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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, FEBRUARY 2, 1979

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 1202,

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

Present: Senators Bentsen and McClure; and Representative
Mitchell.

Also present: John M. Albertine, executive director; Louis C. Kraut-
hoff II, assistant director-director, SSEC; Richard F. Kaufman, as-
sistant director-general counsel; David W. Allen, William R.
Buechner, L. Douglas Lee, and M. Catherine Miller, professional staff
members; Katie MacArthur, press assistant; Mark Borchelt, adminis-
trative assistant; and Charles H. Bradford, minority counsel.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. It is 10 o'clock and this hearing will come to order.
Commissioner Norwood, I can recall last year some of the economists

were predicting a downturn in the fourth quarter of last year and then,
as time passed, because the economy kept moving, they said the re-
cession is going to be in the second quarter of 1979. Perhaps these fig-
ures you give us this morning will push them to the fourth quarter or
maybe they will try to say the fifth quarter.

The unemployment figures that we see today for January fell
slightly to 5.8 percent. That is pretty good news but what is really
good news is that the employment itself has increased sharply by
450,000.

We can compare the employment gain against the last 2 months'
average, about 250,000, that is roughly the monthly average for 1978,
a year in which the economy provided a spectacularly large number
of jobs.

The January employment figures would seem to indicate that the
strong employment gains made last year continue.

Commissioner Norwood, don't these figures read in the context of a
buoyant fourth quarter indicate that the economy may be stronger
than we have been led to believe?

I am also very happy about the employment gains of 100,000 made
by teenagers.

What happened to unemployment among teenagers is also encourag-
ing; the rate fell from 16.5 percent to 15.7 percent. While that number
bounces around a great deal, I think we can take a great deal of satis-
faction from the large drop in unemployment among young people.

- (1)
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Commissioner Norwood, you know that we are glad to have you
before us each month, but we are especially glad to have you when
you have a big smile, like you have this morning. Would you proceed?

STATEMENT OF HON. JANET L. NORWOOD, ACTING COMMIS-
SIONER, BUREAU OF LABOR STATISTICS, DEPARTMENT OF
LABOR, ACCOMPANIED BY ROBERT L. STEIN, ASSISTANT COM-
MISSIONER, OFFICE OF CURRENT EMPLOYMENT ANALYSIS;
AND KENNETH DALTON, CHIEF, DIVISION OF CONSUMER
PRICES AND PRICE INDEXES

Ms. NORWOOD. Thank you, Mr. Chairman.
First, let me introduce Mr. Robert Stein, our Assistant Commis-

sioner for Current Employment Analysis and Mr. Kenneth Dalton,
on my left, who is the head of our Consumer Price Division.

I am very happy, Mr. Chairman, to discuss the Employment Situa-
tion released with you this morning.

Total employment according to the household survey rose by 450,000
between December and January, continuing the pattern of strong
growth recorded in October and November. The employment-popula-
tion ratio reached a new alltime high of 59.3 percent. At the same time,
the labor force continued to increase and there were 5.9 million unem-
ployed persons. The unemployment rate was 5.8 percent in January,
not significantly changed over the month. The rate has been fairly
steady since August 1978.

The number of employees on nonfarm payrolls, as measured by the
establishment survey, also continued to expand in January. The in-
crease in payroll jobs over the month was 325,000. Manufacturing
industries added about 65,000 workers to their payrolls, a smaller in-
crease than in the prior 3 months. Construction employment also
showed a comparatively small increase in January. Most of the gain
in payroll jobs was in the service-producing sector, mainly in retail
trade.

Average weekly hours of production or nonsupervisory workers in
the total private economy edged down over the month. The index of
aggregate weekly hours, which reflects trends both in employment and
the workweek, also edged down as the decline in hours more than off-
set a gain of 180,000 in production worker employment. In manufac-
turing, however, the index was up slightly and overtime hours re-
mained at a comparatively high level.

The unemployment rate for all civilian workers-5.8 per-cent in
January-has been virtually the same for the past 6 months. The
employment expansion has been strong enough to absorb a rapidly
growing labor force, but has made no further inroads on the unem-
ployment rate. In recent months, jobless rates have also shown little
change for major demographic groups, including adult men and
women, teenagers, and black and white workers.

CHANGE OVER THE YEAR

Employment, as measured by the household survey, has increased
by 3.4 million from a year earlier. Although nonfarm payroll em-
ployment, as measured by the establishment survey, showed a slightly



3

greater expansion of 3.6 million from a year ago, it should be noted
that payroll jobs were temporarily reduced in early 1978 by the coal
strike. Nevertheless, the gain in employment over the past year has
been one of the largest on record, and has been reflected in all indus-
try groups with the exception of agriculture and the Federal Govern-
ment.

The unemployment rate has been reduced by 0.5 percentage points
over the year, with improvements recorded among adult men and
women. Although there was more improvement in the jobless rate
for blacks than for whites, in January 1979 the rate for blacks was
still more than twice that of whites. Black teenagers in the labor
force recorded a modest decline in unemployment, but in January
1979 their rate was still at the exceptionally high level of nearly 33
percent.

The civilian labor force has grown by nearly 3 million over the
year. Much of this growth was among women.

SOME PERSPECrIVES ON WORKING WOMEN

An unusually large number of women-16 and over-entered or
reentered the civilian labor force in the past year and by January
1979, 43 million women were in the labor force. A near-record, over-
the-year gain of about 1.8 million women accounted for nearly two-
thirds of the entire labor force increase. By mid-1978, one out of
every two women 16 years old and over was working or looking for
work, and the proportion has edged up further in recent months.

Most of the recent labor force gains, like most of those through-
out the 1970's, occurred among women under 35. Despite the pressures
of combining a job with family responsibilities, large numbers of
women 25 to 34 years old-71 percent of whom are mothers with
dependent children under 18 years in the home-continued to enter
or reenter the work force.

Increased labor force participation was accompanied by sharp em-
ployment gains with almost 2 million more employed women in Janu-
ary 1979 than in January 1978. Over half of the employed women
were in clerical and service occupations, the traditional fields of female
employment. As in the past, about 7 out of 10 employed women were
working full time, 35 or more hours per week.

The number of families with more than one earner has risen dramat-
ically. By March 1978, 27.5 million, 58 percent, of all husband-wife
families had more than one earner. In the vast majority-84 percent-
of these multiearner families, both the husband and wife were earners.

The growth in the labor force participation rate of women with
preschool-age children continued its upward trend. Nearly 2 out of
5 women in the labor force-about 16.1 million-have children under
1& Of these women, about 5.8 million have children under 6. In
March 1978, 42 percent of all women with preschool-age children were
in the labor force, compared to 30 percent in 1970.

In 1978, a record one in seven families was headed by a woman.
Since 1970, the net addition of over 2.6 million families of this type
has far outpaced increases registered in earlier decades. Today, women
who head families are younger than in the past, more likely to be



4

divorced, to have young children in the home, and to be in the paid
labor market.

More than 10 million children were in families where the father
was absent and 61 percent of these children had mothers who were
working or looking for work. As in the past, the total income of
today's families headed by women lags considerably behind that of
husband-wife families. The proportion who live in poverty-1 in 3-
far outnumbers the proportion of husband-wife families in poverty-
1 in 18.

PRICES, WAGES, AND PRODUCTIVI IN 1978

Last week, Mr. Chairman, the Bureau of Labor Statistics issued
three press releases reporting on developments at the end of 1978 in
consumer prices, major collective bargaining settlements, and produc-
tivity. I would like very briefly to put these data in some perspective
for the year 1978 as a whole.

PRICES

Prices at both the retail and the primary market levels rose con-
siderably more in 1978 than in the preceding year. The Consumer
Price Index for all urban consumers, CPI-U, and the Producer Price
Index for finished goods, PPI-the major measures of inflation pub-
lished by BLS-both rose about 9 percent from December 1977 to
December 1978, after increasing slightly less than 7 percent in 1977.
The 1978 advances in both the CPI and the PPI were the largest
for any calendar year since 1974.

The increase in the rate of inflation last year was particularly
marked for prices in the food, residential construction, and trans-
portation sectors of the economy. Price increases in most other sectors
either moderated or remained unchanged in 1978 compared with 1977.
Changes for clothing and some fuels were up less than in 1977 while
medical care costs increased at the same 8.8-percent rate.

Food prices, which had risen about 8 percent in 1977, were up
nearly 12 percent this past year. Much of this speedup resulted from
steep price rises for meats; in particular, beef and veal prices ad-
vanced more than 25 percent, reflecting the impact of several years
of liquidation of cattle herds. In the residential construction sector,
house prices rose more than 11 percent in the year ended in Decem-
ber 1978, mortgage interest rates were nearly 10 percent higher, and
construction material prices were up 11 percent.

These advances resulted partly from the unusually high levels of
residential construction activity during the year, as consumers in-
creasingly regarded houses as one of the best available investments
for protection from inflation. In spite of rapidly rising interest rates,
the availability of mortgage financing was sustained in part, because
of recent regulatory changes allowing thrift institutions to compete
more effectively for loanable funds.

Among other goods, prices for gasoline and home heating oil rose
steeply during the latter half of the year, as once-abundant inventories
were drawn down. Used car prices, which had dropped during 1977,
turned sharply higher in 1978. Prices for capital equipment and non-
food materials used in production generally rose somewhat more than
in 1977.
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WAGES

The major wage and compensation measures also increased at a
faster pace in 1978 than in 1977. Average hourly compensation, the
broadest measure which includes fringe benefits as well as wages and
salaries, rose more than 9 percent over the year. Wage and salary
earnings-as reported in the Employment Cost Index and in the Hour-
]y Earnings Index-went up about 8 percent in 1978. Major collec-
tive bargaining settlements in 1978 yielded first-year wage rate settle-
ments of about the same rate of increase as in 1977, although adjust-
ments over the life of the contract tended to be somewhat larger than
in the previous year.

Since the CPI rose more than the earnings indexes, the BLS real
earnings measures fell in 1978. Cost-of-Living escalator increases for
workers who received them under major collective bargaining agree-
ments during 1978 averaged 4.9 percent, offsetting 54 percent of the
rise in the CPI.

PRODUCTIVITY

Last Friday, the BLS reported on the changes in productivity
which occurred during the last year. Although productivity growth re-
covered somewhat in the latter half of the year from the very steep
decline in the first quarter, productivity rose substantially less in 1978
than it had in the previous year. In fact, the 0.4 percent gain was the
smallest rise since the recession year 1974 when productivity actually
declined 3 percent. Whatever gain we had in 1978 came from the manu-
facturing sector. When manufacturing is removed from the nonfarm
sector, productivity fell about 0.3 percent.

This disappointing productivity performance for the private busi-
ness sector, coupled with the sharp increase in hourly compensation,
had serious implications for unit labor costs, which accelerated to al-
most 9 percent in 1978, an increase very close to the consumer price
rise over the year.

SEASONAL ADJUSTMENT

Finally, Mr. Chairman, I would like to draw your attention to the
new table of alternative seasonally adjusted unemployment rates,
which is appended to my testimony. Over the past year, the Bureau of
Labor Statistics has done considerable research on methods for season-
ally adjusting the labor force series. The new table simplifies the pres-
entation of alternatives and introduces two new approaches.

We have reduced the number of alternatives presented for the stand-
ard X-11 procedure and added two new unemployment rate series
computed with the X-11-ARIMA method. X-11-ARIMA, developed
by Estela Dagum and used officially at Statistics Canada, is an exten-
sion of the standard X-11 procedure. ARIMA is an acronym for auto-
regressive integrated moving average. [Laughter.]

The X-11-ARIMA method etends the data base for seasonal adjust-
ment with 1 additional year of extrapolated values using ARIMA
models fitted to the data. This method seems to reflect recent shifts in
seasonal patterns to a greater extent than the standard approach.

Over the coming year, we will continue our research and report to
the committee on any improvements that might be made in our sea-
sonal adjustment procedures.
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My colleagues and I will now be glad to answer any questions you
may have.

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA methodMonth Un- Rangeand adjusted Con- Extrap- Con- (cofn
year rate Official current Stable Total Residual slated current 2-8)

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

1 978:
January 7.0 6.3 6.3 6.4 6.3 6.1 6.4 6.4 0.3February 6.9 6.1 6.1 6.1 6.1 6.0 6.1 6.1 .1March 6.6 6.2 6.2 6.2 6.2 6.1 6.2 6.2 .1April -------- 5.8 6.1 6.1 6.0 6.0 6.1 6.1 6.1 .1May 5.5 6.1 6.1 6.2 6.2 6.2 6.1 6.1 .1
June 6.2 5.9 5.9 5.8 5.9 5.8 5.8 5.8 .1July -6.3 6.1 6.1 6.1 6.2 6.2 6.1 6.1 .1August 5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1September-- 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1October 5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1November.-- 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1December ---- 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .21979: January --- 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3

Source: U.S. Department of Labor, Bureau of Labor Statistics, Feb. 2,1979.

NOTES TO TABLE COLUMN NuiMBEn

(1) Unadjusted rate.-Unemploy-ment rate not seasonally adjusted.
(2) Official rate (standard X-11 method).-The published seasonally adjusted

rate. Each of the 3 major labor force components-agricultural employment,
nonagricultural employment and unemployment data-for 4 age-sex groups
(males and females under and over 20 years of age) are separately adjusted
then added to derive seasonally adjusted total figures. Teenage unemployment
and nonagricultural employment are adjusted by the standard X-11 method's
additive option, while all other series are adjusted by the multiplicative option.Adult male unemployment is adjusted multiplicatively using the prior trend
adjustment feature of the X-11. The rate is computed by adding the 12 compo-
nents to a civilian labor force total, and dividing the derived civilian labor
force into the unemployment total. These series are revised at the end of each
year. Factors for the current year are computed at the beginning of the year
for the 12 succeeding months, and published in advance.

The current "implicit" factors for the overall unemployment rate, derived by
dividing the original unemployment rate by the seasonally adjusted rate for the
months of 1978, are:

January -_____________________111. 1 July --------- --------------- _102. 1February -------------------- _112. 0 August ----------- - 98.5
March ----------------------- _106. 7 September ------------------- 97. 3
April ------------------------ 94.6 October --------------------- 93. 1
May ------------------------- 89. 5 November ------------------- 95. 7
June ------------------------ 105.6 December-------------------- 95. 5
(3) Concurrent (standard X-11 method) .-The procedure for computation of

the official rate is followed, except that the data are re-seasonally adjusted
by the standard X-11 method each month as the most recent data become
available, i.e., the rate for the January 1979 is based on adjustment of data for
the period, January 1967-January 1979. The rates for the current year are shown
as first computed, while data for 1978 are as revised to incorporate experience
through December 1978.

(4) Stable (standard X-11 method).-The stable seasonal option of the stand-
ard X-11 method uses final seasonal factors computed as an unweighted average
of all seasonal-irregular ratios for the entire span of the period, January 1967-
December 1978. In essence, this procedure assumes that seasonal patterns arerelatively constant from year-to-year. The unweighted average is updated and
series revised at the end of each year.
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(5) Total (8tandard X-11 method).-This is an alternative aggregation pro-
cedure, in which total unemployment and labor force levels are directly adjusted
by the standard X-11 (multiplicative option) to derive the rate. The series are
revised at the end of each year.

(6) Residual (8tandard X-11 method).-The labor force and employment
levels are adjusted directly, with the level of unemployment derived as a residual.
The rate is computed by dividing the residual unemployment level by the di-
rectly adjusted civilian labor force. The series are revised at the end of each
year.

(7) Extrapolated (X-11 ARIMA method).-Data for the 12 component groups
of the unemployment rate are estimated using ARIMA (autoregressive, in-
tegrated, moving average) models. The enlarged series is then seasonally ad-
justed with the X-11 program, and the rates are computed as in the official
procedure. The series are revised at the end of each year. Factors for the current
year are extrapolated at the beginning of the year for the 12 succeeding months.

(8) Concurrent (X-11 ARIMA).-The procedure for computation of the X-11
ARIMA rate is followed, except that the data are re-seasonally adjusted each
month as the most recent data become available, i.e., the rate for January 1979
is based on adjustment of data for the period, January 1967-January 1979.
The rates for the current year are shown as first computed, while data for 1978
are revised to reflect experience through December 1978.

Methods of adjustment: The standard X-11 method was developed by Julius
Shiskin at the Bureau of the Census. The method is described in "X-11 Variant
of the Census Method II Seasonal Adjustment Program," by Julius Shiskin,
Alan Young, and John Musgrave, (Technical Paper No. 15, Bureau of the
Census, 1967).

The X-11 ARIMA method was developed at Statistics Canada by Estela Bee
Dagum and is the official method for seasonally adjusting the Canadian labor
force series. A general description of the method is contained in "A Comparison
and Assessment of Smasonal Adjustment Methods for Employment and Unem-
ployment Statistics," by Estela Bee Dagum (Background Paper No. 5, U.S.
National Commiszion on Employment and Unemployment Statistics, February
1978).
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N~~~nite d~Unte States
;0 V ;> ~~~~Departrnent

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

Contact: John Bregger (202) 523-1944 USDL 79-92
523-1371 TRANSMISSION OF MATERIAL IN THIS RELEASE IS

Walter Larson (202) 523-1913 EdBARGOED UNTIL 9:00 A.M. (EST) FRIDAY,
523-1208 FEBRUARY 2, 1979

THE EMPLOYMENT SITUATION: JANUARY 1979

Employnent rose in January and unemployment was little cned, the Bureau of Labor

Statistics of the U.S. Department of Labor reported today. The unemployment rate was 5.8 percent;

it has been either 5.8 or 5.9 percent for the past 6 months.

Total employment-as measured by the monthly survey of bouseholds--advanced by 450,000 in

January to 96.3 million, and the employment-population ratio reached a new high of 59.3 percent.

Nonfarm payroll employment-as measured hy the monthly survey of establisahments-grew by

325,000 over the month to 87.6 nillion. Gains were widely dispersed throughout the major industry

divisions.

Unemployment

The nunber of persons onenployed in January and the unemployment rate, 5.9 million end 5.8

percent, respectively, were about unchanged from the previous month and have boen virtually the

sane for the past 6 months. Similarly, the jobless rates for adult unm (4.0 percent), adult

women (5.7 percent), and teenagers (15.7 percent) were little changed from December. The ratea

for whites (5.1 percent) and blacks (11.2 percent). like the overall rate, have remained at about

their late-sunser levels. Occupational and industry jobless rates were in line with those of the

past several months. (See tables A-l and A-2.)

Since January 1978, however, the overall unemployment rate has declined by about half a

point, and nearly all worker groups--including Vietnam-Era veterans and persons of Hispanic

origin--shared in the improvenent. Among the exceptions wore mole teenagers and part-time

-orkers. (S.e tables A-2, A-6, A-8, and A-9.)

NFs Tbks on Psens of Hu* Od bs d Venue

Thh, rd -our whe WorA- Tatb A8 9id dw a don WVI- ft of paw at Hirkd
rrisin, with c o femrow n whiae w btk (a*l) m Tk A-9 " ox W p d on
Vbtrr- yetwen Both Ubl..h bor u-mn -tah nd Vi, sli. r mrs, wr aktd fo, ameity
Saoy dous d data or Vbwsa _ums wN, fonselyap. aeu b i.e A-2 h tam dlm sd.
Psdy na .amt of the hifti eqs cdngrpion of swn., Atews y sts d lemd s oan lw so-
orndty dia a o tahd e ouftonds mu pubtlan
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Half of the jobless had been seeking work for les than 6 weeks; except for a dip in the

prior 2 months, the edian duration of oneoployient has not changed since last June. Over the

year. however, the duration of joblessness dropped by aboot half a week. (See table A-4.)

Total Etployrnent and the Labor Force

Total enploytent rose by about 450,000 in Jannary, after having grown very little in the

nooth before. Fr-n a 2-onth perspective, the espansion vas abont on par with the continuing

strong npward trend. Although adolt met accounted for tost of the over-the-tooth e:ploytent

gain, adult woren have conprised half of the 3.4 illion increase in jobholders since January

1978.

The civilian labor force grew by siore than 300,000 frot Deceober to January to 102.2 sillion

00-1 lt- rs-s by 2.9 gillion froon its year-earlier level. The civilian, labor force participation

Table A. Major mdic.to ft labor ntrket atrt y, sasonally adjotad
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rate rose slightly over the month to 63.7 percent, an all-time high. Over-the-year gains in

participation were strongest a-ong adult women and teenagers. (See table A-i.)

Industry Payroll Employment

Nonfarn payroll -mployment increased by 325,000 to 87.6 million in January, as employment

grew in 72 percent of the 172 industries that comprise the BLS diffusion index of prisate non-

agricultural employment. The number of nonfarm jobs was 3.6 million higher than a year earlier.

(See tables B-I and B-6.)

Over-the-onth job gains took place in nearly all of the mjor industry divisions.. The

largest increase was in retail trade--130,000--which more than counteracted a small reduction In

the prior onth. Elsewhere in the service-producing sector, smaller gains occurred in services

(40,000), finance, insurance, and real estate (25,000), and transportation and public utilities

(15,000).

In the goods-producing sector, manufacturing employment continued the sustained growth evi-

dent since last September, although at a slower pace. Totaling 65,000, the gains were generally

pervasive throughout the durable and nondurable goods industries. Over the past year, job growth

in the durable goods industries (610,000) has far outpaced the increase in nondurcbles (115,000).

Employment in mining and construction was little changed over the month. However, construction

employment was 455,000 higher than its year-ago level.

Hours

The average workweek of production or non.aporvisory workers on private nonagricaltural

payrolls was 35.7 hours in January, down from Decenber's level of 35.9 hours. The manufacturing

workweek slipped by 0.1 hour to 40.6 hours. Factory overur.. at 3.8 hours, was unchanged from

December. (See table B-2.)

Because the reduction in the workweek more than offset the employment picnup, the inde, of

aggregate weekly hours of production or nmonspervisory worlers on private nonagricultural payrolls

declined 0.2 percent to 122.6 (1967-100) in January. The manufacturing index, however, rontinoed

to rise. The overall index wan 5.5 percent abose its year-ago level. (Se. takin B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagricultural

payrolls increased 0.5 percent in January and 8.8 percent from a year ago (seasonally adjusted).

Average weekly earnings were about unchanged over the month, reflecting the decline in the

average workweek. Weekly earnings were 9.4 percent above the January 1978 level.

Before adjustment for seasonality, average hourly earnings rose 5 cents in January to $5.95,

48 cents above January 1978; average weekly earnings were $209.44, 03.55 helow December but 017.44

higher than a year earlier. (See table B-3.)

The Hourly Earnings Index

The Hourly Earnings Index-earnings adjusted for overtire in manufacturing, seasonality, and

the effects of changes in the proportion of workers in high-wage and low-age industries--was

222.2 (1967-100) in Januaky, 0.9 percent higher than in Decmber. The index use 7.9 percent above

Januarj a year ago. During the 12-month period ended in December, the Hourly Earnings Index in

dollars If constant purchasing power declined 0.7 percent. (See table B-4.)

(..

I //
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Explanatory Note

This release presents and analyzes statistics from
two major surveys. Data on labor force, total employ-
ment, and unemployment (A tables) are derived from
the Current Population Survey-a sample survey of
households which is conducted by the Bureau of the
Census for the Bureau of labor Statistics. Beginning in
Septbmber '1975, the sample was enlarged by 9,000
households in order to provide greater reliability for
smaller States anid thus permit the publication of annual
statisties for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in January 1978; thus
the sample now consists of about 56,000 households
selected to represent the U.S. civilian noninstitutional
population 16 years and over.

Statistics on nonogricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approni-
mately 165,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household and payroll
employment statistita

Employment data from the household and payroll
surveys differ in several basic respects. The household
survey provides information on the labor force activity
of the entire civilian noninstitutional population, 16
years of age and over, without duplication. Each person
is classified as either employed, unemployed, or not in
the labor force. The household survey counts employed
persons in both agriculture and nonagricultural
industries and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons "with a
job but not at mork" and not paid for the period absent.

The payroll survey relates only to paid wage and
salary employees (regardless of age) on the payrolls of
nonagricultural establishments. Persons who worked at
more than one job during the survey week or otherwise
appear on more than one payroll are counted more than
once in the establishment survey. Such persons are
counted only once in the household survey and are
classified in the job at which they worked the greatest
number of hours.

Unemployment

To be classified in the household survey us
unemployed an individual must: (I) Have been without a

job during the survey week; (2) have nade specific
efforts to find employment soietiime during the prior 4
weeks; and (3) be presently -vailable for work. In
addition, persons oii layoff und those wuailiig to begin a
new job (within 30 days), neither of whom must meet
the jobseekig requirements, ore also clossified as
unemployed. The unemployed totIel iicludes nlt persons
who satisfactorily meet the above eriterin. regaidles
of their eligibility for unemployment insirance benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Employment and Earnings each month.
A special grouping orseven unemployment measures is
set forth in table A-7. Identified by the symbols U-I
through U-7, these measures represent a range of
possible definition of unemployment and of the labor
force-from the most restrictive (U-1) to the most
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

Nearly all economic phenomena are affected to
some degree by seasonal variations. These are
recurring, predietable events which are repeated more
or less regularly each year-changes in weather, opening
and closing of schools, major holidays, industry produc-
tion schedules, etc. The cumulative effects of these
events are often large. For example, on average over
the year, they eplain about 95 percent of the month-
to-month variance in the unemployment figures. Since
seasonal variations tend to be large relative to the
underlying cycliual trends, it is necessary to use
sesaonolly-adjusted data to interpret short-term
economic developments. At the beginning of each year,
seasonal adjustment factors for unemployment and
other labor foree series are calculated for use during
the entire year, taking into account the prior year's
enpcure.

All seasonally-adjusted civilian labor force and
unemployment rate statistics, as well as the major
employment and unemployment estimates, are com-
puted by aggregating independently adjusted series.
The official unemployment rate for alt civilian workers
is derived by dividing the estimate for total unem-

50-680 0 - 79 - 2
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ployment (the uwm of four seasonally-adjusted age-sex
components) by the civilian labor force (the sum of 12
seasorally-adjusted age-sex components).

For establishment data, the seasonally-adjusted
series for all employees, production workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonatty-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
was based on data through M.y 1978.)
Sampling ariability

Both the household and establishment survey
statistics are subject to sampling error, which should be
taken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey is based upon a probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
questionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surveyed. The chances are about 68
out of 100 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through H in the "Explanatory Notes" of Em=to ment
and Earni provide approximations of the standar
errors forgunemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples provide an indication of the magnitude of
sampling error: For a monthly change in total em-

ployment, the standard error is on the order of plus or
minus 182,000. Similarly, the standard error on a change
in total unemployment is approximately 115,000. The
standard error on a change in the national unemptoy-
ment rate is 0.12 percentage point.

Although the relotively large size of the monthly
establishment survey asures a high degree of nccuracy,
the estimates derived from it also may differ frolii the
figures obtained if a complete census using the same
schedules and procedures were possible. Itowever, since
the estimating procedures utilize the previous mouth's
level as the base in computing the current month's level
of employment (link-relative technique), sompliug and
response errors may accumulate over several Mionths.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking uchount of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1977 levels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by le than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables J through 0 in the "Expnanatory
Notes" of Employment and'Earnings.
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HOUSEHOLD DATA
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Table A-b. Reasons for unemployment
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Senator BENTSEN. Thank you very much, Commissioner.
I apologize for my voice. I have taken an amount of antihistamine

for the February throat here.
What do these figures tell us about the underlying strength of the

economy? Doesn't it look like it is strong and relatively well balanced?
Don't they confirm the point that there is no sign in the economy

at the moment of a recession?
Ms. NORWOOD. That is absolutely true, Senator. The data clearly

show an economy continuing to perform at high rates of employment.
Senator BENTSEN. Are you encouraged by the increase in employ-

ment of the teenagers?
Ms. NORWOOD. The increase in employment of teenagers in January

did not meet our test for statistical significance, but over the last couple
of years, I think there has been some encouraging employment growth.

Senator BENTSEN. Well, in considering this tremendous increase in
the number of people employed, do you have a breakdown between
part- and full-time employment because I notice the work week went
down somewhat.

Ms. NORWOOD. Yes, sir. The work week went down at the private
nonfarm economy level about two-tenths of 1 hour. The decline oc-
curred in various places.

Hours in nondurables went up and durable manufacturing went
down a bit and there was a decrease in retail trade.

Mr. Stein informs me that there is very little change in part-time/
full-time relations.

Senator BENTSEN. The figure remains very constant in these num-
bers; has it?

Ms. NORWOOD. Yes.
Mr. STEIN. However, all of the over-the-month increase in employ-

ment was among full time-workers, Senator.
Senator BENTSEN. What about the slowdown in the middle of the

week? Is part of that weather, do you think?
Ms. NORWOOD. It is hard to say. The survey week was really before

the bad weather.
Senator BENTSEN. I am pleased to see that BLS is now publishing

the employment and unemployment numbers based on Hispanics and
we expect that part of the table to be expanded.

Ms. NORWOOD. We would very much like to expand that table, Sena-
tor, and we are working quite hard on examining the possibilities.

The difficulty is the time series is not very long and in order to sea-
sonally adjust the data, we need to have longer time series and more
experience with the data.

In the meantime, we are trying to put out as much information as we
possibly can about the Hispanic population because we believe that
it is extremely important.

I think the data show some very interesting developments and I
think it is in the public interest for us to be looking at it.

Senator BENTSEN. You show a population base of 7.5 million.
Do you think that is a reasonably accurate count?
Do we have some problems with the countingz situation?
Ms. NORWOOD. As a representative of a statistical apency, Mr. Chair-

man, I should probably always say that there are problems with count-
ing people.
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No count is exact, but I do think that very strong measures are
taken by the Census Bureau in this case to attempt to compensate, to
attempt to go out and find the so-called missing population.

It is a difficult thing to do and I think that we have had considerable
improvement in this area in the last few years.

Senator BENTSEN. We have seen a very erratic report in productivity
and manufacturing activity in that last quarter of last year.

The rise was a very small eight-tenths of 1 percent following a very
large increase in the third quarter of something over 10 percent, as
I recall.

What causes that kind of a decline in the productivity numbers?
Can you tell me why you think that decline took place?

Ms. NORWOOD. There are, of course, various factors which affect
productivity.

First of all, what happens to output and, then compensation and
employment.

We have had continued strong employment. We have had, as I indi-
cated in my statement, rather high rates of change in compensation.

Output in the last quarter was up considerably and that certainly
affected manufacturing.

In manufacturing we have had very strong growth-over the year,
that is-compared to the rest of the economy.

We had a 2.5-percent increase.
Senator BENTSEN. Well, a lot of people think of labor as being the

primary determinant in overall productivity but capital productivity is
equally important, and in fact more so.

What is the rate of improvement of the existing capital stock, the
plant and equipment, of the United States over the last 5 years or
whatever period you have, which would be informative. How satis-
factory are BLS reports in determining productivity?

I am, indeed, concerned, as are manv members of this committee,
as to what is happening to the productivity of this country.

We know we are not going to turn it around overnight. We will try
to improve it if we can, at the same rate productivity went down.

Wo would like to turn this thing around and we are searching for
answers to the problem.

Ms. NoRwooD. First, Senator, I do not have the figures on capital
equipmcnt here. We can try to provide them to vou.

They are basically figures which are prepared by the Bureau of
Economic Analysis and we certainly can try to provide them for you.

You are certainly quite right in suggesting that the productivity
picture is very perplexing and one element in the puzzle is what is
happening to the ratio of capital to labor.

There are other elements that, of course, have gone into the slow-
down in productivity in the last few years.

There is the shift in the composition of labor force that probably
has had considerable effect since a large number of inexperienced
people who have not had much labor force experience have entered the
job market.

We would hope that in the future as these people gain more experi-
ence that at least that element of the deteriorating picture will be
improved.
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Senator BENTSEN. Congressman Mitchell has been the first to arrive.
Congressman Mitchell.
Representative MrrciELL. Commissioner Norwood, let me thank you,

first of all, for giving one of the nicest phrases I have come across
in a long time.

I will have it for you in just a moment.
Senator BENTrsEN. We will limit the questioning to 10 minutes, be-

cause we-may have some more members appear at any time.
Representative MrrcHELL. I want to thank you Dor the phrase that

you have given to us. It is the phrase "autoregressive integrated"
what?

Ms. NORWOOD. I have to look it up myself.
The important thing here, I think, is that we have in the past pre-

sented each month a very complex table which had a very large number
of different options for essentially the same seasonal adjustment pro-
cedure that has been called X-11.

There have been some developments that we think have been quite
important and one of them, the one which seems to have the most
promise and has in fact been adopted officially in Canada and is being
considered at the moment by the Commission to Review Employment
and Unemployment, is the one which is called X-11-ARIMA.

I think the important element of that and the reason that we have
put it forward and will continue to do so is that we want to look at the
differences in the various approaches. I feel that the committee should
have the benefit of all of the information that we have.

I am sure you are aware that sometimes the Bureau of Labor Sta-
tistics has come up to the Joint Economic Committee and has had to
say that we think we have had some problems in the seasonal adjust-
ment of the number in a particular month. It has seemed to me that it
is in the public interest to try to have as much out in the public domain
as possible about different approaohes to this.

Representative MrrcHELL. You have given me an area to study.
You have studied the President's budget also. The President or some

of his advisers have indicated that there will be a slight growth in un-
employment as a result of this budget.

The Chairman of the Federal Reserve System does not think that is
logical to happen. I think I recall his testimony from a purely subjec-
tive statistical analysis.

Will the President's budget, in your opinion, create an increased
amount of unemployment?

Ms. NORWOOD. I don't think that is a question that I can answer. I
might say that I don't think that is a question that is clear for anyone
to answer.

I think some estimates have been made by the Council of Economic
Advisers. I believe the unemployment rate they have used is
6.2 percent.

Representative MITCHELL. Yes.
Ms. NORWOOD. There have been a number of other forecasters who

have indicated a somewhat higher range. I really don't think that
there is any evidence now which can indicate the particular range
that might exist.

Representative MITCHELL. Well, that was not my question inas-
much as I put it at the simplest level first.
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Will it result in unemployment? Not necessarily the amount of un-
employment, but will it result in unemployment?

Ms. NORWOOD. I think that is a very difficult question to answer. It
depends on what happens to the labor force, it depends on what hap-
pens to the hours of work and to how much the economy is dampened
by the particular circumstances that occur in the coming months.

Representative MITCHELL. You agree with our chairman, Senator
Bentsen, that the unemployment rate is pretty small and it looks pretty
good right now?

Ms. NORWOOD. Yes.
Representative MITCHELL. Let me take a moment just to trace what

I have perceived to be a distinct pattern relating to monetary policy.
When the M-1 rates of the monetary policy are exceeded, as they were
last year, generally the Federal Reserve says it knows when it has
exceeded them. When the Federal Reserve recognizes this, then it
puts a damper on the rates changing the cost and interest rates.

Based on studies that my staff has done and I have done, there is
a general tendency for a 2-year timelag between slamming on the
brakes in monetary policy and the appearance of recessionary policy.

Am I making myself clear?
Based upon those analyses over the last 25 years, what is now oc-

curring with our monetary system would suggest to me that there will
be strong recessionary trends 2 years out or 3 years out. Do you care
to comment on that ?

Ms. NORWOOD. Well, it certainly is quite speculative. I guess the only
comment that I would make is that there has been a good deal of dis-
cussion about the actual definition of the money supply data, and I
believe that the Federal Reserve Board has indicated that it is about
to make some changes in those data.

I am not aware of the forecasters who look primarily at unemploy-
ment and prices who are looking that far out. There are so many
exogenous factors that may come into play, such as oil, for example,
gasoline prices, and so on.

Representative MITCHELL. I agree; it is awfully difficult to pin one
down precisely, but I think this has been one of the failings of our
Government certainly, that we have taken the time to look out 2 years
hence, 3 years hence, to measure or attempt to measure what the effect
of today's action will be on the labor market in 1981 and 1982.

In a press release there is a note saying that the seasonally ad-
justed data on Vietnam veterans have-been discontinued. I assume
you are doing that because you think it is no longer reliable.

Ms. NORWOOD. That is right.
Representative MITCHELL. Why do you believe it is no longer re-

liable data?
Ms. NORWOOD. The problem, Congressman Mitchell, is that Viet-

nam era veterans, like the rest of the population, grow older year by
year. The people who were in the Armed Forces during the Vietnam
era, that is, the total group of persons remains the same; there are no
new people going into it. What has happened is that the particular
5-year age groups have changed markedly. That is, the 20- to 24-year-
old group is getting smaller and smaller, and the 35- to 39-year-old
group is getting somewhat larger. Because of this shift in the age dis-
tribution and the very, very small numbers that we have in the 5-year

50-680 0 - 79 - 3
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age groups, particularly at the beginning and at the end of the agegroups, the techniques for some seasonal adjustment become very
difficult, and we have felt that the best thing to do is to look at thison a year-over-year basis.

Representative MITCHELL. All right. The Chair advises me I havetime for one question.
You cite 30.9 percent for black teenagers. I think that is remarkably

understated. Have you been able to gage how much underestimation
occurs, let's say, as a result of not counting discouraged teenagers?

Let me just say one other thing. Let me just make one other point.
You go to the mayors of cities, and they do their own kinds of analyses.
Generally they are talking about almost a 50-percent black teenage un-employment. You only have 34 percent. It is low. I think it may be inpart because, just like their adult counterparts, black youth get dis-couraged and simply don't go out and look for a job.

What factor do you use to represent the underestimation in thiscategory?
Ms. NoRWOOD. The Current Population Survey procedures are thesame for all groups of the population, and black teenagers as white

teenagers are classified according to whether they are working, look-
ing for work, or are outside the labor force.

We do have a count of discouraged workers, that is, the people whohave said that they are not looking for work because they believe that
no job is available for them, either because of the economic situation
or for some personal reasons, such as being handicapped, lacking
training, or believing that they are too young or too old to get jobs.
Those data are published on a quarterly basis and, if you like, we cer-
tainly could try to do a special count of black teenagers and provide
that for the record.

Representative MITCHELL. I wish you would.
[The information referred to follows:]

In 1975, the annual average number of unemployed black (and other racialminority) teenagers was 347,000, and their unemployment rate was 36.9 percent.when the 54,000 "discouraged" black teens are included among the jobless, theunemployment rate rises to 40.3 percent. In 1978, there was an average of381,000 unemployed black teenagers, a jobless rate of 36.3 percent, 44,000 "dis-couraged" black teens, and an unemployment rate including the "discouraged"of 38.8 percent.

Representative MITCHELL. Thank you. My time is up.
I think it is important that we look at the discouragement factor in

the black category also because I think it is significant.
Thank you, Mr. Chairman.
Senator BENTSEN. Senator McClure.
Senator McCLIuRE. Thank you, Mr. Chairman.
I hate to interrupt that line of questioning because I think all of ushere are interested in that particular problem, and I think we all

share the concern.
There was some reference made in your statement, and agtain inresponse to questions concerning changes in the labor force participa-tion rate. That is something that has been going on for 15 years, has

it not? Is the change in labor force participation rate an increasing
rate of change, or has it been a relatively stable phenomenon? In
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other words, is the labor force participation rate changing -at a rather
constant rate over the years?

Ms. NORWOOD. I think to answer that question one really needs to
look at the particular groups in the labor force. There has been, in
general, over a long period of time, a secular decline in the labor force
participation of adult men. There has been a rapidly increasing rate
of labor force participation for women.

Senator MCCLURE. That has been going on for a number of years,
has it not?

Ms. NORWOOD. That is right.
Senator McCLuRE. Are there well over 50 percent of the women in

the country now participating in the labor force?
Ms. NORWOOD. That is right, Senator.
Senator MCCLURE. I think that your statement indicates that 71

percent of those women also had children at home under the age of 18.
There were indications in your statement that large numbers of
women were added to the labor force this year; you say 1.8 million in
one place, and nearly 2 million in another place. This was also true
the year before, was it not, and the year before that?

All I am trying to get at is whether or not this is something that is
a new phenomenon or a continuing fact.

Ms. NORWOOD. I think, Senator, that it is a continuing phenomenon,
but the rate of increase has been unusually high for the past 3 years.

Senator MCCLURE. Could you provide information to us that would
show that trend over the years so that we can see whether or not it is
an accelerating trend or whether or not it is relatively constant?

Ms. NORWOOD. Certainly.
[The following information was subsequently supplied for the

record:]
RECENT TRENDS IN LABOR FORCE GROWTH

The Nation's labor force has been growing at an unusually rapid pace over the
past two years. The most important reason for this rapid growth has been the
aeeplerating rise in labor force participation on the part of women. Also con-
tributing to this unusual growth has been a change in participation trends for
some population groups, such as older workers and black males.

On an annual average basis, the civilian labor force was 2.8 million higher in
1978 than in 1977. This gain-which was exceeded only by the rise posted between
1945 and 1946, when millions of men were being demobilized-compares with a
2.6 million increase for 1977 and a 2.2 million rise for 1976. (The 1977-78 change
has been adjusted downward by about 2U00,U to reflect a small discontinuity
brought about by an expansion of the household survey sample.)

The data for recent months do not show any signs of a tapering off in labor
force growth. For example, the January 1979 level was 3.0 million above the level
for January 1978.

Table 1, attached, shows the principal contributors to labor force growth over
the past 3 years. It indicates that women have accounted for nearly two-thirds of
the increases over this period. It also indicates growing contributions by older
workers and by blacks, two groups for whom participation trends have changed
considerably over the past couple of years.

The attached charts track the trends in participation rates on a quarterly basis
for all persons 16 and over and separately, for men, women, and persons 55 and
over. The recent changes in participation trends stand out quite prominently in
these charts. The attached charts also indicate that labor force growth has gen-
erally slackened during (or immediately following) recessionary periods, and
such cyclical pauses could be expected to occur again if economic growth should
taper off significantly.
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During the 1980's, the growth of the population of working age will slow down
considerably, and this is bound to have a negative impact on labor force growth.
To a certain extent, however, the population slowdown may be offset by further
increases in labor force participation.

As noted above, women have been the principal contributors to labor force
growth in recent years. Short of a recession, further increases in their participa-
tion rates are likely in the near future. There are no signs of definite upturn in the
fertility rate, which is still at very low levels. (There is, however, a school of
thought among demographers that is predicting such an upturn for the early
1980's.)

Recent trends have some implications for the long-term projections (to 1990)
published by BLS in 1978. Except for those in the "high-growth scenario," these
were made by extrapolating from trends that were not rising as rapidly as the
trends for recent years. Thus, the paths which these projections follow for 1979
and 1980 are considerably lower than the actual levels which the labor force islikely to reach over the next couple of years. The current labor force levels are
even slightly higher than those implicit in the BLS high-growth projections.

In summary, labor force growth has been extremely rapid over the past couple
of years, with an acceleration in the flow of women into the job market and with
a tapering off of the outflow of those groups whose participation rates had been
in a secular decline. There are as yet no signs of any impending slowdown in labor
force growth.

TABLE 1.-CHANGES IN LABOR FORCE LEVELS OVER THE 1975-78 PERIOD, WITH CONTRIBUTIONS OF
MAJOR POPULATION GROUPS

Changes in thousands Percent changes
Population group 1975-76 1976-77 1977-78 1975-76 1976-77 1977-78

Both sexes, 16 yr and over - 2,160 2, 628 3,019 2.3 2.8 3. 1Men, 16 and over -744 1, 090 1, 093 1.3 1.9 1.9Women, 16 and over -1, 416 1, 538 1,926 3.8 4.0 4.8Both nexes, 16 to 24 - 651 769 778 2.9 3.4 3.3Both sexes, 55 and over -- 12 167 276 -. 1 1.2 1.9Black and other races -368 397 669 3.5 3.6 5.9
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Senator MCCLURE. You might also try, if you can, to give us some
estimate of what we can expect in the forseeable future in trends of the
labor force participation among various subgroups, because if, as a
matter of fact, we have a very large increase in one segment, then it
would -seem that at some point it must diminish as a percentage factor
as it has relatively run its course.

Of course, I think one of the reasons-that appears to me at least to
be a logical reason-for that increase is the emerging status of women
in our society and also the economic necessities of families that just
can't make both ends meet and still maintain the standard of living
that they would like to maintain if there were only one wage earner
in the family.

Housing costs have risen more rapidly than most other costs. I don't,
for the life of me, understand how a young family can get into a house
of their own. That is one of the reasons why the mobile home industry,
or factory-built home industry, a way of reducing costs, has grown so
remarkably in recent years. If the average cost of a house now exceeds
$50,000-and in many areas of our country the average house costs
$60,000-how in the world does a young couple with a family respon-
sibility and the current tax liability save up enough money to get even
the low downpayment required. If they put the money in a savings
account to accumulate, they have to do that after they have paid their
taxes and paid all of their overhead for their family. And then, if they
get any interest on that savings, they are taxed on that, too.

We have made it easier by reducing downpayment requirements. We
have made it easier by increasing the paYment periods. It is not unusual
to see two wage earners in a family with the entire paycheck of one of
them going to pay housing costs; $400, $500, or $600 a month is not at
all unusual today. Well, if it is not unusual, it means there must be two
wage earners in that family, one of whom is dedicated to keeping the
roof over their heads.

Do you have statistics that would indicate that relationship between
those factors?

Ms.. NoRwooD. I am not sure, Senator, that we can exactly address
that point. I think it certainly is true that people work for different
reasons. The large increase in multiearner families is in part due to the
fact that many people work because they have to work. That is not the
total reason, but that certainly b 'an important element. Some of that
may well be due to the inflationary costs that families face. Some of it,
however, I think also is due to the expectations that American fam-
ilies have. They believe that things are always going to get better and
that our standard of living should be improved, and so you find many
people are coming into the labor force in order to have a better house,
in order to send the children to college, a few things that 20 or 25
years ago were not done.

I think in addition there is a different social attitude toward all of
the members of the family, not just the women. In some cases women
are going to work because they, as individuals, want to go to work, in
addition to the particular economic situation of the family; but we
also have many teenagers, I think, in some areas and in some income
groups, who feel that they are increasingly independent citizens and
that they ought to be getting some experience in the labor market.
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So in some areas we do find? I think, increasing participation of teen-
agers as well. It is a whole series of factors that is involved.

