought the job total above the
pre-1981-82 recession level. Over the same period, jobs in services
and in retail trade, which were very little affected by the recession,
increased by 1.4 million and 950,000, respectively.

After an unusually large increase in April, the average work-
week of production or nonsupervisory workers on private nonagri-
cultural payrolls declined 0.2 hour in May, returning to the still
very high levels reached in February and March. The average
workweek in manufacturing, at 40.7 hours, also returned to its
March level.

In summary, the statistics released this morning indicate further
strong labor market recovery. Employment continued to rise and
unemployment resumed the improvement that has seen the jobless
rate decline by more than 3 percentage points over the course of
the recovery.

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

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

X-11 ARIMA method X-1l
method ae

Month and year Unadjusted ~~~~~~~~~~(official Ra ~
- Month and year 8nrate Official concurrent Stable Total Residual if or.-i

procedure bfr
1980)

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

1983
May .9.8 10.1 10.1 10.2 10.1 10.1 10.1 0.1
June .10.2 10.0 10.0 10.0 9.8 10.0 10.0 .2
July .9.4 9.5 9.5 9.4 9.5 9.5 9.5 .1
August .9.2 9.5 9.5 9.4 9.5 9.5 9.5 .1
September .8.8 9.2 9.2 9.2 9.2 9.1 9.3 .2
October .8.4 8.8 8.8 9.0 8.8 8.8 8.9 .2
November .... , .. 8.1 8.4 8.4 8.5 8.4 8.4 8.4 .1
December ... . .. . 8.0 8.2 8.2 8.4 8.2 8.2 8.2 .2

1984
Januay .8.8 8.0 8.0 8.0 8.1 8.0 8.0 .1
February .8.4 7.8 7.8 7.6 7.8 7.7 7.8 .2
March .8.1 7.8 7.8 7.7 7.8 7.6 7.7 .2
April . . ........ 7.6 7.8 7.8 7.8 7.8 7.8 7.8.
May ... ,,..,....,....,. 7.2 7.5 7.5 7.6 7.4 7.6 7.5 .2

EXPLANATION OF COLUMN HEADS

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

(2) Official procedure (X-11 ARIMA method). The published seasonally adjusted
rate for all civilian workers. Each of the 3 major civilian labor force components-
agricultural employment, nonagricultural employment and unemployment-for 4
age-sex groups-males and females, ages 16-19 and 20 years and over-are seasonal-
ly adjusted independently using data from January 1974 forward. The data series
for each of these 12 components are extended by a year at each end of the original
series using ARIMA (Auto-Regressive, Integrated, Moving Average) models chosen
specifically for each series. Each extended series is then seasonally adjusted with
the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and
nonagricultural employment components are adjusted with the additive adjustment
model, while the other components are adjusted with the multiplicative model. The
unemployment rate is computed by summing the 4 seasonally adjusted unemploy-
ment components and calculating that total as a percent of the civilian labor force
total derived by summing all 12 seasonally adjusted components. All the seasonally
adjusted series are revised a the end of each year. Extrapolated factors for January-
June are computed at the beginning of each year; extrapolated factors for July-De-
cember are computed in the middle of the year after the June data become avail-
able. Each set of 6-month factors are published in advance, in the January and July
issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The official procedure for computation of
the rate for all civilian workers using the 12 components is followed except that ex-
trapolated factors are not used at all. Each component is seasonally adjusted with
the X-11 ARIMA program each month as the most recent data become available.
Rates for each month of the current year are shown as first computed; they are re-
vised only once each year, at the end of the year when data for the full year become
available. For example, the rate for January 1984 would be based, during 1984, on
the adjustment of data from the period January 1974 through January 1984.

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

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

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

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

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

The standard X-11 method is described in "X-11 Variant of the Census Method II
Seasonal Adjustment Program," by Julius Shiskin, Allan Young, and John Mus-
grave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, June 1984.
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THE EMPLOYMENT SITUATION: MAY 1984

Unemployment declined in May and employment continued to rise, the Bureau of Labor

Statistics of the U.S. Department of Labor reported today. The overall unemployment rate, at

7.4 percent, and the civilian worker rate, at 7.5 percent, were each down three-tenths of a
percentage point over the month.

Civilian employm.ent--as measured by the monthly survey of households--rose by 890,000 in May

to 105.3 million. The number of employees on nonagricultural payrolls--as measured by the

monthly survey of establishbents--rose by 230,000, folluwing a larger increase in the previous

month. (Establishment data reflect the annual benchmark revisions; see note on page 3.)

Unemployment (Household Survey Data)

The civilias unemployment rate declined to 7.5 percent in May, after holding at 7.8 percent

during the February-April period. The rate has decreased by 3.2 percentage points from its late

1982 high and was at the lowest level since August 1981.

The Nay decline in joblessness was concentrated among adult men (20 years and over). Since

January, their unemployment rate has fallen by eight-tenths of a point, while the rate for adult

women dropped by only three-tenths. As a result, the adult male rate of 6.5 percent was

significantly below the rate for adult woen (6.8 percent) for the first time since late 1981.

At 19.0 percent in Hay, the unemployment rate for teenagers has been little changed in 1984.

Whites, blacks, and Hispanics all shared in the May decline in joblessness. Other major groups

with lower unemployment rates were full-time workers (7.2 percent) and manufacturing workers
(7.1 percent). (See tables A-2, A-3, and A-6.)

The number of unemployed persons decreased by 330,000 to 8.5 million in Nay. The decline

occurred primarily among adult men, both white and black. Unemployment has dropped by 3.4

million since the recovery began. Virtually all of this decline took place among job

losers-both those on layoff who expect to be recalled to work and those who have been

permanently separated from their last Job. As a result, this grnup'n share of unemployment has

dropped from 62 percent in November 1982 to 51 percent in Nay. (See table A-8.)

The decline in unemployment in May was concentrated among persons who had been Jobless for

less than S weeks. The effect of this decrease In short-tre unemployment was to raise the

median duration of unemployment to 8.7 weeks, while the mean was virtually unchanged at 18.4
weeks. (See table A-7.)

The number of corkers employed part time for economic reasons declined in May to 5.4

million, I million below the November 1982 level. (See table A-4.)

Civilian Enployment and the Labor Force (Household Surney Data)

Civilian en ployment showed strong growth from April to May, rising by 890,000 on a

seasonally adjusted basis to 105.3 million. Adult women accounted for two-thirds of rhe gain

and adult .en the remainder, as teenagers showed so over-the-month employment change. The

proportion of the civilian working age population with Jobs reached 59.8 percent. The

etopoyent-populatiOO ratio for adult women was 50.5 percent, the first tioc ever that more than
1jaif of aii adult wo-en have been employed. (See table A-2.)

The civilian labor force rose by 560,001) in May. Over the year. labor force growth totaled
2.9 millioo--l.

9
aillion adult women nd close to 1.1 million adult men.
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Indostry Payroll Ekployooot (Establishnt Soroey Darna

Nonfar= payroll noploynent increased by 230,000 in May, somewhat less than gains roded In
most =ootl- of the past year. At 93.7 million, seanonaily adjusted, payroll emploryent han
increased by 5.0 nillino since No-enber 1982. Over this period, anof'.ctaring poasted the
largest job gain (1.5 =illion), followed by services (1.4 million), retail trade (950,000), and
nonstrsction (475,000). (See table B-1.)

The largest o-er-the-mooth increases took place in constroction (60,000) and the services
industry (90,000). Cnnstruction emplnyeent has bher rising strongly throughout the recovery
period to 4.3 million in May, ita highest level since the spring of 1981. In services, a major
part of the over-the-month increase took place in business services. Smaller job gains als
oc-c-red in wholesale trade of darable goods and in finance.