Senator MCCLURE. Do you in your statistics have any measurement
of the presence of illegal aliens?

Ms. NORWOOD. No, sir, we do not. That is a very difficult area. Illegal
aliens who are on establishment payrolls would be counted like other
employees in our establishment survey because anyone who is on the
payroll of the establishment is included.

In the household survey too, an alien's legal status cannot be de-
termined because, after all, the Census Bureau which conducts the
survey for us cannot very well go to the household and ask whether
the people are here legally or illegally. Many of the people who re-
spond, I am sure, are certainly people who may have just come to this
country either legally or illegally.

Senator MCCLURE. Have you made any efforts to ascertain the num-
bers of aliens who are either participating illegally in the work force
or are seeking to-participate in the work force?

Ms. NORWOOD. The Bureau of Labor Statistics has not done so, Sen-
ator, but the Department of Labor has made several attempts and has
some research contracts under which such work is going on. In addi-
tion, of course, the primary responsibility for determining the number
of illegal aliens in this country has been that of the Immigration and
Naturalization Service and, as I understand it, they are doing quite a
bit of work.

Senator MCCLURE. Are you aware of the results of their labors?
Ms. NORWOOD. No, I am not. I don't believe that they have come up

with any comprehensive figures.
Senator MCCLURE. The reason I ask the question is that I think it

is a growing problem; yet I think there are several subproblems. I
think you have to separate agricultural labor from ordinary labor for
this. I think you also must divide agricultural labor into two segments,
permanent year-round agricultural labor and the seasonal labor force.
Illegal aliens have had the highest visibility in the seasonal labor
force, and that happens to be where Immigration and Naturalization
finds it easiest to locate these people. However, that is probably sta-
tistically and economically the smallest and least important group
with respect to any impact upon the U.S. labor force.

I think, however, it is easier to operate there: they can show greater
results there. Almost nothing has been done with the urban areas where
the greatest number of these people live and work. There is also a
tie-in between this and the easy access to the U.S. welfare system for
citizens and aliens alike.

It is not just simply a matter of people seeking work across the bor-
der from Mexico. They know all they have to do is get uD here, walk
in and get on welfare without questions being asked. Why wouldn't
they? And so, of course, they do. This is a continuing problem, and I
hope sometime that there is an effort made to relate this to the statis-
tics which you are measuring.

I would hope that you might do that, in connection with the other
elements from the Department of Labor, and the Immigration and
Naturalization Service. I think it is becoming an increasingly signif-
icant factor, particularly in the service trades along the east coast of
the United States.
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Ms. NORWOOD. Certainly we have a very great interest in the work
that is going on in this area, Senator. The measurement problems are
quite difficult. We do, however, expect to watch this with care and to
review with care the results that the Immigration and Naturalization
Service comes up with.

The Department of Labor, of course, has a very real interest in this.
Secretary Marshall has done a great deal in this area, and I am sure
that the Immigration and Naturalization people will be doing what-
ever they can, and we certainly will be cooperating with them to the
extent possible.

In terms of our own statistical programs, it is really very difficult
to figure out an approach which would really collect data from the
general population.

Senator MCCLURE. I can see the difficulty, but also it seems to me
that somewhere, somehow, we are going to have to acquire that infor-
mation. Somehow we have to modify the problem. Somehow we have
to deal with it.

Ms. NORWOOD. I think attempts are being made, sir.
Senator MCCLURE. I am sure they are. My question is ho effective

those are. One of the great values of the Bureau of Labor Statistics
over the years has been its independence from the political ebb and
flow that swirls around almost every other program and effort by
Government.

One of the reasons for your credibility is that independence. That
is one of the reasons, too, that many of us look to you for information
concerning these politically loaded problems, because it is one area
where we can get reasonably objective information to deal with some of
these sensitive political issues. And I think this is one of those issues.

Ms. NORWOOD. I agree with that, Senator. I also hope that one of
the reasons for the credibility of the Bureau of Labor Statistics is
that we try to be quite open with the Congress and the public about
the difficulties (that exist in developing reliable data.

Senator MCCLURE. I understand that, but that does not mean that
you have never shirked it before or shrunk from it.

Ms. NORWOOD. No, sir. We have found it a challenge.
Senator MCCLURE. Because this is difficult. I think this is difficult,

but that does not mean that you should withdraw from the fray.
MS. NoaWOOD. No, we do not intend to.
Senator MCCLURE. Thank you very much, Senator.
Senator BENTSEN. Commissioner, let me get back to some acronvms.

The determination of wage benefit settlements, differ between BLS
and CWPS because CWPS includes estimates of quotas; the other
one gets diatetic, I guess, because it excludes increases in the cost of
maintaining health benefits and the increases in the cost of existing
pension benefit maintenance and the cost of legally required social
insurance programs.

Now, considering these exclusions, which would be the !nore accu-
rate representation?

Ms. NORWOOD. The differences, I believe, are that the Bureau of
Labor Statistics measures, as we do in all of our programs, the facts
that we have and the situation which exists as of the time that the
estimates are made. The basic difference between the Bureau of Labor
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Statistics measurement of the settlements and the CWPS measure-
ment is that the Council on Wage and Price Stability makes a fore-
cast of the future years of the contract as to what the rate of increase
of the CPI might be and of what the rate of increase in the cost of
some of the fringe benefits might be.

We do not do that because our whole tradition has been to relv
upon data that we have at the time that we make the estimate.

Senator BENTSEN. Do you think the statistician has a firm handle
on the statistics in that he can get accurate projections on the change
in capital investment, stock investment, that are devoted to interme-
diate production, that is OSHA, and that sort of thing as opposed to
the completion of an end product?

M.ORWOOD. There are certainly difficulties in measuring output,
as you are well aware, and I think your question is pointing to some
of those difficulties.

Senator BENTSEN. It is important to us to understand the regulatory
cost as we try to achieve somrie of these social objectives that all of us
are deeply interested in, but they also have an impact on the cost of
living.

Ms. NoRWOOD. I think that is true, Senator. I think, on the other
hand, we really have to look as well at the cost, as difficult as it may
to be determined, of nonregulation. These have to weighed side by side.
We certainly have had a cost of ail pollution regulation.

There is a cost, also, of producing dirty air. We have had problems
in the mines, for example. There is a cost of producing coal. There is
also a cost of producing black lung disease, and that relates certainly
to the use of economic resources.

Senator BENTSEN. Commissioner, I certainly agree with that, and
that is why I bring up these social objectives. I saw a statement the
other day by the EPA administrator saying that on the Clean Air
Act the question of cost was not germane and, technically, he may
have been right. There have been a lot of volumes written. We know
that we think about great benefits as we clean air and we clean water,
but we also have to understand the costs on the other side as we try
to achieve these things.

As I stated before, coming from Houston, I have some alithority on
these problems, because we have had about the only body of water
in the country for which there is an octane rating. But we have made
great progress there, and we reduced the emission of hydrocarbons by
5 percent. We are never going to get to zero emission.

That is where we lose all correlation with reality in these conflicts.
That is why I try to pin it down to the extent that I can on both sides.

Ms. NORWOOD. I think that is a great contribution, Senator. It does
seem to me that one really has to look at the cost, but one has to look
at the cost of both sides.

Senator BENTSEN. That is right. That is why I was trying to find if
the statisticians have any serious feel for that.

Ms. NORWOOD. Well, we are working on it.
Senator BENTSEN. All right.
Congressman Mitchell, do you have further questions?
Representative MITCHELL. Yes, I do.
First of all, Commissioner, I want to take you back to some com-

ments that Senator Mealure has made.
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The illegal problem is growing, it is an enormous problem; it is
growing more enormous every day; and in your replies to the inquiry
I was discouraged not by what you said but being the way it is oper-
ated. If there is going to be a problem, it seems to me that Immigra-
tion and the BLS and the Department of Labor ought to be working
in tandem so at least we know the dimensions of it.

Ms. NoRwooD. We are. I would be glad to provide a short statement
on the availability of data on illegal aliens.

[The information referred to follows:]

AVAnAImY OF DATA ON ILLEGAL ALIENs

BLS does not collect data on illegal immigrants. Persons who are illegally in
the United States are not likely to identify themselves in the household labor
force survey. Annual reports of the Immigration and Naturalization Service
(INS) suggest a universe of some 4 to 12 million illegal aliens. Other estimates
are more modest, ranging from 3 to 6 million.

CURRENTr RESEARCH

One of the most well known studies is one conducted by Clarise Lancaster and
Frederick Scheuren of the Social Security Administration. They recently esti-
mated a total of about 4 million undocumented aliens in the U.S. as of April 1973.
Their research was based on matching 1970 Census and CPS data with IRS income
tax records and SSA earnings and benefits records.

The Immigration and Naturalization Survey contracted with a private firm in
1978 to conduct a study of illegal aliens, but we understand that no data are yet
available from this study.

Several research efforts on illegal workers have been funded by the Depart-
ment of Labor's Employment and Training Administration (ETA). Many of the
efforts have been authored or co-authored by David S. North. These research
efforts, however, are focused on particular alien groups and the findings are
not necessarily representative of the alien universe.

In general, these studies present a characterization of undocumented aliens as:
predominantly young men; poorly educated; able to speak only limited English;
experienced, but unskilled or semiskilled workers; having come to the U.S. to
work; having secured jobs with low earnings; and, remaining in the U.S. for
an average of about 2 years.

Representative MITcHELL. If I may, when I say working in tandem,
I really mean an everyday exchange of information rather than a
service relationship that often occurs in bureaucracy. It just seems to
me that we need to integrate much more.

At the turn of the century, in statistics classes 101 and 102, we were
arguing about the adequacy of the sample and this is still a problem in
statistics, I understand. Some members of my staff have taken a look
at the sampling techniques, and they have come up with the idea that
for every one single black, you deal with about 12,000 white families.
In that same sample you should be dealing with approximately 23
black and Hispanic families, but since that does not occur, it leads
to a serious undercounting problem.

Now, more specifically, I am advised by staff of the JEC that there
is some feeling that the Canadian labor force surveys are better able
to discern those who are not in the labor force at the present time but
who have a close work attachment and those who are not participants,
and divide them into two categories. Those who are not in the labor
force are the big category. Some of them are not in the labor force, but
want to be there, and others are not in the labor force and discouraged.

What are the advantages of the Canadian survey over our problem
of the discouraged workers and as a corollary to that what changes in
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the household survey would be necessary in order to include discour-
aged workers as a part of unemployed on a national basis?

What would be the problems in collecting these statistics on dis-couraged workers, either at the State level or the national level?
What are the merits of the Canadian system, if, indeed, there aremerits? And what do we need to do to enhance our sampling

techniques?
Ms. NORWOOD. First, before answering that question, may I just makea comment about the sample sizes? I think the important thing torecognize is that we have a level of reliability. Whenever you develop

a sample, you set some goal of reliability of the data, and that goalis always for the aggregate number. When you get down to subgroups
of the population in order to have the same level of reliability as forthe total population you would need much larger samples.

The samples that we have now are based upon getting a particular
level of reliability at the aggregate number.

Insofar as discouraged workers are concerned-
Representative MITCHELL. May I interrupt you?
Ms. NORWOOD. Yes.
Representative MITCHELL. I do remember the dimensions of that

problem vaguely, but the point I am trying to make is that I am
suggesting those proponents which are of such importance-blacks,
Hispanics, and others-that maybe we ought to start to count them,their position, their role, or something more distinctly within the
aggregate numbers.

Ms. NORWOOD. I think you are quite right, Mr. Mitchell. I would be
surprised, by the way, if it really was the turn of the century, but inany case, you seem to be quite up on modern techniques.

I think that I should tell you that we are already at work looking
at the kinds of things that need to be done for the current population
survey after the results of the 1980 census are available.

One of the things which clearly should be considered is how much
oversampling-that is what we call it, but really how much the sample
should be enlarged for the particular demographic groups of the
population to have better data.

Now, to get back to your question on discouraged workers, I think
that there are really two parts to it: One was the difference between
our definition and the Canadian definition.

The basic elements of that difference is the question of how far or
how long a period of time the worker has been really interested orsays that he has been interested in finding a job.

This is one of the issues that is being considered. The Levitan Com-
mission has gone into considerable detail in looking at the Canadian
definitions.

We are certainly prepared to do whatever testing is necessary with
redesigning the questions in the questionnaire to see what might need
to be done should it be decided that that kind of an approach should
be taken.

Representative MITCHELL. I am safe, then, to assume that there will
be no change until after the 1980 census?

Ms. NORWOOD. I believe so,yes, sir.
Senator BENTSEN. Senator McClure.
Senator MCCLURE. Thank you very much.
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Do you have the figures on the average black teenage unemployment
rate of the 10 largest U.S. cities?

Ms. NORWOOD. We can provide it. I do not have it.
Senator McCLuRE. If you would do that, I would very much appre-

ciate it. Thank you.
[The following information was subsequently supplied for the

record:]
The 1978 annual average unemployment rate for black teenagers in the central

cities of the Nation's 10 largest SMSA's was 41.4 percent.

Senator MCCLURE. Without knowing precisely what the figures are,
I think we all know that they are very high. And I think we all
realize that it is going to take some efforts that we have not yet under-
taken in order to get any dramatic reduction of those figures.

I believe you would agree that there is a consensus in this country
that simple economic improvement for the country, as a whole, does not
reflect gains in those subgroups in the same way that it reflects gains
in the larger labor force figures. And that we reach a point where
economic stimulus in order to increase job opportunites generally
becomes counterproductive in that it creates inflation more rapidly
than it creates jobs for the disadvantaged subgroup.

That, of course, leads back to the old question that we are all
debating in order to arrive at some conclusion: Where do we find full
employment in economic terms that indicate to us that economic
stimulus becomes more inflationary than it does become productive in
terms of aiding these subgroups? And when should we then begin to
transport our efforts toward targeted assistance to the disadvantaged
subgroup?

There are various estimates that we have used to say full employ-
ment was achieved at about 4 percent on our unemployment scale.

I think it now is above 5.1 percent-or at least 5.1 percent-and there
are many who think it is 5.5 percent.

I don't know whether you care to comment any further for the
record on that. We have had a number of comments in the past and
I would appreciate yours if you would like to make any other comment.

Ms. NORWOOD. All I would like to say, Senator, is that I noted with
great interest the Council of Economic Advisers' report that 5.1 per-
cent was the equivalent of the 4-percent unemployment rate.

There are as manV Deople. of course. who believe that 5.1 percent
is too high just as there are people who believe that that is too low.

I think, in response to your earlier comment, the point should be
made that whatever the general overall situation is, no matter how
good it is, there clearly are particular groups of the population who
are not sharing in the prosperous economic conditions that the averages
tend to show and that those are rather serious problems for us.

Senator MCCLURE. One of the reasons that I am concerned about
the question of the entry into the labor force of people who are aliens
and illegally seeking work is that they probably impact most directly
on the most seriously disadvantaged groups of our society.

They are in precisely the same areas, the same labor skills, seeking
the same kinds of jobs and these most directly substitute for the people
who are finding the greatest difficulty in finding jobs.

That is one reason I hope that there will be a real effort made to
determine whether or not that assumption, on my part, is a valid one.
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I think we focus too much on some areas where the substitution
question is not nearly so great or the competition question is not nearlyso obvious. It seems to me that we ought to focus our efforts on the areas
where the problem is greatest and where the opportunities for im-provement are the greatest.

One of our efforts here and in policy in both the Congress and theadministration in dealing with targeted aid to those who are in thehighest rates of unemployment have been in the Comprehensive Em-
ployment Training Act (CETA).

CETA has mixed reviews. In some areas it has done very well; inothers it has done very poorly.
Do you, in your statistics, follow the success of the CETA program

and do you identify, for instance, those that have been in CETA that
then moved into permanent employment?

Ms. NORWOOD. No, sir; we do not follow the specific individuals.
The Employment and Training Administration of the Department
of Labor, however, has a good deal of information about specificcounts and we do get information from them and work with them
in trying to help.

Senator MCCLURE. The second question is: One of the problems
with CETA has been that for many public bodies who are in the mainlocal prime sponsors, CETA employment has become substitutional ofpermanent employment.

I would assume, from your earlier answer, that you don't keep
separate statistics on that question either.

Ms. NORWOOD. Well, we do not, but that certainly is a very important
question. It is a question that the people who are responsible foradministering the CETA programs are very concerned about and
have an interest in. In fact, the regulations are developed so as totry to prevent the substitution of regular Government workers, butit is very difficult to ascertain in an overall statistical program.

It is easier to do that through administrative statistics of people
who are on the CETA rolls; that is, if they are on the payrolls oflocal prime sponsors, they can be identified and their employment
experience can be tracked through the administrative records.

It is very difficult to do that through an overall survey program.
Senator MCCLURE. I understand that difficulty.
Again, what we need most in this area is objective information. We

sometimes have reason to believe the program administrators are more
interested in protecting us from learning the truth than they are
interested in providing the truth to us, especially on some of the
failures of the programs which they administer.

One of the concerns that I have had and others had, too, is that
the CETA program has been almost totally public jobs-oriented.

There has been very little done, even though an amendment was
adopted, to allow private sector involvement of the CETA job seeking
and training.

I realize from your answers and those of other witnesses that this
is outside of the area in which you track directly and yet if there is
some way that you could provide us with some objective information,
then certainly the success rate, the failure rate, the job substitution
rates, would be very helpful to us and certainly a most invaluable tool
for us in trying to make certain that the nearly $11 billion that we
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spend in that area is spent more effectively and deals with the problems
that it is designed to deal with.

If you come up with-any ideas or find some way to assist us, I think
we would all be grateful.

Thank you very much.
Representative MITCHELL [presiding]. Senator Bentsen had to leave

and he asked me to assume the chairmanship.
I am really very, very interested in the contrast and comparisons

between the committee and the labor survey.
Would it be possible for you to send to the members of the committee

a sort of breakdown as to the major differences between these two
approaches?

For example, when we deal with the discouraged workers, and I use
that language "when we deal with"-what is the length of time that
the person is working under that system before he is discouraged as
opposed to the length of time under our system?

I think it would be beneficial to me and the members of the com-
mittee to get the major selling difference between the two.

Ms. NORWOOD. I certainly would be very happy to do that.
We can provide that fairly rapidly to the committee, Congressman.
Representative MITCHELL. All right.
[The information referred to follows:]

THE MEASUREMENT OF JOB-MARKET DISCOURAGEMENT: U.S. AND CANADIAN
APPROACHES

About 60 million persons, or 40 percent of the U.S. working-age population, are
outside the labor force-they are neither working nor looking for work. Non-
participants are a heterogeneous group, comprised of such diverse persons as
the long-term ill or disabled, retired persons, persons with home or family re-
sponsibilities, students, and persons classified as discouraged workers.

There is continuing interest in both the number and characteristics of discour-
aged workers, because, although they are not working or searching for work,
many have some degree of labor force attachment and are considered by some to
be potential workers. The number of discouraged workers averaged about 850,000
in 1978.

In the U.S. Current Population Survey (CPS), data on discouraged workers
are based on responses to the questions, "Does * * * want a regular job now,
either full- or part-time?" and, for those who respond "yes" or "maybe", "What
are the reasons * * * is not looking for work?" Discouraged workers are those
who indicate that they are not looking for work because, though wanting a job,
they believe that they cannot obtain one. (Persons stating school, family, or
health reasons for not searching for work are excluded from the discouraged
worker count.) Information is available for the discouraged according to whether
they looked but couldn't find a job or thought no job was available, which are
termed job-market factors, versus those indicating such personal factors as
employers thought that they were too old or young, their lack of education or
training, or other personal reasons for not looking for work.

The U.S. concept and measurement of discouragement has been criticized by
some as being too broad and by others as being too narrow. Most critics, how-
ever, agree that the concept is based on criteria which are too subjective and
that some method should be developed to determine the labor force attachment
of discouraged workers on a more objective basis. One method which has been
widely suggested is to determine the extent of prior job search activity of non-
participants during a specified past period.

The approach used in the Canadian Labour Force Survey (LFS) is based on
prior job search activity. The LFS classification is made in three steps. First,
persons who did not work during the survey week are asked if they had searched
for work in the past 6 months. If the answer is "yes", they are asked what they
have done in the past 4 weeks to find work. Those who indicate a specific search
method and who also are available for work are counted as unemployed (as they

50-680 0 - 79 - 4
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would be in the CPS). Those who looked for work in the past 6 months but not
in the past 4 weeks and who indicate that they are currently available for work
are identified as "marginally attached" to the work force. The Canadians do not
explicitly identify discouraged workers, but the marginally attached are asked
their reason for not searching. Responses relating to labor market conditions,
roughly analogous to the CPS discouragement reasons, are identified under this
procedure.

A special supplement to the CPS, conducted in September and October 1978,
obtained specific information about the prior search experience of discouraged
workers and other persons not in the labor force. Results from the survey found
that many discouraged workers, indeed, had marginal labor force attachment (40
percent had looked for work in the prior-month period) but that the majority
had not had a recent prior period of fruitless search.

The Bureau is planning to test at least one alternative method of Identifying
discouraged workers through the Census Bureau's Methods Test Panel later
this year. Presumably, an objective test of labor market attachment would be
part of this experiment.

Ms. NORWOOD. There are some differences between the Canadian
survey and ours. The Canadian survey was designed a few years ago
and you should know that its redesign was patterned fairly closely to
the U.S. labor force.

There are some differences and we would be glad to point those out.
Representative MITCHIELL. Thank you.
I have one last question.
The Levitan group has at least discussed what we should do about

the people in the military service?
Should they or should they not be counted in the labor market?
Second, I suppose now that we have an All Volunteer Army that

question certainly presents a greater significance.
Would you give your general reactions to whether we should include

armed services in our statistics and what kind of impact would this
make on both the national and local?

Ms. NORWOOD. I think the issue is one that certainly should be con-
sidered. I don't have any particular judgment on it at this point.

Let me just say that at the national level I think that the inclusion
of the military would have a very small effect, perhaps one-tenth of
1 percent, on the unemployment rate.

At a local level, however, it would have an enormous effect because
it would mean that in areas where there were military bases you would
have a very large increase in the labor force.

Representative MITCHELL. Yes.
Ms. NORWOOD. The National Commission on Employment and Un-

employment Statistics, for that reason, at least so far, has taken the
position that the Armed Forces should not be included in the definition
of local area unemployment statistics but they are considering includ-
ing the Armed Forces in the national definition. That, of course, brings
up some questions about whether the national definition and the local
definition should in fact be different, but that is the current status of
their discussions.

Representative MITCHELL. Thank you.
Senator, do you have more questions?
Senator MCCLURE. One other question.
I don't know whether we can separate it out in your statistics or not,

but what is the percentage of those in the labor force either employed
or seeking employment who have other sources of income.
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I speak primarily of the growing phenomena of people with pen-
sions from earlier jobs, retirement from earlier jobs or disability from
earlier jobs who are now either working or seeking work.

Ms. NORWOOD. We do have, Mr. Stein tells me, in the March survey-
perhaps you might want to answer the question, Mr. Stein.

Mr. STEIN. Once a year, Senator, we do collect information on
income sources for the previous calendar year and we can determine,
for those in the labor force as of March, their previous situation with
respect to income.

Senator McCLuRE. Does that separate out the categories of income?
Mr. STEIN. Yes, it does. It goes into a fair amount of detail on

sources of income.
Senator MCCLURE. That is a problem which I think we need to

address as well, because certainly the phenomenon is growing.
We all know, for instance, that among law enforcement agencies

paid by the Federal Government the disability retirement rate is very,
very high.

It has become a way of life rather than a medical measurement and
that has impact on both the cost of the program and the statistics of
the labor force.

The same thing is true of growing numbers of retired military who
have been qualified for retirement under the social security system or
Federal employment, go to a third system to get a third source of
retirement.

These people, as they retire, don't move out of the labor force; they
just change from one job to another, and I think we need some meas-
urement of that in order to deal with the situation, whether it is
thought of as a problem or not.

I will appreciate whatever information you can give me on that.
Mr. STEIN. We will develop some tabulations and provide that for

you.
Senator MCCLuRE. Thank you.
Representative MITCHELL. Other members of the committee may

have questions that could not be here. We may submit those to you in
the very near future for response.

I want to thank you. Ms. Norwood, and your colleagues.
I reluctantly bring this hearing to a close because it means losing

the power I iust achieved.
However, I will now close the hearing with a note of thanks for

your cooperation in answering the questions.
The hearing now stands adjourned.
[Whereupon, at 11:20 a.m., the committee adjourned, subject to the

call of the Chair.]
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FRIDAY, MATRCH 9, 1979

CONGRESS OF THE UNITED STATES,
JOINT EcoNomic COmmrITEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:04 a.m., in room 1202,

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

Present: Senators Bentsen and Proxmire.
Also present: John M. Albertine, executive director; Louis C. Kraut-

hoff II, assistant director-director, SSEC; M. Catherine Miller, pro-
fessional staff member; Katie MacArthur, press assistant; Mark Bor-
chelt, administrative assistant; and Charles H. Bradford, minority
counsel.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
At the first of this month we got the first solid signal that a reces-

sion-one that all the economists have been predicting-was imminent,
when we learned that the leading economic indicators fell 1.2 percent
in January. Now we've been waiting for the other shoe to drop. But
looking at today's unemployment figures, Commissioner Norwood, it
appears that we're going to be waiting for awhile yet.

Unemployment in February was down again, from 5.8 to 5.7 percent.
Employment increased by 345,000 people, That's really astounding;
1978 was a spectacular year so far as the number of jobs created, an
average of some 260,000 a month. The first 2 months of this year, the
average has shot up to just under 400,000 jobs created per month. No
other country in the world has duplicated that kind of job creation.

Like "Ole Man River" our economy just keeps rolling along. But I
wonder if this continued economic expansion at its present rate is all
good news, because you should remember that "Ole Man River" occa-
sionally rose and flooded right over its banks.

We learned yesterday that the Producer Price Index rose by 1 per-
cent in February, an annual rate of 12 percent. I note that the interest
rates on the money certificates that have propped up housing so far
in this expansion have been cut by four Federal agencies. And when
you cut that rate on the savings certificates, it obviously means we are
concerned that the economy is overheating. That has to mean that
housing starts have to drop some more.

Clearly, inflation remains our most serious and pressing problem.
Our efforts to curb the cost of living have not taken hold yet and that

(47)
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fight must remain the key element in this country's economic policy.
Commissioner Norwood, we are always glad to welcome you before

the Joint Economic Committee and we are certainly interested in
hearing your statement on the unemployment situation.

Senator Proxmire, do you have any remarks that you would like to
make?

Senator PRoxMxiRE. Just before you begin, Commissioner, I would
just like to join the chairman in his remarks. I think that the figures
are astonishing this morning. If anyone had to predict that-well, as
I was coming in this morning, I was thinking what the unemployment
figures might be, and I expected they would be either the same or up,
but I see the unemployment rate is down and down to 5.7 percent
which is the lowest they have been in a long, long time. Of course, the
big question is what is holding employment up; what is providing
those additional jobs? I would hope the statistics can indicate some-
thing about that and give us a little insight into that. As the chairman
has pointed out, all the elements would seem to be going the other way,
the advance indicators, the high level of interest rates tending to re-
tard construction, and business borrowing, the inflation itself which
is a discouraging and unsettling element for business. Yet, as the chair-
man has said so well, the economy keeps rolling along. So we would
like to get some explanation of this economy.

Senator BENTSEN. Please proceed, Commissioner.

STATEMENT OF HON. JANET L. NORWOOD, ACTING COMMIS-
SIONER, BUREAU OF LABOR STATISTICS, DEPARTMENT OF
LABOR, ACCOMPANIED BY W. JOHN LAYNG, ASSISTANT COM-
MISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS;
AND ROBERT L. STEIN, ASSISTANT COMMISSIONER, OFFICE OF
CURRENT EMPLOYMENT ANALYSIS

Ms. NORWOOD. Thank you, sir.
I would like to first introduce Mr. Robert Stein, Assistant Commis-

sioner, Office of Current Employment Analysis; and Mr. John Layng,
Assistant Commissioner, Office of Prices and Living Conditions.

Mr. Chairman, and members of the committee, I am glad to have
this opportunity to offer the Joint Economic Committee a few brief
comments to supplement our Employment Situation press release,
issued this morning at 9 a.m., and our Producer Price Index press
release, issued yesterday morning.

Employment rose sharply in February, the labor force increased,
and unemployment was unchanged. Total employment according to
the household survey rose by 345,000 over the month, and the employ-
ment-population ratio moved up to a new high of 59.4 percent. The
unemployment rate was 5.7 percent in February; the overall rate has
remained slightly below the 6-percent mark since last August.

The number of employees on nonfarm payrolls, as measured bv the
establishment survey, also continued upward, rising by 300,000 be-
tween January and February. Most of the increase in payroll jobs was
in retail trade and other service-producing industries. Further job
gains were also reported in durable goods manufacturing industries.
On the other hand, nondurable goods showed no significant change in
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February. The construction industry, which had been expanding
throughout most of 1978, has trimmed its work force over the past 2
months.

Average weekly hours of production or nonsupervisory workers in
the private nonfarm economy were unchanged over the months. The
workweek edged down in February in the nondurable goods manu-
facturing sector, but was unchanged for durable goods industries
where overtime hours continued as a relatively high level. The index
of aggregate weekly hours was slightly above its December level, after
a 1-month decline.

Unemployment has shown very little change for the past 6 months.
For most worker groups, unemployment rates have fluctuated within
a narrow range since the summer of 1978 and have shown no per-
sistent trend during the past 6 to 8 months.

While the level of unemployment has held about steady for the
last several months, it is important to note that the same people have
not remained jobless over this period. Labor force movements are
generally quite dynamic, and every month considerable turnover in
the ranks of the unemployed occurs. For example, only half of the
people unemployed in February had also been unemployed in Janu-
ary. The other half were about equally distributed between those who
had just entered the labor force in search of jobs and those who had
left or lost jobs held in January. More than one-fourth of those who
were unemployed in January were employed in February and about
one'fifth had left the labor force. Thus, the rapid labor force growth
that has been taking place in our country is the net result of even
more sizable flows of persons moving among the categories of em-
ployed, unemployed and not in the labor force.

Both total and nonfarm payroll employment have increased by 3.5
million from a year earlier. This is an extraordinarily large gain for
a single year. The overall employment expansion has shown no signs
of slowing down in recent months, although there are indications of
some job cutbacks in the construction industry.

The unemployment rate has declined from 6.1 percent in February
1978 to 5.7 percent in February 1979. Most of the reduction in unem-
ployment achieved during the current economic expansion had already
taken place by February 1978.

SOME PERSPECTIVES ON TEENAGE UNEMPLOYMENT

Teenagers compromise one-tenth of the Nation's labor force but
nearly one-quarter of the unemployed. Their high unemployment
rates-16.1 percent in February 1979-result from many factors: lack
of skills and experience, the difficulty students have in combining
school and work, and the natural incidence of turnover among young
people trying to find their proper place in the job market.

Unemployment rates generally decline as people grow older. The
rate for 16- and 17-year-olds in February-18.4 percent-was close to
five times the rate for persons 25 years old or older-3.9 percent. The
persons 18 and 19 years of age, with lower jobless rates-14.6 percent-
than younger teenagers, experienced nearly four times the unemploy-
ment rates of prime-age adults.
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For some teenagers, unemployment is a temporary condition lasting
only until successful entry into the job market. For other youth, how-
ever, unemployment is a very serious problem.

It should be noted that the overall teenage unemployment rate, high
as it is, is dominated by the experience of white youth-13.6 percent
in February. The rate for black youth-35.5 percent-is generally at
least 21/2times higher than the rate for whites.

It can be argued that teenage unemployment does not cause severe
financial consequences, since most teenagers are in families with work-
ing parents. Although this tends to be true in the aggregate, the argu-
ment is based primarily on the white experience. Nearly three-quarters
of all white teenagers live with both their parents, and when these
teenagers are unemployed, nearly all-94 percent-can depend on
the earnings of a working relative, usually a parent. Among blacks,
however, nearly one-half of the unemployed teenagers live in a female-
headed family and only 60 percent of these young people have a work-
ing relative. Moreover, the earnings of that employed relative tend to
be low.

Teenagers who have graduated from high school have less than
one-half the unemployment -rate-11.5 percent for those not in college
in October 1978-of high school dropouts-23.8 percent. For black
teenagers, unemployment is high-30 percent or more-regardless of
educational status. However, high school graduation does make a
difference among young adults. The jobless rate for blacks 20-24 years
of age who had graduated from high school was substantially lower
than for high school dropouts-16 percent compared with 27 percent.

PRICES

The price data released by the Bureau of Labor Statistics so far
this year are not encouraging. The January increases in both the Con-
sumer Price Index and the Producer Price Index were substantial
and broad based. The PPI for February released yesterday brought the
change in the PPI for the first 2 months of this year to 2.4 percent.
Especially in the areas of food, energy, and nonferrous metals, the
evidence points to continued upward price pressures during the next
few months.

The February increase in prices of finished goods was 1 percent on
a seasonally adjusted basis. Finished food prices at the producer level
increased 1.6 percent, only slightly less than January's 1.8 percent
rise. The severe winter weather continued to influence prices of some
food items, particularly beef, fruits, and vegetables. Prices of beef
and veal increased 4.7 percent in February following January's rise
of more than 13 percent. Fresh and dried fruits and vegetables were up
10 percent. But food price increases in February were not confined to
beef, fruits, and vegetables. Prices of pork, fish, vegetable oil products,
and refined sugar also rose. Crude foodstuffs and feed prices increased
3.8 percent in February as prices turned up for grains and cane sugar
and continued to increase for cattle, hogs, soybeans, and milk.

Since August, crude food prices have increased by almost 30 percent
at an annual rate. Increases in the prices of food at the producer level,
of course, point toward continued upward pressures on retail food
prices.



Prices of nonfood items also increased sharply in February. The
increase of 0.9 percent in prices of nonfood finished goods was less
than the 1.1 percent rise in January but comparies with increases of
0.8 percent in November and December 1978. Prices increased for a
broad range of products: Leather footwear, tires and tubes, gasoline,
automobiles, trucks, textile housefurnishings, and furniture.

The February data on producer prices also showed increases for non-
food semifinished goods and crude materials. The February increase in
nonfood semifinished goods prices was the second increase in a row of
about 1 percent. Increases were fairly widespread with major advances
occurring in nonferrous metals, chemicals, and construction materials.
At the crude processing stage, prices of nonfood items rose 2.8 percent.
Much of the February rise was the result of substantial price increases
for scrap metals, both ferrous and nonferrous. Prices also increased for
hides and skins, natural gas, crude petroleum, and crude natural
rubber.

In summary, Mr. Chairman, the Producer Price Index for February
shows a continuing high rate of inflation-especially in the food and
crude materials areas. Our other data show that business activity re-
mains high, employment continues. to expand, and more and more
people are moving into the labor force.

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

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Month Un- Range
and adjusted Con- Extrap Con- (cols.
year rate Official current Stable Total Residual o=ated current 2-8)

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

1378:
February 6.9 6.1 6 1 6.1 6.1 6 0 6.1 6.1 0.1
March 6 6 6.2 6 2 6 2 6 2 6 1 6.2 6 2 1
Apil----- 5.8 6. 1 6.1 6.0 6.0 6.1 6.1 6.1 :I
May 5 5 6.1 6.1 6.2 6.2 6 2 6.1 6.1 .1
June- 62 5.9 5.9 5.8 5.9 5.8 5.8 5.8 .1
July -6.3 6.1 6.1 6.2 6.2 6.2 6.1 6.1 .1
August 5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
September 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
October ---- 5.4 5.8. .1 .. 1 1 " 5. 9f 5.Q a Q
November 5. 5 5.8 5.8 5. 8 5.7 5.8 5.8 5.8 .1
December 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979:
January 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February 6.4 5.7 5.7 5.7 5. 7 5.5 5.8 5.7 .3

Source: U.S. Department of Labor, Bureau of Labor Statistics, Mar. 9, 1979.

NOTES TO TABLE COLUMN NUMBERS

(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Offcial rate (standard X-11 method).-The published seasonally adjusted

rate. Each of the 3 major labor force components-agricultural employment, non-
agricultural employment and unemployment data-for 4 age-sex groups (males
and females under and over 20 years of age) are separately adjusted then added
to derive seasonally adjusted total figures. Teenage unemployment and nonagri-
cultural employment are adjusted by the standard X-11 method's additive option,
while all other series are adjusted by the multiplicative option. Adult male un-
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employment is adjusted multiplicatively using the prior trend adjustment feature
of the X-11. The rate is computed by adding the 12 components to a civilian labor
force total, and dividing and derived civilian labor force into the unemployment
total. These series are revised at the end of each year. Factors for the current
year are computed at the beginning of the year for the 12 succeeding months, and
published In advance.

The current "implicit" factors for the overall unemployment rate, derived by
dividing the original unemployment rate by the seasonally adjusted rate for the
months of 1978, are:
January ---------------------- 111. 1 July -------------------------- _102. 1
February --------------------- 112.0 August ------------------------ _98. 5
March ------------------------ 106. 7 September -------------------- 97.3
April ------------------------- 94. 6 October ----------------------- 93.1
May -------------------------- 89. 5 November --------------------- 95.7
June -------------------------- _105.6 December --------------------- 95. 5

(3) Concurrent (standard X-11 method) .-The procedure for computation of
the official rate is followed, except that the data are re-seasonally adjusted by
the standard X-11 method each month as the most recent data become available,
i.e., the rate for January 1979 is based on adjustment of data for the period,
January 1967-January 1979. The rates for the current year are shown as first
computed, while data for 1978 are as revised to incorporate experience through
December 1978.

(4) Stable (standard X-11 method) .-The stable seasonal option of the stand-
ard X-11 method uses final seasonal factors computed as an unweighted average
of all seasonal-irregular ratios for the entire span of the period, January 1967-
December 1978. In essence, this procedure assumes that seasonal patterns are
relatively constant from year-to-year. The unweighted average is updated and
series revised at the end of each year.

(5) Total (standard X-11 method).-This is an alternative aggregation pro-
cedure, in which total unemployment and labor force levels are directly adjusted
by the standard X-11 (multiplicative option) to derive the rate. The series are
revised at the end of each year.

(6) Residual (standard X-11 method).-The labor force and employment
levels are adjusted directly, with the level of unemployment derived as a residual.
The rate is computed by dividing the residual unemployment level by the directly
adjusted civilian labor force. The series are revised at the end of each year.

(7) Extrapolated (X-11 ARIMA method).-Data for the 12 component groups
of the unemployment rate are estimated using ARIMA (autoregressive integrated
moving average) models. The enlarged series is then seasonally adjusted with the
X-11 program, and the rates are computed as in the official procedure. The series
are revised at the end of each year. Factors for the current year are extrapolated
at the beginning of the year for the 12 succeeding months.

(8) Concurrent (X-11 ARIMA) .-The procedure for computation of the X-11
ARIMA rate is followed, except that the data are re-seasonally adjusted each
month as the most recent data become available, i.e., the rate for January 1979 is
based on adjustment of data for the period, January 1967-January 1979. The
rates for the current year are shown as first computed, while data for 1978 are
revised to reflect experience through December 1978.

Methods of Adjustment.-The standard X-11 method was developed by Julius
Shiskin at the Bureau of the Census. The method is described in "X-l1 Variant
of the Census Method II Seasonal Adjustment Program", by Julius Shiskin, Alan
Young, and John Musgrave, (Technical Paper No. 15, Bureau of the Census, 1967).

The X-11 ARIMA method was developed at Statistics Canada by Estela Bee
Dagum and is the official method for seasonally adjusting the Canadian labor
force series. A general description of the method is contained in "A Comparison
and Assessment of Seasonal Adjustment Methods for Employment and Unem-
ployment Statistics", by Estela Bee Dagum (Background Paper No. 5, U.S. Na-
tional Commission on Employment and Unemployment Statistics, February 1978).
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THE EMPLOYMRNT SITUATION: FEBRUARY 1979

Ecploynent rose in February and uneoployment was unchanged, the Bureau of Labor Statistics

of the U.S. Department of labor reported today. The level of unemployment remained at 5.9 million

and the overall rate of joblessness (5.7 percent) continued to hover just below the 6 percent

mark.

Total employment-as measured by the monthly survey of households--grew by 345,000 in

February to 96.6 million. Over the past year, the nuober of employed persons has increased by

3.6 nillion.

Nonfarm payroll eploynent-as measured by the monthly survey of establish-ents-rose by

300,000 over the month to 87.8 million. Since February 1978, nonagricultural payroll jobs have

advanced by 3.5 million.

Unemploymeat

The unemployment picture continued. unchanged in February. The number of persons unemployed

remained at January's level of 5.9 million, while the unemployment rate,-5.7 percent, "ss not

very different from those of the prior 6 months. Similarly, the rates for adult oen (4.0 percent),

adult wonen (5.7 percent), and teenagers (16.1 percent) showed no significant movements from

January to February, nor have these rates shown any substantive changes since August 1978.

Since February a year ago, the overall jobless rate has declined by four-tenths of a per-

centage point, and the number of unemployed has fallen by a quarter of a million. Virtually all

of the decline in unemployment took place among adult sen, whose rate was down by half a point.

The unemployment rate for whites also has dropp~d by half a point, principally reflecting

developments among white adult nen, while the rate for blacks has shown no improvement. Hispanic

workers experienced an over-the-year reduction in joblessness. (See tables A-l, A-2, and A-8.)
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Total Employment and the Labor Force

Total employment erpanded by about 345,000 in February, a larger-than-average monthly rise,

and the employment-to-population ratio reached a record 59.4 percent. AU of the increase

occurred among adults, vith both en and women contributing. White-collar vorkers-particularly

profeasional and clerical workers-were the major gainers. Over the year, employment haa increased

by 3.6 million, and white-collar jobholders have accounted for amaost 70 percent of the growth.

(See tablea A-1 and A-3.)

The civilian labor force alao gres, by about 345,000 over the mconth to 102.5 million. The

labor force was 3.3 4illion, or 3.4 percent, larger than a year earlier. At 63.9 percent, the

civilian labor force participation rate reached a new high and was more than a point above the

February 1978. level.

TaW A. ajor indAton of Iabom imsi soity. smmasly awuld .

8aied ,m.i, 1977 | 1978 1978 1979

IV I I | III I IV Dec. Jan. I Feb.

HOUSEHOLD DATA

rieilo l Ibor Ior.s. ..
ToUl .mplovneet ......

ewlayen ...........
Not in Ie0doro ...........

Orurn.pd -ko..s ....

Uenobpoyrnvnt rateL8-ao-kst.:
All woke . ... ......
Adult .n. ...............
Adult .oe n.
T..eq.r. .
Whit. ...................

a n1, d t h .la. ..

Full-tirn- work... .
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Industry Payroll Employment

Nonfarm payroll employment increased by 300,000 to 87.8 oillion in February, as employment

grew in two-thirds of the 172 industries that comprise the BS diffusion index of private non-

agricultural employment. The number of nonfarm jobs wma 3.5 million higher than a year earlier.

(See tables B-1 and 0-6.)

For the second consecutive month, job gains were strongest in retcil trade (115,000). The

2-onth expansion of 200,000 contributed heavily to an over-the-year employment growth of 640,000

in this industry.

Sizeable ovr-tbe-montb growth alo occurred in durable goods manufacturing (80,000)-led

by transportation equipment, machinery, and electrical equipment-and services (65,000). Smaller

over-the-month gains took place is transportation and public utilities (35,000) and finance,

insurance, and real estate (15,000).

Construction employment was dWn by 30,000 in February, following a somewhat smaller decline

in January; however, employment in this cyclically sensitive industry was still 400,000 above

the year-earlier level. Employment in mining continued the steady upward movement that has been

evident since the 1973 energy crisis.

Hours

The average workweek of production or monanpervisory workers on private nonagricaltural

payrolls was 35.7 hours in February, unchanged froms the January level. The manufacturing work-

week, at 40.6 hours, edged down 0.1 hour over the month. Factory overtime, at 3.8 hours, was

unchanged from January's level. (See table B-2.)

Reflecting the February employment increase, the index of aggregate weekly hours of pro-

duction or nonsupervisory workers on private nonagricultural payrolls rose 0.5 percent to 123.0

(1967-100). The index was 5.0 percent above its year-ago level. (See table b-5.)

Hourly and Weekly Earnings

Average hourly and weekly earnings of production or nonsupervisory workers on private non-

agricultural payrolls both rose 0.5 percent from January and were 8.7 percent higher than Feb-

ruary 1978 (seasonally adjusted). Before adjustment for seasonulity, average hourly earnings

rose 2 cents to $5.97, 48 cents above February 1978. Average weekly earnings were $211.34, $1.90

above January and $17.54 above a year earlier. (See table B-3.)

The Hourly tarningloindex

The Hourly Earnings Index--earnings adjusted for overtime in manufacturing, seasonality,

and the effects of changes in the proportion of workers in high-wage and low-wage industries-

was 223.1 (1967-100) in February, 0.4 percent higher than in January- The index was 8.0 percent

above February a year ago. During the 12-month period ended in January, the Hourly Earnings

Inden in dollars of constant purchasing power declined 1.3 percent. (See table B-4. Constant

dollar data reflect revisions in the seasonally adjusted Consumer Price Index for Urban Wage

Earners and Clerical Workers--CPI-W.)
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Explanatory Note

This release presents end analyzes statistics from
two major surveys. Data on labor force, total employ-
ment, and unemployment (A tables) are derived from
the Current Populatioti Survey-a sample survey of
households which is conducted by the Bureau of the
Census for the Bureau of Labor Statistics. Beginning in
September 1975, the sample was enlarged by t,000
households in order to provide greater reliability for
smaller States and thus permit the publication of annual
statistics for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in January 1978; thus
the sample now consists of about 56,000 households
selected to represent the U.S. civilian noninstitutional
population 16 years and over.

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 165,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household and payroll
employment statistics

Employment data from the household and payroll
surveys differ in several basic respects. The household
survey provides information on the labor force activity
of the entire civilian noninstitutional population, 16
years of age and over, without duplication. Each person
is classified as either employed, unemployed, or not in
the labor force. The household survey counts employed
persons in both agriculture and nonagricultural
industries and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons "with a
job but not at work" and not paid for the period absent.

The payroll survey relates only to paid wage and
salary employees (regardless of age) on the payrolls of
nonagricultural establishments. Persons who worked at
more than one job during the survey week or otherwise
appear on more than one payroll are counted more than
once in the establishment survey. Such persons are
counted only once in the household survey and are
classified in the job at which they worked the greatest
number of hours.

Unemployment

To be classified in the household survey as
unemployed an individual must: (I) Have been without a

job during the survey week; (2) have made specific
efforts tq find employment sometime during the prior 4
weeks; and (3) be presently available for work. In
addition, persons on layoff and those waitiig to begin a
new job (within 30 days), neither of whom must meet
the jobseeking requirements, are also classified as
unemployed. The unemployed total includes all persons
who satisfactorily meet the above criteria, regardless
of their eligibility for unemployment insurance benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Employment and Earnings each month.
A special grouping of seven unemployment measures is
set forth in table A-7. Identified by the symbols U-1
through U-7, these measures represent a range of
possible definitions of unemployment and of the labor
force-from the most restrictive (U-1) to the most.
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

Nearly all economic phenomena are affected to
some degree by seasonal variations. These are
recurring, predictable events which are repeated more
or less regularly each year-changes in weather, opening
and closing of schools, major holidays, industry produc-
tion schedules, etc. The cumulative effects of these
events are often large. For example, on average over
the year, they explain about 95 percent of the month-
to-month variance in the unemployment figures. Since
seasonal variations tend to be large relative to the
underlying cyclical trends, it is necessary to' use
seasonally-adjusted data to interpret short-term
economic developments. At the beginning of each year,
seasonal adjustment factors for unemployment and
other labor force series are calculated for use during
the entire year, taking into account the prior year's
experience.

All *hasonally-adjusted civilian ' labor force and
unemplo, onst rate statistics, as well as the major
employment and unemployment estimates, are com-
puted by aggregating independently adjusted series.
The official unemployment rate for all civilian workers
is derived by dividing the estimate for total unem-
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ployment (the sum of four seasonally-adjusted age-sea
components) by the civilian labor force (the sum of 12
seasonally-adjusted age-sex components).

For establishment data, the seasonally-adjusted
series for all employees, production workers, average
weekly hours, and average hourwl earnings are *djusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
was based on data through May 1978.)

Sampling variability

Both the household and establishment survey
statistics arc subject to sampling error, which should be
taken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey is based upon s probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
questionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surveyed. The chances are about 68
out of 100 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through H in the "Explanatory Notes" of Em meat
and Earnings provide -approximations of thei sandrd
errors for unemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples providd an indication of the magnitude of
sampling error: For a- monthly change in total emi-

ployment, the standard error is on the order of plus or
minus 182,000. Similarly, the standard error on a change
in total unemployment is approximately 115,000. The
standard error on a change in the national unemploy-
ment rate is 0.12 percentage point.

Although- the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. However, since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1977 levels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables J through 0 in the "Explanatory
Notes" of Employment and Earnings.
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Table A.7. Range of unemployment measures based on varying definitions of un.mpoym.not and the labo force.,
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Table. B-i. Employee On nagiutrlpayrolls by industry
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Table B-3. Average hourl eId weekly earnings Of production or noCsuperoisory workers on private
nunegricolsoral payrolls by industry

F1e. DEE. JaN ra. FEd DE. 40
057 lor 1675 tort lore ise 97

TOTALPRIvATE .50.6 55.0..5 91 6 5.07 loos s....s s.o... 5.11.30SiyM/ . 5**9~~~~~.0 5.00 5.0. 5.gy 105.09 212.17 212.06 213.13
MIINING .6.93 8.05 8.20 8.21 290.30 350.16 30.850 353.03
CONSTRUCTION .... .32 6.01 e.96 0e91 2r.e67 330.50 310.91 317.0.
MANUFACTURING 3.. 59 9 . 6.06 ..50 236.81 267.506 250.05 26! .30

noooat~Own..usn 6.9T 2 e..9 6.03 2S6.71 292.72 281.52 250.13

i.5.30 0.70 ........ 0.. Sa1l 5.62 2110.r 232.1a 223.69 226.08
s.55 o as 9 4.0 9.03 17031 10I.I6 1 I6.31 1,67.3

si..,. dar. .. .2... ...... . 0.06 6.56 6.S5 6.57 2.1 .s 27r25 260.62 266.70. ._ ...................... . .06 6.65 8.58 0.66 320.S0 303.00 359.50 360 266d3 0.6~zo1 woa~s * IX *2 6.50 6.63 206.03 200.36 266.67 zr u0s....... ........ te6.59 r.13 7.0r 7.13 270.50 u1lu. 606.00 306.31
0.66 0.10 6.12 6.10 224.03 201.03 216.02 20T7.0
yoanszzson ewi

6
gat 7 I 50 6u 33 832 305.02 373.6u 300 u3 350.27laOii,.Oi..i...i.....o. 5.50 0.05 5.07 60. 2235.8 208.12 262.98 20T7.6Iai,.ii..w..iwi>C.,i., . . . 0.07 0.66 0.02 0.00 073.66 191.00 189.42 100.10

500IS ..A.LE 00000. .. . 0.36 5.75 50.1 5.61 20e.20 220-.3 226.5O 226.59

F oa rakiosa woa3 5s* 0.Oe 602 6. 10 6.1 222.16 263.20 200.05 236.00................. -......... 632 6.06 6 57 229 0.s 265.22 233.8 2
* ex nal :: s.ls :.46 0.50 0. 1 50 166.82 162.re 179.05 170.55Ot.I ii...I. ................... 3.S *0.7 0.?17 0.1 130. r5 105.71 060.20 165.6.,dd anaallI,.dwo~i. 6.32 6.70 6.60 6.82 260.60 209.69 20S.68 2 I. 7tii.AiOnarsra,.rxi0 .. ... . 6.30 6.68 6.60 6.62 230.58 850.16 208.20 267.506.6i2 7.28 7.,31 7.31 252.35 307.69 300.63 304.83tiio..i..00nui..oai .. 6.57 6.86 6.07 8 90 3600.60 3l8807 301 00 30. 25

0
i,.Rub_.a ranbawo . 5.33 5.5t 5.61 5.70 210.56 206.93 836.70 237.67

Lwrziidiuiwnai. 3.80 0.01 0.15 6.15 036.20 106.77 600.23 360.62

TRANSPORTATION AND PUBLIC UTILITIES 7. 37 7.62 7.97 T7.2 2900.0 310.36 306.03 3090.7
.HOLESALE AND RETAIL TRADE . . 0.0 5.60 0.09 6.96 106.60 156.66 157.91 150922

WHIOLESAILE 7RADE . . ... ... 56 6.15 6.10 6.06 217.3I 2006 837.31 237.93RETAIL TRAOE 0.10 6.31 6.66 0..7 120266 030.90 133.3S 1340.9
FINANCE INSURANCE.AND REAL ESTATE . ... 76 5.07 5.13 5.16 173.26 060.*3 186673 187.31
SERVICES _ .6.091 5.16 5.23 5.26 160.56 67.70 1690.5 170.02



67

ESTABLISHMENT DATA
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ESTABLISHMENT DATA

TOTA II..T IAT |0 1; j Of e. 09 E. 1979

I 20. 21. 20.0 - ! !22'0.T0 - I

TOT.L M.-A~ -I.-: |i

009A~s : - 1 §.7 i.so 00.0 2019 [ !22.0 222.0 223.1 . 0'
'" ' --- -- .... - I- vt I~ a7 "" ''' '- .. 12, I

221.* 207.0 1 209.7 209.2 209. 1 291 .9 252.7 0I.3 .3
T0T87970 nc 1 too.i 069.9 210.8 200.0 212.9 213.5 209.3 7.8 .0800077.T3o n 209.0 2218.0 220.0 222-.0 220.0 229.0 22a.9 .2

9T3009M0OOCOTALT9AOO 199.7 2099 i 200.8 203. I 210.4 217.8 217.0 9.1 .1
03900 0000,0100001707 000.3 090.2 j199.0 200.1 292.0 292.1 202.0 0.3 I .0
0090700 J ^ oo.. 200.0 207.9 [217.01 200.9 221.1 220.7 7.2 .t~~~~~~~~~~~~~~1 >.. at9. I . b

2 70007 0000 909~e "-0.3. 7900 4000007l 190 70400000 0979. OnE LATEST 90070 OOIILOOLE.
O PEOCEOT 000o0 .09 -.2 P009 TECETO 1970 004000007T 099. 000 LATEST 00900 MOILOOLE.

Ce . . 131.. IT

00070 - .1 0. 0 .20 F .. 03 .MEN. III 0T. 10 7 7.00 0..70. " .. 7.00 7o.Z, 00 .700 ~3..-. 7 90 000

Table d-G Ido.o of gg.t w-kty h.oors of p-od06s0oo nonsuP roirOoT worb -o n 0 r000t0

noooogooolto.l PVaOll by indootv. -..oaIV d.e6 d

02. 0 P9. 879. 9 .0 HIT. J 09. S . 000. 903. O1C. 404. |00.

TOTALF --7TE .. 117.1 01.1 020.0 020.0 020. 120.. II.0 020.80 20.8 122.1 022..

-............ 1fo..: :9: 0.0 0.0 8.1 "'-' .o 009.5104.9 0.0.0 19.91 000.4 090.8

.................... ...... 11.0 103.1 000.9 1003.9 00.7 I00.0 109.2 100.0 199.0 009.01

CONSTRLICTION 0002 1. 111. 110.0 117.1 122.0 020.2 122.0 122.8 1212.o 122.3112.9 120.81 020.0

.|.................... 100.1 002. 102.9 ioi. 101.7 0o9.0 101.0 1i1.2 jO2.l 1iO.O 100.8 009.0 009.0

909027.0 oo . 1000.9 100. 090.2 103.N 803.0 000.0 003.9 003.0 '009.9 097.0 000.9 096.7 109 7
L.00040.30 i00.0 ii017 009.0 000.4 103.0 002.3 010.7, 080.8Io9.9119.3 11008.2 18.011 0082

...... --- i 100 112. 112.9 19.9 000.31 180.0 008.211 0009 100.00.8 0097 109

j900.7.7 0o _ 2008.0 001.0 002.7 01.7 012.0 .1 99. 000.0 'a :: |t 2 13 3 2
000.0 R m | 0 * 2., 003.9 093.3 002.0 o102.0 100.0 102.81193.1 1000.2 008.0. 0. 097.7.
89^ -§7.0 ,.i 190.0 099.5 01: 112.10. I0..0 11t20001.91 13.8 10.9 010.9 008.9 10.9S

IW . I *&~~~9.0 Ulo.2 000.0 99.0 99.8 l8.2! 000.01 009.8 008.0 002.81 103.0 090.71 000.2
' . 1 **~~~~9.7 07.~ 97.0 98.4 99.8 98.21 90.8l 90.7 190f.,000.0 103.8 190.91 009.9

a...0030000 9017.9 oho.t 020.7 129.0 00.9 023.0 023.9123.9 020.9 129.0 020.9is.. 090*1X.9
987.000*900 s.t10. 0992.oy 99.0 2.* 090.4 900.9 @ 190-l9.8 99.0 100.8 009.3 000.9 009.8119ff1.5 092.

0000897.9 c 7. * . I 9. 99.9 98.9 90.7 98.01 902 7.2j 97.21 90.1 .81 99. 99.9'99.2. §k. l .......... .... ..... k§.T§. < * * .9 -. @.@ §s.1 .* 96.31 2 .1 @. n .T

e + ~~~~79.*1 I0.! 00.2 00.8 0.0 78.8 7.9 71.9 T,5 Z 70 T.91 77.8 71.91 72.4
T *l>I..o....o....o 92.9' 3.r 93.0 92.8 90.8 90.01 90.21 90.01 90.81 90.0, 98.2 93. 90.01II~~~~d t~~~~lil-° | t |s t~~~~~~~~: *t:*t: ' ° '|:21 N, , :,:ii12T

aiwe c............ - ' - §- §. : :S§s19.tvs1931o. C.1e.

o~~o 90.7 98.! 98.0 18 9. 3. 00 9. 92.2 90.8 08.1 98.7.90:0
3~~0..3o0 0~~03~0000~~ I 92~0 90. 93.2 90.9 91.9 90.0 90.01 00.1l 0.7 989 09.0 99 0.

79o'~0000100 w . 99*.0l 101.e 108.0 080 .i 000.9 000.9 99. 2190 09.0 100.9 09011.7 190.9 102:.0

-.0..90.203 0 90I '.9 19~ 99.0 "'.'" 191.. 0 98.0 97.8 00.9 100.31 000.0 190. 0 102.

PO. 2307.. .- 1o*.o oo.: 822.0 120. 009.0 020.3 123...2.102.7 000.0 108.0 I. 1 090:0] 029:7
.......... - 07.8 89. 70.0 70. 7.0 87.01 8.0. 9.0. 0.1 87.1 08. .1 0

9-0300 ...0.......0 2.8 029.. 130.5 130.9 30. 30.7 034.0 131.0 132. 1.8.31. 02.9 132.0' 132.8

OTILITIEO 007.7j 099.0 1"7 109. 9 0- 80.59 107.7j 10.2 01.9 118 . 1100.9 000.4 12.9,

T7OE .800.2j 189.9.8.0 12.0 128. 27.0 027.2| 127.5. 020.0 000.0 120.7 127.-1 09.

9900LEOOLE 70000 . I 23.9i2 009. 820.9 029.2 028.0 099.0i 020.1 007.0 19t7.8i 027.8 820.9 028.0' 020.9
9070IL E 70 1 12. 812.4 127 0a27.0 022.0 127.7 027.7j 128.9 120. 120.0 02. 029.0

-90 1TCEt - | i.aI 9'3.: 100.0 Toa4 £o3.9 ' io.oi ooo.iI i's.oI oos.oI oos.. ios.oI oos.oI 009 9



68

ESTABLISHMENT DATA ESTABLISHMENT DATA
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Senator BENTBEN. Thank you, Commissioner Norwood.
First, let me congratulate you on receiving the Philip Arnow Award.

I understand that can only be given once in a lifetime and it is for
continuous excellent service, and we are very pleased to comment on it
this morning.

Ms. NORWOOD. Thank you, sir.
Senator BENrTsE. It is very well deserved.
Senator PROXMIRE. If the Chair would yield; I would like to join

the chairman in those congratulations. I had an opportunity to work
with you when you were assistant to Mr. Shiskin, and throughout the
years, you have been a superb economist and you have certainly con-
tributed greatly to the understanding of this committee and the Con-
gress and we are in your debt.

- Ms. NORwOOD. Thank you, I appreciate that very much.
Senator PnOXMIREn. You are a very deserving recipient.
Senator BENTSEN. I want to ask you a question about housing. The

Federal authorities have just moved to cut out the money certificate
quarter-point interest rate advantage. They obviously have done that
because they think the economy is overheating. Won't that really slow
down housing starts and can't we expect substantial increases in un-
employment in the housing industry as a result?

Ms. NORWOOD. I think it certainly has been taken in order to attempt
to curtail some of the funds that are going into construction. Housing
starts, residential housing starts have gone down, of course, in January.
In addition, I think that-

Senator BENTsEN. But you still have an amount of employed people
in housing, approximately 400,000 more than 1 year ago, as I under-
stand it.

Ms. NORWOOD. Yes. But in the last few months in construction, em-
ployment has shown some downturn. That may be due to bad weather.
We are not sure that it is necessarily because of a slowdown in housing,
although there is some evidence that the rates of price increase in
construction materials is slowing down. In addition, of course, the
mortgage rates for interest have hit the usury limit in a large number
of States and that would have some effect.

Senator BENTSEN. Well, let's get back to the question though. If
they have cut money certificates by a quarter of 1 point, that will
obviously discourage some savers and that has to cut back on the
money supply. Won't that in turn cut back on housing starts bnd
doesn't that mean more unemployment in the housing industry!

Ms. NORWOOD. It certainly is possible that that could happen. I
think the question is, however, what are the alternative uses of those
funds? I think we will have to wait and see.

The rates of 9 percent are still fairly high. Whether that quarter
percent will mean that people will channel their savings into other
areas remains to be seen. I think it is true that the rate of consumer
savings is quite low.

Senator BENTsEN. The rate of consumer savings in this country is
the lowest of any major nation in the world.

Ms. NORWOOD. And it is lower than it has been.
Senator BENTSFN. That is correct.
Now, Commissioner, obviously inflation is still the No. 1 problem

in this country. We talk about unemployment being at 5.7 percent,



70

which although it is an improvement, is not that major a change in the
unemployment rate. When you stop to think about the incredible crea-
tion of new jobs in this country that in the last 2 years you have had
7.5 million people added to employment, one realizes no other country
in the world has duplicated that. But one of the reasons for the in-
creased labor force has to be because of the problems of inflation, and
families having a tough time making ends meet. You have many house-
wives who were not a part of the labor force, who are being included
in it now. They are having to take jobs. There is no question in my
mind but that that is one of the reasons. And teenagers who might not
have taken jobs otherwise, are taking jobs because of the pressures
of inflation on meeting the family budget.

Would you concur in that?
Ms. NORWOOD. I think that certainly is an element, Mr. Chairman.

I think there are other things as well and it is very hard to measure
them or to have any specific information on them. I think there is, also,
an expectation in this country that the standard of living should
increase. In a period of inflation this may mean that in order to
increase a family's standard of living the family has to have an addi-
tional income as well, just to keep up.

In addition, of course, there are social changes going on, as we know.
Senator BENTSEN. Commissioner, has the Bureau of Labor Statistics

made any analysis of industries by two digit SIC code classification
to see whether there is any statistical evidence within the Producer
Price Index that industries are violating the guidelines?

Ms. NORWOOD. Mr. Chairman, the Bureau of Labor Statistics tries
to provide the most effective analysis we can of what is happening to
prices. It is the responsibility of other agencies of the Government
to determine the effectiveness or lack of effectiveness of particular poli-
cies. We try to report-perhaps by industry at times, depending on
whether it is important, or by commodity grouping-what is actually
happening.

Senator BENTSEN. I don't believe that answered my question.
Ms. NORWOOD. Well, the answer, I think, is that we do analyses of

the Producer Price Index data and the Consumer Price and the Em-
ployment Situation data to look at the changes that have occurred. We
have not specifically looked at the data in order to determine whether
companies have violated the guidelines, which I think is the question.

Senator BENTSEN. That's right. And that is the question that wasn't
answered. Now you are coming to it-you've not checked that.

Ms. NORWOOD. We have not done that and what I was trying to
explain, sir, is the reason we do not do that. We feel that in order
to be an agency that is effective in collecting information that is needed
by policymakers, we should leave compliance efforts to the agencies
who are responsible for that. Obviously, in any discussion of the
economy and of price change in the construction area, or in any other
area, one can certainlv draw his conclusions about actual compliance.

Senator BENTSEN. Which of the producers price increases in Febru-
ary do you see translating into price increases at the retail level in
April or March?

Ms. NORWOOD. Well, of course, food moves verv rapidly. Food price
increases will show up at the retail level, and some of them have
already. The crude materials price increases will eventually find their
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way through, but it will take somewhat longer. Many of the scrap
metals, the whole nonferrous metals area and some of the intermediate
level price increases will find their way through over somewhat a
longer period of time.

Mr. Layng has done more analysis of the time that it takes for
price increases to find their way through the economy. He may have
something more to contribute.

Mr. LAYNG. I don't have a great deal to add to that other than the
fact that in the area of some of the durable consumer finished goods
it can take as long as 6 to 9 months and sometimes longer for those
price increases to be transmitted because purchasing is done on a
seasonal basis. There may be some purchasing like that going on
particularly in the furniture area where retailers are now buying
furniture that they will be selling in the summer or later on in the
year. Some of the price increases that are reflected now may be in the
seasonal merchandise that will not come on store shelves until later.

But predominantly in the finished goods consumer area, most of
the items move relatively quickly. As Ms. Norwood indicated, the gaso-
line and food areas move quickly, as do automobiles.

Senator BENTSEN. Commissioner, I hear a lot of questions from
people asking are we going to have a recession and when are we going
to have a recession? I listen to the economists putting it off farther
and farther in time, but do not these figures you have quoted to us on
employment and unemployment and the creation of new jobs and the
acceleration of the creation of new jobs, mean that no recession is
imminent

Ms. NORWOOD. I see no sign in our figures of anything but very full
business activity.

Senator BENTSEN. Well, don't we really see the other side of it!
Don't we see the economy overheating?

Ms. NORWOOD. There certainly is a great deal of concern, I think,
particularly on the price side. I believe that there is general agree-
ment that there needs to be some dampening in order to attempt to
reduce the rate of inflation that we are experiencing.

Senator BENTSEN. Well, I have seen some numbers that didn't add
up to me, and that was the edging down of prices in processed fuels
in February, on commercial jet fuel, residual fuel oil, and liquefied
petroleum gas. At the same time I am reading these stories about
iet fuel shortages.

I can't believe that at a time of shortages that prices would fall;
would you explain that to me?

Ms. NORWOOD. I believe we have no further information on that
situation. Perhaps Mr. Layng has something to contribute.

Mr. LAYNG. The calculation of that component of the Index is
performed using a term we refer to as "realized price" which essen-
tially is taking a revenue and dividing by a quantity for as detailed
a specification as possible. In the jet fuel area you have a large amount
of contractual operations, large amounts of that product move through
relatively, long-term contracts with escalators. With that kind of
measure you can get some month-to-month variations when things are
changing. I would essentially agree with you that the underlying trend
is not that, but you get some month-to-month variations.
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I am sure if you look over a longer span you will see that it is in fact,
increasing and not decreasing. Based on the information that we have
heard, the expectation is that those prices are going to be rising.

Senator BENTSEN. Commissioner, I know the White House is con-
cerned, as we all are, with the rising cost of food. I have heard
some comments that they are going to take some strong affirmative ac-
tion to try to slow down the increase. One of the ways they are talking
about doing it is increasing beef imports, cracking down on dairy co-
operatives, encouraging more soybean planting in this country-do
you see any significant curtailment in price increases as a result of
such action? Did you see any significant drop in prices of beef when
the President increased imports last year?

Ms. NoRwooD. Was there?
Mr. LAYNG. No, not a great deal, I don't believe.
Ms. NORWOOD. The experience last year, as I recall it, did not show

a big drop. But, of course, the situation could be different. It depends
upon a whole variety of other factors. There seems to be some evidence
that there is a short supply of beef and, obviously, if you increase the
supply-

Senator BENTSEN. That's true around the world.
Ms. NORWOOD [continuing]. Through imports, or any other way,

that would-
Senator BENTSEN. That's true around the world, not just the United

States.
Ms. NORWOOD. Yes, of course. There does not seem to be a great deal

that can be done very quickly in any case in order to bring about a
reaction in food prices.

Senator BENTSEN. Commissioner, how many blacks are outside of
the labor force as compared to whites?

Can you compare that with past recessions or expansion periods?
Ms. NORWOOD. We could provide that for the record.
Senator BENTSEN. I would like to have that for the record.
[The information referred to follows:]

LEVEL AND RATE OF "NONPARTICIPATION" I IN THE CIVILIAN LABOR FORCE DURI NG EXPANSION PERIODS,
SEASONALLY ADJUSTED

[Numbers in thousandsj

Black and other White

Trough Peak Trough Peak

Expansion period Number Rate Number Rate Number Rate

April 1958 to April 1960- 3,879 34.4 4, 202 36.3 41,843 41.0 43,106 41.1
February 1961 to December 1969- 4, 281 35.7 5, 538 37.9 43, 563 41.0 48, 314 40.0Novembe r 1970 to November 1973--- - 5, 823 38.7 6, 640 39.4 48, 782 39. 7 50, 398 38.7
March 1975 to current month (Feb-

ruary 1979) -7,174 40.8 7, 486 38.0 51, 240 38.6 50, 430 35.8

! Rate of nonparticipation represents those not in the labor force as a percent of the civilian noninstitutional population.
It is the increase of the labor force participation rate.

Source: U.S. Department of Labor, Bureau of Labor Statistics, Mar. 16, 1979.

Senator BENTSEN. Do you find any regional differences in family
income for blacks as opposed to whites?
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Ms. NORWOOD. There certainly are some. I have recently looked at
overall figures by region for family income and at the change in
them. I can certainly provide for the record a regional breakdown of
the differentials between blacks and whites.

Senator BENTSEN. If you would.
[The information referred to follows:]

MEDIAN TOTAL FAMILY INCOME IN 1977

Income of blacks
as a proportion

of income of
White Black whites

United States -$16, 740 59, 553 57.1
Northeast -17, 302 10,285 59.4
North Central -17, 231 10,690 62.0
South -15,721 8,962 57.0
West -16, 985 9, 917 58.4

Source: U.S. Bureau of the Census, Current Population Survey, March 1978.

Senator BENTSEN. My time has expired. Thank you.
Senator Proxmire.
Senator PRoxiwiRE. Commissioner, in your statement you point out

that the Producer Price Index for the first 2 months of this year shows
an increase of 2.4 percent. That would be at an annual rate of close
to 15 percent. And you say that this-the elements of this, particu-
larly if you go back to the crude materials, crude goods, intermediate
goods and so forth-suggests that prices are going to increase to the
consumer level for some months.

Can you give us a little bit of quantification on that? How much of
an increase? Would you say that there is any prospect, for example,
that price increases could slow down to the level the administration
predicted? They predicted, as you know, a 7.5-percent increase for
the year.

Ms. NORWOOD. Yes.
Senator PROXMImE. As I calculate it, already in the first 2 months

they have lost 2.4 percent of that, which means in the remaining
10 months we have to average 0.5 percent per month to come in at the
administration's predicted level. Would you say on the basis of the
statistics you have now that that is probably not realistic, that 7.5-
percent target?

Ms. NORWOOD. it would certainly be very difflicult, Senator Prox-
mire. Everybody is talking about the problems of food price increases
and the Department of Agriculture has provided the public with
evidence that shows that those increases may be with us for some
period of time.

There is a great deal of evidence that energy prices are high and
are probably not going to decline very rapidly.

Senator PROXMIRE. Don't the employment figures that you gave us
this morning-after all, while we are not at full employment level in
my view, although some economists think we are close to it, the fact
is that business is hiring and unemployment as a rate at least is drop-
ping, that the number of adult males unemployed is as low as it is-
all suggest that there is or will tend to be a pressure in the wage area.

In other words, there is no big substantial number of qualified
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skilled workers in some areas, I would guess, in view of the present
level of unemployment.

Would you agree with that?
Ms. NORWOOD. I think that capacity utilization is clearly high, inmanufacturing it is somewhere over 85 or 86 percent. There may be,

as we move ahead, some shortages for particular skills. There doesn't
seem to be any evidence of general shortages of people yet. I think
another element that is extremely important is in what part of the
economy the growth occurs.

The skills, the kinds of workers that are needed in the various sectors
are not quite the same.

Senator PROXMIRE. In the Bureau of Labor Statistics paper that
you have-not your statement, but the press release that was distributed
here, I refer to that.

Ms. NORWOOD. Yes.
Senator PROXirIRE. The last two sentences are very interesting. Yousay, "During the 12-month period ended in January, the Hourly Earn-

ings Index in dollars of constant purchasing power declined 1.3 per-
cent. * * *", and the rest is in parenthetical reference.

Ms. NORWOOD. Yes.
Senator PROXMIRE. That suggests that people are taking a real cut

in their wages. In fact that is what you say.
That would suggest to me that it is going to be extremely hard topersuade labor to abide by guidelines in view of the fact that we are

operating now at between 10 and 15 percent inflation on the basis ofthe first 2 months. Here you have the combination of labor negotiators
saying:

Now, look, inflation is going between 10 and 15 percent at the present time;we lost 1.3 percent-the Nation as a whole at least for workers as a whole lostin real income last year-and, therefore, we are going to be killed if we standby the 7-percent guideline unless, of course, Congress passes wage Insurance.
Would that seem to be a logical progression?
Ms. NoiRWOOD. It certainly presents a very difficult dilemma because

it is clear that wages have beeen going up at roughly between 8 and
9 percent; and if you look at total compensation which includes more
than wages, the rise is somewhat above 9 percent. But it is in that
range. With the rates of price increase we are having, it is certainly
very difficult.

Senator PROXMIRE. Now, you report 4 percent adult male unemploy-
ment.

Ms. NORWOOD. Yes.
Senator PROXMERE. That's from age 20 on, right?
Ms. NORWOOD. Twenty up, yes, sir.
Senator PROXMIRE. Can you give us any notion of how close that

may be to full employment? Isn't most of that frictional? Is there
any way you can estimate that at all? I realize that this is a question
that is a matter of judgment, but what is your best judgment on
that?

Ms. NORWOOD. Mr. Stein says that that rate has been lower, in 1974.
Senator PROXMURE. 1974. Early 1974?
Ms. NORWOOD. Yes.
Senator PROXMIRE. Do you have the level of white male adult

unemployment?



75

Mr. STrEIN. Yes. I will have to find it.
Ms. NORWOOD. It is 3.4 percent.
Senator PROXMIRE. Three point four percent. Now that is a very low

figure, maybe it's been lower before; but that suggests among the
skilled laborers, which category is dominated by the males, that we may
be close to a level of where there may be scarcities.

Ms. NORWOOD. Yes.
Senator PROXMIRE. This is the alltime record, I take it, that you are

reporting to us this morning on the proportion of adult population
actually at work, 59.4 percent?

Ms. NoRwooD. That is so, yes.
Senator PROXMIRE. And as you indicate, business is hiring. Is there

any indication on inventories, are inventories in relationship to sales
low?

Ms. NORWOOD. I have not seen any figures on inventories to indicate
that there are any real difficulties.

Senator PROXMIRE. All the reports I have seen in the business publi-
cations-Fontune, Business Week, and so forth-indicate that inven-
tories are low historically in relationship to sales.

Ms. NORWOOD. That is true.
Senator PROXMIRE. Again, that is an indication that the economy is

in fairly good shape. In the past when we have been in a virtual reces-
sion we have had a situation where inventories have been high, right?
And if business slows down hiring and discharges people they work off
their inventories and we don't have that overhang.

Ms. NORWOOD. That is right. There are no signs of that kind at all,
Senator Proxmire; in fact, purchase of durable goods are up and it
would appear that the view of businessmen must be that economic
activity is continuing strong, and that it is worthwhile for them to
continue.

Senator PROXMIRE. And the figures might have been even more im-
pressive for the month, in view of the fact that we had very bad
weather. Nobody in Washington has to be reminded of that, but
throughout the East we have had very heavy snow which must have
had some effect in slowing down activities, perhaps slowing down
hiring in the month of Febraury.

Ms. NORWOOD. Yes.
Senator PROXMIRE. What influence, if any, did the weather have on

empioyoient and uneniploymnent last month?
Ms. NORWOOD. It is hard to tell, Senator Proxmire. As you well know,

the household survey and the establishment survey cover a particular
period of the month and it is possible, always, that you can miss some of
the weather effect. We don't see any evidence of weather. As you note,
average weekly hours have remained fairly stable. One would expect
that if there were an effect of bad weather, average weekly hours would
go down, but that has not happened.

Senator PROXMIRE. I am a little surprised at that because the
weather has been quite severe.

Ms. NORWOOD. Yes.
Senator PROXMIRE. In the part of the country where there is an

enormous population, and heavy employment is just where it has
been severe.

50-680 0 - 79 - 6
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Ms. NORWOOD. It is possible that it could be due to the specific week
of the survey.

Senator ROXmRE. I see.
Now, in your statement, you say, "The construction industry, which

had been expanding throughout most of 1978, has trimmed its work
force over the past 2 months." You don't give us any figures on that.
How much is that?

MS. NORWOOD. Payroll jobs were down by about 50,000.
Senator PRoxmjuE. The chairman was asking about that. What

concerns me about the construction industry is that by and large it
is featured with very, very high levels of unemployment.

Ms. NORWOOD. Yes.
Senator PROXMIRE. In fact, as I understand it, construction workers

work, instead of 2,000 hours a year, they only average about 1,400
hours a year. So here is one area where it would seem to me that these
layoffs would not be helpful in stemming inflation. As the chairman
pointed out, those are the policies that the regulatory bodies are now
following by making it tougher to invest in 6-month certificates.

MS. Nonwoon. Yes.
Senator PRoxMuuE. So this would aggravate the situation so that

where you now-what do you have, 9 or 8 percent unemployment in
the construction trades?

Ms. NORWOOD. No, sir. We have 11.5 percent.
Senator PROXMIRE. 11.5 percent; well, that is even more persuasive

then; you don't solve much of a problem to push that 11.5 percent up
to 13 or 15 percent.

Ms. NORWOOD. It may well be, of course, that the level of employ-
ment activity in construction may well be affected by the unusually
harsh weather. It is hard to tell at this point.

Senator PROXMIRE. Now, I want to congratulate you, Madam Com-
missioner, on your concern and your very helpful statistics on black
unemployment. This is one of the clearest and most sharply focused
presentations we have had on what has happened to blacks and teen-
agers. I think we have neglected that too long. But there is a question
here. You say that among blacks, nearly one-half of the unemployed
teenagers live in a female-headed family and only 60 percent of these
young people have a working relative. Moreover, you continue, the
earnings of that employed relative tend to be low.

You have pointed to one option that we can take to do something
about -that; that is, to try to do our best to try to persuade black young-
sters to stay in school so that they can graduate, and if they get the
diploma, they have a better chance of getting a better job, and you say
the jobless rate for graduates of high school is substantially lower than
for the dropouts. What other options are available? I am not asking
you to give us your opinion on what we ought to do, because that is a
policy decision; but what else is there available that we can do in this
area?

Ms. NORWOOD. I think it is clear that vouth emrnlovment Programs,
special training programs for youth, particularly black youth, or those
who normally do not gain skills or have much labor market experience,
would be quite useful.
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I also believe that attention to the whole group, that is, those female-
headed families where there are children and where the mother is either
working with very low income or not working at all, is extremely
important because a very large proportion of those families are living
in poverty.

Senator PROXMIRE. Thank you very much.
Senator BENTSEN. Thank you.
I would like to close with a comment, Commissioner, on my concern

with productivity and productivity numbers.
I have listened to wliat's happening to our country on productivity

and the fact that last year our zain in productivity was 0.8 percent,
and this year it is projected at 0.4 percent, which is the lowest of any
industrial nation in the world. As I understand it, productivity is
measured by output per man-hour-

Ms. NoRwoon. Yes, that's correct.
Senator BENTSEN [continuing]. Maybe it's "person-hour" now. But

there has been a very substantial gain in total output for the Nation.
We are told that part of the reason that productivity has not increased
as much as before is that we are getting people who don't have lengthy
work experience coming into the labor market, people who have been
housewives, or perhaps other people not labeled as part of the work
force.

Now, there must be a way to get a feel for the numbers of what is
happening in that regard to the overall Nation. There has to be a
collective increase in productivity beyond that shown by the output
per man-hour data because of the many new people added to the work
force.

Well, I would like to find if there is a way we can get that kind of a
readout.

In addition to that, I seriously question the productivity numbers.
You have so many industries that are not included; for example, a
large portion of the service industry is not included. We have heard
people debate whether it is one area where productivity cannot be
increased very much, but I think people are changing their minIIth onl
that question. There are ways to substantially increase productivity in
the service industry and I think increases are occurring.

Another example that I am thinking of here is measurement of
productivity of Government employees: in effect, you just measure the
input. I also understand that the hospital industry is not even con-
sidered in the productivity measurement.

I know what is happening to costs in the hospital industry, but I also
know what is happening to the great increase in services that are
provided.

Now, those are concerns of mine and I would like at another time-
because I don't want a top-of-the-head answer-I would like a thought-
ful response to that and what can be done about it.

Ms. NORWOOD. I would be glad to provide you, in the near future, with
a more thoughtful response than I might be able to give at this
moment.
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[The following information was subsequently supplied for the
record:]

U.S. DEPARTMENT OF LABOR,
BUREAU Or LABOR STATISTICS,

Hon. LLOYD BENTSEN, Washington, D.C., May 3, 1979.
Chairman, Joint Economic Committee,
Congress of the United States,
Washington, D.C.

DEzA CHAIRMAN BENTSEN: In the unemployment hearing on March 9, you
asked several questions about the adequacy of productivity measures. First, youraised questions about the treatment of service industries and government. Letme first review briefly the measures we do have and their adequacy.

At the present time, we publish quarterly aggregate productivity indexes asmeasured by output per hour of all persons in the entire private business sectorof the economy. The only economic activities which are excluded from this aggre-gate measure are general government, owner-occupied housing, households andnonprofit institutions. Thus, the activities of all the goods producing sectors andmost of the service sectors are included in the aggregate productivity measure.
The productivity indexes are derived from an output index and a correspond-ing labor input measure. The overall framework for the output measure is theNational Income and Product Accounts-the GNP data. We remove the sectorsI mentioned for either of two reasons: (1) the output in real terms for these sec-tors in the National Accounts is measured by labor input alone, and thus impliesno productivity change, or (2) we have no corresponding labor input measure thatcan be related to the output data. For example, although rents are used to repre-sent the value of the services produced (or output) of owner-occupied housing inGNP, there is no corresponding measure of labor input. In the cases of generalgovernment, households and non-profit institutions, the National Accounts usechanges in employment to represent changes in real output. However, the outputand labor input of government enterprises, such as TVA and the Postal Service,are included in our measures since actual output measures for these activities areavailable. Our aggregate productivity measures, therefore, do cover most activi-ties in the economy. In employment terms, the measure represents about 80 per-cent of the total workforce.
As you suggested, there are, of course, problems in the measurement of pro-ductivity in specific sectors, such as services, hospitals, etc., but it is importantto note that the aggregate measure for the total private business sector, unlikethe measures for specific industries, is derived from the final GNP measure.The price and quantity information for the private business sector as a wholeis not dependent on a build-up from the component sectors. Rather, it is derivedfrom the expenditure side of the National Income Accounts which measures thefinal production for consumption, investment and international transactions.Since the measures for the separate sectors-such as construction, min ng, trade.manufacturing, finance insurance, and real estate, and other services-are de-rived independently, the quality of the individual sector measures may beweaker than the quality of the aggregate one. It is the overall aggregate measurewhich shows the deceleration in productivity growth since the mid-1960's.
A panel of the National Academy of Sciences under the chairmanship ofProfessor Albert Rees recently completed an extensive review of productivitymeasures. In a preliminary report, the panel found only 5 percent of the presentofficial productivity measures questionable because output is based at least inpart on changes in inputs.
Despite the fact that the aggregate productivity measure for the private busi-ness sector is not affected by the same limitations as the measures for some in-dividual industries, specific industry measures still are needed for pinpointing

problem areas. It is for this reason that BLS publishes senarate measures forthe manufacturing and the nonfinancial corporate sector and for about 72 specificindustries. These separate industry measures include indexes for service in-dustries as well as manufacturing, transportation, communications and utilitiesindustries. For example, in the service area we publish annual productivityindexes for retail food stores, hotels and motels, laundry and cleaning services,eating and drinking places, gasoline service stations and franchised new cardealers.
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These industry measures show some of the variation in productivity growth
within the private business sector, but it is also important, in order to fully un-
derstand the productivity problem, to have reliable measures for additional in-
dustries. We have been working to increase the industries covered and because
of the special difficulties in the service area have been working very hard to
develop additional measures in this area.

An understanding of productivity developments requires information based
on inputs other than labor because it is important to separate out the effects
of capital inputs on productivity. The development of mutti-factor productivity
indexes is more complex than the measurement of labor productivity alone, and
the BLS is currently developing plans for a program in this area.

Your second question referred to the effect on productivity of the large influx
of new workers into the labor force. Large numbers of young people have en-
tered the labor force during this period of productivity fall-off. Their numbers
have been so great that the profile of the employees has been affected. The pro-
portions of younger people (16-24), as a percent of the workforce, increased
from 19 percent in 1965 to 24 percent in 1973, and to 25 percent in 1978. To the
extent that these new entrants have less work experience than the rest of the
workforce, their contribution to output growth may initially be smaller. It is
estimated that the changing age composition contributes about 0.2 percentage
points in the deceleration in productivity growth from 1965-73. After 1973,
the impact was much less and did not contribute appreciably to the subsequent
productivity slowdown.

I hope this information will be helpful to you.
Sincerely yours,

JANET L. NORWOOD,
Acting Commissioner.

Ms. NoRwooD. I would just like to make a factual comment and that
is that, when you talk about some of these things, Mr. Chairman, you
are really referring to the overall productivity numbers which are
related, of course, to the data in the national accounts and the way in.
which those things are measured.

I do want you to know that the Bureau of Labor Statistics does
have a proaram for industry productivity measurement, and we have
certainly done a great deal of work in many of the individual indus-
tries. We also have underway in the Bureau, and have had for several
years, work on the measurement of Government productivity. That
is a very new field and it is very difficult, but it is one in which we feel
we can make a very real contribution.

Senator BENTSEN. Thank you very much, Commissioner.
Thank you for your testimony this morning.
Ms. NORWOOD. Thank you, Mr. Chairman.
[Whereupon, at 10:50 a.m., the committee adjourned, subject to the

cal of the Chair.]



EMPLOYMENT-UNEMPLOYMENT

FRIDAY, APRIL 6, 1979

CONGRESS OF THE UNITED STATES,
JOINT EcONomIc COMMITrEE,

Wa8hington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 6226,
Dirksen Senate Office Building, Hon. William Proxmire (member of
the committee) presiding.

Present: Senators Proxmire, Javits, and McClure; and Representa-
tive Mitchell.

Also present: John M. Albertine, executive director; Louis C. Kraut-
hoff II, assistant director-director, SSEC; M. Catherine Miller, pro-
fessional staff member; Mark Borchelt, administrative assistant; and
Charles H. Bradford, minority counsel.

OPENING STATEMENT OF SENATOR PROXMIRE, PRESIDING

Senator PROXMIRE. The committee will come to order.
Chairman Bentsen couldn't be here this morning, unfortunately. He

asked me to chair the meeting.
Of course we are delighted to have Congressman Parren Mitchell

with us.
Judging by the employment picture, the economy is still steaming

forward. Employment continued to grow in March by nearly 200,000
in the household survey. Over the quarter, employment gains have
registered nearly a million persons, which is a phenomenal increase
by any measure. Because the civilian labor force grew by less than em-
ployment, the unemployment rate remained at 5.7 percent. The em-
ployment-population ratio was unchanged at the record level of 59.4
Dercent in February.

Unemployment rates for adult men at 4 percent, adult women at 5.7
percent, and teenagers at 15.5 percent have really not changed sig-
nificantly since last summer. Although there has been some slight prog-
ress over the year, the unemployment rate for blacks still remains ex-
tremely high, 11.2 percent, while white unemployment rate has eased
down to 5 percent.

Looking at payroll employment shows even stronger employment
gains this month than the household survey. Measured by the establish-
ment survey, jobs increased by 325,000 since February. Gains oc-
curred in manufacturing, construction, and wholesale and retail trade.
The latter employment increase obviously reflected a continuing buy-
ing spree by consumers.

The average workweek, which can indicate a slowdown in the econ-
omy, still registered an hourly increase in March. Manufacturing

(81)
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hours also were up as well as factory overtime. As a matter of fact,
factory overtime was 3.8 hours for the fourth consecutive month. Al-though the hourly earnings index in February was up 8 percent over
1 year ago, it actually declined in real terms by almost 1.5 percent be-
cause of the inflation.

Yesterday the producer price indexes continued to show inflation isstill raging. Over the first quarter of the year, the finished goods price
index, the component most directly related to the retail sector, in-
creased at 14.1 percent at a seasonally adjusted annual rate, the largest
quarterly advance since the last quarter of 1974. If there was any good
news at all, it came in the slightly slowing increases for intermediate
and crude material prices. Most improvement was due to food, which
suggests that the rise in food prices may not be as catastrophic next
fall and next winter, perhaps, as it has been so far this winter.

We are going to be very interested in the potential effect of the
Teamster strike on unemployment in this month, which, of course, was
not felt at all in March, as I understand it. Possibly the United Air-
lines strike, in addition, although I imagine that would be much less
significant, and-maybe not have an overall significance.

We are also interested, of course, in the effects of the President's
energy program announced last night on television, which might have
a substantial effect. We would like very much to get your judgment of
the effect of that as compared with the administration's official an-
nouncement; and any effects it might have on unemployment, too,
would be, of course, very useful to us.

We want to hear from you first, Commissioner Norwood. But I wantto mention right now at the beginning that we are very honored and
happy to welcome the very distinguished economist who will join you
at the table after you have finished and we have some questions for you.
Mr. Levitan, who, as you know, is chairman of the National Commis-
sion on Employment and Unemployment Statistics, will discuss some
of the preliminary recommendations.

We are delighted to have both of you here today.
You go right ahead, Ms. Norwood, and then Congressman Mitchell

and I will ask some questions.

STATEMENT OF HON. JANET L. NORWOOD, ACTING COMMIS-
SIONER, BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR,
ACCOMPANIED BY W. JOHN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND ROBERT L.
STEIN, ASSISTANT COMMISSIONER, OFFICE OF CURRENT EM-
PLOYMENT ANALYSIS

Ms. NORWOOD. Thank you very much.
I am glad to have this opportunity, Senator Proxmire, to offer the

Joint Economic Committee a few brief comments to supplement ourEmployment Situation press release, issued this morning at 9 a.m., and
our Producer Price Index press release, issued yesterday morning.

Employment continued upward in March. the labor force increased,
and unemployment remained unchanged. Total employment accord-
ing to the household survey rose by 200,000 over the month, and the
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employment-population ratio remained at its previous high of 59.4
percent. The unemployment rate was 5.7 percent in March, continu-
ing the stability of recent months. Nearly half the unemployed were
jobless less than 5 weeks, indicating considerable turnover from month
to month.

The number of employees on nonfarm payrolls, as measured by
the establishment survey, rose by 325,000 between February and
March. Retail trade accounted for the largest increase, but significant
gains were also reported in construction and durable goods manu-
facturing industries. Employment in the construction industry had
been held down in the winter months, probably because of the unusu-
ally bad weather.