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

I Quarterly averages Monthly data

Category I Apr.-
1983 1984 1984 M hay

I I c~~~~~hange
HOUSEHOLD DATA | IV I i j Mar.I Apr.I Man

I Thousanda of oarmon
Labor fore I/ .......... 1 12,3651113,712J114,292 114,598 49 11493j 555

Total e-pToy.e.t 1/.I00,8791104,195 1105 4261105,8261106,0951 106,978 1 883
Civilian laborf .................. 1107001112,0121112.607 112,912 113,245 113.8031 558

Civilian employmeent .I.................... 99,214|102,506|11037401104.1401104.4o2 .................... 1105 2881 886
Uneaployppnst .I.......... 11,4861 8,507p 8.866| 8,7721 8,8631 8,514j -329

Not in labor force ..................... 62,805| 62,9381 63,072| 62,9121 62,7241 62,3201 -404
Sincooraged workers . I 1,7651 1.4571 1,3391 N.A.| .A.I N.A.I N.A.

w ~~~~Percent of 2.absr farce
iseaploymlent rates: _ .1 ~ ~ ~ 74 -.All workers 1 / ............ 10.21 8.4 7.81 7.71 7 77 74 -0.3

All cioilian workers . ................ 1 10.41 8.51 7.91 7.81 7.8 7.5 -0.3
Adult men. ................... |9.71 7.81 7.01 6.81 6.91 6.51 -0.4
Adult wa.ne. ......... I, 1 8.91 7.21 7.01 6.91 7.01 6.81 -0 2
Teenagers . . I 23.11 20.61 19.61 19.91 19.41 19.01 -0.4
White . . . 9.11 7.41 6.81 6.71 6.71 6.41 -0.3
Black. ......... I 20.21 17.91 16.51 16.61 16.81 15.81 -1,0
Hispanic origi . .......... 15.61 12.11 10.91 11.31 ii.Si 10.51 -1.0

ZSTABLISHWMENT DATA -

Thouoanda mf la
Nonfarm payroll employment . ......... 88,8331 91.6861 92.7651 

9
3.058g

9 3
.

4
5

6
p193,688p 

2 3 2
p

Coods-producing industries ......... 22,8731 24,0501 24,5181 
2
4i595|24,

7
6

3
p|

2
4 

8
56p 93p

Service-producing indostries. .. I 65,9611 67,6361 68,2471 68,46
3
j68,6

9 3
pj6b,

8 3
i2p 139p

I II I I I

Ioura of work
Average weekly hbors: I I I I I I I

Total prioate nonfarn . ........... j 34.81 35.21 35.31 35.31 35.5pj 35.3pl -0.2p
:1anafacturing . .................... I. 39.41 40.61 40.81 40.71 41.2pl 40.7pl -0.5p
,Man.facturing overtie ................ 1 2.51 3.31 3.51 3.51 3.

7
p1 3.4Pi -0.

3
p

I . I I I I I
1/ Includes the resident Arned Forces. N.A.-nat available.
p-prelialnary.
iOTE: The establismneent datar reflectre ions based on March 1983 benchmarks and updated
seasonal adjost-ent factors.
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to contrast with the substantial increas s of recebt months, manufacturing employnent was
about unchanged in May. However, job gains continued In fabricated metain, sachinery, and
eiectrical equipment. Motor vehicle and equipment employm.ent, which had risen very strongly
earlier in the recovery, decreased by 10,000 in May, reflecting some plant shutdowns for s.del
changeover.

Weekly Hours (Eutablishment Suoey Data)

The average workweek of production or nonsupemviunry wurkorn on private nonagricultural
payrolls declined 0.2 hour in May to 35.3 hours, seasonally adjusted, a return to the levels of
February and March. The manufactoring wurkweek fell by half an hour from the very high April
level to 40.7 hours. The factory workweek han averaged 40.8 hourn for the last 9 months--the
highest sustained level since 1973. Overtime in manufacturing decreased 0.3 hour fr- an
unusually high April level to 3.4 hours in May. (See table B-2.)

The index of aggregate weekly hours of productiun or nonsupervis-ry workers on private
nonagricultural payrolls edged down 0.2 percent, seasonally adjssted., to 111.9 (1977-100) in
May, reflecting the decline in hours. The mamufacturing inden decreased 0.9 percent over the
month to 96.1 but was 13.3 percent above the N-veobar 1982 low. (See table B-3.)

Hourly and Weekly Earnings (Establishnent Survey Data)

Average hourly earnings declined 0.4 percent in May, and average weekly earnings decreased
0.9 percent, seasonally adjusted. Before allowance for seasonality, hourly earnings edged down
I cent to $8.28, and weekly earnings declined by 36 cents. Over the past year, average hourly
earnings increased by 30 cents, while weekly earnings rose by $13.78. (Sei table 8-3.)

The Hourly Earnings Index (Establishment Survey Data)

The moorly Earnings Index (HbI) was 159.6 (1977-100) in May, seasonally adjusted, a decrease
of 0.2 percent from April. For the 12 months ended in May, the increase (before seasonal
adjustment) was 3.2 percent. The HEI eucludes the effects of two types of changes unrelated to
underlying wage rate I uve"entm--fluctuatioms In overtime in anufactsring and interindustry
employment shifts. En dollars of constant purchasing power, the HEI increased 0.6 percent
during the 12-month period ended in April. (See table 8-4.)

Revisions in the Establishment Survey Data

In accordance with the usual practice the establishment survey data published in this release
have been revised to reflect complete counts uf employment (benchmarks) derived fru.
unemployment insurance tan records for the first quarter of 1983 plus preliminary counts from
the same source for the second and third quarters of 1983. The revisions also incorporate an
improved method for estimating the employment effect of the entry of new firms into the econsoy.
In addition, new seasonal adjustment factors have been calculated, and all seasonally adjusted
series have been revised to take account of the enperience through March 1984.

Summary employment revisions are shown in the following two tables. Employ ent estimates, not
seasonally adjusted, for February 1984 (the last published final estimates based on the previous
benchmark) on the old and new benchmarks are presented in Table 8. Table C contaIns revised
seasonally sdjusted o-er-the--ooth changes in total onfatm payroll enplsyueot eotimates for the
November 1982-Febrnary 1984 period. Data on hours and earnings nay have changed slightly as a
result of tha new employment weights.

The June 1984 isswn of Enployment and Earnings will contain a detailed discussion of the affects
of the benchmark and new firm methodology revisions, neasonal adjust.ent factors for use in the
ennuing 12-..nth period, and revised data for ol regalarly published tables containing nationai
establishnest survey data on esploynent, hourn, and earnings.

Historical establishment series, not seasonally adjusted, hash been revised from April 1982
forward, whereas seasonally adjusted series have been revised back to January 1979. All re-ised
historical series will be published iS a special sopple.ent to Lmploy ent and Earnings, whIch Is
expected to become available in July. This supplement, wham cuobined with the historical
volume, guploymsent and larninis, Unitad htates, 1909-78, Boletin 1312-11, will comprise thie
full historical series on nationaI data Iron the establishoent survey.
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Table B. Establishment *urvey employment estimates for February 1984, before and after
reviolon, not seasonally adjusted

(In thousands)

February 1984 enployment
I estimates

Industry _ IDifference

Before A.
revision j revised

I II
Total nonfarc employment ......... j..... 91,140 p 91 612 j 472

Total private .*........... 75,121 75,477 I 356
Mining . . 1039 964 -75
Ciostrrtion . . 3,772 3,774 I 2
Manufactoring . 19,312 19,181 I -131
Transportation and publi utilities . . 4,992 5 5,031 j 39
Wholesale trade .............................. 5315 5,389 74
Retail trade . |.......... 15,119 I 15,517 i 398
Finance, i.ssran-e, and real estate.. 5,525 5 ,541 I 21
Servicesj 20,047 20,075 I 28

coverment ........... ....... 16,019 I 16,135 I 116
Federal. 2 746 I 2,746 -
State .. 3748 1 3,770 22
Local ... 9,524 p 9,618 94

Table C. Seasonally adjusted over-the-morth chanses in total nonfarm employment
before and after revision, November 1982 through Febroary 1984

(In thousuods)

Change from previous .onth

Year and month e I
p efore p As rooised!revision

1982:
Noveohor . p....
December:.

1983:
Jac.ary.p
F'ebroary.I......
Marclh........... p
April.................
Mlay..........
Jose.......
Joly

July.................

AUt ........... ..
SOptouher.

inceher.I......

1904:
Jidu-iy .. .
Foebr......I

-153 i
-120 i

220
-1 39

68

331 i
423
308 p

-404
1, 103 i

233
271 p
244

331 i
427

-146
-28

181
_99
217
314
319
349
347

-356
1 ,100

327
343
338

365
455
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Explanatory Note

This news release presents statistirs from. two major surveys.
the Current Population Survey (household survey) and the
Current Employment Statistics Survey (establishment survey).
The household survey provides the information on the labor
force, total employment, and unemployment that appears in
the A tables. marked HOUSEHOLD DATA. It is a sample

survey of about 60,g00 households that is conducted by the
Bureau of the Census with most of the findings analyced and
published by the Bureau of Labor Statistics (BLS).