Average weekly hours of production or nonsupervisory workers in
the private nonfarm economy edged up, returning to December levels.
The index of aggregate weekly hours rose 0.8 percent over the month.

Total employment has grown by 3.5 million over the past year.
Over the same period, the civilian labor force has expanded by 3.2
million, and unemployment has been reduced by 300,000. The number
of discouraged workers-persons who want jobs but are not seeking
them because they believe no work is available-totaled 725,000 in
the first quarter of 1979, down by 200,000 from 1 year earlier.

Last month I reviewed with you some of the labor force problems
of black teenagers. This month, I would like to discuss the situation
among black adults.

Jobless rates for blacks have improved considerably over the last
few years, as have the rates for whites. Despite these favorable de-
velopments, however, the ratios of black unemployment to white un-
employment rates have risen to historically high levels. This increase
has occurred because the jobless reductions for whites were propor-
tionately greater than those for blacks. The current unemployment
rate for black men is 8.8 percent, 2.6 times higher than that for white
men, while the jobless rate for black women is 2 times that for whites.

Why have there not been stronger unemployment reductions among
blacks? One answer may be related to developments in their labor
force participation. The proportion of blacks who were in the labor
force declined slowly but consistently throughout the post-World
War II period, and then began to turn up after the 1974-75 recession,
apparently as the result of expanded job opportunities.

Indeed, over the past 9 years, black workers have posted propor-
tionately larger employment advances than white workers. But, al-
though large numbers of blacks became employed, the number was not
large enough to match the increased demand for jobs from blacks nor
was it large enough to improve their jobless position relative to whites.

There are many reasons for this uneven distribution of unemploy-
ment, and much has been written about it. I would like today only to
mention three important elements of data that are strikingly differ-
ent for whites and for blacks.

The first one is educational attainment. The proportion of black
workers who have completed 4 years of high school is increasing but
it still remains lower than the proportion for whites. In 1978, 60
percent of the blacks in the labor force had at least a high school edu-
cation compared to 75 percent for white workers.

I . I
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A second factor relates to occupational differences. Despite a sig-
nificant degree of occupational upgrading which has occurred in the
late 1960's and the 1970's, black workers are still overrepresented in
less-skilled jobs, which tend to be characterized by a high turnover
and higher incidence of unemployment.

In 1978, for example, the proportion employed in the relatively
stable professional and managerial occupations was 17 percent among
black workers and 27 percent among white workers. At the lower end
of the skills spectrum, 32 percent of employed blacks-nearly twice
the white proportion-were working as laborers or as service workers,
occupations subject to higher than average jobless rates.

The third difference is that unemployed blacks tend to be concen-
trated geographically to a greater extent than whites. About 60 per-
cent of the Nation's unemployed blacks live in the central cities.
Among whites, there is much greater dispersion. About 40 percent of
the unemployed whites live in suburban areas and another 30 per-
cent live outside of metropolitan areas. Not only is black unemploy-

..ment concentrated in central cities in general, it is clustered in some
specific cities, mainly in the Northeast and Midwest.

The March figures on employment and hours were not affected by
the work stoppage in the trucking industry which did not begin until
this week. To assist the Secretary in monitoring the impact of the
strike and lockout in the trucking industry on the economy, the Bureau
is conducting a weekly nationwide survey of the effects of the strike
on employment and hours. The first survey, begun the day before yes-
terday, is covering the changes occurring this week, and the results
will be available to the public by the end of next week.

I might add that the Bureau of Labor Statistics is extremely proudof its ability to handle the survey with this kind of timeframe.
In our survey, we are obtaining information on the reductions in the

workweek, the number of employees laid off, and whether or not these
reductions were caused by the trucking work stoppage. We are also
seeking information on anticipated reductions for the following week.

The surveys are similar to those we conducted during the coal strike
last year; however, because of the potentially nationwide impact of
the trucking industry, they are much more comprehensive. We are
surveying more than 3,800 establishments, all the large establishments
in our current employment survey with 1,000 or more employees cov-
ering all sectors of the economy.

We plan to continue the surveys each week in order to provide
current information on what is happening in the country as a whole
and in major regions.

The Producer Price Index for Finisher Goods released yesterday,
increased sharply for the third consecutive month. Producer finished
goods advanced for the first 3 months of this year at an annual rate of
14.1 percent, the largest quarterly increase since the 16.4-percent rate
for the fourth quarter of 1974.

Food and energy items continued to contribute significantly to in-
flation in March. Food prices at the producer level moved up 1.2
percent, as beef and veal prices increased sharply for the fourth month
in a row. However, prices of some food items declined in March, par-
ticularly pork and fresh vegetables, and these declines held the March
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increase in food prices somewhat below the increases in January and
February. In the energy area, prices of gasoline and home heating oil
continued to climb in March. Gasoline prices increased 2.9 percent and
home heating oil prices were up 5.3 percent, both very substantial in-
creases.

In spite of these large increases, however, some slight easing of price
pressures did occur in March. Prices of capital equipment increased
0.6 percent, less than both February's and January's price increases.
Prices of durable consumer goods behaved in a similar way. Some
slight improvement in the price situation for nonfood crude materials
also occurred in March.

Nevertheless, despite these improvements, on balance, it appears
that a considerable amount of upward pressure still exists in the price
structure. This is revealed best, perhaps, in the area of semifinished
materials.

Prices of nonfood semifinished materials increased 1.1 percent in
March. Over the last 6 months, prices of items in this category have
increased at an annual rate of 12.2 percent. The increase is well above
increases over the past few years and probably will lead to further
increases in finished goods prices at both the producer and retail level
over the next few months.

In summary, employment continued strong in March and more
workers entered the labor force. The unemployment rate held steady
at 5.7 percent, with very little change occurring among the various
demographic groups. Producer finished goods prices rose 1 percent
in March and for the first quarter of the year registered the largest
quarterly advance since the fourth quarter of 1974. Nevertheless, the
increases were in general not so widespread! as previously, and the
price advances for consumer goods, consumer durables, and for capital
equipment, while large, were less than those in the first 2 months of
the year.

A few weeks ago, the Working Party on Employment and Unem-
ployment Statistics of the Organization for Economic Cooperation
and Development, which I chair, met in Paris. The Working Party
had on its agenda several items which have from time to time been
raised during the hearings before this committee and I would like
very briefly to report to you on that.

In addition to questions of comparability of data for evaluation of
economic and social policies both within and between countries, the
Working Party had on its agenda the problems of measuring of book
and/or illegal workers. The discussion focused on the problems of
measurement and statistical activities undertaken in each of the coun-
tries to determine the extent of undercounted workers.

A second item on the agenda of the Working Party was job vacan-
cies. The experience of member countries in developing job vacancy
data was reviewed, with particular emphasis on the reliability, cost,
and effective use of the data. The consensus view was that job vacancy
data could be useful to evaluate the performance of public employ-
ment placement agencies, but most countries felt they were not likely
to be useful for other purposes because of problems in collection and
respondent burden.

Several countries are considering legislation to make vacancy re-
porting by employers mandatory to employment security agencies for
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use in job placement. Delegates from The Netherlands, Sweden, Aus-
tralia, and Canada discussed survey-based job vacancy data and re-
ported on the difficulties in analysis of data collected with insufficient
detail. The Canadian delegate reported the discontinuation of the job
vacancy survey as not cost effective. And the Australian delegate in-
dicated that his country had found only the collection of aggregate
data feasible.

This is an issue of some importance to the BLS since, as you know,
we are currently testing approaches to the development of a job vacancy
survey. We will review our test results with care, taking into account
the experience reported by Working Party members before reporting
on the feasibility and cost effectiveness of such new survey work to
the Congress.

Considerable discussion also occurred on issues involving hours
worked and layoffs and their treatment in the official statistics. In the
future, the Working Party has agreed to consider several issues involv-
ing the social effects of unemployment. Among these issues are differ-
ences between the incidence and duration of unemployment, unem-
ployment effects on the individual versus those on the family, and
economic hardship.

Finally, the Working Party reviewed work by the OECD Secre-
tariat attempting to set out a labor market system of accounts which
would provide a systematic framework for comparing economic activ-
ity across member countries. The group urged strongly that further
work in this field take account of the need for disaggregated data. The
Working Party strongly opposed attempts at development of simple
aggregates aimed at looking at deviations from normal trend.

Senator Proxmire, my colleagues and I will now be glad to try
to answer any questions you may have.

[The prepared statement of Ms. Norwood, together with the Em-
ployment Situation press release referred to, follows:]

PREPARED STATEMENT OF HON. JANET L. NORWOOD

Mr. Chairman and members of the committee. I am glad to have this oppor-
tunity to offer the Joint Economic Committee a few brief comments to supplement
our Employment Situation press release, issued this morning at 9 a.m., and our
Producer Price Index .press release, issued yesterday morning.

Employment continued upward in March, the labor force increased, and
unemployment remained unchanged. Total employment according to the house-
hold survey rose by 200,000 over the month, and the employment-population ratio
remained at its previous high of 59.4 percent. The unemployment rate was 5.7
percent in March, continuing the stability of recent months. Nearly half the
unemployed were jobless less than 5 weeks, indicating considerable turnover
from month to month.

The number of employees on nonfarm payrolls, as measured by the establish-
ment survey, rose by 325,000 between February and March. Retail trade accounted
for the largest increase, but significant gains were also reported in construction
and durable goods manufacturing industries. Employment in the construction
industry had been held down in the winter months, probably because of the
unusually bad weather.

Average weekly hours of production or nonsupervisory workers in the private
nonfarm economy edged up, returning to December levels. The index of aggregate
weekly hours (which reflects trends both in employment and the workweek in
private nonfarm industries) rose 0.8 percent over the month.

Total employment has grown by 3.5 million over the past year. Over the same
period, the civilian labor force has expanded by 3.2 million, and unemployment
has been reduced by 300,000. The number of discouraged workers-persons who
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want jobs but are not seeking them because they believe no work is available-
totaled 725,000 in the first quarter of 1979, down by 200,000 from a year earlier.

UNEMPLOYMENT AMONG BLACK AND WHITE WORKERS

Last month I reviewed with you some of the labor force problems of black
teenagers. This month, I would like to discuss the situation among black adults.

Jobless rates for blacks have improved considerably over the last few years,
as have the rates for whites. Despite these favorable developments, however,
the ratios of black unemployment to white unemployment rates have risen to
historically high levels. This increase has occurred because the jobless reductions
for whites were proportionately greater than those for blacks. The current unem-
ployment rate for black men is 8.8 percent, 2.6 times higher than that for white
men, while the jobless rate for black women (9.8 percent) is 2.0 times that for
whites.

Why have there not been stronger unemployment reductions among blacks?
One answer may be related to developments in their labor force participation. The
proportion of blacks who were in the labor force declined slowly but consistently
throughout the post-World War II period, and then began to turn up after the
1974-75 recession, apparently as the result of expanded job opportunities. Indeed,
over the past 3 years, black workers have posted proportionately larger employ-
ment advances than white workers. But, although large numbers of blacks became
employed, the number was not large enough to match the increased demand for
jobs from blacks nor was it large enough to improve their jobless position rela-
tive to whites.

There are many reasons for this uneven distribution of unemployment, and
much has been written about it. I would like today only to mention three impor-
tant elements of data that are strikingly different for whites and for blacks.

The first one is educational attainment. The proportion of black workers who
have completed four years of high school is increasing but It still remains lower
than the proportion for whfites. In 1978, 60 percent of the blacks in the labor
force had at least a high school education compared to 75 percent for white
workers.

A second factor relates to occupational differences. Despite a significant degree
of occupational upgrading which has occurred in the late sixties and the seventies,
black workers are still overrepresented in less-skilled jobs, which tend to be
characterized by a high turnover and higher incidence of unemployment. In 1978.
for example. the proportion employed in the relatively stable professional and
managerial occupations was 17 percent among black workers and 27 percent
among white workers. At the lower end of the skills spectrum. 32 percent of em-
ployed blacks (nearly twice the white proportion) were working as laborers or
as service workers, occupations subject to higher than average jobless rates.

The third difference is that unemployed blacks tend to be concentrated geo-
graphically to a greather extent than whites. About 60 percent of the Nation's
unemployed blacks live in the central cities. Among whites, there is much greater
dispersion-about 40 percent of the unemployed whites live in suburban areas
and another 30 percent live outside of metropolitan areas. Not only is black un-
employment concentrated in central cities in general, it is clustered in some
specific cities, mainly in the northeast and midwest.

EMPLOYMENT IMPACT OF THE TRUCKING STRIKE

The March figures on employment and hours were not affected by the work
stoppage in the trucking industry which did not begin until this week. To assist
the Secretary in monitoring the impact of the strike and lockout in the trucking
industry on the economy, the Bureau is conducting a weekly nationwide survey
of the effects of the strike on employment and hours. The first survey, begun the
day before yesterday, is covering the changes occurring this week, and the re-
sults will be available to the public bly the end of next week.

In the survey, we are obtaining information on the reductions in the workweek,
the number of employees laid off, and whether or not these reductions were
caused by the trucking work stoppage. We are also seeking information on antic-
ipated reductions for the following week.

The surveys are similar to those we conducted during the coal strike last year:
however, because of the potentially nationwide impact of the trucking industry,
they are much more comprehensive. We are surveying more than 3,800 establish-;
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ments, all the large establishments in our current employment survey with 1,000
or more employees covering all sectors of the economy.

We plan to continue the surveys each week in order to provide current in-
formation on what is happening in the country as a whole and in major regions.

PRICES

The Producer Price Index for Finished Goods released yesterday increased
sharply for the third consecutive month. Producer finished goods advanced for the
first three months of this year at an annual rate of 14.1 percent, the largest
quarterly increase since the 16.4-percent rate for the fourth quarter of 1974.

Food and energy items continued to contribute significantly to inflation in
March. Food prices at the producer level moved up 1.2 percent, as beef and veal
prices increased sharply for the fourth month in a row. However, prices of some
food items declined in March, particularly pork and fresh vegetables, and these
declines held the March increase in food prices somewhat below the increases in
January and February. In the energy area, prices of gasoline and home heating
oil continued to climb in March. Gasoline prices increased 2.9 percent and home
heating oil prices were up 5.3 percent, both very substantial increases.

In spite of these large increases, however, some slight easing of price pressures
did occur in March. Prices of capital equipment increased 0.6 percent, less than
both February's 0.8 and January's 1.0 price increases. Prices of durable consumer
goods behaved in a similar way. In March, consumer durable goods advanced
0.6 percent compared with 0.7 percent in February and 1.2 percent in January.
Some slight improvement in the price situation for nonfood crude materials alsooccurred in March.

Nevertheless, despite these improvements, on balance, it appears that a con-
siderable amount of upward pressure still exists in the price structure. This is
revealed best, perhaps, in the area of semifinished materials. Prices of nonfood
semifinished materials increased 1.1 percent in March. Over the last 6 months,
prices of items in this category have increased at an annual rate of 12.2 percent.
The increase is well above increases over the past few years and probably will
lead to further increases in finished goods prices at both the producer and retail
level over the next few months.

In summary, employment continued strong in March and more workers entered
the labor force. The unemployment rate held steady at 5.7 percent, with very
little change occurring among the various demographic groups. Producer finished
goods prices rose 1 percent in March and for the first quarter of the year regis-
tered the largest quarterly advance since the fourth quarter of 1974. Neverthe-
less, the increases were in general not so widespread as previously, and the price
advances for consumer foods, consumer durables and for capital equipment, while
large, were less than those in the first 2 months of the year.

OECD MEETING ON EMPLOYMENT AND UNEMPLOYMENT STATISTICS

A few weeks ago, the Working Party on Employment and Unemployment Sta-
tistics of the Organization for Economic Cooperation and Development (OECD)
which I chair, met in Paris. The Working Party had on its agenda several items
which have from time to time been raised during the hearings before this Com-
mittee. It might, therefore, be useful for me to report briefly on the meeting.

In addition to questions of comparability of data for evaluation of economic
and social policies both within and between countries, the Working Party focused
on:
1. Off-book and/or illegal workers

The discussion focused on the problems of measurement and statistical activi-
ties undertaken in each of the countries to determine the extent of undercounted
workers. Attempts to probe employment by asking additional questions extending
over periods longer than the survey week had been attempted but the results
achieved were unsatisfactory and not capable of statistical verification. Further
investigation of these issues will be considered at later meetings.
2. Job vacancie8

The experience of member countries in developing job vacancy data was
reviewed, with particular emphasis on the reliability, cost, and effective use of
the data. The consensus view was that job vacancy data could be useful to evalu-
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ate the performance of public employment placement agencies but were not likely
to be useful for other purposes because of problems in collection and respondent
burden. Several countries are considering legislation to make vacancy reporting
by employers mandatory to employment security agencies for use in job place-
ment. Delegates from the Netherlands, Sweden, Australia, and Canada discussed
survey-based job vacancy data and reported on the difficulties in analysis of
data collected with insufficient detail. The Canadian delegate reported the dis-
continuation of the job vacancy survey there as not cost effective. The Australian
delegate indicated the Australians had found only the collection of aggregate
data feasible.

This is an issue of some importance to the BLS, since, as you know, we are
currently testing approaches to the development of a job vacancy survey. We
will review our test results with care, taking into account the experience reported
by Working Party members before reporting on the feasibility and cost effective-
ness of such new survey work to the Congress.
S. Hours worked and layoffs

Considerable discussion occurred over the treatment of persons temporarily
laid off (and of persons employed on reduced hours).

This is an issue of increasing importance in analysis and recognition of eco-
nomic downturn and in evaluation of productivity trends. The Working Party
recommended further work in this area and pointed out the importance of data
on hours worked rather than hours paid for productivity measurement and
analysis.

The Working Party also agreed to consider several issues involving the social
effects of unemployment at its future meetings. Among these issues are differences
between the incidence and duration of unemployment, unemployment effects on
the individual vs. those on the family and economic hardship. The U.S. delegation
was asked to report on progress resulting from the National Commission on
Employment and Unemployment Statistics.

Finally, the Working Party reviewed work by the OECD Secretariat attempt-
ing to set out a labor market system of accounts which would provide a syste-
matic framework for comparing economic activity across member countries. The
group urged strongly that further work in this field take account of the need
for disaggregated data; the Working Party strongly opposed attempts at develop-
ment of simple aggregates aimed at looking at deviations from normal trend.

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Month Un- Rarge
and adjusted Con- Extrap- Con- (cola.
year rate Official current Stable Total Residual olated current 2-8)

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

1978:
March 6.6 6.2 6.2 6.2 6.2 6.1 6.2 6.2 0.1
April -5.8 6.1 6.1 6.0 6.0 6.1 6.i 6.i .i
May -5.5 6.1 6.1 6.2 6.2 6.2 6.1 6.1 .1
June --- 6.2 5.9 5.9 5.8 5.9 5.8 5.8 5.8 .1
July -6.3 6.1 6.1 6.1 6.2 6.2 6.1 6.1 .1
August 5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
September-.. 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
October 5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1
November ---- 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
December ---- 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979:
January . 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February 6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .3
March 6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.8 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, Apr. 6, 1979.

NOTES TO TABLE COLuMN NumBERS

(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Octloial rate (standard X-11 method).-The published seasonally ad-

justed rate. Each of the 3 major labor force components--agricultural employ-
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ment, nonagricultural employment and unemployment data-for 4 age-sex groups(males and females under and over 20 years of age) are separately adjustedthen added to derive seasonally adjusted total figures. Teenage unemploymentand nonagricultural employment are adjusted by the standard X-11 method'sadditive option, while all other series are adjusted by the multiplicative option.Adult male unemployment is adjusted multiplicatively using the prior trendadjustment feature of the X-11. The rate is computed by adding the 12 com-ponents to a civilian labor force total, and dividing and derived civilian laborforce into the unemployment total. These series are revised at the end of eachyear. Factors for the current year are computed at the beginning of the yearfor the 12 succeeding months, and published in advance.

The current "implicit" factors for the overall unemployment rate, derived bydividing the original unemployment rate by the seasonally adjusted rate forthe months of 1978, are:
January ---------------------- 111.1 July- -_________________ - 102.1February --------------------- 112. 0 August ----------------------- 98. 5March ------------------------ 106. 7 September -------------------- 97.3April ------------------------- 94. 6 October ----------------------- 93. 1May -------------------------- 89. 5 November --------------------- 95. 7June ------------------------- 105. 6 December --------------------- 95. 5

(3) Concurrent (standard X-11 method). -The procedure for computation ofthe official rate is followed, except that the data are re-seasonally adjusted bythe standard X-11 method each month as the most recent data become avail-able, i.e., the rate for January 1979 is based on adjustment of data for theperiod, January 1967-January 1979. The rates for the current year are shownas first computed, while data for 1978 are as revised to incorporate experiencethrough December 1978.
(4) Stable (standard X-11 method) .-The stable seasonal option of thestandard X-11 method uses final seasonal factors computed as an unweightedaverage of all seasonal-irregular ratios for the entire span of the period, Janu-ary 1967-December 1978. In essence, this procedure assumes that seasonal pat-terns are relatively constant from year to year. The unweighted average isupdated and series revised at the end of each year.
(5) Total (standard X-11 method).-This is an alternative aggregation pro-cedure, in which total unemployment and labor force levels are directly adjustedby the standard X-11 (multiplicative option) to derive the rate. The series arerevised at the end of each year.
(6) Residual (standard X-11 method).-The labor force and employmentlevels are adjusted directly, with the level of unemployment derived as a residuaLThe rate is computed by dividing the residual unemployment level by the di-rectly adjusted civilian labor force. The series are revised at the end of eachyear.
(7) Extrapolated (X-11 ARIMA method).-Data for the 12 component groupsof the unemployment rate are estimated using ARIMA (autoregressive, inte-grated, moving average) models. The enlarged series is then seasonally adjustedwith the X-11 program, and the rates are computed as in the official procedure.The series are revised at the end of each year. Factors for the current year areextrapolated at the beginning of the year for the 12 succeeding months.(8) Concurrent (X-11 ARIMA).-The procedure for computation of theX-11 ARIMA rate is followed, except that the data are re-seasonally adjustedeach month as the most recent data become available, i.e., the rate for January1979 is based on adjustment of data for the period, January 1967-January 1979.The rates for the current year are shown as first computed, while data for1978 are revised to reflect experience through December 1978.Methods of adjustment.-The standard X-11 method was developed by JuliusShiskin at the Bureau of the Census. The method is described in "X-11 Variantof the Census Method II Seasonal Adjustment Program," by Julius Shiskin,Alan Young, and John Musgrave (Technical Paper No. 15, Bureau of theCensus, 1967).

The X-11 ARIMA method was developed at Statistics Canada by Estela BeeDagum and is the official method for seasonally adjusting the Canadian laborforce series. A general description of the method is contained in "A Comparisonand Assessment of Seasonal Adjustment Methods for Employment and Unem-ployment Statistics," by Estela Bee Dagum (Background Paper No. 5, U.S.National Commission on Employment and Unemployment Statistics, February1978).
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THE EFPLOYMENT SITUATION: MARCH 1979

Enplyme.t continued to grow in Month and unemployment wan unchongod. the Bureau of Lobor

Statistics of the U.S. Department of Labor reportd today. The Motion's overoii unemployment

rote won 5.7 percent; it has been In the 5.7 to 5.9 portent range for the pant 8 months.

Totol emplny-ent--os measured by the monthly srvvy of househvld.---one by obout 200,000 in

March to 96.8 million. Deer the pmnt year. totoi neploynent ham grown by 3.5 million.

Nonform payroli employment--an mensured by the monthly convoy of oStoblinh.entn-tron by

325,000 over the month to 88.2 million. Nonfarm payroll johb hove advanced by 3.3 million mince

March 1978.

Snemployment

Both the number of unemployed, 5.9 million., and the unemplo.yment rate. 5.7 percent,

renaied ot or near the levels which hove been in ecido-co ntnce Augont 1978. Consiutent with

the overall rte., there wan little or no over-the-month change in the joblens rates for adult

men (4.0 percent), adult women (5.7 percent), or teenagers (15.5 percent). nor have there been

amy nigoifi..at mnvements in theme rttes since last August.

Since March of lost year, the number of jabless peroons h.. doclined by more thon 300,000.

and the unemploymnnt rote he. fallen by one-half of o peccectage point. Over the year, the

johleu -rate Eonr hites declined by one-half point to 5.0 percent, while the rate for blacks

fell by 1.2 points to 11.2 portent. (See tables A-i and A-2.)

Total FEployment ond the Labor Forno

Total employment increased by nearly 200,000 in March..after registeting strtog gains in

both January (450,000) and February (345.000). The enplnymoot-popoiotlon ratio wan uncbanged at

February'n recotd level of 59.4 percent. Mont of the February-to-,aroh incroase occurred anong

adult Women. Since March 1978. employment han risen by 3.5 million; adult wonen have accounted

for half of this oain. (See tables A-I and A-3.)

50-680 0 - 79 - 7
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The civilian labor force grew by 190,000 over the month to 102.7 million, 3.2 million

higher than in March 1978. At 63.9 percent, the civilian labor force participation rate was

unchanged fro. February but was one full percentage point above ita year-ago level.

Discouraged Workers

Discouraged workers are persons who report that they want work but are not looking for a

job because they believe they cannot find one. Because they do not meet the labor market

test--that is, they are not engaged in active job search--they are classified as not in the

labor force rather than unemployed. These data are published on a quarterly basis. The number

of discouraged workers edged down to 725,000 during the first quarter of 1979. (See table

A-10.) The discouraged worker level has declined by 350,000 since mid-1977 to its lowest level

since the third quarter of 1974.

Table A. Major indicators of labor market actiy ty. seasonally adjusted

I O ertvly aagasnthlydc

Slect d cisgorsa

HOUSEHOLD DATA

Gnilian Labor loefe. .

Total employee ..
Un mployment .

Not in labor force .......
Discoured ke .r. ...

Unemployment rtes
All workrs ........
Adlt m. . .e.e
Adult .vo,e ....
Teenagers . .....
White ...................
Black and other ......
Ful.tre Woel ....r..

ESTABLISHMENT DATA

Nonlam payroll Plol m n. ..e
Gouds.rpouodng indruitre...
S.rieoPeodu-ong ndutlia t -

1978 1 1979

I III I I 7 IV | I Jan. I Feb. Mar.

Thousrads pornon

99,263 100,127 100,753 101,524 102,475 102,183 102,527 102,714
93,084 94,099 94,726 95,616 96,596 96 300 96 647 96 842

6,179 6,028 6,027 5,908 5,878 5,883 5,881 5,871
58,741 58,478 58,482 58,398 58,095 58,170 58,012 58,105

914 851 853 760 724 N.A. N.A. N.A.

Poretr rA lh- eorga

6.2 6.0 6.0 5.8 5.7 5.8 5.7 5.7
4.5 4.2 4.1 4.0 4.0 4.0 4.0 4.0
6.0 6.1 6.1 5.8 5.7 5.7 5.7 5.7

16.9 16.1 16.1 16.3 15s8 15.7 16.1 15.5
5.4 5.2 5.2 5.1 5.0 5.1 4.9 5.0

12.4 12.1 11.7 11.5 11.4 11.2 11.9 11.2
5.7 I 5.5 5.2 5.2 5.21 5.2 5.1

Thousteds of jobs

84,262 85,6771 86,115 86,963 87,837pI 87,524 87,832p
1

88,156p
24 766 25,376 25,47 25,857 26,218 26,111 26,201pI 

2 6
,

3 4 3
p

59:495 60,3021 60,637 61,106 61,619p 61,413 61,631l 
6

1813p

Hour ot owek

TAerae Paiekly fe i 35.7 36.0 35 6.9 35.8 35.7 35.8i 
3

5. 9p
Manucl ul.nsi, 7| ng or : 4 3.2 4 3.6 43. 4. 40.7 407. 4087 40.3p

t_.-f.a_.i .. t ._. . . 3



93

Industry Payroll Employnent

Bonfasr payroll enploynent advanced by 325,000 over the sonth to 88.2 sillion. Job gains

occurred in 56 percent of the 172 industries that conprise the BLS diffoaion index of private

nonagricultural eployment. Since last March, jobs increased by 3.3 sillion, or 4.0 percent.

(See tables B-i and B-6.)

In the goode-producing sector, over-the-oth increaaes occurred in both sanufacturing and

conatruction. A gain of 70,000 in nansfacturing waa concentrated in electrical and electronic

equipneot. tranaportation equipment, and machinery. The conatruction advance, also about

70,000, followed 2 months of little or no smploysent growth which was probably associated with

the unusually bad winter weather. Since March 1978, construction and durable goods

sanufacturing have had the biggest enploy-ent gains in the good-producing sector.

The over-the-sth growth in service-producing jobs was led by wholesale and retail trade,

which advanced by about 90,000 and accoonted for nearly half of the sector's increase. All of

the other najor service-producing sector divisions had job increeses, although growth was

relatively slow in services and goveon ent. Since March 1978, trade has accoonted for the

largest share of the sector's esploynent growth.

Sours

The average workweek of production or sonoupervisory warkers on private nonagricultural

payrolls was 35.9 hours in March, up 0.1 hoor fr.o the February level. The eanufacturing

wrk-eek also edged up 0.1 boor, after registering 40.7 hoors for 4 months. Factory overtise

was 3.8 hoors for the fourth consecutive moth. (See table B-2.)

Reflecting the over-the-moth increase in both esploynent and the overage wrkbweek the

inde" of aggregate -ekly hours of production or ononupervisory workers on private niofars

payrolls rose 0.8 percent to 124.3 (1967-100). The index was 4.4 percent above its year-ago

level. (See table B-5.)

Hostly and Weekly Earnings

Average hourly earnings of production or nensupervinory workers on private nonagricultural

payrolls rose 0.8 percent fro. February and were 9.0 percent above the March 1978 level

(seasonally adjusted). Average weekly earnings were up 1.1 percent over the onth and have

risen 8.7 perceht fro. the year-earlier level.

Before adjusteent for seasonality, averog hourly earnings rose 3 cents to $6.02. 50 cents

above March 1978.' Average weekly earnings ware $214. 31, $2.26 above February and $16. 69 higher

than a year earlier. (See table B-3.)

The Meerly Earnings Indec

The hourly Earnings Indes--earnings adjusted for overtim in manufactoring, seasonality.

and the effects of changes in the proportion of warkers in high-wage and low-wage

industries-was 225.4 (1967- 100) in March, 0.8 percent higher than in February. The icdes was

8.2 percent above March a year ago. During the 12-month period ended is February, the hourly

Earnings Index in dollars of constant purchasing power declined 1.6 percent. (See table B-4.)
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Explanatory Note

This release presents and analyzes statistics from
two major surveys. Data on labor force, total employ-
ment, and unemployment (A tables) are derived from
the Current Population Survey-a sample survey of
households which is eonducted by the Bureau of the
Census for the Bureau of Labor Statistics. Beginning in
September 1975, the sample was enlarged by 9,000
households in order to provide greater reliability for
smaller States and thus permit the publication of annual
statistics for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in January 1978; thus
the sample now consists of about 56,000 households
selected to represent the U.S. civilian noninstitutional
population 16 years and over.

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 165,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household and payroll
gmployment statistics

Employment data from the household and payroll
surveys differ in several basic respects. The household
survey provides information on the labor force activity
of the entire civilian noninstitutional population, 16
years of age and over, without duplication. Each person
is classified as either employed, unemployed, or not in
the labor force. The household survey counts employed
persons in both agriculture and nonagricultural
industries and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons "with a
job but not at work" and not paid for the period absent.

The payroll survey relates only to paid wage and
salary employees (regardless of age) on the payrolls of
nonagricultural establishments. Persons who worked at
more than one job during the survey week or otherwise
appear on more than one payroll are counted more than
once in the establishment survey. Such persons are
counted only once in the household survey and are
classified in the job at which they worked the greatest
number of hours.

Unemployment

To be classified in the household survey as
unemployed an individual must: (1) Have been without a

job during the survey week; (2) have made specific
efforts to find employment sonetime during the prior 4
weeks; and (3) be presently available for work. In
addition, persons on layoff and those waiting to begin a
new job (within 30 days), neither of whom must meet
the jobseeking requirements, are also classified as
unemployed. The unemployed total includes all persons
who satisfactorily meet the above criteria, regardless
of their eligibility for unemployment insurance benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Emptoymeat and Earings each month.
A special grouping o seven unemployment measures is
set forth in table A-7. Identified by the symbols U-1
through U-7, these measures represent a range of
possible definitions of unemployment and of the labor
force-from the most restrictive (U-1) to the most
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

Nearly all economic phenomena are affected to
some degree by seasonal variations. These are
recurring, predictable events which are repeated more
or less regularly each year-changes in weather, opening
and closing of schools, major holidays, industry produc-
tion schedules, etc. The cumulative effects of these
events are often large. For example, on average over
the year, they explain about 95 percent of the month-
to-month variance in the unemployment figures. Since
seasonal variations tend to be large relative to the
underlying cyclical trends, it is necessary to use
seasonally-adjusted data to interpret short-term
economic developments. At the beginning of each year,
seasonal adjustment factors for unemployment and
other labor force series are calculated for use during
the entire year, taking into account the prior year's
expenence.

AD seasonally-adjusted civilian labor force and
unemployment rate statistics, as well as the major
employment and unemployment estimates, are com-
puted by aggregating independently adjusted series.
The official unemployment rate for all civilian workers
is derived by dividing the estimate for total unem-
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ployment (the sum of four seasonally-adjusted age-sex
components) by the civilian labor force (the sum of 12
seasonally-adjusted age-sex components).

For establishment data, the seasonally-adjusted
series for all employees, production workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
was based on data through May 1978.)

Sampling varability

Both the household and establishment survey
statistics are subject to sampling error, which should be
taken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey is based upon a probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
questionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surveyed. The chances are about 68
out of 100 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through H in the "Explanatory Notes" of Emloy ment
and Earnings provide -approximations of the staIdard
errors for unemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples provide an indication of the magnitude of
sampling error: For a monthly change in total em-

ployment, the standard error is on the order of plus or
minus 182,000. Similarly, the standard error on a change
in total unemployment is approximately 115,000. The
standard error on a change in the national unemploy-
ment rate is 0.12 percentage point.

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ front the
figures obtained if a complete census using the same
schedules and procedures were possible. However. since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1977 Ivels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables J through 0 in the "Explanatory
Notes" of Employment and Earnings.
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HOUSEHOLD DATA HOUSEHOLD DATA

Tabla A.I Employment status of th. no.i.ntitutiooal population
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TloW. A-3. Snistad boploym.o9 indicatoro
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Tsbi. A.7. Rang. of unemplontont elsaurs b.sed on varying definitions of unne.ployment and the Inbo. force.
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Table A.9. Employment stt.- of msl Viltnm-e- -.t-m0 *nd nonv... n by *v-. not 4aaoonolly adjusted
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Table A-1l. Employment status of the noninstitutional population for ten large Statas
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Senator PROXMIRE. Thank you, Commissioner Norwood. First we
want to congratulate you on your nomination to be-you are Acting
Commissioner now?

Ms. NORWOOD. Yes.
Senator PROXMIRE. But you have been nominated by the President,

as I understand it, to be the Commissioner of the Bureau of Labor
Statistics.

Ms. NORWOOD. Thank you.
Senator PROXMIRE. On the basis of your excellent reports to us and

our knowledge of your fine background and all the work you have
done, I think you are an outstanding selection and I congratulate the
President on having nominated you.

Ms. NORWOOD. I appreciate that, sir.
Senator PROXMIRE. In the last few months we have asked you to tell

us whether you see any evidence that the price guidelines are working
yet. Now, in this month's dismal increase in producer prices, and the
January increase and the February increase, can you see any light
at the end of our inflationary tunnel?

Ms. NORWOOD. I think, Senator, one has to look at the different sec-
tors of the economy in order to try to evaluate what is going on.
Clearly, there are parts of the economy that are outside the possibility
of control by any guidelines. OPEC oil increases would be one place.
I think some of the food price increases are another.

If we look at capital equipment and consumer durables, it is too
early, I think, to say that there is an effect from the guidelines. But
there does seem to be some slight glimmering of moderation.

Senator PROXMIRE. Isn't that glimmering pretty thin?
Ms. NORWOOD. Yes.
Senator PROXMIRE. When you look at the release you issued yester-

day, on the producer prices, you see the finished consumer goods ex-
cluding food, for January, 1.2 was the total; February, 0.9; March,
1.1. In other words it is worse in March than it was in February and
almost as bad as that disastrous January month.

What is the glimmering of optimism in that statistic?
Ms. NORWOOD. Well, I think that in that particular statistic, there

certainly is not much glimmering of optimism. However, I think it is
important to understand that some of that comes from energy prices.

Senator PROXMIRE. That is going to continue to be
Ms. NORWOOD. Yes.
What I was trying to do, Senator, was to distinguish between those

things which are affected by the guidelines and those things which
are not.

I think also we have to take into account the timing of the guidelines
and the timing of price increases. The change now is each quarter.
The quarter begins on April 1.

Senator PROXMIRE. I thought they modified the regulations so that
you had to ration your price increases in such a way you couldn't do
it in the beginning of the quarter. That is what Mr. Barry Bosworth-
told us before the Banking Committee-intended to do anyway.

Ms. NORWOOD. In the past, companies were able to take price in-
creases twice a year. Now they have to spread them out over the whole
year. So they can't take the increase all up front at the beginning in
January, for example, for 6 months.
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Now they can only take quarterly rises. That is, that 6-month price
increase has to be spread over two quarters.

The point I was making is that the data we have reflect the period
at the end of the first quarter. We have to wait to see what happens in
April to see whether there is another surge in the rate of price increase.

Senator PROXMIRE. We have an entire quarter here. And the entire
quarter here is bad and the third month of the quarter is as bad as
the other months.

What also seems to be a negative factor, at least to me, but others
may disagree, is they tell us that the wage insurance program is prob-
ably dead. If it is dead, then it would seem that the prospects of trying
to hold down wage increases is certainly a lot less.

If that is the case, it would seem that the outlook could be pretty
serious.

How about the so-called Consumer Watch, or Consumer Witch,
whatever it is? What is your opinion on the expansion of the anti-
inflation program to include nationwide price watching by consumers?
Can they tell if the companies' price increases are in line with the
guidelines?

Ms. NORWOOD. I think it is not possible to measure the effect of this
aspect of the anti-inflation program. But I think any kind of activity
to increase public sensitivity to price changes is useful.

Senator PROXMIRE. Is this the way to do it? People are pretty sensi-
tive about it.

Ms. NORWOOD. Well, that is not for me to say.
I do think that one of the big problems we have is inflationary ex-

pectations. I think the more people are aware of the need to resist
higher prices in their ordinary consumption habits, the better off we
will be. Exactly how to do that is a question that I am sure a lot of
people are thinking about.

Senator PROXMIRE. You anticipated a question I was going to ask
you, about the monitoring of the Teamster strike. It is very reassuring
to know that you are going to follow it this closely and as I understand
it, make reports on it and let us know the effects.

It is not clear by your prepared statement whether you will tell us
where the supply disruptions are occurring, what commodities are
most sensitive to this, and what shortages we might expect to develop.

Ms. NORWOOD. As I'm sure you are aware, there is an effort going
on in the administration to coordinate all of the information relating
to the Teamsters strike. Secretary Marshall has taken the leadership
in that area. Other departments in the Government will be providing
information on supplies.

Our job is to provide information on employment and hours. And
that's what we are doing.

Senator PROXMIRE. Administration advisers have been reported in
the media that decontrolling oil prices will add a maximum of one-
half of 1 percentage point quarterly to consumer prices. I assume that
is the estimate based on the President's decontrol agenda. Is that a
BLS estimate?

Ms. NORWOOD. No, sir.
Senator PROXMIRE. Do you think those figures are reasonable?
Ms. NORWOOD. I don't really know. I understand that they were de-

veloped by the Council of Economic Advisers and I have a great deal
of admiration for some of the work that they do.
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We did not have any involvement in that work and did not learn
about any of this until last night when we saw it on TV. All we know
about it is what we read in the newspapers. So we are not prepared
to discuss how the estimates were developed.

Senator PROXMIRE. Well, you are the real experts in this area. You
have a degree of professionalism and objectivity I think we would find
credible, at least I would. I think it would be helpful if you would try
to analyze that, give us the basis of your analysis, as to what effect on
inflation the President's proposal will have.

Will you do that for us?
Ms. NORWOOD. Yes; we certainly will be glad to.
Senator PROXMIRE. Last week Bethlehem Steel, Reynolds Metal, and

Alcan Aluminum announced increases. These increases came too late
to be counted in the March index. When will we see their effects, in
April?

Mr. LAYNG. Some will be in April and some in May. I think the
United States Steel increase is effective April 1. That will be reflected
next.

I'm not sure of the timing of the other two. Sometimes they an-
nounce them at one point, then there is considerable delay until they
go into effect.

Senator PROXMIRE. When you put these all together can you give us
some notion of how much an increase you expect for intermediate
materials as a result and how much in the overall index?

Mr. LAYNG. We would have to work that out. As I recall, steel is
somewhere between 3 and 4 percent. We would have to work that
through to the total intermediate index. We can do that for you.

Senator PROXMIRE. You can't give us a ballpark estimate now?
Prices for industrial raw material such as copper and steel scrap have
been going forward. How much is due to hoarding and how much to
business expansion; do you have any idea?

Ms. NORWOOn. We really have no information on that, Senator Prox-
mire. We do know that there seems to be a lot of discussion about the
tightness of those markets, and that there seems to be some shortages
of supply in other parts of the world as well as in this country.

Senator PROXMIRE. The reason I'm asking about this is that one
of the good elements in our economic outlook has been the relatively
low level of inventories in respect to sales. I just wondered if this ac-
tivity could lead to overstocking of inventories such as occurred in
1974 and to a later unloading of inventories, while people are laid off.

Ms. NORWOOD. I really don't have anything to add to that. I do think
that one of the reasons for the apparent increases in inventories is,
again, the price increases that are occurring and the feeling that it is
perhaps better to buy now than later because prices are lower.

Mr. Layng has done the calculation that you asked for.
Mr. LAYNG. This is a very rough pencil calculation.
The direct effect of finished steel mill products of, say, a 5-percent

increase, would be roughly a quarter of a point to maybe a half point
at the most on the index for intermediate materials.

In order to get an estimate of the finished sector for total impact-
Senator PROXMIRE. I want to be sure I understand what you are

saying. My time is up and I don't want to impose on Senator McClure
but I want to be sure I understand what you are saying.
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You are saying that a 5-percent increase in the price of steel across
the board-

Mr. LAYNG. Finished steel mill products.
Senator PROXMIRE [continuing]. Would have a one-half of 1 per-

cent increase on the overall producer-
Mr. LAYNG. A quarter to one-half percent on semifinished materials.

To get the impact on the finished goods of course we have to know what
the impact of steel mill products will be on things like automobiles, re-

frigerators-that is, the indirect effect as well as the direct.
Senator PROXMIRE. If you knew the indirect effect it would be more,

obviously ?
Mr. LAYNG. It would be more.
Senator PROXMIRE. Thank you.
Senator McClure.
Senator McCLURE. Thank you.
Just to follow through for a moment in regard to the possibility of

people who are using raw materials in the manufacturing process,
concerning whether or not they are buying ahead. There may be those
who are engaged in speculative hoarding. There are others who stock-

pile materials against the possibility of shortage.
With the possibility of a Teamster strike looming, is it likely that

some of the consumers of basic raw materials may have stockpiled
against the interruption in supply, and if that is possible, do you have
any evidence that that occurred?

Ms. NORWOOD. We do not have any evidence of it, but I'm sure pru-
dent businessmen would have taken into account the possible strike.

Senator MCCLURE. It wouldn't surprise you-
Ms. NORWOOD. No.
Senator MCCLURE [continuingi. If they had maybe bought a little

more heavily than they ordinarily would, anticipating the interrup-
tion in supply?

Ms. NORWOOD. It would surprise me if they had not.
Senator McCLU-RE. As a matter of fact, while there may be a tend-

ency to buy ahead in an inflationary period, that tendency is some-
what offset by the high capital cost, or high interest rates that accom-
pany any such stockpiling or increasing inventory. They pay a price
to do it which mav more than offset the inflationary expectation.

Ms. NORWOOD. Yes; I think that is certainly true. Of course, one

needs to look at the real rate of interest.
Senator MCCLURE. And the real rate of interest is low right now,

although try to convince that to somebody who is paying it. But the
gap between the rate of inflation and rate of interest is very small
on the whole. But nevertheless that is a real capital cost to somebody
who is going to stockpile inventory.

I'd like to return for a moment to the question of black teenage
unemployment. It fell 4 percentage points from the February figure.

Do you believe that employment for black teenagers increased that
rapidly, or is that simply a temporary aberration in the figures?

Ms. NORWOOD. Senator, I think that it is important to understand
that the accuracy and reliability of the data for anv subgroup of the
population may be not as great as for the aggregate group. This
change for black teenagers is barely within the range of statistical
significance.
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That does not mean that it hasn't happened. But I think what it
does mean is that we need to wait another month or two to see whether
this is a continuing development.

Senator MCCLURE. You indicated that the numerical data that you
gather are just barely within the range of statistical accuracy.

Ms. NORWOOD. Yes; the specific change we are discussing is of mar-
ginal statistical significance.

Senator MCCLURE. Have you undertaken an effort to broaden or
increase the acquisition of information so that that can be accepted
with more confidence?

Ms. NORWOOD. I pointed out that this is a relatively small group.
We are talking about 300,000 unemployed black teenagers.

You are certainly correct that this is an issue which does need to be
looked at. I am sure that Mr. Levitan may have something to say
about that later.

In addition, I would like to say that we feel that this is the kind
of thing that needs to be looked at as we redesign the current popula-
tion survey in order to reflect the results of the 1980 census. So we do
have that in mind.

Senator MCCLURE. But you are not going to do it until after the
1980 census figures are in?

Ms. NORWOOD. We have no plans to do it before then.
Senator MCCLURE. The 1980 census figures won't be in really-
Ms. NORWOOD. It will be several years.
Senator MCCLURE [continuing]. Until 1981 or 1982.
Ms. NORWOOD. Yes, sir.
Senator MCCLuRE. So you are not going to revise your system with

respect to this subgroup for the next 2, 3, and possibly 4 years.
That disturbs me just a little because certainly there is no problem

to which the Congress is responding more sensitively. Whether they
do it adequately or not mav be argued, but certainly Congress is most
sensitive to this question of black teenage unemployment.

If, as a matter of fact, statistical data is not good enough to give
us confidence, then maybe we ought to try to do something about that
in the shorter run.

What would it require of you? Is it the kind of thing which would
require massive reshuffling or substantial reshuffling, or an increase in
the workload in your agency?

Ms. NORWOOD. Senator, one of the interesting problems that we have
to cope with continually is that as people become concerned about
economic and social conditions, they begin to recognize that there are
sometimes problems with the data. At that time, it becomes much
easier to explain and to have people understand that data frequently
costs money and that there are problems of burden on respondents
and so on.

This is an issue that the Bureau has been very much aware of and
very concerned about. We have been attempting to expand the current
population survey in order to improve the local area unemployment
estimates. As we have done that. of course, we have brought along with
that expansion increasing reliability for the component groups who
are a part of these local areas.

But, in order to greatly increase statistical reliability for a single
group, we would have to expand the samples for that particular group



113

of the population. That requires oversampling. There are a lot of ele-
ments of oversampling that need to be taken into account. And while
we would favor it, certainly, it has to be looked at in terms of the
trade-off between increased reliability and the burden on respondents,
the technical difficulties, the cost.

And right now, we have an added problem in that the Bureau of the

Census is very much involved in the steps necessary to initiate the 1980
census. The 1980 census is very important to the current population
survey, quite apart f rom all of the other things that the census data are
used for. And we have to be certain that we do not do anything which
could bring about a deterioration in the quality of those data. So there
are a lot of elements here.

Senator MCCLURE. I realize that but I am not really sure what you
told me, other than the fact that it is tough to do.

Ms. NORWOOD. It is tough, it is expensive and there is a problem of
workload on the Census Bureau.

Senator MCCLURE. At the same time, however, there is a growing
realization in the Congress, and I think maybe a consensus now devel-
oping here, that unemployment is not a single problem. Unemployment
statistics broadly gaged tell us one thing. When there are high rates of

unemployment, certain kinds of economic stimuli have been in vogue in
the Congress. But those stimuli have very little effect upon subgroups
of the unemployed, particularly teenage blacks or other minorities in
the inner-city.

So there is a growing realization in the Congress that our approach
to the question of unemployment must be focused upon the structurally
unemployed rather than the gross statistic.

It would seem to me that as Congress focused on that, and I think

that is a correct focus, that we also need better information, so we can

determine what it is with which we are working. Associated with that

question is another one which Congress is taking more interest in

because it is a growing problem, and that is that of the illegal alien
worker.

Oftentimes they occupy the same areas, they compete in the same job
markets. We have almost no information concerning that.

The only thing I have seen from the administration is, gosh, we can't
handle that so let's legalize everything that's happened up to now and
then we will worrv about what happens later. This is not a real answer.

Again, we need better information on a statistical basis. And these

two maior problems. they are major problems that confront us, are the

areas where we don't have good information; where we need better
information. It doesn't seem to me that we can wait 4 years to start
developing better information.

I guess that is one way of solving teenage unemployment, is to allow
them to grow out of it.

I think my time is up, Senator Proxmire.
Senator PROXMIRE. Congressman Mitchell.
Representative MITCHFLL. Thank you.

I need some help in developing a theory that I have. As you know, Bill
Miller over at the Federal Reserve System has been cutting back on
the money supply in his effort to fight inflation. Last month and the
month before that he came precariously close to zero money growth.
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Would you assume that the reduction of the money supply, as has
been done in order to fight inflation, will have a negative impact on
employment?

Ms. NORWOOD. As you are certainly very much aware, Congressman,
there are a lot of different attitudes and views about the effect of the
money supply. It is generally believed that declines in the money sup-
ply have some downward effect on employment and prices.

Representative MrrcHELL. If that is true, given the three criteria
that you have used in your testimony this morning-curiously enough
I am interested in black unemployment-the three criteria, education,
occupation, and concentration, if the decline in the money supply is
true, then will not this negatively impact on employment opportunities
for blacks?

Ms. NORWOOD. I don't think that one can know about that. I think
in a way this gets back to what Senator McClure was saying, about
there being structural problems which need to have structural solu-
tions. And, therefore, we need to have better data for these various
areas so that policymakers can make their determination.

I don't know that one can go directly from an aggregate money sup-
ply figure to the structural problem for black teenagers.

Representative MITCHELL. No, no, I wasn't limiting it to just black
teenagers. I said black unemployment. I'm not really dealing with
structural unemployment. Let's try it another way.

The budget deficit for last year was $37.4 billion. Our House Budget
Committee acting with its usual sagacity has come up with a budget
deficit of $24.8 billion. That means in 1 year there is going to be a re-
duction of $12.6 billion that is going to be taken out of circulation,
really, and that $12.6 billion obviously had a stimulative effect on
the economy.

In the absence of that $12.6 billion, do you think that there will be
a negative or positive impact on black unemployment in general?

Ms. NORWOOD. I think that it is probably correct to say that a real
reduction in employment always tends to be associated with a reduction
in employment of blacks. If the budget deficit should result in an over-
all employment decline, I would expect that the employment of blacks
also would decline.

Representative MITCHELL. Fine. Then we have two variables to deal
with. One is the money supply which has come precariously close to
zero growth, and that is going to impact negatively on black unem-
ployment, and on black employment.

The other is the budget, the sudden withdrawal of $12.6 billion is
the other variable we are dealing with, which in my mind, certainly
will not facilitate increased employment for blacks.

Then we have another variable. The President's biideet ;tself before
the House got to it, which had a deficit of $28 or $29 billion, and in
which the President indicated that because of the way his budget is
structured, we would expect that there would be an increase in unem-
plo-ment somewhere between 1 and 1.5 percent.

Given your three variables you testified on this morning, education,
occupation, and concentration, would it be illogical to assume that
the bulk of that increase in unemployment will fall upon blacks?
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Ms. NoRwooD. Clearly, any problems in the economy fall dispro-
portionately on disadvantaged people, whether they be black or
Hispanic-

Representative MITCHELL. May I interrupt you a moment?
That is why I wanted to use your three variables. You are negating

your own testimony. You said in your prepared statement that be-
cause of differences in education, because of differences in occupational
skills, because of the concentration of blacks in certain areas, this is
in part the reason for the disparity between the black employment rate
and the white employment rate. o

Ms. NORWOOD. But what I said in my prepared statement very care-
fully was that there are a lot of reasons for the uneven distribution of
unemployment, and that all that I was doing was picking out some
things, in looking at our data, that were striking examples of dif-
ferences.

I would certainly emphasize that there are a lot of other explana-
tions which we have not covered and which are not necessarily visible
in our data.

To get back to the point that you were making, however, I think it
is important to recognize that there are some programs which are
built into the President's program which would be triggered and which
would have some effect on increased unemployment should it occur.

Representative MITCHELL. Well, thank you, Commissioner.
Senator Proxmire, my colleagues, on this beautiful spring day with

glorious sunshine out there, I'm in my usual state of depression about
black unemployment. And I have reluctantly come to the conclusion
that at three levels of government, we are pursuing a policy which
is going to keep black unemployment high at a minimum, or in-
crease it.

It really seems to involve a national policy which has the effect,
whether intentional or not, of keeping blacks unemployed. This in-
volves the behavior of the money supply and the sudden reduction of
stimulus as accounted by the dramatic reduction in the budget deficit,
and the President's own budget in which he anticipates an increase
in unemployment.

Maybe you could cheer me up later on. But I must confess to a deep
depression this morning, and I must also confess, Commissioner, that
you have not in any way relieved that sense of depression.

Thank you very much, Senator Proxmirc.
Senator PROXMIRE. Senator Javits.
Senator JAVITS. Thank you.
Ms. Norwood, I had in mind asking you how you tie into the work

of the Human Resources Committee, which is engaged in trying to
deal with this problem of structural unemployment, by a number of
things we are encouraging.

We are encouraging work-study at the high school level to keep
young people in school. We have got credit appropriation for that.

We have got a big program to induce private enterprise to train
the youth whom you and Mr. Mitchell have just been discussing, be-
cause we take very seriously the need to give them the same position
at the starting line that others have.
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Representative MITCHELL. Will the Senator yield for just a moment?
Senator JAVITS. Of course.
Representative MITCHELL. I ask you to yield only to clarify some-

thing.
We are terribly interested in black youth unemployment but that

was not my focus. It's on general black unemployment. The male
adult rates is more than twice as high as the same for females. It is the
whole shmear.

Senator JAVITS. I agree. I was just trying to pick up one piece of
the thing because we are dealing with that particular program, which,
incidentally, also goes to structural unemployment through lack of
training in the older age groups.

Now here you are operating. You discover many facts, many loca-
tional facts. How is that translated into the rest of the policy of our
government?

Ms. NoRwOOD. In several ways, Senator
First of all, of course, we publish a great deal of information in a

lot of different places, not only in press releases, but also in articles
and in special publications. -

Second, we are involved in providing analytical information to the
Secretary of Labor and to the various Assistant Secretaries of Labor
whenever it appears that we have information that would be of use
to them. And many of them request our assistance in the early stages
of policy development so that they are able to ascertain the factual
situation.

In addition, we are involved particularly with youth. As you are
well aware, I know, we have a rather extensive occupational outlook
information program. And we are very much involved in the National
Occupational Information Coordinating Committee, and we have sev-
eral people working in that area.

That is a whole apparatus working out of HEW that we and the
Employment Training Administration are involved in that also works
with State occupational information groups.

Senator JAVITS. Of course the manpower business is in the Depart-
ment of Labor.

Ms. NoRwOOD. Yes, that's right.
Senator JAVITS. Do you feel you are adequately tied in so that in

making policy, as they do, they are building upon the building blocks
of information which you furnish?

Ms. NoRwooD. I believe that Secretary Marshall in particular, as a
labor economist, has paid a great deal of attention to the capabilities
that the Bureau of Labor Statistics has, more than many other Secre-
taries have in the past.

We have been involved not in policy formulation, but rather in
providing basic backup information that is needed to formulate policy
to a much greater extent than I think we ever were in the past.

Senator JAvrrs. Well, now suppose I sent a man to see you, my
manpower specialist, and he discussed with you what they have done
with your stuff in terms of policy. Would you feel free to say, you
know, sorry, they are all wrong? In other words the policy may very
much differ from the material which you are sending in there.
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Now that doesn't mean you are going to run that policy but it
would be terribly valuable, it seems to me, for you to monitor their
policy just like we give legislative oversight in monitoring their
performance.

Ms. NORWOOD. Well, in a sense, Senator, I think that we do some of
that, because what we do is to report on what is happening. If what
is happening is not consistent with what some of the policies are pre-
scribed to bring about, isn't that really the same thing as monitoring
performance?

Senator JAvrrs. But how sure are you that the impact of that is ac-
tually translated into their consideration? The fact that Ray Marshall
is interested, of course, that is a big shot. He might not get around to
it for months, if ever.

Ms. NORWOOD. Well, of course, there are many times when we initiate
a memorandum to the Secretary. I participate in his staff meetings.
There are many ways that we have contact with other parts of the
Department. But remember that our roles is factfinding and analysis
of what is going on.

Senator JAVITS. Do you feel it is an adequate system now of cross-
reference with Labor and with HEW?

Ms. NORWOOD. I personally believe, Senator, that anything can be
made better.

Senator JAVITS. I understand. We are talking not about the optimum.
Ms. NORWOOD. I think it is pretty good. I think certainly one could

give it more attention, and we are trying to do that.
Senator JAvrrs. But you have no particular matter that you would

like to call to my attention now? I'm the ranking member of the
Manpower Subcommittee.

Ms. NORWOOD. Not off-hand, but I will certainly keep that in mind.
Senator JAvrrT And any significant aspect of the facts and figures

you are finding that should be translated back into policy, particu-
larly in fields where the Government is mounting large programs such
as those I have described, would you have that in mind?

Ms. NORWOOD. I certainly will keep that in mind.
Senator JAVITS. Thank you.
Senator PROXMIRE. Mr. Levitan, we are glad to have you. You have

appeared before the committee before. It is good to have people look-
ing for ways to improve our statistics. We certainly need that. We are
anxious to hear from you.

Make your statement, then we will have some questions for both
you and further questions for Commissioner Norwood and her
colleagues.

STATEMENT OF HON. SAR A. LEVITAN, CHAIRMAN, NATIONAL
COMMISSION ON EMPLOYMENT AND UNEMPLOYMENT
STATISTICS

Mr. LEVITAN. Thank you, Senator Proxmire.
Senator PROXMIRE. I understand Congressman Mitchell has to leave.
Representative MITCHELL. I just wanted to apologize for leaving.

I was desperately trying to cancel some appointments so I could stay
and hear you, but I can't. Do you have a prepared statement?
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Mr. LEVITAN. Yes.
Representative MITCHELL. Surely I will read it as assiduously as

I have read your past information.
Senator JAVITS. Same for me, Mr. Levitan.
Mr. LEVITAN. Thank you.
Senator Proxmire, I was listening to the questions you and Senator

McClure and Congressman Mitchell have
Senator PROXMIRE. Will you pull the microphone a little closer?
Mr. LEVITAN [continuing]. Addressed to Ms. Norwood. I was de-

lighted that Congress, in its wisdom, limited the jurisdiction of this
Commission only to employment and unemployment statistics and
not to inflation. I would not claim that the Commission has contrib-
uted much to employment during the past year, but I am delighted
to report we have certainly contributed very little to inflation.

When I appeared before you 14 months ago I outlined what the
Commission is going to do. We succeeded more or less to follow our
plan. We have held hearings which the Joint Economic Committee
published, for which we are greatly appreciative.

We have also completed the background papers as we promised.
Practically all of them are published. We have done that with an
unusually small staff headed by Mr. Adams, who is here in the room.
If you have any difficult questions, he will help me out. A small staff
is also here, all of the three members comprising it.

This comprises the entire Commission staff. On that basis, I don't
think we can be blamed for any of the inflation that has festered the
country over the past year.

Senator, if it is all right with you I would like to include my pre-
pared statement in the record.

Senator PROXMIRE. We will be happy to have it printed in full.
Mr. LEVITAN. One controlling rule throughout the deliberation of

the Commission was not to issue policv pronouncements beyond the
mandate set forth in the law which established this Commission. Any
reader who carefully examines the 341 pages of this preliminary report
will not find any prescription for full employment.

Throughout, our motto has been "recommend the best statistics, con-
sidering cost constraints, but leave the policy judgment to others."
I will be glad personally, to contribute to policy judgments, but not
as a representative of the Commission.

Now in order to minimize the time spent on the direct presentation,
I wish to limit myself to only four issues: Two issues on which the
Commission members seem to be in full agreement, or almost in full
agreement, and two issues on which we are definitely divided.

The first issue on which we have seemed to reach an agreement
concerns State and local data. I think that is the most important and
challenging problem before the Commission. Congress has repeatedly
distributed dollars to State and local governments on the basis of local
statistics. Therefore, levels of unemployment and employment at the
State and local levels are most important.

It would be useless to talk about extending the Current Population
Survey which Ms. Norwood just reported on to State and local levels-
possibly it could be extended to the State, but certainly not to the local
level-because it would involve thousands of localities. We would be
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creating full employment for enumerators and statisticians since lit-
erally the most modest estimate would require increased expenditures
of hundreds of millions of dollars and would involve hundreds of
thousands of households and families.

BLS is therefore forced to make estimates for all sorts of areas
because Congress requires it.

I mention in my prepared statement that if the bipartisan Danforth-
Rodino bill is enacted by Congress, BLS will have to estimate the
levels of unemployment in about 40,000 areas. Consequently, BLS is
forced to rely on a horrendous estimation method-and I say "hor-
rendous" because nobody believes that these are really exact figures
or that the numbers are precisely the way Congress intended them
to be for the targeting of funds. Those appropriations are subject to
wide error. As Ms. Norwood's predecessor once testified before this
committee, they are to a large extent random numbers and the BLS
is forced to produce them.

We have made in the report some recommendations to improve these
numbers. They can be improved with a reasonably small outlay. But
at best, that is not going to be a satisfactory solution.

I would like to urge Congress to consider a new course of action:
To rely upon the mid-decade census data we will collect for the first
time in 1985. On the basis of these statistics you can actually estimate
employment and unemployment and various demographic factors
Congress wishes to consider for distribution of funds.

I fully realize that these figures are going to be stale after a few
years, but Congress has to make the decision whether it wants random
numbers and guesstimates for distribution of billions of dollars, or
whether it wants to rely upon data that may become stale. It is a
difficult decision.

There are ways of overcoming radical changes in the economic
conditions of communities: Use the same approach as in the case of a
disaster. In those cases, of course, Ove can help a community much
more rapidly. But at the same time the numbers would be reliable.
The cost would be minimal because they will have already been ob-
tained, and therefore would be available to Congress.

I know this is an uphill battle. Congress always wants monthly data,
but that means unreliable data at the local level. So the option you
have is either to rely upon these data or upon guesstimates that we
have now.

A second issue on which the Commission seems to be in agreement
is to recommend to the Congress and the President that the Govern-
ment not collect job vacancy data. Conceptually we feel sorry that
we have to do so because it is a very appealing notion. If we measure
unemployment, we should also measure job vacancies to provide in-
formation regarding job deficits in the economy. But considering the
costs it would impose on employers and the Government, and the
doubtful reliability of these data, I think we are going to recommend
against collecting job vacancy data, although we are getting quite a
lot of pressure to reconsider that recommendation.

Turning to the two issues on which there is disagreement, the first is
the perennial controversy over discouraged workers. We agree that the
present count can be improved. The 4-week job search period might be
altered to a longer one.
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But at the same time, we definitely disagree whether to count the
discouraged workers, as part of the unemployed. Without going into
the details, some of us would suggest that instead of the present BLS
method of counting the 600,000 or 700,000 discouraged workers sepa-
rately from the unemployed, one-third of these persons would be
counted among the unemployed. But this would add 200,000 or 300,000
to the unemployed population, which means that Ms. Norwood would
have reported to you that unemployment was at 6 percent rather than
5.7 percent.

This again raises the question: To what extent should we rely upon
one number rather than upon the figure Ms. Norwood presented to
you? That is a dilemma that cannot really be resolved.

We have asked a newspaper person to interview a number of people.
He interviewed Members of Congress and some staff people. And the
response we got was that Congress and the public look largely at one
unemployment figure.

Economists look at more, however. To what extent does Congress
form opinions and therefore judgments and policy on the basis of U-5?
To what extent do you look at 7 percent unemployment figures?

I think we should place emphasis, not only on one number, whatever
the analyses say. I will bet tonight if you look at the 7 o'clock news,
your favorite newscaster will cit3 only 5.7 percent; that is what the
country forms its opinion on.

The final point I want to mention-Senator McClure and Senator
Javits alluded to it in one form or another-is the question of struc-
tural unemployment. That is an issue on which the Commission is very
strongly divided. I'm afraid that I will have to speak for myself, since
I'm not sure that I will be representing the majority of the Commis-
sion. But I hope that what I am going to say speaks for the majority
of the Commission.

Namely, I believe we need to link employment and income as a sin-
gle measure, because Congress continues to emphasize structural prob-
lems. At the same time, if we are going to focus on structural problems,
Congress has to 'have a single measurement.

Now I'm going back to the concept of a single measurement. But
what happens to the people who are being failed or who are failing in
the labor market? Census is currently counting the jobless members of
both the families with incomes of $50,000 a year and those with zero
income a year as unemployed. For some purposes that may be OK. But
for congressional policy formulation, I 'am sure that even the most
liberal Member in Congress would not favor public service employ-
ment and youth employment and training programs for a kid in a
home with a $50,000 income.

Apparently Congress is willing to appropriate funds for kids
coming from deprived or, as we call them these days, disadvantaged
homes. For that purpose, I think we do need a single structural
measure.

In our Commission draft report we suggest that utilizing the Cur-
rent Population Survey which provides data on income at least once a
year and labor force experience, we can put this index together.

There are very real technical problems to this index. We don't
measure area. differences in cost of living even though the costs of liv-
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ing in Washington, Boise, and Racine, are quite different. It also
varies from city to rural area.

But at the same time I know of no social indicator that is perfect. I
think even the Current Population Surve statistics ut the national
level, which we praise very highly for tIe high professional com-
petence of the folks sitting on my right who prepare it, still has lots of
problems.

But whether we will recommend the use of this measurement or not
I'm not sure. I think that, again, based on the annual data, we can put
together a statistic that would help to serve people with structural
problems such as lack of skill or education to compete effectively in
the labor market who are experiencing long-term unemployment. It
can be done and should be done.

I am reminded of an old Chinese proverb that the former chairman
of this committee, the late Senator Douglas, referred to very frequently.
A 1,000-mile journey begins with 1 step. I hope the Commission
will move in that direction.

I have full confidence that BLS will improve that measurement over
the years. And to respond to Senator Javits' comment about tying the
work of the Human Resources Subcommittee to labor force statistics,
Congress has directed BLS to provide such an index. I hope that once
we recommend that index, Congress will favor the adoption of a hard-
ship index, even if it represents only a minority view of the Commis-
sion. But I still hope the Commission will recommend an index linking
employment and income.

Finally, Senator Proxmire, I would like to indicate that during the
year that we have spent in our deliberations we have decided not to
take a single vote on any issue. What I have said here today is still
open to modification. We sent the draft report to the multitudes for
public comment. The response was very, very encouraging and we got
lots of good suggestions.

I hope that you will come and help us out in our deliberations.
Thank you, Senator Proxmire.
[The prepared statement of Mr. Levitan, together with an article

entitled "Unemployment Statistics: Why We Need To Know More,"
follows:]

PREPARED STATEMENT OF HoN. SAR A. LEVITAN

PROGRESS REPORT

On behalf of the National Commission on Employment and Unemployment
Statistics, I am delighted to present a progress report of our activities. This

date happens to be most propitious for this hearing. We are celebrating our

first birthday today, and as decreed by the law which estbalished this commis-

sion, we will fade into history within the next six months. This is one com-

mission whose members are committed not to ask for extensions; we fully expect

to complete our work before the statutory expiration date.
Shortly after the commission started its work, columnist Art Buchwald

claimed that he found a burial place outside of Washington where all past com-
mission reports were buried. As insurance against such an early interment,
we published an advance draft of our report which has been circulated for
public comment. The interest generated in response to the draft has been
gratifying.

A controlling rule throughout our deliberations has been to avoid the tempta-
tion of Issuing policy pronouncements beyond the mandate set forth in PL 94-444.
I am glad to report that we adhered to our responsibilities as spelled out by the
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law, confining our activities to an examination of the present system and theformulation of recommendatiois for improving the current method of obtainingand reporting labor force statistics. Those readers who comb the draft for aprescription for full employment or for a specific level of unemployment thatwill lead to accelerated inflation will search in vain. Our motto is "recommendthe best statistics, considering cost constraints, but leave the policy judgmentsto others."
In keeping with your invitation, I will limit my presentation to four issuesdiscussed in the commission draft report. My colleagues and I are in agreementon two of these items and divided on the other two.
State and local labor force data present the commission with its most urgentchallenge. Until the beginning of this decade, the lack of reliable local laborforce data was not a pressing issue. In 1971, the. situation suddenly changed.Under the Emergency Employment Act of that year, Congress inaugurated thefirst major public job creation program since the 1930s. Since then, the stakesinvolved have grown enormously. Congress has annually appropriated billionsof dollars through a series of new legislation authorizing emergency publicworks, countercyclical job creation, and other employment and training pro-grams. Congress appropriated more than $10 billion for distribution this yearto state and local governments, all based on estimates of the level -of joblessnessand number of unemployed.
These laws require the Bureau of Labor Statistics to estimate the level ofunemployment in thousands of communities, presumably an impossible taskgiven the resources of the agency. But since Congress decrees, BLS complies; andCongress keeps on asking for more and more. For example, it is estimated that ifthe pending bipartisan Danforth-Rodino proposal (S. 220 and H.R. 1246) toaid depressed areas passes, some 9,500 areas will qualify for aid, and eventuallyBLS will have to estimate the levels of unemployment in about 40,000 areas.However, the best that BLS will be able to supply will be, as the late JuliusShiskin testified before this committee, random numbers.
The commission report reviews the various options available to Congress forthe distribution of funds to localities. Clearly. improvements in the present cum-bersome 70 step method, used to estimate state and local unemployment, can andshould be made. But it will cost more money. The commission has not discovereda way to produce costless, reliable statistics.
Even under the best of circumstances, the 70 step method will require thegovernment statisticians to use crude estimation techniques--read guessing-and sometimes that means guessing very badly. Since these estimations mayresult in loss of funds to some localities, this frequently results in an iratecitizenry who have counted on these funds to run their governments and in dis-appointed workers whose jobs hinge on the availability of these funds. In theprocess, the credibility of the whole statistical system comes under question.For the time being, however, as long as Congress mandates the distribution offunds to localities, we will have to live with the present ways of estimatingstate and local data, despite all their warts and blemishes. Efforts by federalofficials to add some modicum of reliability to these figures have become in-creasingly embroiled in political hassels between potential losers and gainers.The BLS is consequently involved in a no-win game.
There is a way out of this dilemma. The law already requires that starting in1985 we will have a mid-decade census in addition to the decennial census. The1980 census will provide all sorts of data about the demographic characteristicsof the labor force including the number of weeks workers were employed andunemployed during the previous year, as well as their income level. A reliableallocation formula based on these data could be designed for even the smallestareas. The difficulty, of course, is that the data will become stale between cen-suses. But this is not as great a problem as might appear on the surface, assumingthat the mid-decade census will contain the necessary labor force data. A reviewof the appropriations Congress has made to aid the unemployed reflects an in-creasing emphasis upon helping those who have faced structural problems-inother words, those who have failed or who have been failed by labor marketsduring bad and good times. Structural problems associated with poverty, de-ficient education, or lack of skill do not change readily over short periods. Con-sequently, the data obtained in the decennial and mid-decade censuses might, inthe long run, be more reliable than the guesstimating game BLS is forced to playunder existing laws.
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Another advantage of an allocation formula based on a 5-year census is that
it would provide continuous federal support, no longer fluctuating along with
flimsy and unreliable statistics. Testimony presented by local officials at the
commission hearings revealed a strong dissatisfaction with the frequent cuts
and increases that result from statisticans' guesses. Congress could respond by
authorizing discretionary funds on an emergency basis in the event that sudden
downturns in local economies develop between censuses. The funds could be pro-
vided on a case-by-case basis as is now being done under federal aid to areas
struck by natural disasters. In case of overall rises in unemployment, Congress
could trigger funds on the basis of national unemployment. Then, the allocations
could still be based on the census data.

The collection of job vacancy data is another issue on which the commission
members appear to be in agreement. Conceptually, the idea of job vacancy data
collection is most appealing; if we measure unemployment, it seems logical to
count job vacancies also to obtain the true job deficit. Based on our careful
studies, however, we believe that the desired data are not obtainable. The com-
mission is likely, therefore, to recommend that the government not collect job
vacancy data. As you may recall, BLS collected job vacancy data in manufacturing
between 1969 and 1973, giving up on it as a poor investment. Congress has since
appropriated $500,000 to explore the feasibility of reviving this series. We believe
that the earlier assessment by BLS was correct; the data would be difficult to
obtain, and costly both for the government to collect and for private employers
to report. And, at best, the reliability of the data are likely to remain of poor
quality.

Turning to the count of discouraged workers-one of the issues on which the
commission remains divided-the members do agree that the present count could
be improved, but differ on the specific course to take. While hard data are
lacking, the circumstantial evidence seems to indicate that many of those who
are counted as discouraged workers have a very tenuous attachment to the
labor force and may not have looked for work for years or have never even
worked in the marketplace. The commission seems to opt for classifying persons
as discouraged workers if they have looked for a job within the past six months
and indicate that they are available for work. However, we are divided on
whether those workers should be counted separately as BLS currently does or
whether they should be included among the count of unemployed persons. If
discouraged workers, as defined above, were counted as part of the unemployed
population, the effect would be. according to our quick estimate, to raise the
current unemployment rate by roughly between two-tenths and three-tenths of
one percent. Of course, if we recommend that those workers be counted separately,
then whatever definition the commission recommends will have no effect on the
total measured level of unemployment.

We are also divided on the question of whether to design a new measurement
of labor market related economic hardship that would link employment and
income. The dilemma here arises from the fact that currently, persons are
counted as unemployed or employed regardless of their economic status. This
may have been an adequate measurement in the 1930s when the Current Popula-
tion Survey was designed because very few transfer payments were available
and most persons could choose only to work or starve. In that society, there was
a very high correlation between unemployment and economic deprivation. Clearly,
this is no longer the case today. The commission generally agrees that there
should be some measurement linking employment with income. But there is
considerable disagreement within the commission as to the specific methodology
and data base that can he used to develop such a linkage.

Speaking for myself, I maintain that the development of an index linking
employment to income can be achieved at a very low cost, making use of cur-
rently available data. In our society, where work and welfare frequently go
together, it is necessary to devise a measurement that reflects labor market
related economic hardship as distinct from poverty measurements. The proposed
index would indicate the proportion of people working. seeking work, discouraged
from seeking work or unable to secure a minimum income despite their work
efforts becanse of the low earnings that they and other working family members
receive or because of the inadequacy of alternative sources of support.

During each March of the past 11 years, the Current Population Survey has
collected data on the work experience, earnings and other income sources of the
sample population during the proceeding year. Based on these data, we have
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constructed an index that links work and welfare. We include in the hardship
index only persons who have a strong attachment to the labor force, namely
40 weeks of labor force participation during the preceding year, and who are
members of households with incomes below twice the poverty index during the
year. To repeat, the commission has not yet adopted this or any other index
linking employment and low income.

Of course, there are many technical difficulties associated with this index. The
definition of hardship is necessarily arbitrary. But then, what social indicator
isn't?

We also lack adequate data to take account of regional differences in cost of
living. This is a perennial problem, one that has troubled policymakers in con-
nection with minimum wages, transfer payments and other welfare programs.
Finally, the lack of necessary data to cost out food stamps, housing subsidies
and other in-kind support Is a serious shortcoming of the proposed hardship
index, since that measure would focus on those at the bottom of the economic
ladder.

Every long voyage has to start out with a single step, and once an index Is
designed, technical improvements tend to follow. History has shown this to be
the case with the Current Population Survey. My expectation is that the same
will hold true for an index that links income with earnings, although some of
the technical difficulties I alluded to are not likely to be overcome with present
funding levels. Development of such an index would also produce a special bonus:
The index could serve as the basis for allocating funds to communities with
quinquennial data serving as the source of data, as outlined earlier.

In closing, on the matters I have discussed here and any others that are before
the commission, our minds are not sealed. When we started the deliberations
a year ago, we decided not to take a formal stand on any issue until we had
presented the public with a draft report. Our recommendations will be influenced
by the comments we have received. They are now before us and the staff is

analyzing them.
The commission and its statutory advisors will meet on April 19 and 20 to

formulate the final recommendations. Of course, we hope that the members of
the JEC and their alternates who are advisors to the commission will participate
in our deliberations.
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The Numbers Game

z IV

Unemployment Statistics
Why We Need to Know More
A new way to tie federal aid to local unemployment is just

one proposal from the national commission on labor force data.

By Sar A. Levitan
Each month, there's a new list of win.-

nets and losers in the nation's richest
lottery-the local unemployment-rate
sweepstakes. Results are released by the
U. S. Department of Labor Current
Population Survey. which publishes em.
ployment and unemployment data not
only for the nation as a whole but also
for more than 6.000 separate cow-
muinities. While government economists
study the statistics with an eye to fiscal
and monetary policy, governors, mayors
and county executives pore over the fig-
ares to learn whether they can expect
more or less money from Washington.

When the survey shows local newm
ployment rising, it may mean more an-
employment benefits. more job and
training projects. more public works or
a larger slice of countercyclical revenue
sharing, depending on legislation then
on the books. When the survey shows
lets unemployment, it means less in the
way of federal aid. and the list of goay
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ernment programs that now allocate
funds on the basis of labor famce data
keeps growing.

What makes the labor force lottery a
game of chance is that local allocations
are based on estimates by the Bureau of
Labor Statistks. These estimates can
often be inaccurate, and public officials
are increasingly reluctant to accept them
without protest, particularly when they
result in reduced federal assistance.

Overall, there is a growing uneasiness
with our measures of employment and
unemployment. While the greatest
doubt is cast on state and local data.
there is also suspicion that nationwide
figures are misleading. A system de-
cised four decades ago for ac economy
and a society considerably different
from today's may not be able to provide
the kind of information policy makers
tow need.

Congress Respnnds
Responding to these concerns. Con-

gress established a National Commis'
sion on Employment and Unemploy.
went Statistics to study how labor force

data are gathered and reported and to
recommend ways of improving their ac-
curacy. Early last year. with the advice
and consent of the Senate. President
Carter appointed me as chairman and
named eight other commission members
tocarry out the Congressional mandate.

The Secretaries of Labor and Com-
merce. five other representatives of the
executive branch and six members of
Congress-three from each party-
serve a statutory advisers to the panel.

Although its final report is not due
until September 1979. the commission
decided to issue a draft report earlier in
the year. We hope in this way to ensure
against premature interment of our con-
clusions (Art Buchwald recently de-
scribed the graveyard where federal
commission reports are buried) and to
encourage public discussion and crit-
icwsm of our preliminary findings. not
only by experts but also by public offi-
cials and other Americans who use or
areconcerned with laborforce statistics.

This article contains the interim re-
port's major proposals. However. since
the report does not necessarily reflect
the views of all members and considers
more than one option to resolve several
controversial issues. there is no guaran-
tee that these findings will be reflected
in our final report. Still. by showing how
issues the commission has studied first
arose and discussing possible resola-
tions. I have attempted to convey the
significance of the questions we ad-
dressed and the reasons for the recoi-
mendations we are considering.

National monthly employment and
unemployment statistics date back to
1940. During the past four decades fed-
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Estimating local
unemployment, federal
statisticians often
guess and sometimes
guess very badly

cra statisticians have developed a comn-
prehenstse. although not faultless. sys-
tem of measuring labor force activties.
But the system has focused on national
data. neglecting the fact that the natton
consists of numerous local economies
and labor markets.

Until the beginningof this decade. the
lack of local labor force data was of con-
cern mostly to academicians and statis-
ticans. State and local officials were in-
terested in the health of the economies
they served. but the lack of adequate
data was not an urgent issue and few
policy maken sought precise employ-
ment and unemployment statistics.

Federal policies changed all this. but
the change was gradual. Beginning with
the Korean War, the federal government
granted preferential treatment in federal
procurement to labor surplus areas. The
program was never too effective and was
honored more in its breach than in tts
implementation. Nonetheless. the
Labor Department. told to designate
areas with surplus labor. began develop-
ing state and local employment and un-
employment data. A decade later. a fed-
eral program to help depressed areas
further stimulated the generation of
local labor force statistics.

Interest in local unemployment data
accelerated sharply in 1971. with the first
public job creation program under the
Emergency Employment Act. Since
then. Congress has annually appropri-
ated billions of dollars that are allocated
to state and local governments on the
basis of various employment.and unem-
ployment formulas. The latest major
piece of legislation to allot funds by un-
employment rates and the size of the
unemployment population was the 1978
reenactment of the Comprehensive Em-
ployment and Training Act (CETA).
passed in the closing days of the 95th
Congress. This law alone authorizes the
annual distribution of StI billion to
'prime sponsors." the trade name for
the chiefelected officials in 50states and
the more than 400 political subdivisions
with populations in excess of 100.000.
As a result. local labor force figores have
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become an increasingly critical concern
of elected officials.

The major source of national labor
force statistics is the monthly Current
Population Survey issued by the Labor
Department's Bureau of Labor Statis-
tics (BLS). The Bureau of the Census
randomly selects some 56,000 house-
holds and reports the labor force status
Qf all members over 16 years of age. Indi-
vkiuals are included in the labor force if
they are working or if they are looking for
work. From this sample. the size of the
nation's labor force and the numbers em-
ployed and unemployed are determined.

The monthly summary provides a
wealth of demographic detail about the
work force including data on age. sex
and race. number of hours worked and
distribution of workers by industry and
occupation. Data on the unemployed
include reasons for their unemploy-
ment-whether they lost or quit their
last job or recently entered or reentered
the work force.

Guesstimatiog
National figures based on the survey

sample are highly accurate. But local
employment and unemployment are de-
termined by crude estimation tech-
niques and drawn primarily from unem-
ployment insurance data. This means
federal statisticians are often guessing.
and sometimes they guess very badly.

It was not so long ago that public offi-
cials were known to announce with pride
that their communities had no unem-
ployment problems. These same offi-
cials. or their successors, still tend to
extol the virtues of their states and
communities. But now they realize that
a perfectly healthy local economy
means less money from Uncle Sam. To a
major metropolitan area. such as
Chicago. an increase of I percent in un-
employment would bring S18 million
more in CETA funds. increasing the 1979
program allocation by one-sixth. Thus.
local officials clearly we the need for
reliable labor force estimates.

The best means to achiexe this end
would be to expand the national survey

to local areas. but such an expansion is
not in the cards. Currently. the BLS is
responsible for publishing monthly es-
timates of unemployment in more than
6.000 areas. including the 50 states. the
District of Columbia. all major met-
ropolitan amas and the nation's 3,100
counties. Although Congress has shown
an almost insatiable appetite for detailed
information about the labor force and
has sought to secure is from ever smaller
areas, lgislators apparently assume that
this can be achieved at no cost. Congres-
sional appropriations for labor force
statistics seem to follow the dictum of
billions for the unemployed but not a

penny for the bureauncrats." This may be
good politics. but it is no way to provide
the reliable information necessary to
carry out the intent of Congress and
target funds for areas most in need.

Collecting uniform and reliable data is
an expensive operation. For example. to
collect monthly data for each state and
the District of Columbia (which would in
two out of three cases yield an unem-
ployment rate within 5 percent of a com-
plete census count-what the statisti-
cians call a coofficint to variation of 5
percenti requires a monthly sample of
377,400 and would cost $25 an interview.
The annual price sag for such a survey
would total St13 million-more than five
times the cost of the current national
sarvey. To collect monthly data for each
of the 460 prime CETA sponsors and
setlingforasampleof1,850in each area
(at the risk of sharply reducing the relia-
bility of the data) sr. '.d require 851.000
interviews and cost more than a quarter
of a billion dollars. To collect similar
data for all of the counties would multi-
ply the cost to some S2 billion. In addi-
tion to these vast expenditures, there
would be the bother to citizens who
would have to supply information to
government enumerators. The conclu-
sion isclcar.The householdsurveyistoo
costly an instrument to obtain reliable
state and local employment and unem-
ploymem data.

The commission. however. was reluc-
tant to recommend continued depen-
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dence on the present system and esti-
mates based mostly on unemployment
insurance figures. Although all states
and the District of Columbia participate
in the unemployment insurance pro-
gram. each state has its own laws and
regulations. Roughly 40 portent of those
counted as unemployed by the Current
Population Survey receive unemploy-
ment insurance. But. state by state, the
proportion varies from about 20 to 60
percent. Some variation results from
local economic conditions and the
number of unemployed who exhaust
their benefits before they find work, but
much of the variation is produced by
differences in eligibility requirements.
In addition. there is no way to discover
through unemployment insurance the
number of workers entering or reenter-
ing the labor force since these workers
are not covered by that insurance.

Local Estimates
The Department of Labor has pre-

pared a manual describing its 
7
0-step

method of etimating state and local un-
employment with instructions on how to
gauge the number of unemployed per-

sans in each area. The results are what
statisticians call 'biased' (which does
not mean they are slanted. merely that
there is no way to guard against the kind
of error that could consistently produce
inaccurate figures). What's more. these
figures frequently fail to take into ac-
count the special nature ofcommunities
and their work forces. For example.
rural areas have little official unem-
ployment Because there are so many
chores on a farm, labor force statistics
routinely classify most farm residents as
employed even though they may barely
eke out a living or work. at best, part
time.

Under the best of circumstances. es-
timates of state and local unemployment
are unreliable. While these data can be
improved, such efforts increasingly in-
volve federal statisticians in political
hassles with local officials whose com-
munities are likely to lose funding as a
result.

There is a way out of this dilemma.
The law already requires that starting in
1985 we will have a census every five
years instead of every 10. The census
provides all sorts of data about the labor

force, including the number of weeks
wsrkers were employed and unemployed
during the previous year. as well as their
income levels, allowing reasonably reli-
able allocation formulas to be designed
for even the smallest areas.

The difficulty. of course, is that the
data will become stale during the five
years between censuses. But this is not
as great a problem as it might first ap-
pear. More and more, Congress has
sought to provide aid to the victims of
structural unemployment-those who
have failed in or who have been failed by
labor markets during bad and good
times. Structural problems associated
with poverty. deficient education or lack
of skill are slow to change. Con-
sequently. the data obtained every five
years might. in the long run. be more
reliable than the guesstimating game
federal statisticians are forced to play
under existing laws.

Another advantage of basing the allo-
cation of federal aid on local labor force
data derived from the census is that it
would provide continuous, sustained
support. Local officials testifying at
commission hearings indicated a prefer-
ence for stable levels of assistance over
frequent cuts and increases. Congress
could authorize discretionary funds to
respond to sudden downturns in local
economies. allocating case-by-case
emergency unemployment assistance
the same way aid to areas struck by nat-
ural disasters is now provided. Should
overall unemployment rise, Congress
could trigger funds nationlldy. basing al-
location on census data.

Labor Furee Delinitin.
While the improvement of state and

local labor force data is a prime concern.
the commission has not neglected other
aspects of employment statiutics. includ-
ing labor force definitions. Our society
and economy have undergone vast
changes since these definitions were de-
veloped 40 years ago. and many have
become outdated. Possibly the most
serious deficiency is the present sys-
tem's dependence on the rigid categories
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of employment and unemployment.
When a worker is employed even for
only one hour. he is considered em-
ployed. a jobiess person who looks for
only one hour of work is considered un-
employed. But these definitions tell us
very little about the adequacy of the
workers employment.

There are millions of people in the
labor force-some of whom work full
time. full year-who do not earn enough
to lift themselves and their dependents
out of poverty Present lahor force defi-
nitions do not take into account the fact
that most of us are in the work force to
make a lining wage. A definition that
was reasonable in the Great Depres-
sion -when any job was good and
people either worked or starved-
became unreasonable as the welfare
state expanded the gray area between
being in or out of the work force. Today.
many people who depend apon govern-
ment support also frequently participate
in the work force, at least on a part-time
basis.

The Nixon and Carter Administra-
tions have attempted to create a system
in which work pays more than welfare.

Such a system requires labor force
statistics that report far more than just
the number of individuals employed and
unemployed.

Work vas. Welfae
In a society where work and welfare

frequently go together, it is necessary to
devise measarements that will reflect
both income and the relationship of in-
dividuals to the work force. The indices
would indicate the proportion of people
working. seeking work or discouraged
from seeking work who are unable to
secure a minimum income on their own
and hive no other working family mem-
bers or sources of support. Although
Congress instructed the Secretary of
Labor to study the feasibility of such a
measurement five years ago. federal
statisticians have so far done littie The
commission helteses such a series of
measurements would go a long way to-
ward illuminating labor market opera-
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tions and could also help Congress de-
velop welfare reform legislation.

Closely related to the development of
what could be called a hardship index is
the controversial issue of counting as
employed those individuals statisticians
call discouraged workers. These are
persons who indicate to the government
enumerators that they want a job but
have given up looking because they be-
lhve there are no jobs for them. Studies
conducted by the Bureau of Labor
Statistics for the commission suggest
that this discouragement is often due to a
realistic appraisal of lahor market condi-
tions. On the other hand. some who in-
dicate adesire forajob have not actually
looked for work in more than a year. and
chances are they are not really inter-
ested in one. Currently, the unemployed
are considered to be those who seek
work during the four weeks prior to the
survey-a system that is arbitrary One
proposal considered by the commission
is to count as unemployed those indi-

viduals available for work who have
sought a job within the last six months

but haoe not looked in the last four weeks
because they believe no work is avail-
able. Presently. however. the members
of the commission are divided on this.

Whether or not members of the armed
services should be counted in the labor
force presents a different problem.
Under present definitions, soldiers.
sailors and airmen are not counted. This
practice was probably reasonable during
the first 33 years of the Current Popula-
tion Survey when the armed forces were
largely conscripted and military wages
and jobs were radically different from
those of other workers. Since 1973 we
have had a voluntary armed force. and
employers must compete with the
military for employees. There is a great

deal to be said in favor of counting the
military as part ofthe labor force. Mem-
bers of the armed services today are
likely to man typewriters instead of
guns. serve as technicians. repair
equipment or perform administrative
duties. The occupational mix is very
much like that of the civilian work force.

The distinction between the military and
ciilian labor force is not so valid as it
was when the current lahor force count
started.

This is hardly an esoteric considera-
tion to the mayors of San Diego.
California. and Norfolk. Virginia. or to
many other mayors and county super-
visors throughout the country. By add-
ing the military to the labor force. the
number of employed in their com-
munities would automatically increase
while the number of unemployed would
remain unchanged. producing a lower
ratio of joblessness. San Diego County
might los annually as much as S7 mil-
lion in CETA funds alone if the military
were counted as part of the lahor force.

One way to resolve the problem would
be to include the military as part of the
national lahor force but to leave local
statistics unchanged. This approach
recognizes that the military operates in a
national rather than a local labor market
and unemployed youngsters cannot
apply directly for jobs at the military
installations in their communities.

Counting Youngsters

How to count youngsters is another
concern of the commission. Currently.
we count as part of the lauor force all
persons 16 and over who work or seek
work. The commission is considering
whether it is appropriate to include
those under 18 since nearly 90 percent
ace still in school. Except during sum-
mer months. most youngsters seek only
a few hours work at vest. and their at-
tachment to the labor force is very
casual The decennial censuses between
1870 and 1930 counted workers 10 years
and older as gainfully employed.' By
the time the Curretm Population Survey
started in 1940. compulsory education
was nearly universal until age 14 and
only youngsters above that age were
counted in the labor force. By 1967 the
age limit for hoys and girls in the labor
force had been raised to 16. The commis-
sion is divided on the issue of raising the
age limit to 18. reflecting current
societal practices. Apparently a major-
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ity favor retaining the present definition
of the labor force.