The establishment surey provides the information on the
employment, hours. and earnings of workes on nonag-
ricultural payrolls that appears in the B tables, marked

ESTABLISHMENT DATA. This information is collected
from payroll records by aLs in cooperation with State agencies.
The sample includes approximately 195,0l0 establishments
employing over 35 million people.

For both sarveys, the data for a given month are actually
collected for and relate to a particular week. In the household
surey, unless otherwis indicated, it is the calendar week that
contains the 12th day of the month, which is railed the survey
week. In the establishment surey. the reference week is the

pay period including the 12th. which may or may not corres-
pond diectly to the calendar wek.

The data in this rlease are affected by a number of technical
factors, including definitions, survey differences, seasonal ad-
justments, and the inevitble variance in results between a
surey of a sample and a census of the entire population. Each
of these factors is euplained below.

Cosenage, definltions and differences between s.e..eys
The sample households in the household surey are selected

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

People are classified as employed if they did any work at all
as paid civilians; worked in their own business or profession or

on their own farm; or worked 15 hours or more in an enter-
pris operated by a member of their family. whether they were

paid or not. People are also counted as employed if they were
or unpaid leave because of illness, bad weather, disputes be-
tween labor and management, or personal reasons. Members
of the Armed Forces stationed in the United States are also in-
cluded in the employed total.

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

The laborfor-e equals the sum of she number employed and
the number unemployed. The unemployment rate is the
percentage of unemployed people in the labor force (civilian

plus the resident Armed Forces). Table A-5 presents a special

grouping of sven measures of unemployment based on vary-
ing definitions of utemployment and the labor force. The
definitions ore provided in the table. The most restictive
definition yields U-1, and the most comprchensive yields U-7.
The overall unemployment rate is U-5a, while U-5b represents
the same measure with a civilian labor force base.

Unlike the household suvey, the establishment survey only
counts wage and salary employees whose amnes appear on the

payroll records of nonagricultural firms. As a resut, there are
many differences between the two surveys, among which are
the following:

-.-- The household survey, although based on a smaller sam-
ple, reflects a larger segment of the population; the establish-
ment survey excludes agriculture, the self-employed, unpaid
family workers, private household workers, and members of
the resident Armed Forces;

-The household survey icludes people on unpaid leave
among the employed; the establishment survey does not;
---The household sumrey is limited to those 16 years of age

and older; the estabhshment survey is not limited by age;
---The household survey has no duplication of indis fals,

because each individual is counted only once; in the estanlish-
ment survey, employees working at more than one job or
otherwise appearing on more than one payroll would be
counted separately for each appearance.

Other differences between the two surveys are described in

"Comparing Employment Estimates from Household and

Payroll Surveyr," which may be obtained from the asS upon
request.

Seasonal adjastmena

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

Because these seasonal events follow a more or less regular

pattern each year, ther influence on statistical trends can be
eliminated by adjusting the statistics from month so month.
These adjustments make nonseasonal developments, such as
declines in economic activity or increases in the participation
of women in the labor force, easier to spot. To return to the
school's-out esample. the large number of people entering the
labor force each June is likhey to obscure any other changes

that have taken place since May, making it difficult to det-
mine if the levl of economic activity has risen or declined.
Houever, because the effect of students finishing school in
previous years is known, the statistics for the current year can
be adjusted to allo. for a comparable change. Insofar as the
seasonal adjustment is made correc.i. the adjusted figute pro-
vides a more useful tool with which to analyoe changes in
economic acti ity.

Measures of labor force, employment, and unemployment
curtais c-mpivnmts such as age and s Statistics jot alt
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employees, production orkes, average weekly hours, and

average hourly earnings include components based on the

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

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

components and combining them. The second procedure

usually yields more accurate information and is therefore

followed by BLS. For example. the seasonally adjusted figure

for the labor force is the sum of eight seasonally adjusted

civilian employment components, plus the resident Armed

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

adjusted unemployment components; the total for unemploy-

ment is the sum of the four unemployment components: and

the overall unemployment rate is derived by dividing the

resulting estimate of total unemployment by the estimate of

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

justments are recalculated regularly. For the household

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

and again for the July-December period. The January revision

is applied to data that have been published over the previous 5

years. For the establishment survey, updated factors for

seasonal adjustment are calculated only once a year, along

with the introduction of new benchmarks which ace discussed

at the end of the next section.

Sampling vanbilhty
Statistics based on the household and establishment surveys

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

number of people employed and the other estimates drawn

from these surveys probably differ from the figures that would

be obtained from a complete census, even if the same question-

naires and procedures were used. In the household survey, the

amount of the differences can be enpressed in terms of stan-

dard errors. The numerical value of a standard error depends

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

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

chances ace 68 out of I 68 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 328g000; for

total unemployment it is 220,000; 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 arc 90 out of 100 that

the 'true" level or rate would not be expected to differ from

the estimates bv more than these amounts.

Sampling erroes for monthly surveys are reduced when the

data are cumulated for several months,. such as quaterly or

annually. Also. as a general rule, the smaller the estimate, the

larger the sampling error. Therefore. relatively speaking, the

estimate of the size of the labor force is subject to less error

than is the estimate of the number unemployed. And, among

the unemployed, the sampling error for the jobless rate of

adult men, for esample, is much smaller than is the error for

the jobless rate of teenagers. Specifically, the ror on monthly

change in the jobless rate for men is .26 percentage point; for

teenagers, it is 1.25 percentage points.
In the establishment survey, estimates for the 2 most current

months are based on incomplete retuans; for this reason, these

estimates are labeled pneliminary in the tables. When ad the

retuans in the sample have been received, the estimates are

revised. In other words, data for the month of September are

published in preliminary form in October and November and

in final form in December. To remove errors that build up

over time, a 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-io-month changes can be

measured. The new benchmarks also incorporate changes in

the classification of industries and allow for the formation of

new establishments.

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

ment situation, BLS regularly publishes a wide variety of data

in this news release. More comprehensive statistics ace contain-

ed in Employment and Earnings, published each month by

aLS. It is available for 16.00 per issue or S39.00 per year from

the U.S. Government Printing Office, Washington, D.C.

20200. A check or money order made out to the Superinten-

dent of Documents must accompany all orders.

Employment and Earnings also provides approximations of

the standard errors for the household survey data published in

this release. For unemployment and other labor force

categories, the standard errors appear in tables B through J of

its "Explanatory Notes." Measures of the reliability of the
data drawn from the establishment survey and the actual

amounts of revision due to benchmark adjustments are pro-

vided in tables M, 0, P. and Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A41. Employment status of thb populaMan, Inoludiat Anmadl Pacs In the United States, by ax
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Table A-2. Employment status of the civilian population by anx and age
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Table A-3. Employment status ot the cmoilan population by rae", sen, age, and Hispanic origin
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Table A-4. Selected employment Indlcators
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Table AZ Selected unenptyment Indicatorn, Sueonally adlusted
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Table A4. Reason for unemployment
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Table A10. Employment status of back end othW mokem
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Table A.12 Employment status of male Vsatnasnews etmos and nonvaterant by age, not seasonally adjusted
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Table A.13. Employment status of the cilian population for ten large State,
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Representative LUNGREN. Thank you very much, Madam Com-
missioner. I would just say that we will alternate 7-minute time
limits here for questions.

In previous months you have described the recovery in employ-
ment conditions as widespread. I take it from your information
that you've given us today that this description still holds.

Ms. NORWOOD. Yes, sir.
Representative LUNGREN. And you have also discussed the BLS

diffusion index. What proportion of industries experienced employ-
ment gains in May, and what is the significance of that?

Ms. NORWOOD. Almost 60 percent, 58.4 percent, of the some 185
industries that are included in the diffusion index had job
growth-job increases. This index, which is somewhat volatile at
times, is somewhat less than the 64 percent that was registered the
month before, but it is still quite high. It does show some slow-
down, however.

Representative LUNGREN. You have indicated that over the last
18 months we have recovered about two-thirds of the number of
jobs lost during the recession in the manufacturing sector.

What is the percentage increase that we have seen in the serv-
ices and retail trade? You gave us some numbers, but I just wonder
how they relate to the universe of jobs that we're dealing with
there.

Ms. NORWOOD. It's whopping increase in services. Part of the
problem in answering that question specifically is that the services
industry in particular did not decline in the question. It continued
to grow. The service producing sector did decline by roughly
150,000 during the recession and it just had such a whopping in-
crease-more than 3 million-that you almost can't look at it in
percentage terms.

Representative LUNGREN. So this indicates that in this recovery,
although we are strongly recoverying in the manufacturing
sector-we have come back two-thirds-in the services and retail
trade, we have just continued to grow and grow and grow. This is
consistent with a number of reports that have come out. A recent
Brookings Institute study, for example, shows that while many say
we have deindustrialized overall, the truth is that we are getting a
larger growth in the nonmanufacturing sector as we maintain or
increase the number of jobs in manufacturing.

Ms. NORWOOD. Well, I do think you're quite right in suggesting
that we distinguish between the rate of growth and the level of
jobs. Manufacturing is always very much affected by recession and
it takes some time after a recession for manufacturing to regain
the level of jobs that it had before, and we are seeing that now per-
haps a little bit more than we have seen in the past because of
some of the structural changes that are going on in the goods pro-
ducing sector.

Over the long run, the level of jobs in manufacturing is not de-
clining. What is happening is that there's such strong growth in
the service producing sector that the proportion of jobs in the
good producing sector is being reduced.

Representative LUNGREN. Let me ask you a question about one
subset of the area of services and that is the temporary or flexible
services sector. This section includes individuals-I don't want to
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define them as Kelly girls-who don't have a commitment to work
from 9 to 5 every day, and often work in different locations on a
fairly regular basis.

Do you have any statistics that show us whether in fact this is a
minimal or substantial element in the growth of the service sector?

Ms. NORWOOD. We do see in the microdata a shift in that sense.
Business sevices are becoming much more important. Some of them
are temporary, some of them are not, of course. Mr. Plewes per-
haps has something more he could add to that.

Mr. PLEWES. During the course of the recovery the personnel
supply industry has accounted for one out of every seventeen jobs
gained in the recovery, and 10 percent of the total job increase in
the service producing sector. It's quite a small industry. It started
out about 535,000 and it's now about 830,000. It's one of the fastest
growing industries that we have.

Representative LUNGREN. Have we had a chance to analyze what
that means? Would these people otherwise be taking traditional
permanent jobs, or are these people breaking into the labor force
for the first time desiring this type of employment?

Mr. PLEWES. We have some evidence from some studies that
were done back in 1979 that both things were happening, that
some industries are indeed shifting to temporary help as a substi-
tute for permanent employees because of perhaps trying to avoid
some of the costs of fringe benefits of more permanent employees,
but others are simply responding to the needs of workers, particu-
larly workers who want to work on a part-time basis, to have this
kind of employment. So you see both demand and supply pushing
it.

Representative LUNGREN. But are we seeing a substantial in-
crease in that sector?

Mr. PLEWES. Absolutely.
Ms. NORWOOD. One of the results or effects of that may well be

that some of the employment that we might have been seeing in
manufacturing is being reported in the business services industry.
That is, rather than hiring more people on a permanent basis, em-
ployers may be using temporary help more frequently.

Representative LUNGREN. Ms. Norwood, as you noted in. your tes-
timony, the survey week for the month of May fell rather early
and you indicated that that might provide some basis for an over-
statement in the employment gains for May. These gains of
890,000, based on the other figures we have seen in prior months,
appear to be staggering.

Do you feel that the fact that it fell early in the month is a
major factor in explaining the impressive seasonally adjusted May
data, or do you think that the data, even taking that into account,
expresses real, substantial improvements in the employment pic-
ture in the month of May?

Ms. NORWOOD. Well, as I said in my statement, I do believe that
there is very strong employment growth, perhaps not 890,000 but
somewhere between what the two surveys are showing. It's not en-
tirely a question of seasonal adjustment, although there are cer-
tainly problems of that kind at this time of the year.

Representative LUNGREN. Don't we experience these problems
every May?
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Ms. NORWOOD. Well, yes, but generally June and January are the
2 months for which it is hardest of all to adjust. On the unemploy-
ment side, the fact that the survey week was early could have had
some effect. However, a review of the data by individual age of the
workers shows that most of the improvement in unemployment
was among the 25- to 54-year age group who are not typically part
of seasonal expansion. There was some improvement in unemploy-
ment for the 20- to 24-year age group, who could have been perhaps
affected by seasonal adjustment, or during the survey week might
have been out of the labor force and would come in later, but the
bulk of the improvement in unemployment is clearly among the
mature age workers.

Representative LUNGREN. Senator Proxmire.
Senator PROXMIRE. Thank you, Congressman.
Commissioner Norwood, the most startling development we have

here seems to me to be in the statistical contrast between the
household survey and the business survey. That's a very, very stun-
ning difference. You report that in the household survey employ-
ment in May grew by 890,000 which was an unusually large in-
crease for one month, much bigger than the increase in jobs report-
ed by the payroll survey. You comment that seasonal factors may
have overstated the May figures.

Can you tell us by much much and is the drop in unemployment
also overstated possibly?

Ms. NORWOOD. Let's take employment first. That's the more diffi-
cult number really in this month. There is certainly a surge in the
household survey, almost 890,000. we have had such surges before.
In fact, we don't have to go back very far. In the month of Febru-
ary we had a 700,000 increase in employment.

Senator PROXMIRE. This is much bigger than that. This is
890,000.

Ms. NORWOOD. I realize that.
Senator PROXMIRE. Is this the biggest in recent years?
Ms. NORWOOD. It is very large, there's no question about it. As I

said I my statement, I think it may be somewhat overstated.
But I would point out that we generally have in the household

survey sometimes a large increase followed by more moderate in-
creases thereafter. For example, in January--

Senator PROXMIRE. Could I interrupt to say that what I'm con-
cerned about is the contrast between the business survey which is
relatively modest, 230,000, and the household survey which is
almost three times as big, 890,000-more than three times as big.

Ms. NORWOOD. Yes, Senator Proxmire. That's what I was getting
at. What we have had in the past in the household survey fre-
quently is roughly an increase of 250,000 to 300,000 jobs and then a
surge of some 700,000. This time it's 900,000. It's possible that next
month there will be a somewhat smaller increase. I don't know.
One needs really to average this over a period of several months in
order to come up with a more valid figure.

The establishment survey, on the other hand, tends often to un-
derstate new employment, new firms coming into being, which is
where a lot of the new employment develops. We do think that we
have a fairly good statistical procedure to adjust for that bias, but
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we can't be sure about it, and I think we just need to take the data
over a period of several months before deciding where we are.

On the other side, the unemployment side, it is possible that be-
cause the survey week was early that there were fewer young
people coming into the labor force looking for work, and that they
would show up next month, except that when you look at the data
by age group, there was practically no drop in unemployment
among the 16- to 19-year-olds, which is where you would expect to
find it if there were indeed a serious seasonal adjustment problem.

There may have been some overstatement because of the 20- to
24-year age group, but as I said before, most of the drop in unem-
ployment was among the 25- to 54-year age group.

Senator PROXMIRE. Well, wouldn't it follow that if there's an in-
crease in employment by almost 900,000 and that is overstated, if it
is, there would also be an overstatement of the improvement in un-
employment?

Ms. NORWOOD. Well, the labor force would be affected but, as you
know, Senator Proxmire, we do measure employment and unem-
ployment separately, and the fact that a person responds that he or
she is employed means that it would be very unlikely that that
person, if there were some error, would reply that he or she was in
fact unemployed.

Senator PROXMIRE. I might point out also that the bias that you
mentioned from undercounting new firms in the payroll survey
should have been reduced in May because the payroll survey un-
derwent its annual revision. Isn't that right?

Ms. NORWOOD. Yes, that's correct, except as you know, the bench-
mark is back in March 1983. So March 1983 was the time of the
benchmark. And, by the way, we are very proud of the fact that
we've made some very important improvements in that benchmark
in getting the quarterly reports on wages and salaries more quickly
in order to use more of it in the benchmark process. We do have an
adjustment factor for new firms since March and I think probably
we do a pretty good job of that.

All I was doing was trying to point out all the possibilities. The
truth is probably employment is truly somewhere between those
two numbers.

Senator PROXMIRE. Let me ask a political question. The civilian
unemployment rate which fell to 7.5 percent in May, as I pointed
out earlier, is now at the same level as it was in January 1981
when President Reagan took office.

How do jobless rates now compare with those in January 1981
for each worker group-that is, adult men, adult women, whites,
blacks, Hispanics, white teenagers, minority teenagers, and so
forth? Are they about the same also, or has there been-I think
that if I could anticipate your answer a little-that adult men and
adult women is about the same, but that blacks are worse off-sig-
nificantly worse off.