Tightening definitions and concepts
alone is not going to fill current informa-
tion gaps. Better data are needed to
formulate policy and understand labor
market operations. But additional data
cost money, and the commission cannot
ignore this fact.

In general. the commission has ener-
cised considerable restraint in recom-
mending the collection of new data.
Speaking for myself. I suggest limiting
the commission's thirst for data by
proposing no more than $50 million for
new information. the outlays to be
spread over several years. While I firmly
believe that Congress should fund a
sound statistical system, I recognize
that ours is only one of several dozen
national commissions concerned with
government data needs. I am suffi-
ciently old-fashioned to think that S100
million here and $50 million there add up
to a tidy sum even in this inflationary
era.

A La-gee CPS Sample
Expanding the size of the Current

Population Survey (CPS) sample is a top
priority. The commission is convinced
the increase is necessary to obtain better
data for the states on a uniform basis, as
well as to obtain better data on
minorities. There is a pressing need to
increase the sample size of minority
groups. CPS data for blacks are pres-
ently unreliable. while data for His-
panics are nonexistent on a monthly
basis. This situation embarrasses policy
makers as much as analysts. Because of
the sample size, government statisti-
cians are forced to report. for example.
that when the CPS shows unemploy
ment for black teenagers rising from 30
to 35 percent. this is not statistically sig-
nificant. But when it shows unemploy-
ment for white teenagers rising from 14
to l7 percent it is statistically significant.
Clearly, any real increase is significant.
However. a 5 percent shift in CPS figures
for black teenagers is based on so few
interviews that it may represent no real

increase at all.
In addition to the Current Population

Survey, which obtains its data from
households. the government also col-
lects information about employment and
earnings by industry and occupation
from some 165.,00 employers who vol-
untarily participate in a business estab-
lishment survey sample. The data pro-
rided by these establishments serve as a
basis fur tracing earnings of workers and
measuring labor productivity. However,
the rapidly espanding service industries
are not well represented. and the com-
mission will recommend enpanding this
sample and offering greater financial as-
sistance to state employment agencies
that cooperate in data collections.

Mindful of the costs, commission
members have actually advised against
ihe callection of now data in some areas.
One example is information on job va-
cancies. The idea of collecting this in-
formation is very appealing. Since we
count the number of unemployed. it
would seem reasonable also to count
jobs that go unfilled and determine the
nation's true "job deficit' (the number
of unemployed workers less the number

of vacarnt jobsl. The Bureau of Labor
Statistics started to collect job vacancy
information nearly a decade ago but gave
it up in 1973 as a poor investment. Con-
gress, nevertheless, has urged the Bureau
of Labor Statistics to try again and has
appropriated funds for experimental
studies. The commission is apparently
going to recommend against such an ex-
penditure because of the technical and
conceptual difficulties involved.

The commission studied seasonal ad-
justments-the ways BLS statisticians
now smooth out unemployment curves
to compensate for such fluctuations as
the sharp rise that occurs each June
when youngsters are let out of school.
The commission is suggesting changes in
current methods. Because of the politi-
cal impart of employment and unem-
ployment information. the commission
also looked closely at how data are pre-
sented to the public, including the need
to interpret data and highlight impor-
tant developments for TV and radio
newscasters and newspaper reporters.

While the commission unanimously
agreed that BLS should not be subjected
to political pressures, the members rec-
ommend a stronger role for the bureau's
labor and business advisory panels in
the development of labor force data.
They also propose closing the gap in this
advisory system by adding a panel of
state and local elected officials. who
have a vital interest in employment and
unemployment statistics.

The draft report released by the com-
mission outlines the f...Jings of the
panel to date. The members of the com-
mission have delayed voting on the is-
sues. awaiting the opportunity to con-
sider comments they receive. Public of-
ficials and private citizens can therefore
have an impact on the final product.

Our labor force statistics are not only
important to making policy, but they
also help us understand how our econ-
omy works. The best numbers in the
world wont solve our problems. But it is
hard to know what policies are required
without good data. and our labor force
data system clearly needs changes 0)
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Senator PROXMIRE. Thank you, Mr. Levitan, very much. I want to
congratulate you on your fine work and your hard work over the years.
It's been a great inspiration to us. I think that you have been a mar-
velous crusader for an index that means more than the present unem-
ployment index.

The present unemployment index, I think, is viewed by many people
as a kind of hardship index. I think the general impression that people
have is that this indicates how many people are really poor and suf-
fering. And obviously, we have working poor who may be employed.
We have others unemployed who may be very well off indeed.

I was astonished a while ago. Howard Shuman on my staff tried to
find out if we had any indication of how much of the $531 billion
budget we have that helps the poor. We inquired. And in program
after program, nobody could tell us. They had no indication of it. Even
in programs like social security and other programs, they had no idea
how much of it really helped people with low incomes and how much
did not.

Of course.in some programs it might -be hard to calculate. But there
was no indication anywhere in our Government of how much of the
amount we spend really helps the poor. I suspect it is far less than it
is represented.

That is always the argument you get you know. You cut the budget,
you hurt the poor. It is cruel. It is inhuman. If you have got any com-
passion in your heart, you have got to spend more money. But they
can't give us any verification of that at all.

Mr. LEVITAN. Well, Senator, during the days of OEO, the top pri-
ority was to allocate all the appropriations among the poor. And you
will excuse me, Senator McClure, if that sounds partisan. As Chair-
man of the. Comimission on Employment and Unemployment Statistics,
of course I am pure as the driven snow.

But for some reason or other, under the Nixon administration those
numbers were discontinued, simultaneous with the dismantling of
OEO. There are still some estimates but they are very poorly done.

I agree with you, Senator, and I would recommend that you urge
the Director of OMB to revive estimates of the extent to which the
$531 billion national budget goes to the poor.

It can be done, should be done and again, I would go along with
what you have mentioned, Senator McClure; namely, such a measure
would tell us something about what we are doing for the poor and
structurally unemployed.

Senator PROXMIRE. In the report the Commission is undecided
whether 16 years of age should be retained as the lower boundary for
inclusion in counting the labor force. If the age cutoff were raised to
18 years would that mean teenage unemployment rates could be re-
duced by the wave of a statistical wand? What policy implications
would result from such an action?

Mr. LEVITAN. One of the policy implications would be of course that
instead of reporting roughly 5.7 percent unemployment, we would
report 5.1 percent nationally.

Senator PRoxMiRE. It would go down about 0.5 or 0.6 of a percent?
Mr. LEVITAN. Yes.
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At the same time it would also reduce teenage unemployment, and
instead of the 31.5 percent for blacks mentioned and I forget what it is
for whites

Senator PROXMnIE. Fifteen.
Mr. LEVITAN. Excluding the 16- and 17-year-olds would substan-

tially reduce the percentage of teenage unemployment since obviously
the current rate is very large.

The problem is, and this is the argument that some inside and some
outside the Commission urge, that if we reduce it, we are brushing
youth unemployment under the proverbial rug.

But you also have to look at the fact that 89 percent of those 16- and
17-year-olds are going to school. And that is no longer a racial issue;
blacks and whites are going to school at the same rate now proportion-
ately up to age 18. If they are going to school then under the provisions
of various experimental programs like the Youth Administration Act
that Senator Javits and Senater McClure alluded to, should we really
count them as unemployed? That is the issue.

There are other problems involved. But basically that is where we
are divided.

Senator PROXMIME. Do you have any public comments on that op-
tion? Have you received any public comments outside the Commission?

Mr. LEvITAN. Yes, several, Again they are divided. Those who want
to show that youth unemployment is a bigger problem favor counting
16- and 17-year-olds as unemployed even if they are in school.

I am not saying it isn't a problem. There is definitely among black
youth unemployment a critical situation as you said, Senator McClure.
And I don't use the word lightly.

But at the same time once we counted in the labor force-that was
even before my time-kids at age 10.

Senator PROXMIRE. Age 10?
Mr. LEVITAN. Yes. Between 1870 and 1930, the Census didn't count

unemployment. It counted the gainfully employed which made sense
then because in an agrarian society, kids started working at an earlier
age. By the time we started the Current Population Survey in 1940,
we had raised it to 14 because at that time education was compulsory in
most States until age 14.

In 1967, Ms. Norwood's predecessor-I am assuming the Senate will
soon confirm her nomination-changed that to 16.

The question is: Should we change it again at this time?
Senator PROXMIRE. Let me ask Commissioner Norwood to comment

on that. Do you have any views on that?
Ms. NORWOOD. I think, Senator, that is really a policy judgment that

needs to be made.
Senator PROXMIRE. How about the reasoning we have received from

Mr. Levitan?
I remember speaking at a high school in Wisconsin not long ago.

And I inquired about the proportion of juniors and seniors, full-time
students who were employed. A very large proportion were. I was
astonished at how large a proportion, about 70 percent, had jobs of one
kind or another.

Now if they weren't able to find a job after school, of course they
worked after school and on weekends, it would be a hardship for them,
and maybe for their family.
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But compare that with the hardship of an adult who is out of work,
of course, it is hardly fair.

In view of the fact that the age has been increased from 10 to 14 and
from 14 to 16, and in view of the fact we now have attendance at school
usually through 17, on that basis wouldn't it seem logical?

Ms. NORWOOD. Well, it certainly is possible to do. Other countries
have an even lower breakoff point. That is, most of them include 15-
year-olds. I think again it gets down to-

Senator PROXMIRE. Let me interrupt. Other countries, though, usu-
ally don't have their children going to school as long as we do by any
means. As a matter of fact, as I recall, I was in Europe some years ago,
but while I was there it was my understanding that employment among
teenagers was very high and unemployment was very low. They moved
them into the work force pretty directly, a lot from grade school.

Ms. NORWOOD. That is certainly so. It is changing of course. But I
think the appropriate age breakoff is really just a judgment that needs
to be made. And I think it needs to be made in relation to all of the
other groups in the labor force.

I would certainly hope that whatever we did, we still maintained
information on young teenagers, and we certainly could do that wheth-
er they were included or excluded from the unemployment rate.

Senator PROXMIRE. Mr. Levitan, the Commission recommends that
the current population survey be expanded to provide annual average
data for all States, all SMSA's and large cities with a population of 1
million or more. I have the report here on 10 large States.

I must say that I have some trepidation about doing much with
these statistics because they seem to jump all over the place. I don't
have a great deal of faith-maybe I'm wrong-in the validity even
of these large States.

New Jersey for example had a drop in unemployment from 7.6
percent in February to 6.7 percent in March. New York on the other
hand right next door to New Jersey with very, very similar forces
playing in the labor market you would think, had an increase. Whereas
New Jersey had a sharp drop, almost 1 full percent, New York had
an increase from 6.6 to 7.3 percent.

Ohio had a sharp drop in unemployment from 5.6 to 5 percent.
Pennsylvania had an increase from 6.2 to 6.9 percent.

You wonder whether in view of the statistical problem involved
here, even though these are very large States, whether those figures
are right and how much it will cost, how many dollars it will take
to give us accurate figures on every SMSA with 1 million or more
population.

Won't that be very expensive, and how much will it be?
Mr. LEVITAN. First of all, Senator, you are referring to monthly

figures.
Senator PROxMTRE. That's right.
Mr. LEVITAN. We certainly would not recommend to BLS and to

Congress that monthly figures be used for any distribution of funds.
I think it would be better to collect yearly statistics, which would not
require a large sample increase. That way, you would have much more
stable figures.

Again I do not want to defend these numbers because I am trying
to sell you on the use of the decennial census which would cost very
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little-only the cost of a computer run since the data would already
be there.

Senator PRoxMruE. You are saying do it every 10 years?
Mr. LEVITAN. You are going to have that anyway.
Senator PROXMImE. Going to have what ?
Mr. LEVITAN. There is already a law that mandates a mid-decade

census. Of course it depends- /

Senator PROXMIRE. How often will you get the figures then, every
5 years?

Mr. LEVITAN. Five years.
Again, as I said before, Sentor, the local figures we use now are

not reliable and as you just pointed out, monthly figures even for
States move all over the lot.

Senator PROXXM . If you are going to make policy, it is pretty
hard to make policy based on figures that come to you every 5 years.
It is very hard.

Mr. LEVITAN. No, not necessarily.
Senator PROXMImE. Policy with respect to unemployment at least,

isn't that right?
Mr. LEVITAN. Structural problems do not change very rapidly. You

can base policy on such numbers.
Again, Senator, your question suggests to me that you are trying

to compare it with an idealized version. We are saying, and you also
pointed out, that even if you increase the sample for large States on
a monthly basis, you will get unreliable figures. On an annual, or
6-months moving average basis, you will get much more stable figures.

But still you will have some technical problems. Congress will
have to decide whether to keep on asking for more and more figures
that are not deliverable. The choice is between guesstimates which,
by law, the Bureau of Labor Statistics is required to publish, or
whether Congress will rely on something that is dependable but a
little stale.

Senator PRoxMiRE. Let me ask you one more question before I yield
to Senator McClure.

I am delighted at your recommendation to include the Armed Forces
as part of the work force. They should be. It is utterly ridiculous to
leave out 2 million people who work very hard I think; I was in the
Armed Forces. A lot of people don't think so, they think Beetle
Bailey is typical but I think a lot of the people in the Armed Forces
should be considered employed.

What are the reasons for excluding the Armed Forces from local
area statistics and what effect would their inclusion have on the
national unemployment rate?

Mr. LEvITAN. I will answer this question first with the official
answer, and then the nonofficial answer.

The official answer is, of course, that this exclusion from the local
labor force statistics is.justified by the fact that when a youngster
enters the military, he or she does not necessarily enter in that par-
ticular area. Therefore, it is not a local labor market. The military
operates in a national labor market.

A youngster entering the Navy from Wisconsin is not likely to
stay in Milwaukee or Madison-there are not many big battleships
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around there. They will most likely be sent to San Diego or the other
end of the continent. Therefore, it is not a local labor market.

This is the official reason.
If you will permit me to, I will explain the real issue behind all

this.
We didn't think that it would fly because if we recommended it for

the local level, including the military in the local count for San Diego
would reduce unemployment roughly by 1.5 percent. Similarly, if
you proposed inclusion of the military for the Norfolk, Va., count or
for some such area, the idea would be rejected.

This sounds like playing a little politics. We decided to at least
recommend including the military at the national level, so as to have
a more realistic count of employment and unemployment.

Senator PROXMIRE. What effect would this have on the national
unemployment rate? How much would it reduce it?

Mr. LEVITAN. Of the 2.1 million, about 1.4 million are in the con-
tinental United States. By including the military, the numerator would
not change because they would all be employed by definition, but the
denominator would be raised. As a result, unemployment would decline
roughly by 0.1 percent.

Senator PROXMIRE. That is all unemployment would go down, 0.1
of 1 percent?

Mr. LEVITAN. That's right. Possibly, it would be less than that be-
cause some of the military do moonlight and, therefore, may be already
reported as employed. Roughly it would be 0.1 of 1 percent.

Ms. Norwood would have told you unemployment is 5.6 percent if
everything else remained the same rather than 5.7.

Senator PROXMIRE. Senator McClure.
Senator MCCLURE. Thank you, Senator Proxmire.
I don't know which is least accurate, a stale figure from an in-

accurate census, or fresh figures from an inaccurate statistical sample.
I have been troubled with that for a long while. I debated with myself
for a long while before voting for a mid-decennial census, because I
think a widening statistical sample is oftentimes just as accurate, per-
haps more accurate than census figures which take a great deal of time
to compile.

I would invite your comment.
Mr. LEVITAN. Nationally of course the sample is big enough. You are

correct. But when you start applying that to small labor market areas,
then the answer is no. The sample becomes smaller and smaller. There-
fore, the margin of error increases geometrically and the numbers are
no longer reliable.

Again, I am not suggesting that we give up the sampling technique
for all purposes. If Confrress wanted to allocate a frozen amount of
funds, whether it is CETA or the Danforth-Rodino bill, you still
could base the trigger mechanism on the national figure.

If distribution is made according to structural needs though, then
you want to measure structural problems rather than unemployment.

Senator MC(`uRE. Certainlv we can increase the statistical sample
at some given level of cost, and therefore, increase its accuracy. We
are doing the same thing by a mid-decennial census which costs a great
deal of money.
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The question in my mind is which is the better expenditure of money,to get better statistical information, or better enumeration in a mid-
decennial census.

Mr. LEVITAN. I would answer with the usual argument, but I thinkit is also a correct one: a $531 billion budget requires data on housing,
education, and health, as well as for employment and unemployment
statistics.

And while I hate to talk loosely about the $100 million or $200million it will cost-considering that the decennial census, which hasa larger sample, will cost $1 billion-I think that the mid-decade
census is necessary.

Since I'm currently in the statistics business, I'm lobbying for a
little more statistics.

Senator MCCLURE. Concerning the hardship index you state it is
awfully difficult to take into account the regional differences of cost
of living and transfer payments. Can we really have a meaningful
hardship index if these two aspects cannot be measured accurately?

Mr. LEVITAN. We have to realize that some imperfections and faults
do exist. For example, whether you favor it or not, Congress has hada policy of minimum wages now for 41 years. And for determining theminimum wage, I think we need to measure cost of living differentials.

When Congress passed a Fair Labor Standards Act in 1938, it man-dated determination of wages on the basis of industry at a local level.It gave up on it as a poor attempt. For the last 30 years, we have hadone minimum wage. We need the cost of living differentials.
I think it would be extremely costly. I don't know exactly the costinvolved. As I suggested before, thank heavens that is not in the

Commission's jurisdiction.
But we will never get good cost of living differentials between themajor city in a State and a rural area. We would need thousands and

thousands of samples. The cost would be tremendous.
The same holds for estimates on the local level. If you want tospend a few hundred million dollars-maybe more-you would get

better cost of living differentials among areas. I believe that will besomething we will have to live without.
Senator MCCLURE. In your prepared statement you say one possible

definition of discouraged workers you may or may not want to in-clude in the labor force is workers who have looked for a job within
the past 6 months and indicate that they are available for work.

In your discussions with the Commission, do you identify how ac-tive a person must be in this job search during the 6-month period?
Does he have to look for a job continuously throughout the 6-month
period, or only show evidence of having once looked for a job duringthe 6-month period?

Mr. LEvITAN. We would like to have a stronger or more rigorous jobsearch test, but again, how many questions can the federal enumerator
ask in the survey? It is a voluntary survey. If too many questions areasked, we are going to impose excessively upon volunteer respondents.

We have to live with less than 100 percent of what we want. Rightnow the job search is a very, very poor test.
First of all, it is not the person himself or herself that answers thequestion. Any adult in the family can answer for all the people in thehousehold.
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"Has Johnny looked for a job?"
"Yes, he has."
We don't know if he has during the last 4 weeks. Johnny is counted

as unemployed. How much has he really looked? There are all sorts
or tests: Looking for a job, telephoning, going to the gate, looking at
newspapers.

And then try to ask more than just the one question, "Has he or she
looked for a job?" That would involve again a great expansion of the
survey.

One thing that BLS and Census kept on warning us about and which
I think I am persuaded about, is that we have to keep the questions to
a minimum because it is not just costly to the Government, but also
because we are imposing too much upon households who volunteer the
information.

Senator McCLuRE. I am intrigued by the possibility of an income
test being added because certainly that would begin to look at the
person who is moonlighting, seeking two jobs. He has one job and
lost the other and is a statistic on the one that he's lost, even though
he's fully employed as most other people. He just happens to, for one
reason or another, seek another job.

Mr. LEVITAN. Senator, that person would not be counted as unem-
ployed. If I'm a professor and moonlight on the side, I am still counted
as employed.

Senator MCCLURE. You suggested a moment ago that the military
who might be moonlighting would be counted as unemployed.

Senator PROXMIRE. If the Senator would yield, the problem would
occur in the establishment figures. If they report unemployment, that
employment dropped, that would be picked up even though some-
body had a couple jobs.

Is that right?
Mr. LEVITAN. That's right. In the establishment survey they would

be picked up more than once, but in the Current Population Survey
they would not be.

My reference to the military was made with the assumption that
they are employed in civilian jobs.

Senator MCCLuRE. You counted on the employment side but not the
unemployment side.

Mr. LEVITAN. That's right.
Senator MCCLURE. Ms. Norwood, I wanted to ask one further ques-

tion of you.
The reference by BLS indicates that about half of the 31/2 million

increase in employment in the past year was accounted for by women.
Can you give us information as to what types of jobs these women

are taking and at what levels with what-in what income groups and
at what skill levels? Who are they competing with?

Ms. NORwOOD. I would be glad to provide an analysis of that for the
record, with one exception, and that is that I don't think we have
any data on whom they are competing with. We certainly can put in
where they are.

Senator McCLURB. If you would do that, please.
Ms. NoRwooD. I would be glad to do that.
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[The information referred to follows:]

EMPLOYED WOMEN BY OCCUPATION AND EMPLOYMENT INCREASES AND DECREASES, MARCH 1978 TO MARCH 1979

[Employment levels in thousands; not seasonally adjusted)

Females, 20 yrs and over

Employment
changes (per-
cent distribu-

Occupation March 1978 March 1979 tion)

Total -34, 817 36, 592 100.0

White-collar workers -22, 691 24, 167 83.2
Professional and technical -6, 065 6,546 27.1

Health workers -1,637 1,835 11.2
Teachers, except college- 2, 200 2, 327 7.2
Other professional and technical -2, 228 2, 384 8.8

Managers and administrators, except farm- 2 329 2, 459 7 3Salaried workers---------------------- 1, 903 2,056 8.6
self-employed workers in retail trade - 280 262 -1. 0
Self-employed workers, except retail trade -146 142 -. 2

Sales workers -2, 210 2,264 3.0
Retail trade --------------------------------- 1, 628 1, 556 -4.1
Other Industries-1,62 583 709 7. 1

Clericalworkers ---------------------------------------------- 12,087 12,898 45. 7
Stenographers, typists, and secretaries ------------------- - 4, 243 4,469 12.7
Other clerical workers -7,844 8,429 33.0

Blue-collar workers -5,129 5, 312 10. 3
Craft and kindred workers -622 646 1. 4

Carpenters -15 20 3
Construction craft, except carpenters 22 31 5
Mechanics and repairers -34 32 -.1
Metal craft -33 31 _, I
Blue-collar worker supervisors, not elsewhere classified 144 167 1. 3
All other -375 364 -. 6

Operatives except transport- ---------- 3, 959 3, 995 2. 0
Durable oods manufacturing. -1, 498 1, 636 7. 8
Nondurale goods manufacturing -1,854 1,779 -4. 2
Other industries -606 581 -1. 4

Transport equipment operatives ---------------------- 230 255 1. 4
Drivers, motor vehicles -217 240 1.3
All other - ------- 13 15 1

Nonfarm laborers -318 417 5.6
Construction -7 13 -3
Manufacturing - -------------------------- 122 175 3.0
Other industries -189 229 2.3

Service workers -6, 624 6,770 8.2
Private household workers -872 846 -1. 5
Service workers, except private household -5, 752 5,925 9.47

Food service workers -2, 154 2,225 4.0
Protective service workers - 108 121 .7
All other ---------------------- 3, 409 3,579 5.0

Farm workers ------------------------------------------- 373 342 -1. 7
Farmers and farm managers -82 109 1. 5
Farm laborers and supervisors -291 233 -3.3

Paid workers -126 110 -.9
Unpaid family workers -165 123 -2. 4

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

Senator MCCLUJRE. The last question I would like to ask I would
direct to both. That is in the area of the illegal alien composition in
the work force and competition for jobs.

Do you have any kind of statistics? Is that included in your sample;
and, if so, do you have any confidence in the figure?

Ms. NORWOOD. I would just like to very briefly comment on that. I
think that many of the people who are illegally in this country and are
employed, and even those who are unemployed, are probably included
in the count that we have. If they are employed, they are likely to be
counted in the establishment statistics. If they are in a household that
is in the sample, they are likely to be counted in the household survey.
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The difficult, I think, is that there is no way to break out the group,
because there is no way to ask someone if he is doing something
illegally and still have him cooperate in a voluntary survey.

There have been some attempts to make evaluations of survey data
on the one hand, and compare it to administrative data on the other.
That is one of the things that is being done, for example, in the United
Kingdom and in Ireland, and some of the European Community couI-

tries. But these comparisons must rely on some assumptions, too; that
is, that these people are counted in the administrative data.

Another approach that has been taken is attempting to probe further
when entering a household, to introduce questions to find out a little
bit more about these people, but that also gets to a respondent burden
problem.

Then, just to be sure that I mention it before my friend Mr. Levitan
does, there is also the problem, of course, of the undercount of the
population. The kinds of people who might well be illegally in the
country often are among those missed in the population count.

Senator McCLuRE. Mr. Levitan.
Mr. LEVITAN. I always agree with Ms. Norwood. Obviously we don't

know how many there are. If you ask for the number, experts will say
it ranges from 3 to 12 million.

Senator MCCLURE. How do the experts estimate?
Mr. LEVITAN. The experts pull figures out of the air.
Senator PROXMIRE. One fascinating way they do it in New York is

they find in low-income homes in New York the use of water is four
times as high as it is in middle-income homes. They calculate one of
the big reasons for that is because they have so many illegal aliens.

Mr. LEVITAN. Simply we don't know, Senator. The Commission
tried to investigate that.

Experts make studies. As Ms. Norwood suggested, they have made
all sorts of efforts. But there is no way of counting people who don't
want to be counted.

Senator MCCLURE. As a matter of fact, you won't in the decennial
census, either.

Mr. LEVITAN. I imagine again with all the efforts the government is
putting on counting some people, they may succeed to the extent that
community leaders tell the folks in their neighborhoods that the infor-
mation they volunteer does not go to IRS, or to the Immigration and
Naturalization Service. Maybe that will yield a greater response.

But I imagine that there will still be a large undercount no matter
what we do. Some people simply don't want to be counted. And if they
don't want to be counted, they are not going to be counted, unless we
have a police state.

Senator MCCLURE. What is the cooperation-or the linkage-between
your measurements and Immigration and Naturalization so far as this
question is concerned?

Ms. NORWOOD. There is really none in the sense that our measurement
is based upon the census. We certainly are interested in what Immigra-
tion and Naturalization is doing, but that is not reflected in our
statistics.

Senator MCCLURE. It seems to me that in this area this country is
almost paralyzed. We find it impossible to deal with it. So we tend

50-680 0 - 79 - 10
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to just shove it off in the corner and pretend it doesn't exist, or merely
complain about it occasionally. Yet, it's a problem of massive propor-tions and growing larger.

I suspect one of the reasons for high unemployment among the un-skilled, particularly among the minority unskilled in our society, canbe attributed directly to the flood of illegal aliens because many of
them lack skills.

They can move directly into those jobs that the unskilled want tohave.
I have talked to many familiar with the problem. They say youcan tell the illegal in the plant because he is the one who is working

hard. He is also working hard because he dare not expose himself toany kind of inquiry.
I don't know how many million there are, but there are manymillions of them and we are not dealing with the question at all. We arejust groping at the edges of it.
I don't know that I have the answer. That is the reason I was asking

you. But I look at these unemployment statistics-structural unem-ployment particularly-and I have to conclude that this massive illegal
alien question is a very large contributor to that statistical problem,
which certainly also points to very real human problems in our society.

It's something we are going to have to deal with somehow, or justsay, well, anybody who can somehow cheat and get in is in. We won'tencourage anybody.
In Mexico they have no welfare program that amounts to anything.

They have a lot of hungry mouths and a lot of unemployed people whowould like to work. On this side of the border we have both jobs avail-
able and minimum wages and minimum welfare programs. All theyhave to do is cross the border to increase their standard of livingmarkedly.

It's not surprising that under those circumstances they come across
the border.

Now we are so sensitive about asking anybody any questions that I
suppose the ACLU doesn't like at all having people ask questions. The
result is that we are not doing anvthing. That flood is bound to increase.
When it increases it affects unemployment statistics.

Senator PROXMiRE. Let me ask you about a related problem to that
that Senator McClure has raised. It leads into what you say in your
prepared statement, Ms. Norwood, about off-book work.

The Wall Street Journal had an article indicating that that couldbe very big. It might be 1 million, it might be 10 million. It could be
very large. I think for many, perhaps most babysitters, cleaning
women, and a lot of jobs that pay pretty well, including fixup carpentry
jobs, various jobs like that, somebody comes and says they will work
for you but make it on a cash basis. That way you avoid the taxes,
they avoid the taxes, you avoid withholding. With the taxes as high
as they are, I suspect that there is a tremendous incentive to do that.

There is also, on the other hand, a welfare qualification, that if aperson's income is at a certain level they may not qualify for welfare.
They can get their welfare if they are able to get an off-book job.

Has there been any serious effort to get on top of that. These aren'tillegal aliens. They are American citizens very largely, who may be
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counted as unemployed and, at the same time, be doing pretty well,
plus the fact that they are not paying any taxes. I'm not even men-
tioning the illegal operations, such as prostitution, gambling. I imagine
gambling and drug selling in this country, and the number of people
involved in that area must be very high. If you add to that the much
higher legitimate activity but activity on which people don't go on
the books, to avoid taxes, it must be very substantial indeed.

Can you give us any notion, any ballpark notion of what that
might be?

Ms. NORWOOD. No, sir, I can't.
Senator PROXMIRE. How can we get at it?
Ms. NoRwOOD. I think it's a fascinating and very important question.

I think it is in many wavs as important as the question of people who
are in the country illegally. It is the off-book, or, what has been called
in other countries, the black book workers which is even more impor-
tant in other countries where there is a tradition against paying taxes.
That was one of the reasons that the members of the Working Party
3 weeks ago were so interested in this issue and were trying to find ways
of doing survey work to get at this.

But as I think Mr. Levitan pointed out, our basic problem is that a
government agency, collecting statistical information, really can only
collect that which people want to give it. If people have some specific
reason for not giving information to you, it is very difficult to develop
data.

Now what we have done, both the Bureau of Labor Statistics and
the Census Bureau, is to develop reputations for the protection of the
confidentiality of information so that people tend to be willing to
provide us with information that they would not normally provide.

Senator PROXMIRE. That might be an important way to do it. I would
hope there would be some way we could begin to get at it, if we could
do it without people feeling-obviously they won't cooperate at all if
they feel you are going to collect taxes from them or something of that
kind. If it were done somehow anonymously so we can get some feel
of these economically active people, as they are earning money but are
counted as either outside the workplace or unemployed.

Mr. LEVITAN. I think I have a solution. Congress ought to pass a
law prohibiting BLS from using decimal points. When you use 5.6 or
5.7, it's completely meaningless. As

Senator PROXMIRE. Not use decimal points? What do you do, say it's
6 percent?

Mr. LEviTAN. That is as close as you'll ever get-6 percent, 6 percent.
Let's quit kidding ourselves that those are exact figures.

Senator PROXMURE. Now let me ask you about something else.
Mr. LEVITAN. I can see that the law is not going to pass.
Senator PROXMIRE. Mr. Layng very graciously agreed to remain and

I apologize, but I was asking about prices for industrial raw materials
and its effect on inventories.

I wondered if you or Ms. Norwood had detected much speculative
buying for inventories or whether inventories are generally in line as
much as they seemed to be several months ago.

Mr. LAYNG. Just based on what I have read it seems like it is more
a strength of demand situation. Many markets seem to be very tight.
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Demand seems to be very high and production is running very high.
Senator PROXMIRE. Is the relationship between inventories and sales

still as good as it was?
Ms. NORWOOD. Yes.
Mr. LAYNG. By the same token it's very logical that with the trans-

portation situation what it is, there was some hedge buying.
Senator PROXMIRE. How about unused plant capacity, do you have

any data on that?
I realize that is a Federal Reserve Board statistic. It is one of the

best indications of the demand pull situation.
Ms. NORWOOD. Wharton and others have called it very high. But

we have nothing other than that.
Senator PROXMIRE. At the beginning of this year the economy seemed

to be potentially overheating. Recently experts have anticipated a
slowdown in real growth this quarter. What is your assessment of
the situation?

Ms. NORWOOD. If one looks at- the BLS figures one can say that the
economy is continuing at high levels and continuing to employ more
people. Certainly, I think the rates of prices increase do not show
any strong diminution.

Senator PROXMIRE. So you are saying the economy is still in danger
of overheating?

Ms. NORWOOD. Our data doesn't show that it's slowing down. I don't
see in our data any signs of slowdown. Housing starts have declined,
but industrial production is up three tenths of 1 percent or more.

Senator PROXMIRE. Late last month it was reported there are six
States whose unemployment rate for insured workers unemployed, I
take it, for more than 13 weeks, was over 5 percent. Therefore, the un-
employed are eligible for extended payments of unemployment
compensation.

Is that increase in insured unemployment for an additional four
States, indicate a general trend that may reflect an upcoming increase
in the national rate?

Ms. NORWOOD. Of unemployment?
Senator PROXMIRE. Yes, of long-term unemployment.
Ms. NORWOOD. The overall rate of insured unemployment has not

really changed for the survey week.
Now what will happen beyond that at the national level is hard to

tell. Insured unemployment, of course, only represents a portion, as
you know, of the unemployed.

Senator PROXMIRE. Let me ask you a question you may or may not
want to get into because it is kind of a policy question, but at the same
time we value your advice, or Mr. Levitan's, which of you would be
willing to give it to us.

We have on the books a provision that allows the President to put
credit controls into effect. He could slow down the economy by requir-
ing a larger downpayment, limiting the time over which you could payfor an automobile or a house. And this limitation could have quite a
considerable effect.

There was an effort on the floor recently to knock that out. I made a
commitment as chairman of the Banking Committee that we would
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hold hearings on that, and I am very sympathetic to knocking it out.
Because I think it's something we ought to either have with congres-
sional deliberation or we ought not to have it at all.

It can have a profound effect on housing, automobile manufacturing,
and so forth. At the same time, all of us are concerned about the spurt
in consumer expenditures and the fact that some people may be becom-
ing overcommitted in their debt.

Do you think credit controls could serve a beneficial influence?
Could they be useful in your judgment? Could they be used in such a
way so as not to increase unemployment unfairly?

Ms. NORWOOD. I think that is a very difficult question to answer.
It's clear that the attempt has been to accomplish some of those results
through higher interest rates. It's also clear that they have not had the
kinds of effect that was anticipated.

It's very difficult to apply controls of that kind selectively. And
then you get into difficulties, really, of the social effect.

Senator PROXMIRE. Right.
Ms. NORWOOD. In any kind of control situation we get into

dislocations.
Senator PROXMIRE. Do you want to comment, Mr. Levitan?
Mr. LEvITAN. I would agree with that. I don't think that any con-

trols you put in now would be effective, unless you create the
machinery to enforce the law.

Senator PROXMIRE. I take it the way you frame your answer you
feel this would be related to mandatory wage-price controls, the
same kind of thing.

Mr. LEVITAN. If you start credit controls you should have wage
and price controls. I don't know how much good it will do to have
one without the other. But unless you are going to have strong
policing, you are not going to achieve the goals.

Senator PROXMIRE. Thank you.
Is the hardship index designed to measure the economic distress

of individuals or only the family unit?
Mr. LEVITAN. The individual is part of the family unit.
Senator PROXMIRE. Would be emphasis on the family unit, which I

take it you have then.
Mr. LEVITAN. That is correct.
Senator PROXMIRE. Would that divert attention from the economic

distress of secondary earners, nonhousehold heads, which would be
primarily women?

Mr. LEVITAN. I hold to the old fashioned idea that families are
still consumer units and share in purchasing and in buying household
goods. It would not underemphasize women or men. It just means
that we look at the family or household as a unit.

Senator PROXMIRE. I would think, then, if you have a situation
where the husband has a job and the wife can't find a job, in that
kind of a situation the hardship index wouldn't reflect the problem.

Mr. LEVITAN. It would depend on what kind of a screening level
you have. Even if you use one at twice the poverty level, as we discuss
in our Commission draft report, the wife in a family who earns above
that income level, would still be counted as employed. That would
not be eliminated.
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But in that case you indicated, it would depend whether the family
income is above a predetermined level and therefore she is not part
of the -hardship index.

Senator PROXMIRE Ms. Norwood, would you comment on that?
I think you may have other feelings, or another opinion.

Ms. NORWOOD. I think that it's clear that one of the issues involved
in the development of a hardship index is the shift of emphasis from
the individual to the family. There are many purposes for which the
family focus can be a useful one. But I think it is extremely impor-
tant to recognize that that is what we are talking about, and that the
teenagers that Mr. Levitan mentioned, and the women that you men-
tioned, would not be affecting the hardship index if the family in-
come were at a particular level, whatever that level of adequacy were
determined to be. And that in itself is a judgment, of course.

I think it depends upon what one wants to do with the data. I think
that is an important thing to look at.

I think even Mr. Levitan would agree that a hardship index is not
an attempt to do the same thing as the unemployment rate as now
constituted.

So we are talking about really very different purposes.
Mr. LEVITAN. Amen.
Senator PROXMIRE. Let me ask Mr. Layng, the Producer Price In-

dex for finished goods has increased at an annual rate of 14 percent
over the past 3 months making this the largest quarterly advance
since the fourth quarter of 1974. While food continued to account for
a significant portion of the rise, nonfood prices continued to rise at a
pretty frightening rate.

What indications if any do you have, Mr. Layng, that increases in
prices will moderate in coming months?

Mr. LAYNG. Other than the factors Commissioner Norwood dis-
cussed, capital equipment and consumer durable goods, and the crude
nonfood materials, those are the only favorable indicators there are in
the March data that the rate may be beginning to decelerate.

Senator PROXMIRE. Would you care to make, or would you make
even if you don't care to do it, an educated guess as to what the in-
crease in prices will be for 1979 calendar year?

Mr. LAYNG. For the year?
Senator PROXMIRE. On the basis of our experience so far.
Mr. LAYNG. I'm not supposed to do that. I don't use a systematic

procedure to try and estimate it.
What we have done before for the committee is try to look at the

expected rate of increase for the year, and what it would have to be
for the rest of the year to achieve that. It is obvious that to achieve
the rate specified in the Economic Report of the President, we would
have to have a very substantial deceleration.

Senator PROXMIRE. So that was about 7.5 percent?
Mr. LAYNG. I believe a little less than that. About 7.5 when the

report was written.
Senator PROXMIRE. It appears now much less likely we will get it in

view of the large increases in. the first quarter of the year.
Mr. LAYNG. Much more difficult.
Ms. NORWOOD. We of course have to take account of the large il-

crease in oil prices we know are ahead of us.
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Senator PROXMIRE. We are all concerned about the Three Mile
Island reactor. If it were necessary to shut down all the nuclear plants
in the country what effect would this have on output and employment
nationally?

Ms. NORWOOD. That is, as I am sure you are aware, a very difficult
question to answer. Our information is that there are roughly 500
people or so employed at Three Mile Island. Interestingly enough it
appears they are still employed and that in fact the cleanup process
for the plant may mean an addition to employment.

There are probably somewhere around 15,000 to 20,000 people em-
ployed and operating nuclear establishments. I should hasten to add
that these are Department of Energy figures, not BLS figures.

Senator PROXMIRE. That would be relatively minor of course. I was
thinking of the indirect effects which could be I would think rather
substantial, particularly on the people who produce for this great
industry.

In General Electric, for example, there must be hundreds of thou-
sands of people who are producing material and equipment and so
forth that would go into a nuclear plant.

Ms. NORWOOD. Yes; the work force just to construct the plant and
equipment is very great.

But then there is the other side, Senator Proxmire, and that is the
electricity that is produced. Nuclear plants account for something like
10 or 12 percent of the total generation of electricity. There will be a
regional effect because some regions are affected more than others, and
there would be a price effect.

This certainly can be translated into barrels of oil. We don't know
whether that means that there would be more importation of oil,
whether there would be some kind of allocation within the private
sector as between households and private industry.

Senator PROXMIRE. I understand there are 70 present plants, 90
under construction and they account for between 12 and 16 percent of
our electricity. So shutting them down would have an infinitely more
profound indirect effect of course than the people working in them.

What effect on employment would result from mandatory rationing,
or limiting an automobile to say no more than 15 gallons a week?
What about the employment effects and also closing gas stations for
weekends?

Ms. NORWOOD. We don't have any estimate.
Senator PROXMIRE. On the basis of our experience in 1974 in closing

gas stations on weekends can you give us any notion of what effect that
has on unemployment?

Ms. NORWOOD. Not really. We can certainly look at that.
I think it is important to recognize that the 1974 closings occurred

at a different time of the year. There are some seasonal effects that
would be very different. It also occurred at a different period in the
business cycle so it is very hard to make any estimates.

Senator PROXMIRE. The real question that I think stumps so many of
us is the fact that inflation has been so bad for a long time and has
been getting worse lately, yet inflation doesn't seem to have stemmed
demand. You would think that these higher prices would be discour-
aging to people.
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Historically, has there been any connection between rising pricesand reduction in demand followed by unemployment? Do we have
enough experience to make a judgment as to whether that would belikely now?

Ms. NORWOOD. I think that one really has to look at the changes thathave occurred in the economy. We certainly have not had an infla-
tionary situation before of the kind we now have. The built-in expec-
tations, the kinds of demand pressures, are different now. The composi-
tion of the labor force is also very different.

Your staff raised a question about whether our previous historical
experience is tremendously relevant to that. I really don't think it is.
The leading indicators have been going down 3 months, except thatone of them was revised upward.

There were 17 times that the leading indicators declined 3 months.
Of those 17 times, except for 1977, within 1 to 3 months following a3-month decline of the indicators, there was an increase in unemploy-
ment. Not a recession necessarily, but an increase in unemployment.

Senator PROXMIRE. Now, we have had a decline in the indicators for2 months. If we have a decline this coming month, that would indicate
the likelihood, based on historical experience, that we would have an
increase in unemployment.

Ms. NORWOOD. Well, in 1977 that did not occur. I think there are twoquestions.
One is our economic conditions, composition of the labor force, in-flationary expectations, and so on. Are they so different that this

would be an unexpected development?
Then the other is the leading indicators themselves. You are fully

aware. I am sure, of the money supply problem, measurement, defini-
tion, and so on. That has some effect.

Senator PROXMIRE. Well, the difficulty with the money supply prob-
lem that Parren Mitchell was raising is that everybody now recognizes
that those monetary aggregates are just as unsound as they can be.
We have changed the nature of our system of money, really, by usingsavings accounts as transactional accounts. You are able to move in-
stantaneously your money out of your savings account into your
demand account. We have no idea how many people are doing that.

The 6-month certificates have distorted it very much. The relation
between interest rates and inflation has made that index a very hard
one to judge. So we are really moving in the dark on that. Let me ask
you how-

Ms. NORWOOD. But they are in the indicators.
Senator PROXMIRE. Yes; I see your point.
Housing starts have dropped in January and February from the 2million level to about 1.5 million, a very big drop. Yet you are report-

ing an increase in construction employment. How do you explain that?
Ms. NORWOOD. The drop in housing starts, of course, has been for

single-family homes. Multifamily structures and commercial struc-
tures have actually gone up.

In addition, I think that our construction employment reflected in
past months the very bad weather situation, and now we have had im-
proved weather and there are a lot of structures that were begun which
need to have work done to be completed.

Of course, the weather itself caused problems with our roads and
other things. I am sure there are people going around filling up pot
holes as well as building new structures.
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Senator PROXMIRE. Well, the problems with the fourth quarter were
sensational. They were tremendously high. They have been both
criticized and praised.

What effect does an increase in profits have on employment? What
has been that experience?

Ms. NORWOOD. That is difficult to determine. They have been large,
but profits tend to be very volatile. You know, we have to recognize,
as I am sure sure you do, that this is a percentage that starts with a
very small base. Therefore, a small increase may make the percentage
jump way up. The addition, the series has a large variance.

I guess the relationship to employment really depends upon what
is done with those profits, to what use they are put. If what it really
means is an increased rate of return on investment and that stimulates
further investment, depending upon where that investment goes, we
might have a good effect on employment.

Senator PROXMIRE. By and large, profits have always been viewed as
a very optimistic measure, even if they don't go into investment as you
say, they tend to encourage business to be more expansive. And they
should encourage business, if a business is profitable, so that they will
expand and hire more people; isn't that right?

Ms. NORWOOD. Yes. We don't know much about the speed with which
this occurs.

Senator PROXMIRE. What has been the increase-maybe Mr. Layng
could tell us-the increase in gasoline prices over the last 3 months on
an annual rate? Have you annualized that?

Mr. LAYNG. Oh, I would say roughly, it is in excess of 30 percent.
Senator PROXMIRE. In excess of 30 percent?
Mr. LAYNG. Yes; over the last 3 months, since December. It is up in

simple terms 81/2 percent. Roughly four times that would be over 30.
Senator PROXMIRE. Mr. Levitan, I have just a couple questions I

would like to ask you. The hour is late. I will try to be as brief as I can.
First, the final recommendations have not been made. Can you give

us an idea as to the overall net cost of the implementation of your
recommendations?

Mr. LEVITAN. No; I cannot because we are waiting for estimates of
the costs.

Senator PROXMIRE. I have been told you estimate about $50 million,
others estimate about $75 million.

Mr. LEVITAN. As far as my spending ability is concerned, I would
stop at $50 million.

Senator PROXMIRE. $50 million would be the bottom figure?
Mr. LEVITAN. No; that is the top. I think any recommendations that

would raise costs over $50 million should be delayed for some future
date.

Senator PROXMIRE. Would the total effect of the recommendations
on the unemployment rate be to raise or lower it, or would it be about
the same?

Mr. LEvrrAN. I am not being evasive, Senator, but it depends. If we
excluded the 16- and 17-year-olds. it would be less. If we included
discouraged workers, it would be more. If we included the military, it
would decrease unemployment by 0.1 of a percent.

On the whole, it would seem that since recommendation to exclude
the 16- and 17-year-olds from the adult unemployment count is not
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likely to be endorsed by a majority of the Commission, and if the
recommendations to include discouraged workers and the military are
endorsed, the former would add 0.2 of a percent to the unemployment
rate and the latter would reduce it by 0.1. So the result is an unem-
ployment rate that is 0.1 percent higher.