Ms. NORWOOD. Teenagers are about the same. Adult women are
about the same. Adult men are slightly higher now than they were
then, 6.5 compared to 6.1. The white population is somewhat lower
than it was, 6.4 compared to 6.7; and the black population is still
above the level of January 1981 by a considerable amount; and His-
panics are about the same.
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Senator PROXMIRE. And then for the record, but you don't have
to give it to me orally now, but for the record, would you provide
jobless rates of the 10 largest States compared to those of January
1981?

Ms. NORWOOD. Certainly.
[The following information was subsequently supplied for the

record:]

UNEMPLOYMENT RATES, SEASONALLY ADJUSTED, FOR 10 LARGEST STATES

January 1981 May 1984

California.................................................................................................................................................a.. 7.3 7.7
Florida.....................................................................................................................................................F . 6.0 6.4
Illinois...................................................................................................................................................... .9.0 9.1
Massachusetts.......................................................................................................................................... .5.4 4.1
Michigan.................................................................................................................................................. 12.7 11.7
New Jersey ...................................................... 7.6 5.7
New York ...................................................... 7.7 6.7
Ohio ...................................................... 9.6 10.2
Pennsylvania............................................................................................................................................ .8.0 9.1
Texas....................................................................................................................................................... .5.3 5.7

Senator PROXMIRE. Now how much of the employment growth
since the trough of the recession can be traced to increased expend-
itures on defense? I understand real defense purchases have risen
25 percent in real terms, allowing for inflation, between 1982 and
1983. That undoubtedly increased employment. Can you give us
some notion of how much?

Ms. NORWOOD. We don't know. We have tried, Senator Proxmire,
to track that by looking at the establishments that have defense
contracts. It's a very difficult thing to do because, as you're much
more aware than I of the methods of financing and so on, there is a
lot of subcontracting that goes on.

Senator PROXMIRE. Is it fair to make a rough approximation
taking, say, not $25,000 a job because they would probably cost
more to get a job in defense, but say $50,000 a job, an then compute
the amount of money spent and then figure out the number of jobs
that might be the result of that increase? If we do that-I haven't
made the calculation, but I think we would have a very, very sub-
stantial part of the improvement.

Ms. NORWOOD. I assume you are making no allowance for materi-
als costs or all of the other costs that would be involved. I don't
quite see how you can use the salary cost.

Senator PROXMIRE. Well, making an allowance for it, the average
defense worker isn't making anything like $50,000, as you know,
but for each job I think it's close to that for defense. It's maybe
$25,000 in other areas.

Ms. NORWOOD. I really don't know, Senator Proxmire. It's quite
clear that many of the establishments with defense contracts have
had increased employment. How much of this is related to that, I
don't know.

Senator PROXMIRE. My time is up. I'll be back.
Representative LUNGREN. Thank you, Senator. I thought that

might be something I could pursue. I'm not sure you're suggesting
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we should have higher defense spending here to reduce unemploy-
ment. President Kennedy's approach was to spend 50 percent of
the national budget on defense and thereby get rid of unemploy-
ment. I'm not sure that's what we want to do.

Senator PROXMIRE. That's an exaggeration.
Representative LUNGREN. Forty-eight percent, I think it was.
Commissioner Norwood, you've already mentioned the Bureau

has completed its annual revision of the establishment survey data.
Can you tell us what it showed us? Did it in any way contradict the
growth in employment that we have seen? Isn't it simply a refining
of the month-to-month data?

Ms. NORWOOD. Yes, it is, and it actually raised the employment.
Mr. Plewes, who is responsible for all that, knows it much better
than I.

Representative LUNGREN. Mr. Plewes.
Mr. PLEWES. There were three things done in the revision that

we had this time. One is the usual benchmark adjustment which is
to adjust the estimates to what we might call a complete census of
employment that was available to us as of March 1983. So we ad-
justed the series to that point and then we were also able, because
of some improvements the Commissioner was talking about, to
make some estimates of what the second and third quarter com-
plete counts showed for employment.

We also have refined the method we use for adjusting for the
lack of ability to capture new firm growth-we call it the bias ad-
justment and we reseasonalized the data.

The net monthly effect, on average, was, to add 37,000 to employ-
ment over the March 1983 to March 1984 period. So we had essen-
tially understated the amount of employment growth in the estab-
lishment survey prior to our latest benchmark. However, the
benchmark revisions didn't change the pattern very much.

If you look at the difference between the estimates before revi-
sion and as revised for February 1984 which was the last month for
which we published the unrevised data, the difference was about
472,000. Employment not only increased but it also brought the es-
tablishment series at that time closer to the household survey.
That's one thing we've been talking about for some time.

Representative LUNGREN. You have given us these figures from
month-to-month, and now, after an 18-month period, you make
your adjustment. As you look back and see if in fact there was any
substantial departure from trends or statistical data that we re-
ceived, is it correct that you missed by about 37,000 on the short
side?

Mr. PLEWES. On a monthly basis.
Ms. NORWOOD. Overall, on the aggregate. Of course, there were

some differences within industries. We re rather lucky, we think,
in that we have in the quarterly report of wages and salaries,
which is basically the tax form reporting unemployment insurance,
a total universe of all employment that is covered by our survey,
nonagricultural employment. And so we are, after the fact, always
able each year to go back and be sure that we have not missed the
mark.

Representative LUNGREN. Madam Commissioner, I know we can't
draw a strict corollary between the growth in the economy, the
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GNP, and employment, but I would appreciate your views on the
following question.

During the first quarter of 1984 the economy grew at an 8.8-per-
cent annual rate, and in April the composite index of leading eco-
nomic indicators rose 0.5 percent. Commerce Under Secretary
Sidney Jones was quoted last week as saying that he expected a 4-
percent growth rate for the current quarter.

Would this growth rate that the Under Secretary projected be
consistent with the data we're seeing on the continued widespread
increases in employment?

Ms. NORWOOD. It's complicated to some extent by the large
growth in hours of work in factories that we have had over recent
months because, to the extent that hours are expanded, there is
less actual new employment occurring. So it's a little bit difficult to
look at a direct relationship.

Representative LUNGREN. You did indicate in your statement
that after an unusually large increase in April, which we referred
to in last month's hearing, the average workweek of production or
nonsupervisory workers on private nonagricultural payrolls de-
clined 0.2 hour in May. The average workweek in manufacturing
also returned to its March level.

Can we draw any conclusions from just one month's statistics?
Ms. NORWOOD. Well, as I've said many times here at this hear-

ing, I believe that one of the things we all need to be careful about
is putting too much emphasis on a single month. What we seem to
have here and have had over the last 18 months however, is a
trend, and that trend is toward very strong employment. In manu-
facturing, even though as we had a decline in hours reported in
our official press release of the Bureau this morning, we did have a
phrase that said that the factory workweek has averaged 40.8
hours for the last 9 months, and this is the highest sustained level
since 1973. So we do have a really high factory workweek.

Representative LUNGREN. What does that mean in terms of the
prospective employment picture?

Ms. NORWOOD. Well, it would seem to me that it means that em-
ployers are this time around being extremely careful about making
certain that they are using their work force as efficiently as they
can and are therefore improving their financial positions generally,
because by extending the hours of workers the labor cost generally
is reduced. And I guess we could expect that if these hours are
used more effectively, if the employees therefore are used more ef-
fectively, that this will show up in improved productivity.

Representative LUNGREN. Thank you, Madam Commissioner.
Senator Proxmire.
Senator PROXMIRE. Madam Commissioner, Congressman Lungren

has pointed out that the rate of inflation as measured by the CPI
has fallen compared to 2 years ago, although recently the deficits
and the strong recovery has been pushing the inflation rate back
up. But there is a problem here which is shown in part in this
chart. What this chart shows is that during the years 1976 to 1980
inflation rose more rapidly than interest rates did and we had neg-
ative interest rates. Now we have the opposite effect. We have real
interest rates which are very high, that is, interest rates have risen
much more rapidly than inflation has; and that seems to me would
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suggest, or would it, that housing, for example, would be substan-
tially higher than it is with new starts running well over 2 million
per year if we didn't have such high real interest rates, and that
the housing recovery is likely to be in difficulty if interest rates
continue to rise as they have in the past. Isn't that a logical conclu-
sion?

Ms. NORWOOD. It's clear that the housing industry is very much
affected by interest rates and that as interest rates go up it be-
comes harder for people to buy houses and, therefore, for the indus-
try to sell them and, therefore, there are fewer of them that tend
to be built.