Senator PROXMIRE. What are the arguments in favor-I realize that
you are on the other side. What are the arguments in favor of the
alternative use of several disaggravated indexes rather than a single
index to measure hardship?

Mr. LEVITAN. It will help somewhat to look at the labor market
but-

Senator PRoxMIRE. Will you give me the arguments in favor.
Mr. LEVITAN. Apparently they look at different parts of the animal,

and make judgments about each part. I prefer to look at the whole
animal.

Senator PROXMIEE. Well, sometimes it is better to look at the sepa-
rate parts.

Mr. LEVITAN. I doubt whether that will offer a picture of the ele-
phant or the donkey.

Senator PROXMIRE. That is all you can say in favor of the disaggre-
gated indexes?

Mr. LEVITAN. Yes, that is all I can say in favor of them until I see
what the measurements look like.

Senator PROXMIRE. Let me just ask-
Mr. LEVITAN. Excuse me, Professor Cain and Mr. Moscow are pre-

paring some proposals that I haven't seen yet.
Senator PRoxMntx. I see.
Mr. LEVITAN. They may come up with a new revelation. I'm waiting

with bated breath but I'm not hoping for too much.
Senator PROXMIRE. Ms. Norwood, one of the best and most en-

couraging elements here in addition to the fact that the fusion con-
tinues to be favorable is the pattern of discouraged workers. That has
been going down very steadily.

Ms. NORWOOD. Yes.
Senator PROXMIRE. That seems to be quite encouraging, much more

encouraging than just the flat report on the unemployment figures.
There seem to be fewer figures including blacks and others who are
discouraged workers.

What is your reaction to that? Is that truly a substantial index on
which we can rely, and does it indicate-it shows quarter after quarter
a lower number of discouraged workers. Does that indicate that we are
continuing to do well?

Ms. NORWOOD. Well, I'm sure you are aware of the problems of
definition. But setting that aside for the moment, I think the steady
decline is an important development. I think it is what we would
expect when we look at the labor force entries.

What has been happening is that as employment has increased, more
and more people have come into the labor force. Many of the people
who have come into the labor force have been people who were out of
the labor force before because they didn't think there was any oppor-
tunity to get a job. They no longer feel that way.

Senator PROXMIRE. I want to thank both of you very much. You are
two distinguished public servants. I should say you are four distin-
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guished public servants. I am delighted to have you before us. As usual
you have been most responsive and you have made a fine record.

Ms. NORWOOD. Thank you.
Mr. LEVITAN. Thank you, sir.
The progress report from the Commission would not be complete if

I did not acknowledge the excellent help we received from Ms. Nor-
wood, Mr. Stein, and their staff. We could not have completed this
report without their active cooperation and help.

Senator PROXMIRE. Thank you very, very much. We are delighted to
have that for the new Commissioner.

The committee will stand adjourned.
[Whereupon, at 12:25 p.m., the committee adjourned, subject to the

call of the chair.]
[The following information was subsequently supplied for the

record:]
U.S. DEPARTMENT OF LABOR,

COMMISSIONER FOB BUREAU OF LABOR STATISTICS,
Washington, D.C., May 21,1979.

Hon. WILLIAm PROXmIRE,
U.S. Senate,
Washington, D.C.

DEAR SENATOR PROXMIRE: At the April meeting of the Joint Economic Com-
mittee, you asked the Bureau of Labor Statistics to examine the impact of re-
tail prices of gasoline and home heating oil on the President's policy to de-
control crude oil prices. The results of this examination appear in the enclosed
table. Let me describe them briefly.

First, all our impact estimates are based on the estimated changes in crude
oil prices that appeared in Mr. Schultze's testimony of April 25 before the
Subcommittee on Energy of the Joint Economic Committee. This testimony con-
tained two sets of crude oil prices-the first based upon an assumed increase
in world oil prices of 7 percent per year and the second on an assumed 10
percent increase per year. We used these crude oil prices to estimate the direct
impact on retail gasoline and home heating oil prices under two different price
transmission mechanisms. The first assumes the percentage margins are main-
tained in the distribution (not production) of these products. The second assumes
that only the dollar and cent increases stemming from increases in crude oil
prices are passed through to retail prices, i.e., percentage margins decline.

The enclosed table presents estimates of the direct impact of the President's
policy, the policy that existed prior to the President's policy, and the difference
between them. For example, in the case which assumes a 7 percent increase in
world crude oil prices and constant percentage margins, retail gasoline prices
would increase 19.9 cents per gallon between March 1979 and the fourth quarter
of 1982 under the President's plan and 14.5 cents per gallon if the President's
plan were not put into effect. The difference between the two estimates of 5.4
cents is consistent with what has been presented on the impact of he Presi-
dent's policy by the Administration. The results also appear to be generally con-
sistent with estimates presented by the Congressional Budget Office and the
Subcommittee on Energy and Power of the Houses Committee on Interstate and
Foreign Commerce.

We have also included estimates of the impact of these changes in retail gaso-
line and home heating oil prices on the U.S. All Items Consumer Price Index.
It should be noted that these estimates reflect only the direct impact of increases
in retail prices of gasoline and home heating oil. The indirect effects of in-
creases in crude oil prices on prices of other products, such as plastics, drugs,
chemicals, or transportation services, are not included.

I hope these estimates are useful to you. If you have any questions concern-
ing them, please do not hesitate to contact me.

Sincerely yours,
JANET L. NORWOOD,

Commissioner.
Enclosure.
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ESTIMATED DIRECT IMPACT OF CRUDE OIL POLICIES ON THE CONSUMER PRICE INDEX (CPI)

All Items
CPI-U per-

cent change Gasoline av- Difference Difference,
March 1974 erage price, March 1979 Fuel oil aver- March 1979
to 4th quar- 4th quarter to 4th quar- age price, 4th to 4th quar-

ter 1982 1982 ter 1982 quarter 1982 ter 1982

Constant distributors margins: I
Case 1(7 percent):2

President's policy - -1.424 50.932 50. 199 50.790 50.185
Previous policy - -1.035 .878 .145 .739 .134
Effect - -. 385-- .054-- .051

Case 11(10 percent): 3
President's policy - - - 1, 844 .991 .258 .844 .239
Previous policy - - 1.383 .927 .194 -785 180
Effect -. 455 -. 064- .059

Dollar and cents pass through: 4
Case 1(7 percent): 2

President's policy -1.006 .872 .139 .744 .139
Previous policy -. 731 .834 .101 .706 .101
Effect- .273 - .038 -. 038

Case 11(10 percent):a
President's policy -1.303 .913 .180 .785 .180
Previous policy -. 977 .868 .135 .740 .135
Effect -. 323 -. 045- .045

I Assumes increased retail prices will include increased crude oil costs plus a constant margin.
3 Assumes world crude oil prices increase 7 percent per year.
I Assumes world crude oil prices increase 10 percent per year.
4 Assumes increased retail prices will include increased crude oil costs only.
Source: Bureau of Labor Statistics, U.S. Department of Labor.
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CONGRESS OF THE UNITED STATES,
JOINT EcoNoMIc COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 318, Rus-

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

Present: Senators Bentsen and Proxmire.
Also present: John M. Albertine, executive director; William R.

Buechner, Paul B. Manchester, and M. Catherine Miller, professional
staff members; Katie MacArthur, press assistant; Mark Borchelt,
administrative assistant; and Mark R. Policinski, minority profes-
sional staff member.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. It is 10 o'clock. This hearing was scheduled for
this time, and we will come to order.

There are really conflicting statistics in this month's employment
figures, Commissioner Norwood. The household survey shows we
lost a staggering 670,000 jobs, while the payroll survey shows little
change.

That muddies the water a little, but it shows that the good times
of the last 8 months, with the number of jobs increasing at a clip of
300,000 a month, the good times are over.

The only question remaining, it seems to me, is whether this report
signals the start of a long slide into recession or whether it only repre-
sents a 1-month phenomenon that will be corrected in May.

What seems especially troubling is the timing. We have a marginal
increase of unemployment in April from 5.7 to 5.8 percent. April, for
the past few years, has been a good month on the jobs front. We have
become accustomed to April being good news at these employment
hearings. And I will ask you to comment on that in a moment if you
will.

We had more bad economic news yesterday as well. The Producer
Price Index indicated that we can expect double-digit inflation to con-
tinue for a while. It increased at an annual rate of 11.5 percent, and
that is discouraging.

As you know by now, we are always glad to have you with us, Com-
missioner Norwood. But I look forward with some concern to your
testimony this morning. I hope you will be able to encourage us in
what you have to testify on for the economic outlook for the country.
You may proceed.

(15)
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STATEMENT OF HON. JANET L. NORWOOD, ACTING COMMIS-
SIONER, BUREAU OF LABOR STATISTICS, DEPARTMENT OF
LABOR, ACCOMPANIED BY W. JOHN LAYNG, ASSISTANT COM-
MISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS;
AND ROBERT L. STEIN, ASSISTANT COMMISSIONER, OFFICE
OF CURRENT EMPLOYMENT ANALYSIS
Ms. NORWOOD. Thank you, Senator Bentsen.
I am glad to have this opportunity to offer the Joint Economic

Committee a few brief comments to supplement our Employment
Situation press release, issued this morning at 9 a.m., and our Producer
Price Index press release, issued yesterday morning.

in Employment, as measured by the household survey, declined sharply
April, the labor force decreased, and unemployment remained virtu-

ally unchanged. The unemployment rate was 5.8 percent in April,
about the same as it has been for the past 8 months. The employment-
population ratio dropped to 59, returning to the level prevailing in
the fourth quarter of 1978. Following the unusually rapid expansion of
employment from December 1978 to March 1979, totaling about 1
million, employment fell by 670,000.

The establishment survey, on the other hand, showed no significant
change in April in the number of employees on nonfarm payrolls.
Prior to April, payroll employment had been rising by an average of
more than 300,000 jobs per month in 1979.

Thus, the household survey showed a sharp drop in employment,
while the establishment survey reflected a slowdown in employment
growth between March and April. Part of this divergence can be
explained by declines totaling about 350,000 in agriculture, domestic
service, and nonfarm self-employment, sectors included in the house-
hold survey, but not covered by the employment drop recorded by the
payroll survey. Even with these worker groups excluded, however, the
employment drop recorded by the househdld survey was unusually
large and, in part at least, may be attributable to sampling variability
or other measurement problems.

Establishment survey data on employment and hours of work in
April are also difficult to interpret because of the effects of the labor-
management dispute in the trucking industry. Employment in the
durable goods manufacturing industries, which had been rising in
prior months, edged down in April, probably as the result of layoffs
n the automobile and related industries. Average weekly hours of

production and nonsupervisory workers were also affected by the dis-
pute, as well as by the occurrence of religious holidays in the survey
period and unusually bad weather in some areas of the country.

A further complication is that the March-April drop in employ-
ment, as reported in the household survey, was not accompanied by any
significant increase in unemployment since there was also a large de-
cline over the month in the number of people in the labor force. Sur-
vey data on the labor force fluctuate considerably from time to time,
and I believe that at least part of the employment drop should be
discounted as a statistical aberration. The unemployment rates for
adult workers (both men and women), which are usually good indi-
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cators of cyclical developments, were unchanged between March and
April.

Despite the employment slowdown in April, payroll employment
was 2.9 million above its April 1978 level, and the unemployment rate
was 0.3 percentage point below the level of a year earlier.

In summary, the labor force, total employment, and average weekly
hours declined in April, while nonfarm payroll employment and un-
employment were little changed. The figures were affected by a number
of special factors such as the labor dispute in the trucking industry,
holidays in the survey period, bad weather, and possible measurement
problems in the household survey estimates of the labor force. The
figures for this month show some slowdown in employment growth,
but a more definitive reading will have to await the compilation of
data for at least 2 or 3 additional months.

PRICES

Yesterday, the Bureau released Producer Price Indexes for April.
The Finished Goods Price Index rose 0.9 percent, not much different
from the monthly average 1 percent increases of the previous 4
months. There were, however, substantial differences from previous
months for many products. Prices for consumer foods at the producer
level declined slightly in April, following 7 months of very large in-
creases. Fresh vegetable prices declined sharply for the second con-
secutive month, and beef and veal prices rose more slowly than they
have in recent months.

In the nonfood commodities areas, prices of many items rose more
rapidly than last month. Although price increases were especially
sharp among refined petroleum products, substantial increases oc-
curred in other areas as well. The price index for finished consumer
goods other than food rose 1.4 percent, which is as large an increase
as this series has shown in more than 4 years. Gasoline, home heating
oil, and passenger car price rises were major contributors to the in-
crease. The index for capital equipment advanced 1.1 percent, follow-
ing smaller increases in March and February. Motor truck, construc-
tion machinery, and agricultural machinery prices all rose more than
last month.

At the intermediate or semifinished stage of production, the price
situation deteriorated somewhat from March to April. Prices of semi-
finished materials rose 1.5 percent in April, compared with monthly
increases of about 1 percent during the first 3 months of this year.

Some of the largest increases were for products derived from petro-
leum, such as fuels, plastics, and chemicals. In addition, prices for
many other products used in manufacturing and construction con-
tinued to rise in April. This was particularly true for primary non-
ferrous metals, which have increased at a seasonally adjusted annual
rate of 71.4 percent so far this year.

Prices of crude materials, on the other hand, declined 0.4 percent,
the first decline since August 1977. Price declines occurred for both
food and nonfood items. The largest decreases in crude nonfood Mate-
rials occurred in iron and steel scrap and hides and skins, both of
which had risen substantially in recent months.



154

In summary, I believe it is clear that a considerable amount of up-ward -pressure still existed in the nonfood sector of the economy inApril. The food situation, on the other hand, improved considerably,both in terms of consumer finished food prices and crude food prices.This improvement should be reflected at the retail level quickly. Un-fortunately, the situation is far less encouraging in the nonfood area.

PRODUCrIVITY

Earlier this week, the Bureau published the preliminary first quar-ter data on productivity and labor costs. Productivity in the privatebusiness economy declined sharply from the fourth quarter of lastyear-41/2 percent at an annual rate. This decline, coupled with an 11-percent increase in hourly compensation, resulted in a rise in unit laborcosts of over 16 percent.
The decline in productivity in the first quarter reflected a very smallgain in output, small-despite a very strong expansion in employment.The situation was similar to that which occurred in the first quarterof last year; severe winter weather contributed to the downturn inboth years.
The manufacturing sector, which did better than the overall privatebusiness sector last year, also experienced a decline in the first quarterthis'year, but the decline in manufacturing was much smaller than forthe total economy and was associated with a strong gain in produc-tion. All of the productivity decline in manufacturing came from thedurable goods component.
The first quarter decline for the entire private business sector con-tinues the slowdown in productivity growth which has been takingplace since the mid-1960's and particularly over the last 5 vears.Over the entire year, that is, from the first quarter of last year to thefirst quarter of this year, productivity grew only four-tenths of 1 per-cent. This poor productivity performance poses problems for thefuture.

WAGES

Average hourly compensation, the broadest earnings measure whichincludes wages and fringe benefits, rose more than 9 percent over thelast year, and the hourly earnings index rose nearly 8 percent. Becauseprices rose at a still higher rate, real earnings fell.
First quarter 1979 collective bargaining was the lightest in morethan a decade, covering only 262,000 workers. Total increases, reportedin a BLS release last week, over the life of the contracts averaged 6.6percent annually.
The existence of cost-of-living escalator clauses influenced the sizeof settlements. In settlements with such clauses, the negotiated adjust-ments averaged 5.2 percent over the life of the contracts. In settlementswithout such escalator clauses, the negotiated wage adjustments aver-aged 8.3 percent over the life of the contracts.
During the first quarter of this year, escalator clauses triggered wageincreases that average 2 percent for workers actually receiving them.These increases recovered about 62 percent of the rise in consumerprices.
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In conclusion, BLS data covering the first quarter of the year show
very poor productivity performance and a change in average hourly
compensation in the 10 to 11 percent range, but with almost no change
in real terms. Data for April show continued upward pressure on
prices in the nonfood sector, and a slowdown in employment growth.

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

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Month Un- Range
and adjusted Con- Extrap- Con- (cols.
year rate Official current Stable Total Residual olated current 2-8)

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

1978:
April - 5.8 6.1 6.1 6.0 6.0 6.1 6.1 6.1 0.1
May -5.5 6.1 6.1 6.2 6.2 6.2 6.1 6.1 .1
June - 6.2 5.9 5. 9 5.8 5.9 5.8 5.8 5.8 .1
July -6.3 6.1 6.1 6.1 6.2 6.2 6.1 6.1 .1
August 5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
September_ 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
October 5.4 5. 8 5.8 5.8 5.8 5.9 5.8 5.8 .1
November ---- 5. 5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
December ---- 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979:
January ---- 6.4 5.8 5. 8 5.8 5. 7 5.5 5. 8 5.8 .3
February 6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .3
March 6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.8 .2
April -5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .1

Source: U.S Department of Labor, Bureau of Labor Statistics, May 1979.

NOTES TO TABLE, COLUMN NumBERs

(1) Unadju8ted rate.-Unemployment rate not reasonally adjusted.
(2) Official rate (standard X-11 method) .-The published seasonally adjusted

rate. Each of the 3 major labor force components-agricultural employment, non-
agricultural employment and unemployment data-for 4 age-sex groups (males
and females under and over 20 years of age) are separately adjusted then added
to derive seasonally adjusted total figures. Teenage unemployment and nonagri-
cultural employment are adjusted by the standard X-11 method's additive option,
whi'e all other series are adjusted by the multiplicative option. Adult male un-
employment is adjusted multiplicatively using the prior trend adjustment feature
of the X-11. The rate is computed by adding the 12 components to a civilian labor
force total, and dividing and derived civilian labor force into the unemployment
total. These series are revised at the end of each year. Factors for the current year
are computed at the beginning of the year for the 12 succeeding months, and
published in advance.

The current "implicit" factors for the overall unemployment rate, derived by
dividing the original unemployment rate by the seasonally adjusted rate for the
months of 1978, are:

Jan --------------------------- 111.1 July -------------------------- 102.1
Feb--------------------------- 112.0 Aug----------------- 98.5
Mar--------------------------- 106.7 Sept -------------------------- 97.3
Apr--------------------------- 94.6 Oct --------------------------- 93.1
May -------------------------- 89.5 Nov --------------------------- 95.7
June___----------------------- 105.6 Dec -------------------- -95.5

(3) Concurrent (standard X-11 method).-The procedure for computation of
the official rate is followed, except that the data are re-seasonally adjusted by the
standard X-11 method each month as the most recent data becomes available,
i.e., the rate for January 1979 is based on adjustment of data for the period,

50-680 0 - 79 - 11
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January 1967-January 1979. The rates for the current year are shown as first
computed, while data for 1978 are as revised to incorporate experience through
December 1978.

(4) Stable (standard X-11 method).-The stable seasonal option of the stand-
ard X-11 method uses final seasonal factors computed as an unweighted average
of all seasonal-irregular ratios for the entire span of the period, January 1967-
December 1978. In essence, this procedure assumes that seasonal patterns are
relatively constant from year-to-year. The unweighted average is updated and
series revised at the end of each year.

(5) Total (standard X-11 method).-This is an alternative aggregation pro-
cedure, in which total unemployment and labor force levels are directly adjusted
by the standard X-11 (multiplicative option) to derive the rate. The series are
revised at the end of each year.

(6) Residual (standar4 X-11 method).-The labor force and employment
levels are adjusted directly, with the level of unemployment derived as a residual.
The rate is computed by dividing the residual unemployment level by the directly
adjusted civilian labor force. The series are revised at the end of each year.

(7) Ectrapolated (X-11 ARIMA method).-Data for the 12 component groups
of the unemployment rate are estimated using ARIMA (autoregressive, inte-
grated, moving average) models. The enlarged series is then seasonally adjusted
with the X-11 program, and the rates are computed as in the official procedure.
The series are revised at the end of each year. Factors for the current year are
extrapolated at the beginning of the year for the 12 succeeding months.

(8) Concurrent (X-11 ARIMA).-The procedure for computation of the X-11
ARIMA rate is followed, except that the data are re-seasonally adjusted each
month as the most recent data become available, i.e., the rate for January 1979 is
based on adjustment of data for the period, January 1967-January 1979. The
rates for the current year are shown as first computed, while data for 1978 are
revised to reflect experience through December 1978.

Methods of Adjustment.-The standard X-11 method was developed by Julius
Shiskin at the Bureau of the Census. The method is described in X-11 Variant of
the Census Method II Seasonal Adjustment Program, by Julius Shiskin, Alan
Young, and John Musgrave. (Technical Paper No. 15, Bureau of the Census,
1987).

The X-11 ARIMA method was developed at Statistics Canada by Estela Bee
Dagum and is the official method for seasonally adjusting the Canadian labor
force series. A general description of the method is contained in A Comparison
and Assessment of Seasonal Adjustment Methods for Employment and Unem-
ployment Statistics, by Estela Bee Dagum (Background Paper No. 5, U.S. Na-
tional Commission on Employment and Unemployment Statistics, February 1978).
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THE EMPLOYMENT SITUATION: APRIL 1979

Total eaployneot fell in April and nenplnymne.t retaied near recent levela, the Sumrau of

Labor Statistics of the U. S. Department of Labor reported today.

The total noployneot nennure--fro- the oonthly survey of ho-oeholds--declised by 670.000 iS

April to 96.2 oillion. Thin drop followed 8 noeths of stroog grotb, with average -osthly gains

of 300,000 recorded doring the period. In contrast, sonfare payroll esploy.ent--an . ean.red by

the nonthly snrvey of etnbhihne.tnts-an about unchanged ever the nooth at 88.3 nillion.

Several special factorn (discussed later) nay account, at leant in part, for the April nurney

results.

The overall uen-ploy.eot rate won 5.8 percent in April. It has hovered ar.oud that eark

for the pant 9 nostha.

Une-ployneot

Both the nunher of nemployed, 5.9 aillion, and the oneeployneot rate, 5.8 percent,

renmaied at about the levels which have bees in evidence since Augunt 1978. The jobless raten

for adult .e. (4.0 percent) and adult goon (5.7 percent) were enactly the sane un in Iarch,

while the rate for teesagers iccreased by a fill percentage point to 16.5 percent. Uneoployne.t

rates for whites (4.9 percert) and blacks (11.8 percent) and soot other worker grupas were at or

near the levels which have prenailed over the pont neveral .o.tho. Since April of loot year,

the overall ueneplnynent rate has edged down by three-tenths of a percentage point.

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

The -edian d-m.,tinn of .uenplovyant So April (5.2 weks) -as abeut half a week shorter than

in March, refl-ctiol as noer-the-onoth increase In the nusbhr of persoos johbl.e for less than 5

weeks. (See table A-4.)
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Total Employment and the Labor Force

Folloving 8 months of strong growth, total employment fell sharply in April. The March-to-

April employment decline totaled 670,000. The reasons for this slowdown is employment growth

are not entirely clear bht may relate, in part, to adverse weather conditions, school and

religious holiday effects, and the trucking strike/lockont.

April Job levels (feamonally adjosted) ware down for adolt men, women, amd teenagers., as

well as for both whiten sod blacks. Ezoployment declines eere heavily cnncentrated amoog

blue-collar operatives, encept transport, and farm wnrkers. Because of the strong job gains

registered in earlier =onths, total employm.ent in April was 2.5 million higher than a year

earliar. Virtually all of the over-the'-year employment growth occorred withim the white-collar

rccmpatioon. (See tables A-I and A-3.)

Table A Major indicaton of labor market acotty, onally adjastad

Oanselvy moesn thl l dana

S.Iateudaateoros 11978 1979 1979

_ _ I! II j 011 IV I Feb. Mar. Apr.

HOUSEHOLD DATA Thouedl o p reo

Cierilao labor force ................... i99.263 |100,127 100,753 1l01,524l102,475 102 527 i02 714 102,111
Total emploomot. 93 084 j 94,099 94,726 95,616| 96,596 96,647 96,842 96,174
u"-o1oiomeot ...... 6..... 6,179 6,028 6,027 5,908j 5,878 5,881 5,871 5,937

mlabor fore ........ 1. . 158,741 58:478 58,482 58,398j 58,095 58,012 58,105 58,815
i rapgd mrker, ....... 

9 1
_ 1_ 853 L 760j 724 N.A. N.A. N.A.

Prr nt of labo fore.

Unerocioyooot rv I I
loker, . ........... 6.2 6.0 6.0' 5.i 5.7 5.7 n.

7
5.6

adulo 4.2 4.1 4.0i 4.0 4.0 4. 4.0
A.-.o.rn ............... .. 60 6.1 6.1 5.81 5.7 5.7 5.7, 5.7
Treriaser, ....... .. . 16.9 16.i 16.1 16.3i 15.8 16.1 15.5 16.3
^hArt,. - - -'-4 5.2 5.1' 5.0 4.9 9
81at ndoilhr . 4 1_ 12.1 11.7 I1.S5 11.4 11.9 11. 2 11.3
F.ili -,,n wo.r..r ..S . 7 I. 5 15.51 5.2j 5.2 5.2 1 5 .3

ESTABLISHMENT DATA I I T

'nI84,262 85,677 86,115 86 963 871 8 241p 88 31p
Gluaodsoodociooruusrie. . .24,766 254857 6

4
l

1
p 26,397p

lereic. cduorqcndsriretr . 59,495 :60,302, 61,1061 41,620p 61,619 hlOllp 61,
9

15p

Hmart m of _o

A-,n. -50kb hu..i - T I
Tr-iaipr,..e.ar ...... , 35.7 , 36.0 35.8 1 35 35.11 5.7 

3
5. 9P 35.4p

Sfanuraciurrs. ...... ... 402 4 ' 40.4 40.64 40.7p 4 40.78p 
3 9

.1p
Mo utacrrrogo-errrr I 3.6 3.6 3 3.73 3.Spj 3.8 3.8p 2.7p
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The civilian labor force declined by 600,000 over the month to 102.1 million buatw till

2.4 nilliom higher than April 1978. At 63.5 percent, the civilian iabor force participation

rate wan 0.4 percentage point belnw it. March level, bht op 0.5 percentage point iron the

year-ago level. (See table A-I.)

Indostry Payroll Efployorot

lonfarm payroll employment wan about unchanged over the month at 88.3 million. neanonilly

adjonted. Job gains tomk place in only 49 pertent of the 172 indontrien conprising the ELS dif-

fuaion index, the lovet proportion in 2 1/2 yearn. (See tables B-i and 8-6.) An already

noted, however, there vetr neveral special factorn contributing to the employment and hourn

picture im April. Prior to April. payroll employm.ent had been growing almont continuo.uly.

Jobs have increased by 2.9 million., or 3.4 percent, over the year.

In the goode-producing indastrien, employment in manofacturing. construction and mining

were all ensentially unchanged. Within manofacturing. employment in the non-electrical

machinery induntry continued to climb, while the tramoportation equipment indontry wan adv-rnely

affected by interroption. in deliverie.-

In the nervice-prodocing sector, the largent monthly increame wan in the nervicen industry

(55,000). which ha. alno accounted for a dinporportionate share of payroll employment growth

over the pant year. In addition, employment continued to rime in trade and finance. innorance,

and real entate. A nobotantial decline in trannportation and public utilitien (65.000) wan

primarily the renolt of strike activity.

hourn

The average work.eek of production or nonn.pervinory workern on private nonagricultural

payrollo wan 35.4 hourn in April, down 0.5 hour from the March level. Thin brought woekly

hours to a record low, bht the ntrike/lockout, religions observancen, and, to none extent,

widenpread flooding and tornadoen coaned the workweek of many enployoen to be temporarily

curtailed. Becaune the effects of the trockern' otrike/lockout were concentrated io

-anofacturing, the factory workweek enperienced no especially nharp dip of 1.7 hourn to 39.1

hours. Similarly, factory overtime dropped by more than an hoor, to 2.7 hourn, cod the declino

wan even larger in durable goodo. (See table B-2.)
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Reflecting the elno.t constant level of employment and the decline in weekly hours between

Morch and April, the index of eggregete weekly hourn of production or sonnuperv-sory workers on

private onofers payrolls fell 1.7 percent to 122.6 (1967-100). The ioden wan 1.8 percent above

its year-earlier level, (See table B-5.)

Hofrly and Weekly Earning

Average hourly earninge of production or noonopervisory workern on private sonfars payrolls

posted A very slight decline over the nooth (0.2 percent) and were 7.7 percent above the April

1978 level (seesonally edjonted). Average weekly earnings fell 1.6 percent over the sooth and

were 5.6 percent sbove the year-earlier level.

Before adjuotnest for seesosality, average hoorly earnings were 06.02 in both Merch and

April, 43 cents Above April 1978. Average weekly earnings were 9211.30, 03.61 lower then in

March bht $11.18 higher then a year earlier. (See table B-3.)

The Hourly Earnings Inden

The Hourly earnings lndea--eernisgs Adjusted for overtime in Manufectoriog, seesso.lity,

And the effects of changes in the proportion of workers in high-age and low-wege

indotries--wes 226.6 (1967-100) in April, 0.6 percent higher than in Marc. The inden won 7.8

percent ebove April e year ego. Doring the 12-nth period ended in March, the hoorly Earsisgs

Inde- in dollaro of constant porchasing power declined 2.0 percent. (See table B-4.)
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Explanatory Note

This release presents and analyzes statistics from
two major surveys. Data on labor force, total employ-
ment, and unemployment (A tables) are derived from
the Current Population Survey-a sample survey of
households which is conducted by the Bureau of the
Census for the Bureau of Labor Statistics. Beginning in
September 1975, the sample was enlarged by 9,000
households in order to provide greater reliability for
smaller States atid thus permit the publication of annual
statistics for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in January 1978; thus
the sample now consists of about 56,000 households
selected to represent the U.S. civilian noninstitutional
population 16 years and over.

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 165,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household and payroll
employment statistics

Employment data from the household and payroll
surveys differ in several basic respects. The household
survey provides information on the labor force activity
of the entire civilian noninstitutional population, 16
years of age and over, without duplication. Each person
is classified as either employed, unemployed, or not in
the labor force. The household survey counts employed
persons in both agriculture and nonagricultural
industries and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons ."with a
job but not at work" and not paid for the period absent.

The payroll survey relates only to paid wage and
salary employees (regardless of age) on the payrolls of
nonagricultural establishments. Persons who worked at
more than one job during the survey week or otherwise
appear on more than one payroll are counted more than
once in the establishment survey. Such persons are
counted only once in the household survey and are
classified in the job at which they worked the greatest
number of hours.

Unemployment

To be classified in the household survey as
unemployed an individual must: (1) Have been without a

job during the survey week; (2) have made specific
efforts to find employment sometime duritig tihc prior 4
weeks; and (3) be presently available for vsork. [i
addition, persons on layoff and those waitvig to begin a
new job (within 30 days), neither of whom must meet
the jobseeking requirements, are also elassified as
unemployed. The unemployed total includes all persons
who satisfactorily meet the above criteria, regardless
of their eligibility for unemployment insirrance benefits
or any kind of public assistance. The unemployment rate
represents the uttcmployed as a proportioii of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Employment and Earnings each month.
A special grouping of seven unemployment measures is
set forth in table A-7. Identified by the symbols U-1
through U-7, these measures represent a range of
possible definitions of unemployment and of the labor
force-from the most restrictive (U-l) to the most
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

Nearly all economic phenomena are affected to
some degree by seasonal variations. These are
recurring, predictable events which are repeated more
or less regularly each year-changes in weather, opening
and closing of schools, major holidays, industry produc-
tion schedules, etc. The cumulative effects of these
events are often large. For example, on average over
the year, they explain about 95 percent of the month-
to-month variatice in the unemployment figures. Sinen
seasonal variations tend to be large relative to the
underlying cyclical trends, it is necessary to use
seasanally-adjusted data to interpret short-teriit
economic developments. At the beginning of eaci year,
seasonal adjustment factors for unemployment and
other labor force series are calculated for use during
the entire year, taking into account the prior year's
expedeace.

All seasonally-adjusted civilian labor force anti
unemployment rate statistics, as well as the major
employment and unemployment estimates, are iom-
puted by aggregating independently adjusted s.i.
The official unemployment rate for all civilian wiskher
is derived by dividing the estimate for total uniem-
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ployment (the sum of four seasonally-adjusted age-sex
components) by the civilian labor force (the sum of 12
seasonally-adjusted age-sex components).

For establishment data, the seasonally-adjusted
series for all employees, p oduction workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
was based on data through May 1978.)

Sraipling variability

Both. the household and establishment survey
statistics are subject to sampling error, which should be
taken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey is based upon a probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
questionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surveyed. The chances are about 68
out of 100 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through H in the "Explanatory Notes" of Employment
and Barrings provide-approximations of the standard
errors for unemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples provide an indication of the magnitude of
sampling error: For a monthly change in total em-

ployment, the standard error is on the order of plus or
minus 102,000. Similarly, the standard error on a change
in total unemployment is approximatejy 115,000. The
standard error on a change in the national uiiemploy-
ment rate is 0.12 percentage point.

Although the relatively large size of the monthly
establishment survey assures a high degree of nenuracy,
the estimates derived from it also may diffcr froee the
figures obtained if a complete census using the sanie
schedules and procedures were possible. Ilowever, since
the estimating procedures utilize the previous mouth's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sanpling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1977 ICvels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables J through 0 in the "Explanatory
Notes" of Employment and Earnings.
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Table A-b. Reasons for unemployment

HOUSEHOLD DATA
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Table A-7. Range of unemploYment measures. ba...d an vaying definition. 01 .... mPlsYmeer end she labar ferns.
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Table3 A-10. Enmployment status of the noninstitutional popUlation for ten barge States

HOUSEHOLD DATA
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Table 8-1. Employen on nonagricullural payrolls by iIdIu ty
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Tabl. B-2. Average. w-ekh hour, of pro.decoon or non. . rvl ory workers, on pridoe~nongricelterel pryroll, by indeotry
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Table B-3. AVerage hobrly end weekly eSr-mngo of productio or oonsuperviaory workers on prpvsle
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Tabls 6.6. Indexes of diffusion: Percent of industries in which employment' increased
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Senator BENTSEN. Thank you, Commissioner. It seems to me you
added a word there in your statement. You said, "Try to answer." Is
that it?

Ms. NORWOOD. That is correct.
Senator BENTSEN. I think I can understand that because these are

muddled figures, but, Commissioner, for a long time we have had many
economists forecasting that we were going to have a rise in unemploy-
ment. And that hasn't been true at all. We have seen a rather amazing
increase in employment.

But now we see something quite different. We see a very substantial
decrease in the employed and a very minor increase in the actual per-
cent cited for unemployment.

What would have been the result if you hadn't had that major
decrease in employment? What would happen to your unemployment
percentage?

It would have gone up substantially more if you hadn't had that
decrease; wouldn't it?

Do I make myself clear?
I meant labor force.
Ms. NORWOOD. In the labor force.
Senator BENTSEN. I meant the labor force; I'm sorry.
Ms. NORWOOD. If you were to assume in the household survey that

the people who were not employed were all in the labor force looking
for jobs, certainly, the unemployment rate would have gone up. But
as I pointed out in my statement, Mr. Chairman, the figures on the
labor force are unusually erratic compared to all of the other data in
the household survey.

We have always felt that we need to look at several months of data
in order really to make a judgment of what is going on in the labor
force. That is what makes us wonder and worrv about the very large
drop in employment that the household survey showed.

Senator BENTSEN. Well, this major break that we are seeing in the
increase of the employed, again, it was forecast by many. Does that
look like the beginning of a trend that leads into a recession?

Ms. NORWOOD. I think that is very hard to say. Let us look at the
establishment survey data, for example, which really were relatively
flat; that is, they showed essentially no change. In order to assess the
importance of the lack of employment growth, one needs to look at the
employment data in relation to the data on hours.

The hours data dropped considerably in the month of April. But
there were special reasons for that. It appears clear that one of the
major reasons for the drop in hours was the trucking strike. You will
recall the survey week was the week that the trucking strike-lockout
settlement was reached.

Many of the people who had been on layoff were called back to work
and so worked part of the week.

The hours data, therefore, will reflect-in the payroll survey-the
days or the hours in which many of those people during the survey
week were not working, were on temporary layoff. So it is very diffi-
cult to get very much out of this combination of employment and
hours data.
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And I would be, I think, very reluctant to suggest that one can
determine whether this is or is not essentially a turning point. Because
of these special circumstances, I don't think we have enough data to
do that.

Senator BENTSEN. Well, let's look at some other points and see if
they mesh together and tell us something. You have a substantial
drop in productivity. As you go into recession, traditionally, people
hold onto employees, as employers anticipate and hope it will turn
around. And that is one of the contributing factors to a drop in
productivity.

On the other side, we saw in the first quarter a drop in consumer
demand. And the very latest figures I get by talking to the Associa-
tion of Retail Merchants and that sort of thing, they tell me their
sales are not very exciting. They don't think it is just a matter of
February lasting 6 months this year. They think it is more than that.

Well, if you put that together with the drop in productivity, and
even with all that, a minor increase in unemployment and a drop in
the labor force, it seems to me that all of those together could be fore-
telling or forecasting the start of a recession.

Ms. NORWOOD. Certainly, that is possible. I think it is important
to note that the figures showing the slowdown in GNP and, therefore,
coupled with that the very large drop in productivity were, of course,
preliminary figures. Our experience has been that the preliminary
GNP data are frequently revised upward.

Certainly, we have found this month in the establishment survey
that the preliminary figures for last month were revised upward
slightly.

If the figures for output are revised upward, which may happen,
there will be a change, I think, not a turnaround. But what now
appears to be poor performance may not look quite as poor.

If you look at other data, that is non-BLS data, on how the economy
is operating, you find for the first quarter that there are as many
things that are going up as going down. That is, those data show quite
a mixed picture. We don't yet have any data for April.

Senator BENTSEN. I know the household survey and the establish-
ment survey don't always go in tandem, but this kind of disparity
seems quite extreme. Do you have any further comments to try to
explain that?

Ms. NoRwoOD. I would have preferred for them both to show the
same thing. I think that our experience has been that the sharp drops
in the current population survey are probably somewhat exaggerated.
As I have said, we are suspicious of the labor force figure this month.

You mentioned in your opening statement the good news that us-
ually occurs in April. That is another factor that we have to keep in
mind. In the last 3 years, we have had really an extraordinary growth
between March and April. The seasonally adjusted figures, therefore,
may perhaps be a little exaggerated because of the very large increase
in the last 3 years. We can't be certain of that.

That's why I think to interpret the data from the household survey,
we really need to wait for another month or two.

In the case of the establishment survey, it seems fairly clear that
for the month of April there was a slowdown at least in the increase,
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the growth, of employment. If that were coupled with strong hours
reduction figures that didn't have these special characteristics, I think
I might be willing to go a step further.

But I really think we don't know how to interpret those hours
figures.

Senator BENTSEN. Even though you think the figures are some-
what suspect, the decline of 670,000 in total employment completely
wipes out the first quarter's gains, as I recall. When have we last had
that kind of a decline in that magnitude?

Mr. STEIN. It was in 1968, 1 month of 1968.
Senator BENTSEN. In 1968?
Mr. STEIN. Yes.
Senator BENTSEN. As I recall, that employment drop led into a

declining economy that I used to my advantage to run for the Senate.
Ms. NoRwOOD. I should point out, Senator, that we looked for drops

in employment that may have occurred historically at the peak of the
cycle and there is no evidence going back, I guess, as far as 1948, of
this having occurred at a cyclical peak. That is another reason why we
think we ought to wait for another month's data-because there may
be some aberration here.

Senator BENTSEN. Well, I have some other questions, but I will
defer to my colleague, Senator Proxmire.

Senator PROXMIRE. Thank you very much, Mr. Chairman.
Commissioner Norwood, part of the news that comes from your

report here is the overall effect this has on aggregate demand. Youhave a fall-off in the money wage, not just the real wage, but money
wages fell as I understand it in April, a 2-percent drop in real wages,
because hours were shorter and because of inflation.

That 2 percent drop is an extraordinarily big fall in 1 month. A
drop in hours and, therefore, a bigger falloff still in the weekly wage
and a falloff in employment as you say, if the figures stand up for
April. Therefore, there will be an even more massive dropoff in total
personal income, so that the effect on aggregate demand at least the
ability of people to buy things because their income is down should be
somewhat significant.

Would you say that is correct?
Ms. NORWOOD. Well, I think that is probably true. The question is

whether this was just a particular situation which will turn around or
not. And I guess the other factor that I would add is that the debt to
income ratio seems to have changed considerably; consumers seem
quite willing to raise the ratio of their debt to their personal income
these days.

Senator PRoxnM . That's true, but you wonder how long that can
go on. There have been some people that feel that it is going to turn
around. That has been in part because the feeling people have is the
one hedge they have against inflation is to buy a home. So hundreds
of thousands are doing that.

And, of course, every person who does that makes a very large debt.
And on a per capita basis, it translates into an extraordinary situation.

But housing starts also seem to be tailing off somewhat.
And also, it has been called to my attention in the Wall Street

Journal, current Wall Street Journal, it says: "Consumer credit
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expanded $3.73 billion in March, compared with 'a $3.31 billion in-
crease in February. New extensions of credit and liquidation of old
debt rose to record levels."

That suggests again that we may be reaching a peak on that.
Let me get into your prepared statement. You summarize the reasons

why these figures might not be reliable as a guide even if they are
accurate. You say, No. 1, the labor dispute in the trucking industry.
How big a distorting element was that actually in the week in which
the survey was takena

Ms. NORWOOD. We have tried to estimate that, Senator, and I
wouldn't want to say that this is a fully accurate figure, but we esti-
mate that it probably could not have been more than 100,000. And that
would not make a change in the employment level in the establish-
ment survey that would be statistically significant.

Senator PROXMIRE. That would be one-tenth of 1 percent at most?
Ms. NORWOOD. Yes.
Senator PROXMIRE. That wouldn't be a big one.
Holidays in the survey period is the second item. Can you elaborate

on that a little bit? How distorting an element could that have been?
Ms. NORWOOD. That is very difficult to say. We did note in the

household survey that there was a large increase in the number of
people who had a job, but were on vacation. And we could speculate,
but it would be pure speculation, that there may have been people
without jobs who decided to wait before searching for a job since
both Easter and Passover occurred that week.

Senator PROXMIRE. Would they be considered-
Ms. NORWOOD. We don't know.
Senator PROXMIRE [continuing]. Not employed if they were on

vacation?
Mr. STEIN. If they had jobs, they would be considered employed,

but I think the big impact of the holidays was on hours of work. We
had Good Friday in the survey with something like 8 or 9 million
people away from their jobs that day, and some were not paid for the
time they took off.

Senator PROXMIRE. That wouldn't have a significant effect.on your
unemployment.

Mr. STEIN. Not on unemployment.
Ms. NORWOOD. But it could have an effect on the labor force. That

was the point I was making.
Senator PROXMIRE. How would it have an effect on the labor force?
Ms. NORWOOD. It is possible there were people who decided to wait

before they looked for jobs. It is very hard to tell.
Senator PROXMIRE. You mean people who were unemployed were

on vacation?
Ms. NORWOOD. That's possible. We don't have any data on that. The

data we have deal with people who were with jobs but were on
vacation.

Senator PROXmE. I hadn't thought of that. Maybe that is a kind
of a new idea for me; if you are unemployed, you take a vacation
anyway. You take a vacation from looking for work so that you drop
out of the labor force.

Ms. NORWOOD. I certainly wouldn't want to suggest that that is one's
thinking in any way. I was just trying to point out there may be many
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factors surrounding this. There were school vacations, people may
have been busy. It is very hard to tell.

Senator PROXMIRE. At any rate, that doesn't sound as if it is a major
factor. Maybe it is in the same category as the trucking industry
thing. Maybe one-tenth of 1 percent, something of that kind.

MS. NORWOOD. I don't think it is major.
Senator PRoxxmuu. How about bad weather? We all know about this

in January and February, but in April, maybe it affected people from
the flooded areas. It doesn't seem to me it is significant. How significant
was itI

Ms. NORWOOD. We don't know. It was not enormously large. I'm
not sure.

Senator PROXMIRE. Mississippi was the one State we heard a lot
about.

Ms. NoRwooD. Texas.
Senator PROXMIRE. Texas. Did that disrupt the situation so that

other people were thrown out of work because of the floods in a
significant way?

M9S. NORwooD. We have no way of knowing that, really. It certainly
must have disrupted some employment activity in those States where
the harsh weather occurred.

Senator PROXMIRE. As the chairman has pointed out, in the last
category, there are possible measurement problems in the household
survey estimates of the labor force. There does seem to be a tremendous
discrepancy there with the establishment data; 670,000 jobs down in
the household survey, 72,000 more jobs, additional jobs, increased jobs,
in the establishment survey. That is a discrepancy of about 800,000.

I don't recall a bigger discrepancy than that. And what are the kinds
of mistakes that could have been made in the household survey that
would cause that, or the distortions?

Ms. NoRWoOD. Well, first of all, of course, as I have said, 350,000
of the employment decline took place in sectors not covered by the
establishment survey. So that reduces the discrepancy considerably.
But it is still a large discrepancy, I would agree.

We had many erratic movements in the labor force component;
fewer, I think, in employment. Is that right?

Mr. STEIN. Yes.
Ms. NoRwooD. As I indicated earlier, in the seasonally adjusted proc-

ess, we do place greater weight on the experience of the most recent
years. There were very large increases between March and April in
those years. So, there may have been some slight overadjustment there.

Senator PROXMiRE. When was the last time a discrepancy of this
kind occurred? And in hindsight, on the basis of later figures, what
did we discover about that discrepancy?

Ms. NORWOOD. I can have a review of the data made, and we can
supply that for the record, Senator. We have had cases where the
labor force has gone up or down, and the next month. there has been
essentially a correction of that. And when one has looked at the average
over several months, the data have seemed to be more consistent.

[The information referred to follows:]
The last time a large discrepancy between the employment changes in the

household and establishment surveys occurred was in July 1978. Betwvepn Tume
and July, total employment declined by 395,000-after having expanded by
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705,000 In the prior month-and nonfarm payroll employment rose by 265,000.
After revised seasonal factors were used to calculate the seasonally adjusted
employment changes and the preliminary establishment numbers were updated,
the household survey showed a decline of 195,000 in July (following a 690,000
increase in June), while the payroll series posted an increase of only 20,000.