Senator PROXMIRE. Now the unemployment rate among blacks
was 15.8 percent in May compared with 16.7 at the beginning of
this year. So the unemployment rate did improve during this year
for blacks. But since January 1981 the unemployment rate for
blacks has been much, as you said, it was 14.4 percent in 1981; it's
15.8 percent now.

In contrast, the overall unemployment rate for whites was 6.4
percent last month, about the same as before the recession.

So the black unemployment rate is nearly 2.5 times as high as
the rate among whites.

What explains the difference in employment opportunities for
blacks and whites during this recovery? Why has it gotten worse?

Ms. NORWOOD. I'm not sure. I can tell you what you already
know, which is that our black population frequently lives in areas
where the employment situation is not so good-central cities,
some of the industrialized areas of the country where there is stili
not very much employment growth.

Senator PROXMIRE. Is that a hunch or have you made an analysis
of that?

Ms. NORWOOD. Pardon me?
Senator PROXMIRE. Is that a hunch or have you made an analysis

of that, because it's my understanding that in some parts of the
country-certainly in the South, for example-the blacks live in
rural areas and in small town areas too.

Ms. NORWOOD. Well, that's a somewhat different and an added
problem and that is that in rural areas, for both blacks and whites,
there's a lot of underemployment which is very difficult to meas-
ure. But I was thinking in particular about some of the industrial-
ized areas where unemployment rates are still on the high side.
They have come down since the recession certainly, but they are
still higher than we would like to see them.

Senator PROXMIRE. Well, how does this compare with previous re-
coveries? Have they tended to close more of the gap between white
and black unemployment?

Ms. NORWOOD. I'll tell you that in a moment. If we compare the
unemployment situation between the 1975-76 recovery and now,
we have had a much steeper reduction in unemployment among
blacks now, really three times more, and also when we look at the
employment totals we find, for example, that from November of
1982 until May the black population had an increase of 10.5 per-
cent in employment. From March 1975 to September 1976, they
had an increase of 5.2 percent in employment.
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I think that part of the problem is that blacks, who have always,
as we know, had very high unemployment rates and difficulties
during a recession experienced no improvement subsequent to the
1980 recession. Whites, on the other hand, experienced a partial re-
covery from the summer of 1980 to the start of the recession in
July 1981.

Senator PROXMIRE. How many young workers are expected to
enter the labor force this summer? Do you have any statistics on
that?

Ms. NORWOOD. Yes, we have just issued a release which Mr.
Plewes can tell you about.

Senator PROXMIRE. Is it up from past years?
Mr. PLEWES. It's smaller than in past years as a result primarily

of the lower birth rate.
Ms. NORWOOD. There are fewer youth.
Mr. PLEWES. There are fewer youth in the population this year

and so we are expecting a smaller increase from spring to summer
in the youth labor force than we had last year.

Senator PROXMIRE. What proportion of teenagers working for the
summer have jobs in the public sector?

Mr. PLEWES. Last year, about 9.6 percent worked for the public
sector. For young blacks, however, that figure was about 25 per-
cent.

Senator PROXMIRE. About 25 percent for blacks and about 10 per-
cent for all?

Mr. PLEWES. Yes.
Senator PROXMIRE. How will the number of youth jobs available

from the Government programs this summer compare to last year?
Mr. PLEWES. We have information from the Employment and

Training Administration that suggests that the number of jobs in
the Government programs will be somewhat smaller. We don't
have the figures.

Ms. NORWOOD. We can supply that for the record.if''
Senator PROXMIRE. Can you tell us also how much teenagers

typically earn in summer jobs-minimum wage or what?
Ms. NORWOOD. We would have to ask the Employment Training

Administration who administers some of those summer youth pro-
grams. I'm not sure whether that information is available, but we
will try to get it.

Senator PROXMIRE. One of the reasons I ask is I wonder if there's
any evidence that private employers would hire many more teen-
agers if they could pay them less.

Ms. NORWOOD. We don't have any information on the summer
youth programs. They are administered by other parts of the De-
partment. I'm sure the Department has some information and we
would be glad to request it to be submitted in the record.

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

The Employment and Training Administration indicates that all participants in
summer jobs programs earn $3.35 an hour.

'See p. 208, par. 10, for Mr. Plewes' response.
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Senator PROXMIRE. I would appreciate that. My time is up.
Thank you, Congressman.

Representative LUNGREN. Thank you, Senator.
Commissioner Norwood, when we think of the unemployed, per-

haps the lay person usually thinks of the job losers: those who have
jobs and then been laid off permanently or temporarily from those
jobs.

What other groups are actually included in the category of un-
employed?

Ms. NORWOOD. I'm sorry. I didn't quite grasp that.
Representative LUNGREN. Most people think of the unemployed

as only the job losers. What others do you count in your figures?
Ms. NORWOOD. As we move forward into the recovery an increas-

ing proportion of the unemployed are persons who leave their job
because they want better jobs. As the economy improves, they
become more optimistic so the number of job leavers tends to go
up.

We also have a large number of people every month who enter
or reenter the labor force. That is, new entrants are generally
young people coming into the labor force for the first time. Reen-
trants are people who had been in the labor force at some time in
the past, left it, and then have come back into it. So there always is
some unemployment because of people coming in to the labor force.

Representative LUNGREN. What percent of the unemployed are
job losers-those who have been laid off from their previous em-
ployment?

Ms. NORWOOD. About half-51 percent are job losers.
About 14 percent of the unemployed, or about one-fourth of the

job losers are persons who are in layoff waiting to be recalled.
Representative LUNGREN. How does that compare with the

trough of the recession?
Ms. NORWOOD. It's much lower. The number of job losers is clear-

ly much lower.
Representative LUNGREN. Is that something you would normally

expect at this point in the recovery?
Ms. NORWOOD. Yes. In November 1982, there were about 7.4 mil-

lion unemployed job losers. In May, there were 4.3 million.
Representative LUNGREN. As Senator Proxmire indicated. We're

all concerned particularly about the youth unemployment and
black youth unemployment. Sometimes when you speak to small
business people and you ask them why they are not participating
in a particular Government-sponsored program they cite the formi-
dable amounts of paperwork. "I can't be bothered with paper-
work," they say. That concerns me because it strikes me that the
small business sector certainly has potential to supply youth em-
ployment. I wonder if you could give us a rough estimate of what
proportation of the youth working in the private sector are em-
ployed by the small business community. Do we have those types of
figures?

Ms. NORWOOD. I don't think we have that kind of information. I
can tell you that more than half of the people who are employed
are working in relatively small establishments and it depends, of
course, on how you define a small establishment.



204

Representative LUNGREN. The reason why I would find that help-
ful is that oftentimes in the Congress when we're trying to deal
with questions of employment growth, the first thing we think of is
the large corporations with their great numbers of employees. But
if you really delve into it and see where the growth in jobs is
taking place in our economy, it's not essentially with the large
firms. It's with the small and medium firms. I'd like to make sure
when we make decisions here in the Congress that we keep that in
mind. Any data you could give us on that would be most helpful
and most appreciated.

Last Tuesday, the BLS released its revised estimates of produc-
tivity for the first quarter of 1984. We define productivity as simply
the measure of the volume of goods and services the economy pro-
duces in a unit of paid time.

What happened to business productivity during the first quarter
of 1984?

Ms. NORWOOD. Business productivity was up almost 4 percent
over the preceding quarter. That's because of the really extraordi-
narily high output increase.

Representative LUNGREN. What was extraordinarily high?
Ms. NORWOOD. Increase in output, as well as some of the other

developments that we've talked about here in terms of employ-
ment.

Representative LUNGREN. What can you tell us about the rela-
tionship between the trend of productivity and the labor market? I
often hear Congress worrying about the bottlenecks or capacity
constraints that may develop in the economy even before the recov-
ery gets underway.

Ms. NORWOOD. Well, there clearly are relationships because the
more productive the work force, the less difficulty you have. There
are no general indications of bottlenecks that we can see. I'm sure
there are shortages of particular skills or particular skills in par-
ticular locations, but there is nothing suggesting that there is a se-
rious problem that I see.

Representative LUNGREN. Is there data that you could look at
that would give you those indications?

Ms. NORWOOD. Well, I think that what people tend to do is to
look at capacity utilization figure and if they show a large increase
in capacity utilization one does need to look behind those figures to
see what they are actually representing, and, in addition, we look
at the labor force data that we have and we can see that we do still
have 8.5 million people who are unemployed.

The question is, are those the people with the skills that are
needed and in the places where they are needed.

Representative LUNGREN. Thank you.
Senator Proxmire.
Senator PROXMIRE. Madam Commissioner, employment growth

has varied widely by industry over the course of this business cycle.
As you point out, the services industry never really stopped grow-
ing, while the manufacturing sector suffered heavy losses during
the downturn and overall recovered about two-thirds of the lost
jobs during the recovery.

Can you tell us which industries have regained less than half of
their job loss during the recession?
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Ms. NORWOOD. Yes, I can. Employment in the oil and gas extrac-
tion industry is down. They have lost workers during the recovery.
It was late in going into recession and it still is down.

Senator PROXMIRE. Steel?
Ms. NORWOOD. Stone, clay and glass products has regained just

over half its job loss. Primary metals, fabricated metals, and ma-
chinery are still down below 50 percent. So are food manufactur-
ing, tobacco manufacturing, chemicals, petroleum, coal, and
leather.

Senator PROXMIRE. I'm talking about industries that have re-
gained less than half of the jobs lost during the recession.

Ms. NORWOOD. Yes.
Senator PROXMIRE. These are all in that category?
Ms. NORWOOD. These are less than 50 percent.
Senator PROXMIRE. OK.
Ms. NORWOOD. Also textiles which I don't think I mentioned.
Senator PROXMIRE. Have any industries failed to add jobs since

the recovery began?
Ms. NORWOOD. Yes. There are a couple of negatives. Mining, in-

cluding oil and gas extraction, and petroleum and coal products
manufacturing.

Senator PROXMIRE. Within the manufacturing sector, which in-
dustries have higher employment levels than they did prior to the
recession?

Ms. NORWOOD. Lumber and wood products.
Senator PROXMIRE. I didn't realize that. That's encouraging.

Lumber and wood products have more people at work now than
before the recession began?

Ms. NORWOOD. Yes. They have regained 122 percent of their re-
cession loss, as have furniture and fixtures. Electrical and electron-
ic equipment are at 180 percent. Motor vehicles equipment are at
127 percent, and rubber and plastics manufacturing is at 169 per-
cent.

Senator PROXMIRE. Have the unusually high levels of hours in
overtime that seem to me last month you told us was at a 20-year
high over time--

Ms. NORWOOD. Yes.
Senator PROXMIRE. Has that led to added employment as is gen-

erally the pattern?
Ms. NORWOOD. I think we have had increased employment along

with that.
Senator PROXMIRE. And this last month, what happened appar-

ently was that the people who had been working overtime-over-
time was reduced somewhat and employment increased sharply. I
take it that that was, in part, because employers are now adding
people instead of simply working their employees overtime.

Ms. NORWOOD. That's a possible explanation, but another one is
that we had an unprecedented increase last month and if we look
at it over a period of several months we still have very high factory
hours and that 1 month perhaps is something that we should not
focus too much attention on.

Senator PROXMIRE. Is there any evidency that employers are re-
lying on temporary workers to fill these new jobs?
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Ms. NORWOOD. We don't have any hard evidence on that. Our in-
spection of the microdata suggest that some of the employment in-
crease that we talked about earlier in the business services indus-
try is from temporary help services, but there's another kind of ac-
tivity that is going on and that is that some of the financial serv-
ices, for example, that would normally have been done by a factory
employer hiring people say to do his payroll is being done on con-
tract. So there is both contract employment going on and--

Senator PROXMIRE. Is that an indication of employer uncertainty
about the duration of the recovery?

Ms. NORWOOD. Not necessarily. Some of it, probably yes. But
some of it is just that there are more sophisticated ways of doing
things and ways that are more cost effective. But I do believe that
there is some evidence of caution.

Senator PROXMIRE. Now while compared to the years of inflation-
ary shocks recent price changes have been moderate, the April in-
crease in the Consumer Price Index rose at an annual rate of 6 per-
cent as broadly based, especially large increases were evident in
housing utilities like electricity, fuel oil, and natural gas and the
telephone services. Rising raw material costs are also beginning to
put pressure on producer prices.

Can you point to other likely sources of inflationary pressure in
the months ahead?

Ms. NORWOOD. I am not aware of any particular sources. We are
always concerned about the fluctuating situation with food prices.
You only need some natural disaster, to raise food prices and, as I
understand it, the Agriculture Department is still suggesting
higher rates of food price increase over the coming year. Energy
prices seem to be behaving themselves and, as you know, it was
energy and food that really pushed up prices so much during the
decade of the 1970's and it is energy and food which were responsi-
ble for bringing down the CPI.

Senator PROXMIRE. How about the big inflationary push that
usually comes from wages? Would annual CPI increases in the 6-
percent range be likely to touch off a new wage-price spiral?

Ms. NORWOOD. Wages have been accelerating at a very moderate
rate in the last year or so, almost by any measure that you look at.
If you look at our employment cost index which is probably the
best wage measure, and look at the compensation which includes
fringes, you're roughly at a somewhat less than 6 percent rate of
increase. We would not expect a tremendous push to come from
that.

In determining what will happen, we need to look at what the
settlements will be in some of the major agreements that are
coming up for renegotiation. If those agreements result in very
high adjustments, that will have an effect on the wage cost.

Senator PROXMIRE. Would that happen this summer?
Ms. NORWOOD. I believe so.
Senator PROXMIRE. Are the settlements coming up?
Ms. NORWOOD. Some of the major ones are coming up, yes, and

as you know, there's a lot of discussion about that. But at the
moment; our wage costs, as measured by the ECI, are in the 5- to 6-
percent range and that's about where the other indicators are as
well.
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Senator PROXMIRE. My time is up again. I'll be back.
Representative LUNGREN. I would like to direct a couple ques-

tions to Mr. Dalton.
Mr. Dalton, what was the increase in the producer price index

for finished goods from March to April?
Mr. DALTON. It was unchanged.
Representative LUNGREN. You said it was unchanged, a zero in-

crease?
Mr. DALTON. Yes.
Representative LUNGREN. What happened to the Producer Price

Index for finished consumer goods?
Mr. DALTON. That was down one-tenth of 1 percent.
Representative LUNGREN. The concern that we all have about in-

flation, of course, is a continuing one. We have a chart here which
shows the Consumer Price Index over the last number of years
using the figures supplied by the Department of Labor. Do you feel
that the figures that are portrayed on that chart are a pretty accu-
rate indication of the impact of price increases on the consumer?
Are we pretty well satisfied that we've got a CPI that relates, gen-
erally speaking, to the impact of prices on consumers in the United
States?

Ms. NORWOOD. Yes, I believe so. The CPI for all urban consumers
is a very good measure of the price of the market basket of goods
and services that people buy. Now it is based, of course, upon a
base period and we are in the process now of-assuming that our
budget proposals that are before the Congress go through-of con-
tinuing the revision and updating of the Consumer Price Index
market basket as well as other things.

Representative LUNGREN. These figures trace inflation from its
double-digit levels several years ago to its present level, where it
has been running below 5 percent for the last couple of years. Are
you satisfied that these figures are an accurate reflection-to the
extent we can have reflections in a statistical universe-with so
many variables-of the impact of price increases on the consumers
of America?

Ms. NORWOOD. Yes, I believe so, particularly with the new hous-
ing component in the Consumer Price Index for all urban consum-
ers, which as you know will be changed in the Consumer Price
Index for wage earners and clerical workers in January.

Representative LUNGREN. Ms. Norwood, I would just like to
touch for a moment on the private sector's ability to create jobs. I
wonder, based on the Bureau's seasonal adjustment factors, if we
can get any idea of the number of seasonal summer jobs that pri-
vate American business usually creates for young people. How
large is the work force of young people entering the summer job
market? Also, based on past experience, how many jobs will be cre-
ated for young people?

Mr. PLEWES. We expect to have 3.8 million young people between
16 and 24 years of age coming into the labor market this summer-
between April and July. We expect, based on past experience, that
most of these young people will find jobs, although a number of
them won't.

Ms. NORWOOD. That's if past history holds up.
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Mr. PLEwEs. If past history holds. This is a smaller increase than
we have had in previous years.

Representative LUNGREN. What number of unemployed young
people would we expect, based on past history? You say we're going
to have about 3.8 million entering the job force, most of them being
unemployed. If trends run the way they normally do, what number
are we talking about that would be seeking jobs during that period
of time but unable to obtain them?

Ms. NORWOOD. Well, first, we have a teenage labor force that is
relatively flat. That is, it's not going up in the way that it had been
going up in previous years. Over the last year, the whole teenage
labor force really--

Representative LUNGREN. I'm really trying to look at the other
side of the coin. We've talked about how many will be coming into
the work force and how many expect to find jobs. How many, based
on past trends, would be unsuccessful in finding jobs?

-Ms. NORWOOD. I'm not sure that we have information really.
What we could do for the record, if you like, is go back over previ-
ous years and look at the summer change in unemployment among
teenagers. It's difficult to project because there are so many
changed positions.

Representative LUNGREN. The reason I asked that question is
that another section of the Department of Labor, in their proposal
for the Youth Employment Opportunity Wage Act, which I might
incidentally mention has been endorsed now by the Black National
Mayors Association. Estimates that this act could create 400,000
jobs for youths during the summer.

I'm trying to gauge the impact of such an act on this group that
normally would be unable to find jobs. I don't know what numbers
we would be talking about; 400,000 sounds impressive to me, but I
don't know how that compares to the size of the group of people
who might otherwise not get jobs.

If I could get those figures I would certainly appreciate it.
Ms. NORWOOD. Yes. The 400,000 figure is an estimate made by

the Department and we can talk to the people who made that and
perhaps see whether they have some further calculation.

Mr. PLEWES. Could I take this time to correct something I said
before? The number of youth jobs available from Government pro-
grams this summer will be the same as last year, not less.

Representative LUNGREN. Senator Proxmire.
Senator PROXMIRE. I have just have one more area I would like

to cover. This relates also to the cost of living. We discussed wages
and food prices and so forth. There's another very serious area of
inflationary threat and pressure it seems to me. Mortgage interest
rates are rising and posing serious inflationary burdens on home-
buyers and millions of families who have adjustable rate mort-
gages. As you know, that's a new trend and a very large and in-
creasing proportion of people do have adjustable rate mortgages.

How well does the Consumer Price Index capture such increases
since it is new?

Ms. NORWOOD. We believe that the Consumer Price Index for all
urban consumers which has basically a cost of shelter approach
does capture in general the increases in all of the costs.
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The old homeownership component is very much affected both by
the changes in FHA house prices-and that's a rather small data
base-and by mortgage interest rates that do not include the vari-
able rate mortgages because the old concept did not do that. And
that's one of the reasons that we prefer, now that there has been
this shift, to look at the new housing component.

Senator PROXMIRE. The most common measure, that CPI-U, now
uses a rental equivalents approach for its urban housing compo-
nent-rental equivalent instead of the other. How long does it gen-
erally take for higher interest rates to affect rent prices?

Mr. DALTON. We don't have any specific information about what
the pass-through time would be, but it would be with some lag be-
cause rental arrangements are typically for some period of time.

Senator PROXMIRE. How soon will the alternative measure, the
CPI-W, which still uses the traditional measure of calculating
home mortgage costs, begin to reflect the current rise in interest
rates?

Mr. DALTON. Almost immediately. It uses interest rates but not
variable rate mortgage instruments.

Senator PROXMIRE. It doesn't reflect the variable rate mortgages?
Mr. DALTON. No.
Ms. NORWOOD. No, it does not, Senator Proxmire, and that's an-

other reason that we became so concerned.
Senator PROXMIRE. Isn't that a defect in it then in view of the

widespread use of adjustable rate mortgages?
Ms. NORWOOD. Yes, indeed.
Senator PROXMIRE. Can you fix it?
Ms. NORWOOD. It took us a couple years to get acceptance of the

fact that it really needed to be changed and almost 3 years ago we
announced the change and we have successfully had a modernized
approach in the Consumer Price Index for all urban consumers,
but we did feel that we had to provide 3 years of notice to users.

Senator PROXMIRE. So in the meantime, the actual inflation suf-
fered by the American people is being understated. Instead of being
what you say it is, it's a little higher because you don't reflect the
increase in adjustable rate mortgages which are going up.

Ms. NORWOOD. No, not in the Consumer Price Index for all urban
consumers. There's a difference in the home mortgage components
between the two indexes and there's a difference, by the way, be-
tween the two indexes.

The CPI-W, the old wage earner index, is showing a considerably
lower rate of increase than the CPI-U.

Senator PROXMIRE. What do we get? CPI-U? What's reported to
us?

Ms. NORWOOD. The CPI-U is the broader index which covers
about 80 percent of the population and it is the CPI-U--

Senator PROXMIRE. The CPI-U reflects the adjustable mortgages?
Ms. NORWOOD. Yes. It reflects it, of course, through the cost of

shelter approach.
Senator PROXMIRE. And the CPI-U is the rate that's used in ad-

justing wages usually and so forth, is that right?
Ms. NORWOOD. No.
Senator PROXMIRE. The CPI-W is?
Ms. NORWOOD. That's correct.
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Senator PROXMIRE. OK.
Ms. NORWOOD. The homeownership component in that index will

be changed in January.
Senator PROXMIRE. I see. So there's a lag involved here and there

will be an understatement then in the CPI-U. Is that right?
Ms. NORWOOD. Not necessarily.
Senator PROXMIRE. Well, if you assume that the variable interest

rates are going up and that the adjustable mortgage rates are
going up, which all the evidence I've seen says they are--

Mr. DALTON. But a good number of the adjustable rate mortgages
go up in years subsequent to the first year. What we would be cap-
turing are rates for the first year in adjustable mortgages. They
can actually be going down because of things like buy-downs. They
will go up in subsequent years. The CPI-W attempts to exclude
those mortgages for precisely that reason. The concept is based on,
and requires knowing in advance, what the total interest cost over
half the life of the mortgage will be.

Now, for that reason, we use fixed rates in the CPI-W. Fixed
rates also will reflect, and probably more directly, current market
conditions as well. There isn't any reason to assume you're going to
be understating in the CPI-W.

Senator PROXMIRE. Well, the difficulty is that fixed rates affect a
far smaller proportion of the people.

Mr. DALTON. That's correct.
Senator PROXMIRE. Because at any one time only a small propor-

tion of people are buying homes. On the other hand, adjustable
rates, you pay it throughout the lifetime of the mortgage. The rates
go up constantly. With the fixed rate for 30 years you just have one
fixed rate when you buy your house. With the adjustable, they may
go up twice a year.

Mr. DALTON. That's correct.
Ms. NORWOOD. You're absolutely right, Senator Proxmire, and

that's why we felt so strongly that we had to do something about
improving and modernizing the homeownership component of the
Consumer Price Index.

Senator PROXMIRE. But you say that there is or there is not a lag
at the present time?

Ms. NORWOOD. We have two indexes. One has been modernized.
The other, because of the traditional uses of the index, had to have
3 years notice. We have given that notice several years ago and in
January that shift will be made.

Senator PROXMIRE. Very good. Thank you very much.
Ms. NORWOOD. Meanwhile, one can compare the two homeowner-

ship components.
Senator PROXMIRE. Thank you, Madam Commissioner, and thank

you also for bringing us good news today, even though I think it's
not as good as it ought to be.

Ms. NORWOOD. We'd always like to see things better.
Representative LUNGREN. Thank you, Senator Proxmire.
Madam Commissioner, one of the things I wanted to ask you is

what is the number of individuals now working: The civilian em-
ployment figure?

Ms. NORWOOD. A little more than 105 million.
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Representative LUNGREN. And as I understand, that is the high-
est we have ever had?

Ms. NORWOOD. Yes.
Representative LUNGREN. Madam Commissioner, I also want to

thank you for appearing before us. One of the things that's im-
pressed me and my colleagues over the time that you've appeared
before us is that you have managed very successfully to avoid polit-
ical questions, which is appropriate. You give us pretty much the
unvarnished truth, and I think we all appreciate it.

I would just comment that I remember earlier this year when we
had that staggering increase in employment of 700,000 you admon-
ished us at that time to be cautious, that we should look at trends
and not just at individual months. Even with your caution I recall
those figures maintained themselves through the year. So, I'm
going to remain cautiously optimistic, while keeping in mind your
words of caution, that, in fact, this 890,000 figure might very well
hold up. If it doesn't, we still know there have been impressive
gains in this last month, as there have been for the last 18 months.

Senator PROXMIRE. If the Congressman would yield, I'm going to
remain pessimistically cautious. [Laughter.]

Representative LUNGREN. So, again, you can see we have reached
an accord here and somewhere in the middle we find you and we
appreciate it. Thank you very much for your testimony.

Ms. NORWOOD. Thank you.
Representative LUNGREN. The committee stands adjourned.
[Whereupon, at 10:55 a.m., the committee adjourned, subject to

the call of the Chair.]
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