Senator PROxmIRE. Let me ask this: By and large, over the years,
has the household survey or the establishment survey been the more
reliable on the basis of further developments?

Ms. NORWOOD. We feel that when there is a change going on in the
economy, we prefer to rely on the establishment survey.

Senator PRoxRm . So that the more likely situation is that we had
relatively stable employment rather than a big dropoff in employment
at that point. That would be your conclusion?

Ms. NORWOOD. I think that was certainly true in April; yes. I would
suggest that the situation was either relatively stable or declined some-
what, but not so large a decline as is shown in the household survey.
Very definitely.

Senator PROxmIRE. Now, I think one of the most sensational devel-
opments here, and depressing developments, too, is the development
that Senator Bentsen has been the principal exponent of in the Senate
and the Congress. And that is productivity where you show an ap-
palling result there.

You say that productivity in the private business economy declined
sharply from the fourth quarter of last year-41/2 percent at an annual
rate.

Then, you point out this decline coupled with an 11-percent increase
in hourly compensation resulted in a rise in unit labor cost of over
16 percent.

Now, when you take the producer index which was, I think, ex-
tremely discouraging for April because-

Ms. NORWOOD. Yes.
Senator PROxmIRRE [continuing]. It indicated the volatile food

measure was encouraging, but that was almost completely offset by
everything else, and as those other industrial failures and so forth
are much more stable and likely to continue.

When you combine that with the 16-percent rise in unit labor costs,
that is really terribly bad news for inflation, is it not?

Ms. NORWOOD. I would quite agree. It is certainly not very encour-
aging, though I would emphasize that there may be some revisions
of those data if the GNP is revised. But I think that even after
revision, they will be high.

Senator PROXMIRE. IS there any explanation for that drop of 41/2
percent at an annual rate in the fourth quarter of last year? Is there
any temporary element here, any reason why that figure may be a
distortion and may not be permanent?

Ms. NORWOOD. Well, there are always several ways of looking at
data. There certainly may have been in the first quarter some weather
effects. There have been a lot of estimates about whether the reduc-
tion in output was not affected in January and February in particu-
lar by bad weather.

There appears to have been an expansion by businessmen in orders,
unfilled orders. In fact, this morning's newspaper suggested that the
McGraw-Hill survey showed that businessmen for 1979 are planning
some considerable increase in investment, plant, and equipment.
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Senator PROXMIRE. That would be helpful. But this is certainly a
discouraging figure.

Just one more question before I yield back to the chairman. That
11-percent increase in hourly compensation seems to be unusual. Most
of the settlements seem to be better. The guideline is 7 percent, is it
not? And the most pessimistic conclusion from the truckers' settle-
ment was well below 11 percent, I thought. It may be fairly high,
well above 7, too, but it is certainly below 11.

Isn't that an unusual figure? I'm shocked to see it that high.
Ms. NORWOOD. Well, in the first quarter, of course, average hourly

compensation was affected both by changes in the tax law, social secu-
rity in particular, and also by the minimum wage change in January.

Senator PROXMIRI. The minimum wage was only about a 9-percent
increase.

Ms. NORWOOD. Yes; and I don't know what the relationship is, but
nevertheless, those two developments in the first quarter probably
made those numbers higher than they would otherwise have been,
particularly the social security tax increase.

Senator PROXMIRE. I will yield back to our chairman.
Senator BENTSEN. Commissioner, teenage unemployment increased

by approximately 1 percent. That was in April. before your summer
vacation starts. What accounts for that kind of an increase? Do you
see a trend there?

Ms. NORWOOD. I don't know what accounts for the increase. I do
know that the unemployment data for teenagers tend to jump up and
down, as you can see if you look at time series. But I have no further
explanation of that, sir.

Senator BENTSEN. Well, I know you have some new studies on work-
ing women, and I see some interesting statistics developing. I see a
large increase in women moonlighters from 1970 to 1978, while the pro-
portion of men in that category has dropped. What do you think brings
that about? You have a differential in wages. Do you think women
are trying to make up for that differential?

Ms. NORWOOD. I think that is rather hard to say. I could speculate,
but I think it would be pure speculation, sir. I just don't know.

Senator BENTSEN. Well, you have an increase in self-employed
women. I see in 1978, they average 1.8 million or 1 out of every 20
employed women. How does that compare with the number of self-
employed men percentagewise?

Ms. NORWOOD. We will be glad to look that up. I don't have that fig-
ure in my head. I'm sure it is much lower.

[The information referred to follows:]
About 1.9 million women, or 5 percent of all working women, were self-em-

ployed in 1978. The comparable figures for men are 6 million and 10.8 percent.
Senator BENTSEN. Well, Commissioner Norwood, I look at all of

these numbers, and they are not very encouraging. Do you have any
good news you can tell me as I complete my questioning?

Ms. NORWOOD. The rate of increase in food prices has declined in
the month of April.

Senator BENTSEN. What was that? Three-tenths of 1 percent ?
Ms. NORWOOD. I think there were some significant slowdowns, cer-

tainly in beef and veal and in vegetables. Vegetables and beef and veal,
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those are extremely important staples in family food. And I think
that is encouraging, as those changes do show up in retail stores fairly
rapidly.

Senator BENTSEN. I have nothing more.
Senator PROXMIRE. I would like to follow up a little bit in that par-

ticular area. You do show, as you say, a drop in consumer foods for
April. Although that followed a period of time from September of
last year through March in which there were very large increases in
consumer foods on the wholesale level every single month-1.1, 1.6,
0.8, 1.2, 1.8, 1.6, and 1.2. So the average, even with this dropoff,
still is extremely high.

And we have the biggest increase in other items under finished
goods, wholesale price index, that we have had. This goes off the chart.

There is nothing in the last year, at least, as high as 1.3 in a single
month, nothing in intermediate goods as high as 1.5 total, which
means, of course, higher prices later on.

We do seem to have good news, however, in the crude goods, not
only in the foodstuffs, but in others.

I notice that was a dropoff of one-half of 1 percent, and it went
down. That is the only time that this happened. How significant is
that likely to be, and does that cover any energy items at all?

Ms. NORWOOD. It has some energy in it, and it has got a lot of scrap
in it, iron and steel scrap, which had quite an effect. The important
thing to remember about the crude goods indexes are that they are
very volatile. And a 1-month decline needs a couple more months
before we can be sure that it is really there.

Senator PROXMIRE. So that they have the same characteristics as
food generally. They go up and down. One month means less than the
quarterly average?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Let me ask you just a couple other things. I

wonder why the average weekly hours of work should be down in vir-
tually every area, mining, construction, manufacturing, except whole-
sale and retail trade. Yet, almost half the industries are still hiring
more people than they are laying off.

The diffusion index isn't as good as it was, but it is still almost 50
percent, 49 and a fraction. That seems to me to be contradictory. If
half the industry are hiring people, we shouldn't have the dropoff in
weekly hours as well as the dropoff in employment.

Ms. NORWOOD. Of course, one of the most important reasons for the
decline in hours was that Good Friday occurred as well as Passover.
A lot of workers are not paid for religious holidays that they take off.
And that would show up in the payroll survey as a decline in hours.

And then, I think there was some decline in hours due to the effects
of the Teamsters' strike lockout.

Senator PRoxmntE. I have one other question. You have been nom-
inated for appointment, as I understand it. And I think, as I have
said before, that is a superb nomination. Certainly, you are well quali-
fied in every way. But I would like to ask you a question that came
up when Mr. Shiskin took over the iob you are now about to take
over. And he was reported to have said that a large proportion of the
people in the Bureau of Labor Statistics didn't seem to know what
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they were doing, didn't seem to have a clear-cut idea of what their
assignments were; there was some disarray and some lack of orga-
nization in the Bureau of Labor Statistics.

Has that been corrected completely? Do you feel it is an organiza-
tion where everybody has a good, clear idea of what their mission is
and are doing it'?

Ms. NORWOOD. I think, Senator Proxmire, that Mr. Shiskin changed
his mind shortly after he said that when he began to see some of the
work that was being done in the Bureau.

I think that the Bureau has been in recent years one of the best man-
aged organizations in the Federal Government. It also has a staff which
compares favorably professionally with many other organizations in
town.

I think, of course, that management can be improved. Everything
can be improved. But I would certainly be willing to place the Bureau
of Labor Statistics and its staff against any other organization in this
city. And I'm sure we would come out very well.

Senator PROXmIrRE. Well, it has a fine reputation.
I am somewhat disturbed, as I know you are, when we have situa-

tions such as we have now with the very elaborate, expensive, compre-
hensive survey, household survey, we have made, 55,000 people ques-
tioned as I understand it, and yet we do seem to have a situation where
neither you nor we, nor the public generally, can place much reliance
on the precision of their findings.

Now, maybe that is just the human condition. Maybe that is just
something we have to accept.

But it is discouraging that with that much money being spent, that
comprehensive a survey being taken, we don't have more reliable re-
sults.

Ms. NORWOOD. Senator Proxmire, I think it is important to recog-
nize that statistical series cannot really provide revealed truth. I am
sure you certainly recognize that.

You know, when you consider that the Current Population Survey
for many years was run for a cost of something like $9 million. Now
because of the expansion provided not for national data, but rather
because of the special interest in local area data, the survey has been
expanded to cost somewhere around $20 million.

And the establishments survey costs much less than that, at least in
terms of the Federal Bureau of Labor Statistics funds. The States do
add something to that.

I think we cannot expect too much. We do plan to review the Levitan
Commission's report, and the Secretary will be reporting to the Con-
gress after that review has been completed. I am sure he will make
some recommendations for improvement.

These improvements will, however, cost contsiderable amounts of
money, I think.

Senator PROxMIRE. But the elaboration of the factithat 55,000 people
are surveyed, it is true, in order to get regional and State information
and city information often for allocating funds. But, nevertheless, that
does contribute to a more comprehensive and somewhat more accurate
survey, does it not?
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Ms. NoRwooD. Yes; it does. But because we have not been in a posi-
tion to redesign the survey completely to get the most efficiency from
the supplements for the national data, we have not been able to improve
the accuracy of the national data as much as we would like.

After the 1980 census, we will be redesigning the Current Popula-
tion Survey so that the national sample will be made up of the samples
for the individual States. And I think we will be able to get more ac-
curacy with that approach.

But that is a large undertaking, and it must await the early results
of the 1980 census.

Senator PRox1mm. Thank you, Mr. Chairman.
Senator BENTSEN. Thank you very much, Senator Proxmire.
Thank you very much, Commissioner, for your statement.
Ms. NoRwooD. Thank you, sir.
[Whereupon, at 10:50 a.m., the committee adjourned, subject to the

call of the Chair.]
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The committee met, pursuant to notice, at 10:10 a.m., in room 5110,
Dirksen Senate Office Building, Hon. Paul S. Sarbanes (member of
the committee) presidin.

Present: Senators arbanes and Javits; and Representative
Mitchell.

Also present: John M. Albertine, executive director; Louis C.
Krauthoff II, assistant director-director, SSEC; M. Catherine Miller,
professional staff member; Mark Borchelt, administrative assistant;
and Charles H. Bradford, minority counsel.

OPENING STATEMENT OF SENATOR SAREANES, PRESIDING

Senator Sarbanes. The committee will come to order.
We are very pleased this morning to have Ms. Janet Norwood, Com-

missioner of the Bureau of Labor Statistics, before the Joint Economic
Committee to comment on the employment situation, the latest month-
ly figures just having been issued this morning.

Commissioner, I am very pleased to welcome you and particularly
pleased to be able to do so, dropping the adjective, "acting" from in
front of Commissioner, and once again let me congratulate you on your
appointment. I think it's a splendid one.

I also want to underscore the comment you made when you were
testifying on the employment situation last month in which you com-
mented that you regarded the Bureau of Labor Statistics in recent
years as one of the best managed organizations in the Federal Gov-
ernment with a staff which compares favorably and professionally
to many other organizations in town.

You then went on and said that the management could be im-
proved-everything can be improved-but that you would be prepared
to place the Bureau and its staff against any other organization in
the city, and that you would come out very well, and I agree with
that evaluation.

I simply wanted to add my own view on the record to that expressed
last time by Senator Proxmire, who I think was the one questioning
you at that time. We're very anxious for you to get on with your state-
ment. I do hope if you do not cover them in the statement that you
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will, as an addendum, address yourself to the figures you bring us this
morning. They relate to the particular figures which were in the
morning papers with respect to the chief economic indicators, which
as the headlines say, plunged in April, 3.3 percent. The story then
went on with a dire warning, pointing out that this was the largest drop
since 1974, just prior to moving into that very sharp recession which
we experienced in 1974 and 1975.

I expected, frankly, to come this morning and face a presentation
of figures from you that would be of deeper concern than the ones
you bring us, and I think it would be helpful if you would explain, to
some extent, why we have these deeply concerning figures with respect
to the chief economic indicators that are not borne out substantially
by the unemployment rate figures and the other employment figures
you bring us this morning.

We'd be very pleased to hear from you.

STATEMENT OF RON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND ROBERT L. STEIN, ASSIST-
ANT COMMISSIONER, OFFICE OF CURRENT EMPLOYMENT
ANALYSIS

Ms. NORWOOD. Thank you, Senator. I am glad to have this oppor-
tunity to offer the Joint Economic Committee a few brief comments
to supplement our Employment Situation press release issued this
morning at 9 a.m.

The overall employment situation was little changed between April
and May. Total and nonf arm payroll employment rose slightly, while
the unemployment rate remained at 5.8 percent. Average weekly hours
were up from their April level which had been affected by several
special factors, but were still significantly below the average for March.

Nonfarm employment, as measured by the survey of employers,
moved up by 170,000 over the month after showing no change between
March and April. The small 2-month gain in payroll employment was
in sharp contrast to the average monthly gains of about 350,000 in the
prior 6-month period. The April-May increase in payroll jobs re-
flected a continuation of the return to work in the transportation
industry following the trucking strike-lockout, some temporary expan-
sion in the street and highway sector of the construction industry, and
a continuation of the long-term growth in trade.

Employment in manufacturing edged down for the second straight
month. The factory workweek rebounded sharply from the April
level-which was affected by holidays and the truck strike-lockout-
but was still 0.7 hour below its March level. The cutback in hours since
March was widespread throughout the major hard and soft goods
manufacturing industries.

The index of aggregate hours in the private nonfarm economy which
reflects trends in both employment and the workweek was 123.7 in May
compared with 124.7 in March. The decline in manufacturing indus-
tries was somewhat larger.
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For the second consecutive month fewer than half of the 172 indus-
tries comprising the BLS diffusion index showed employment gains.

Total employment, as measured by the household survey, edged up
slightly in May, following a sharp decline the previous month. Both
total employment and the civilian labor force were about one-half
million below Mtarch levels, in contrast to rapid gains through the first
quarter of 1979. However, the unemployment level and rate have shown
no significant change over the past 2 months. The jobless rate has been
in the 5.7-5.9 range each month since August 1978. Moreover, there
have been no clearly persistent trends for any of the major demo-
graphic groups in the labor force in recent months. The rate for black
workers in May continued to be more than twice that for whites, and
the teenage rate was more than four times as high as that of adult
workers 25 years and over.

From the perspective of the March to May changes, both the house-
hold and the employer survey indicate a slowdown in employment
growth. The employer survey also reveals a shortening of the average
workweek, both for the total private economy and for the manufactubr-
ing sector. The weaker demand for labor was further reflected in labor
turnover data for manufacturing. As reported yesterday by the Bureau
of Labor Statistics, the factory layoff rate rose between March and
April, while the new hire rate declined. At the same time, there was no
significant change through May in the jobless rate for all civilian
workers or for any of the major component groups. The stability in
unemployment was confirmed by weekly data on initial and continuing
claims for unemployment insurance.

UNEMPLOYMENT IN FAMILIES

We can gain some insights into the social effects of labor market
status by focusing our attention on persons in a family context. I think
the committee may be interested in data the BLS regularly publishes
each quarter on the employment status of individuals in relation to the
work status of the people with whom they live.

In the first quarter of 1979, husbands and wives were present in 48
million families. Both were employed in about 40 percent of these
families. In another 40 percent of these families, the husband but not
the wife was employed. In the remaining 20 percent of the families, the
wife had a job while the husband did not (5 percent), or neither spouse
was working (15 percent).

Working patterns in the 8 million families maintained by women
without a husband were, however, strikingly different. In half of
these families, the woman herself was not employed. In two out of
five of these cases, there was no relative of working age.

These data help us to understand how the impact of unemployment
differs among families. For example, 85 percent of the wives who
were unemployed lived in a family with some other jobholder, and
50 percent of the unemployed husbands were in families with an
employed person.

As one would expect, however, in families maintained by a woman
with no husband present, only 15 percent of the unemployed female
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heads and 65 percent of the unemployed relatives in such families
lived with a person who had a job.

The "person in the family" data also reveal some other interesting
relationships. One statistic is that in the first quarter of 1979, the
unemployment rate for wives whose husbands were also unemployed
was 20 percent; this compares with a rate of only 5 percent for wives
with employed husbands. This pattern occurs, in part, because many
characteristics, such as education and skill levels, tend to be com-
parable within families. Moreover, all members of families living in
areas of high unemployment will tend to experience greater than
average difficulty in obtaining a job.

PRODUCTIVrrY AND EMPLOYMENT COST RELEASES

Last week, BLS also issued two press releases on productivity and
wages for the first quarter of this year. Revised data on productivity
and costs in the private business sector confirms the poor performance
presented by the preliminary data issued earlier. Productivity de-
clined 4.6 percent at an annual rate in the private business sector and
was down 3.2 percent in manufacturing. Unit labor costs rose 16.4
percent in the private business sector, as hourly compensation in-
creases reflected rises in employers' social security contributions. Look-
ing over the past four quarters eliminates the first quarter distortion
from the once per year increase in social security contributions. Since
the first quarter last year, hourly compensation in the private busi-
ness sector increased 9.5 percent and unit labor cost rose 9.1 percent.

Wage and salary rates measured by the Employment Cost Index
rose 2 percent in the first quarter 1979, about the same as the 1.9-
percent rise for the same quarter a year earlier.

The pay gain for construction workers was among the lowest re-
corded in the first quarter 1979, reflecting the industry's seasonal col-
lective bargaining pattern which concentrates pay change activity
in the spring and summer. In contrast, pay advanced at a faster rate
for lower paid employment groups such as service workers (3.2 per-
cent), workers in the South (2.6 percent), and workers in retail trade
(2.3 percent).

Returning to this morning's release, in summary, I believe that a
clear slowdown in employment growth has occurred since March.
As I indicated at last month's hearing, the April data were difficult
to interpret because they were affected by the trucking strike, holi-
days, and bad weather. Some small upward changes from the unusual
April conditions were registered in May. However, over the 2-month
period from March to May, the business survey showed a clear slow-
down in employment growth as well as a reduction in average weekly
hours; while the household survey showed a drop in employment and
the labor force, with no change in the unemployment rate.

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Month Un- Range
and adjusted Coo- Extra,- Con- (cols
year rate Official current Stable Total Residual elated current 2-8)

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

1978:
May- 5.5 6.1 .6.1 6.2 6.2 6.2 6.1 6.1 0.1
June 6.2 5.9 5.9 5.8 5.9 5.8 5.8 5.8 .1
July -6.3 6.1 6.1 6.1 6.2 6.2 6.1 6.1 .1
August 5.8 5.9 5.9 5.9 5.9 5.0 5.9 5.9 .1
September... 5.7 5.9 5.9 5.9 5.9 5.0 5.9 5.9 .I
October 5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1
November.-- 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
December.. 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979:
January 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February 6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .3
March 6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.7 .2
April- 5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .1
My .5.2 5.8 5.8 5.8 5.8 5.9 5.8 5.7 .2

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, May 1979.

NOTES TO TABLE COLUMN NUMBERS

(1) Unadjusted rate.-Unemployment rate not seasonally adjusted.
(2) Offloial rate (standard X-l1 method) .-The published seasonally

adjusted rate. Each of the 3 major labor force components-agricultural employ-
ment, nonagricultural employment and unemployment data-for 4 age-sex groups
(males and females under and over 20 years of age) are separately adjusted
then added to derive seasonally adjusted total figures. Teenage unemployment and
nonagricultural employment are adjusted by the standard X-11 method's additive
option, while all other series are adjusted by the multiplicative option. Adult male
unemployment is adjusted multiplicatively using the prior trend adjustment
feature of the X-11. The rate is computed by adding the 12 components to a
civilian labor force total, and dividing and derived civilian labor force into the
unemployment total. These series are revised at the end of each year. Factors for
the current year are computed at the beginning of the year for the 12 succeeding
months, and published in advance.

The current "Implicit" factors for the overall unemployment rate, derived by
dividing the original unemployment rate by the seasonally adjusted rate for the
months of 1978, are:

Jan -------------------------- 111. 1 July -------------------------- 102. 1
Feb -------------------------- 112. 0 Aug -------------------------- 98. 5
Mar -------------------------- 106. 7 Sept ------------------------- 97. 3
Apr --------------------------- 94. 6 Oct --------------------------- 93. 1
May -------------------------- 89. 5 Nov -------------------------- 95. 7
June ------------------------- 105.6 Dec -------------------- _- 95. 5

(3) Concurrent (standard X-11 method).-The procedure for computation of
the official rate is followed, except that the data are re-seasonally adjusted by
the standard X-11 method each month as the most recent data become available,
i.e., the rate for January 1979 is based on adjustment of data for the period,
January 1967-January 1979. The rates for the current year are shown as first
computed, while data for 1978 are as revised to incorporate experience through
December 1978.

(4) Stable (standard X-11 method).-The stable seasonal option of the stand-
ard X-11 method uses final seasonal factors computed as an unweighted average
of all seasonal-irregular ratios for the entire span of the period, January 1967-
December 1978. In essence, this procedure assumes that seasonal patterns are
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relatively constant from year-to-year. The unweighted average is updated and
series revised at the end of each year.

(5) Total (standard X-11 method) .-This is an alternative aggregation
procedure, in which total unemployment and labor force levels are directly ad-
justed by the standard X-11 (multiplicative option) to derive the rate. The series
are revised at the end of each year.

(6) Residual (standard X-11 method) .-The labor force and employment levels
are adjusted directly, with the level of unemployment derived as a residual. The
rate is computed by dividing the residual unemployment level by the directly
adjusted civilian labor force. The series are revised at the end of each year.

(7) .EBotrapolated (X-11 ARIMA method).-Data for the 12 component groups
of the unemployment rate are estimated using ARIMA (autoregressive, inte-
grated, moving average) models. The enlarged series is then seasonally adjusted
with the X-11 program, and the rates are computed as in the official procedure.
The series are revised at the end of each year. Factors for the current year are
extrapolated at the beginning of the year for the 12 succeeding months.

(8) Conourrent (X-11 ARIMAA).-The procedure for computation of the X-11
ARIMA rate is followed, except that the data are re-seasonally adjusted each
month as the most recent data become available, i.e., the rate for January 1979
is based on adjustment of data for the period, January 1967-January 1979. The
rates for the current year are shown as first computed, while data for 1978 are
revised to reflect experience through December 1978.

.Methods of Adjustment.-The standard X-11 method was developed by Julius
Shiskin at the Bureau of the Census. The method is described in X-11. Variant of
the Census Method II Seasonal Adjustment Program, by Julius Shiskin, Alan
Young, and John Musgrave, (Technical Paper No. 15, Bureau of the Census, 1967).

The X-11 ARIMA method was developed at Statistics Canada by Estela Bee
Dagum and is the official method for seasonally adjusting the Canadian labor
force series. A general description of the method is contained in A Comparison
and Assessment of Seasonal Adjustment Methods for Employment and Unemploy-
ment Statistics, by Estela Bee Dagum (Background Paper No. 5, U.S. National
Commission on Employment and Unemployment Statistics, February 1978).
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THE EMPLOYMENT SITUATION: MAY 1979

Eploylyment rose slightly in May, and une.ploynent was unchanged, the Bureau of Labor

Statistics of the U. S. Department of Labor reported today. The Nation s .nesploynent rate was

5.8 percent. the same as in April; it has bhon In the 5.7 to 5.9 percent range for the past 10

-onths.

Total employment--as .ea.ured by the soothly sarvey of households--edged up by 140,000 In

MBy following a very sharp decline in April. At 96.3 million, total enplyment was 2.4 million

higher than a year ago

Nonfart payroll employment--as measared by the monthly survey of establishments--rose by

170,000 in Boy to 88.4 million. Nonfarm payroll jobshave advanced by 2.9 alillon since Hay

1978. verage weekly hours reboonded sonewhot Eron depressed April levels bht were still

considerably below March and year-earlier levels.

U.employment

Both the unemploymant rate, 5.8 percent, and the nonber of unemployed, 5.9 million, were

the same as in April, and hare remained near the levels which have pre-ailed since August 1978.

The May jobless rates for adult sen (3.9 percent). adult wosen (5.8 percent), and teenagers

(16.8 percent) were little changed eron April and also have not ohowe ouch variation since last

Ao5t. USneaployment rates for whiten (5.0 percent) and blacks (11.6 percent) and most other

worker groups were also at or near the levels which have been in evidence over the past several

rrths. (See tables A-l and A-2.)

Tcn i Employ-ent and the Labor Force

Total ernplynent advanced very slightly in Boy (140,000) to 96.3 million. Because of the

large euployment decline in April, the Boy level w-s still more than half a million below that

f 'larch. Becaase of strong growth In the anoths prior to April, esploy.ent In Nay was 2.4
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million higher than a year earlIer. Over-the-year job goino a.onS adal ot nen vere enpecially

pronounced (1.5 oillion); adult -n poated an employment advance of 1.0 eillion. Ettoloymeot

among teen.gerv wvs doom slightly over the year, in part a reflection of their declining popala-

tinn. (See table A-I.)

The civilian labor force also advanced very slightly over the .o.th to 102.2 million and

ars 2.2 oilIlon higher than May 1978. At 63.4 percent, the civilian labor force participation

rate moo about unchanged from it. April level but voo down 0.5 percentage point fro- the

Febrnary-March all-tine high. Participation woas p over the year, however, with adult women

accoonting for all of the imcreaoe. (See table A-l.)

Table A. Mano, inodrcton of Ilbor market Jautrity. Yaonaly adiuntad

Oroomly *e,0g totIdy dteu

Std-ta ff 1978 1979 1979

I | 11 | III IV I Mar. Apr. May

HOUSEHOLD DATA Thnd.o dfp

ii. norfoI, . 992........... 2 7 100, 753 101 524 102.475 102,714 102,111 102,247
Totleeplonn ......... 93,084 94,099 94,726 95,616 96,596 6, 842 96,174 96,318
Umphny.r ........... 6,179 6,028 6,027 | 5,908 5,878 5,871 5,937 5,929

N.,odInrlooI ............. 58,741 58,478 58,482 58,398 58,095 58,105 58,815 58,935
Di-oa.dok..en ....... 914 851 853 760 724 N.A. N.A. N.A.

P d I f

18emecofmeet rare.:I
Allork ............... 6.2 6.0 6.0 5.8 5.7 5.7 5.8 5.8
Adalton . .. 1 4.5 4.2 4.1 4.0 4.0 4.0 4.0 3.9
Adaltoot n . 6.0 6.1 6.1 5.8 5.7 5.7 5.7 5.8
Tenaee,. ... 16.9 16.1 16.1 16.3 15.8 15.5 16.5 16.8
Wh . ....... 54 5.2 5.2 5.1 5.0 5.0 4.9 50
III, -d her . ............... . 12.4 12.1| 11.7 | 11.5 11.4 11.21 11.8 | 11.6
FuII.tom woae ............ 5.7 I 5.5 5.51 5.2 5.2 5.11 5.3! 5.2

Tho.o. f lodid
ESTABLISHMENT DATA

NoM ,O.eil-pOvnenr . 84,262 85,6771 86,115 86,963 87,868 88,263 88,267p 88,
4
38p

Garde WoodenoandvaUo,.......... 24,766 25,3761 25.478 25.857 26.241 26.412 26,369p 2
6
,

4
01p

Oe~rvc-pro~tacrnganouatce, ...... 59,495 60,3021 60,637 61,106 61,628 61,851 61,898p 
6
2,03

7
p

A., Ip .. kly h-m: f O
Tlp Wiace nonfae 35.7 36.01 35.8 35.9 35.8 35.9 35.4p 35.6p
Man .. .fao i 40.2 40 6 404 .7 40. 8 39.2p 

4
0.

2
p

3.6 3:61 3.5 3.7 3.8 3.8 2. 3.4p

,-,, "...w~~~~~~0-
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Industry Payroll DEployment

Monfarn payroll eaploysent, at 88.4 nillion, rose by 170,000 in May following no change in

April. The snail increase since March was in sharp contrast to the iltation daring the

previous 6 no.thb when eoployment gret by an average of 350,000 a tooth.

Ar-g the njos industry divialons. only three-tonatructioO, transportation and public

utilities, and wholesale and retail trade-shoed sia.able over-tho-noeth job gains. A 65,000

increase in construction enpliytent was -ostly in highway and street construction, probably due

to heightened road repair activity resulting froe severe winter sterns. Despite e eay

enplynent growth of 50,000 stet ing fron the settlenest of the Teamters strike, transportation

end public utilities failed to recoup conpletely the losses seperienced during the previoos

nonth, as United Airlines npyses remained on strike during the reference period. Trade rose

by 45,000 over the mooth, continuing the long-tern uptrend in the industry.

M.nufacturing enploynent in both the durable and nondurable goods industries edged down for

the second nonth in a row, returning to February levels. In all, job goins took place in osiy

48 percent of the 172 industries cotprisiog the BLS diffusion inden. (See tables B-1 and B-6.)

The average workweek of production or nonsupervisory warkers on private nonagricultural

payrolls was 35.6 hours in May, up 0.2 hour fron the depressed April level, which had been

affected by holidays, strike activity, and, perhaps, by uusoual weather conditions. The April

decline of half an hour was not -atched by the May iocrease, and, among the sajor

goods-produtcig industry divisions, only the mining workweek woo as high en its March level.

Construction (down 0.9 hour froe March), dorable goods usnufecturiog (down 0.7 hour), end

nondurable goods (down 0.5 hour) did not rebound cotpletely from their severe April decline in

hours. Oertie hours in -aaufacturisg--3.4 in Mey-foliowed essentially the sate pattern as

the regular workweek doring the March-May period.

Among the service-producing industries, only tr.osportation and public utilities showed a

workweek pattern similer to that of the goods-prodocitg industries; hours were up 0.4 in May but

still were 0.5 below their March level. Average hours in the other service-produ-iog industries

did not foilow the sae pattern over the past 2 tooths. (See table B-2.)
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With the combination of small increases in both employment and weekly boors, the iden of

aggregate weekly boors of prodoction or nonsoperv-sory workers rose 1.0 percent in May bht

remained aboot the sans magnitode below March's record high of 124.7 (1967-100). The loden was

3 percent above the year-ago level. (See table B-5.)

Hnorly and Weekly Earnings

Average hourly earnings of production or nonsopervisory workers on privats nonagricultoral

payrolls rose 0.7 percent from April and were 8.2 percent sbove the May 1978 level (Seasonally

adjosted). Average weekly earnings were op 1.2 percent over the month and have risen 7.3

percent from the year-earlier Ivel.

Before adjootment for seaosnality, average hoorly earnings rose 5 cents to $6.07, 45 cents

above May 1978. Average weekly earnings were $215.49, $4.19 above April and $14.86 higher than

a year earlier. (See table B-3.)

The honrly Earnings Inden

The hourly Earnings Itdex--earnings adjusted for overtime in mansfacturing, seasonality,

mad the effects of changes in the proportion of werkero in high-wage and low-wage

indostrism--was 227.1 (1967-100) in May, 0.1 percent higher than in April. The inden was 7.6

percent above May a year ago. Doring the 12-month period ended in April, the HoMrly Earnings

Iodex in dollars of constant porchasing power declined 2.5 percent. (Sen table B-4.)



195

Explanatory Note

This release presents and analyzes statistics from
two major surveys. Data on labor force, total employ-
meot, and unemployment (A tables) are derived from
.hc Cr..cnt P,... SLrr-.y-n -am.pe survev of

households which is conducted by the Bureau of the
Census for the Bureau of Labor Statistics. Beginning in
September 1975, the sample was enlarged by 9,000
households in order to provide greater reliability for
smaller States and thus permit the publication of annual
statistics for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in January 1978; thus
the sample now consists of about 56,000 households
selected to represent the US. civilian noninstitutional
population 16 years and over.

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 165,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household and payroll
employment statistics

Employment data from the household and payroll
surveys differ in several basic respects. The household
survey provides information on the labor force activity
of the entire civilian noninstitutional population, 16
years of age and over, without duplication. Each person
is classified as either employed, unemployed, or not is
the labor force. The household survey counts employed
persons in both agriculture and nonagricultural
industries and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons "with a
job but not at work" and not paid for the period absent.

The payroll survey relates only to paid wage and
salary employees (regardless of age) on the payrolls of
nonagricultural establishments. Persons who worked at
more than one job during the survey week or otherwise
appear on mom than one payroll are counted more than
once in the establishment survey. Such persons are
counted only once in the household survey and are
classified in the job at which they worked the greatest
number of hours.

Unemployment

To be classified in the household survey as
unemployed an individual must: (I) Have been without a

job during the survey week; (2) have made specific
efforts to find employment sometime during the prior 4
weeks; and (3) be presently available for ivork. In
addition. tersons on layoff and those waiting to begin a
new job (within 30 days), neither of whom must meet
the jobseeking requirements, are also classified as
unemployed. The unemployed total ineludes alt persons
who satisfactorily meet the above criteria, regardless
of their eligibility for unemployment insurance benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Employnt and Earning each month.
A special n o seven unemployot measures is
set forth in table A-7. Identified by the symbols U-1
through U-7, these measures represent a range of
possible definitions of unemployment and of the labor
force-from the most restrictive (U-t) to the most
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

Nearly all economic phenomena are affected to
some degree by seaasnal variations. These are
recurring, predictable events which are repeated more
or less regularly each year-changes in weather, opening
and closing of schools, major holidays, industry produc-
tion schedules, etc. The cumulative effects of these
events are often large. For example, on average over
the year, they explain about 95 percent of the month-
to-month variance in the uiemployment figures. Since
seasonal variations tend to be large relative to the
underlying cyclical trends, it is necessary to use
sensonally-adjusted data to interpret short-term
economic developments. At the beginning of each year,
seasonal adjustment factors for unemployment and
other labor force series are calculated for use during
the entire year, taking into account the prior year's
experience.

AD scasonalpy-adjusted civilian labor force and
unemployment rate statistics, as well as the major
employment and unemployment estimates, are com-
puted by aggregating independently adjusted series.
The official unemployment rate for all civilian workers
is derived by dividing the estimate for total unem-
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ployment (the sum of four seasonalty-adjusted age-sex
components) by the civilian labor force (the sum of 12
seasonally-adjusted age-sex components).

For establishment data, the seasonally-adjusted
series for all employees, production workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision. of seasonally-adjusted data
was based on data through May 1978.)

Sampling variability

Both the household and establishment survey
statistics are subject to sampling error, which should be
taken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey. is based upon a probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
questionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surVeyed. The chances are about 68
out of 100 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through H in the 'Explanatory Noteso of Inlment
and Earning provide -approximations of thesid
erros for unemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples provide an indication of the magnitude of
sampling error, For a monthly change in total em-

ployment, the standard error is on the order of plus or
minus 182,000. Similarly, the standard error on a change
in total unemployment is approximately 115,000. The
standard error on a change in the national unemploy-
ment rate is 0.12 percentage point.

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. However. since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individuaL, establishments. Employment estimates are
currently projected from March 1977 levels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion-adjusted for. the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables J .through 0 in the "Explanatory
Notes" of Employment and Earnings.
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Ms. NORWOOD. My colleagues and I will now be glad to answer any
questions you have.

Senator SARBANES. Would you want to address the figures that
appeared this morning with the story about the economic indicators
that are off sharply-the 3.3-percent drop in the chief economic indi-
cators-particularly the observation that this is the sharpest drop in
key economic indicators since 1974? Actually it's the largest on record,
as I understand, the only drop comparing with the 3-percent drop at
the start of the 1974-75 recession.

Now, the figures you give us this morning are of concern, and as you
know at the end they represent a clear slowdown in employment
growth. They would not appear to present quite as serious a situation
as the chief economic indicators would appear to, or maybe they do,
properly interpreted in relationship to the chief economic indicators.

Ms. NORWOOD. I'd be glad to comment on that. The first thing is that
we've got to be very careful in looking at 1-month changes in any set of
data.

You will note that the leading indicators release actually revised the
previous month, not this last one, but the previous month, from a minus
to a plus. So revisions can occur. That's the first point.

The second point is that the series which had the largest effect on the
leading indicators was the drop in hours, the weekly hours.

Now, as I indicated in my statement today, our data this month show
a rebound from the drop in hours last month which was included in the
leading indicators. That's because the month of April clearly had some
very special factors associated with it.

There was a drop in hours in April. There was a drop in employ-
ment which was clearly attributable to the trucking strike-lockout, to
the fact that both Easter and Passover were holidays that occurred
during the survey week.

If the leading indicators were calculated without the drop in hours,
instead of a decline of 3.3 percent, there would have been a decline of
only 1.6 percent.

So I think we have to look at all these things together. April was a
month that was quite unusual. That's why you will note in my state-
ment, I have gone back to March. I think we've got to look at this over
a longer period of time.

Senator SARBANES. Well, I'm one who is very deeply concerned
about unemployment figures and who feels very keenly that allowing
unemployment to rise is not an answer to our economic problems. It's a
problem in and of itself, not a contribution toward the solution of our
problem.

On the other hand, I note that even though you conclude we've had a
slowdown-a clear slowdown in employment growth-we've still main-
tained the unemployment rate of 5.8 percent.

I take it that represents what? A shrinking in the labor force? Those
seeking jobs? And what lies behind that, if you know?

Ms. NoRwOOD. That's a very good question but a very difficult one to
answer.

The changes in the labor force over the last year especially have
been extraordinary. We have had enormous growth in the labor force.
In fact, most of the projections that have been made have always
underestimated the very, very large increases in the labor force.
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There are two elements which I think have been responsible for the
especially big changes. One has been young people. One of the things
that is clear now, and it's just a fact, is t at there are fewer young
people; those born in the early 1960's are getting older, and the birth
rate has declined since. So I think that the effect of the young people
on the labor force increase is beginning to change, just bause there
are fewer 16- to 19-year-olds in the population now.

The situation with women is somewhat different. The participation
rates for women have been extraordinarily high. Whether they will
continue to rise or whether there will be a pause, is really very difficult
to predict. But we do have a lot of women in the labor force, and it
may be that conditions are changing. It's very hard to tell whether
the participation role for women will continue to increase as rapidly
as in the recent past.

And I think those are the two big factors that we're just not sure of.
Senator SARBANES. Well, now, looking back to last month's hearing,

a great deal of time was devoted to this gap, I guess, between the
household survey and the establishment survey.

Now, that has not reoccurred this month, at least not to a significant
degree. Do you have an explanation for last month's? Was it an aber-
ration? If so, do you have an explanation for it?

Ms. NoRwooD. We never expect that these two surveys will register
exactly the same movements in the same period of time.

First of all, there are rather important definitional differences. The
household survey covers total employment, including the self-em-
ployed and unpaid family workers, whereas the establishment survey
is a payroll survey. So there are basic differences between them.

The household survey in the month of April showed a very large
decline. I said last month that I thought that that was probably a
larger decline than we can rely upon. I think I used the words "statisti-
cal aberration." I still believe that that was the case. There has been a
small rise this month in the household survey, and if you take that
over the 2 months and average it, the drop in employment is some-
what smaller. And I think that's probably in the neighborhood of
where we are.

There's a one-half million drop in the household survey which is still
larger than anything shown in the establishment survey. But the
establishment survey is showing very clearly a slowdown in employ-
ment growth.

So I think the two can be looked at together, and we can reach the
judgment, certainly, that there is a slowdown.

Senator SARBANES. Looking ahead, what terms are at work that
would give us a basis on which to make some estimation-I know
you probably don't want to do this-but some estimation as to what
figures we will be facing next month; and what the continued move-
ment, as reflected in all of the figures we have looked over, seems to
indicate.

MS. NORWOOD. As you indicate, we don't forecast the future. But I
think that I can say that the data for the month of April, not just
BLS data, but other surrounding data; new orders, durable orders,
housing starts, industrial production, and so on, all seem to have
shown a decline in the month of April.
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The employment situation data released by the BLS this morning
are the first signals for the month of May. We don't have much other
data. These are the early data coming out for May. They certainly
show thatthe rate of growth of employment has clearly slowed down;
and we don't know, of course, what the future will bring. But, if you
take all those things together, you have a slowdown.

Senator SARBANES. If you had read the economic indicator data
without knowing what the figures were that you were going to bring
in this morning, what would you have expected to bring in? Would
you have expected to bring in an increase in the unemployment rate?

Ms. NORWOOD. Not really.
Senator SARBANES. No?
Ms. NORWOOD. I think the leading indicators index is certainly

an extremely useful indicator of the economy; but I think we have
to be rather careful not to rely on a single month of it, or even a pe-
riod of several months of the indicators, without looking at a lot of
other things. In fact, in the last three decades the leading indicators
declined 17 times over a period of 3 months. In 15 cases the unem-
ployment rate rose in 1 to 3 months after those declines. In six cases
the unemployment rate rose in 1 month after it. But I think one very
interesting point is that since July 1977, which is the last time the
leading indicators fell for 3 consecutive months, the unemployment
rate has not risen.

Senator SARBANES. Now, how do you explain that?
Ms. NORWOOD. I think that in many ways we are seeing different

conditions which make it much harder to predict exactly where we
are going.

For example, in previous periods of economic downturn the rate
of inflation has generally been reduced fairly quickly. In the 1973-74
recession, that did not happen. We had a different situation. It is
possible that we may now, because we have had such a very rapid and
large change in the labor force, be facing a somewhat different situa-
tion, too. I just don't know.

Senator SARBANES. When the labor force changes, I see you refer
to it in your release, that its 4.4-percent civilian labor force participa-
tion increase was somewhat below the February-March period, half a
point. But that was the highest in history; is that right? Now, how
does that compare, looking back over a reasonable period of time?

Mr. STEIN. Senator, the labor force rate has been rising approxi-
mately 1 percent a year over recent years, but of course there are fluctu-
ations over shorter periods of time.

Senator SARBANES. What do you mean by "recent years"?
Mr. STEIN. Since coming out of the 1975 recession.
Senator SARBANES. What was the previous plateau, if there was one

for labor force participation, to compare against the 1963 to 1964 per-
cent figure?

Mr. STEIN. We'd have to check the figures on that, but I believe there
was a plateau during 1977.

Senator SARBANEs. No; earlier.
Mr. STEIN. Earlier than that?
Senator SARBANES. Yes.
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Mr. STEiN. We have had them from time to time, but inevitably
the participation rate resumed.

Senator SARBANES. Is the bureau completely revising its concept
of what the percent of labor force participation is, which is an as-
sumed sort of standard in the American economy? Essentially, from
what figure have they revised it in terms of what the traditional as-
sumption was?

Ms. NORWOOD. Well, you know we have a program projecting the
labor force to 1990. We have found that our labor force increased
much more rapidly than we had anticipated in past years. This was due
to a large increase of women entering the labor force in recent years.

We tried a new approach, and that was to develop three different
estimates of the possible labor force in 1990, assuming a very high
growth path, a more moderate path of growth in the labor force,
and then a lower one. So we have been trying to cope with that prob-
lem by suggesting that there axe alternatives, because there is no way of
knowing what the real truth would be.

Senator SARBANES. What assumptions do the three growth pat-
terns you projected make, with respect to the level of civilian labor
force participation?

Ms. NORWOOD. I am not sure of the exact assumptions, but I can
certainly submit that for the record.

Senator SARBANES. It would be helpful to have.
[The following information was subsequently supplied for the

record:]
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Labor force projections to 1990:
three possible paths
High, low, and intermediate rates
of projected growth to 1990 all show
a drop from the 1970-77 pace; in each,
women's participation rates keep rising,
the rates for men rise only with high growth

PAULO FLuim AND HOWARD N FUtLLERTON,JR.

For the first time, the Bureau of Labor Statistics
has developed three significantly different projec-
tions of future growth for the U.S. work force.
Although based on different assumptions about the
labor force participation rates for various popula-
tion groups, all three scenarios anticipate declining
rates of labor force growth. As shown in table 1,
only during the near-term 1977-85 period and only
under high-growth assumptions would the labor
force continue to expand at the unprecedented 2.3-
percent rate of the 1970's. Behind the general
slowdown in labor force growth is the sharp drop
of the birth rate in the 1960's, which means fewer
youths will be reaching working age in the 1980's.
Based on underlying population trends, the scenar-
ios for high, low, and intermediate labor force
growth can be summarized as follows:

High growth. The civilian labor force would reach
126 million persons by 1990, primarily based on a
continuing surge in the labor force participation
rates of women, which would reach 60 percent.
Participation rates for black men would reverse
their recent downward trend and nearly equal the
slightly increased 80-percent rate of white men.
Rates for older workers would decline only
slightly.

Low growth The civilian labor force would grow to
only 114 million by 1990. The participation rates
for women would grow at a much slower pace,
corresponding with a projected increase in current-
ly low fertility rates; their participation rate would
reach only 54 percent. The rates for men and older
workers of both sexes would continue to drift
downward at about the same rates as in the 1970's.

Intermediate growth. The civilian labor force would
grow to 119 million persons by 1990 under this
moderate-growth assumption. The participation
rate of women would continue to advance at its
current pace until 1985, then taper off with more
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moderate increases to reach a 57-percent participa-
tion level by 1990. The rates for men would
continue to drop, but at a more moderate pace.
This would also be the case for older workers.

It is the custom of BLS to update and revise its
labor force projections every 2 or 3 years. The
updates and revisions are necessary because the
actual path of labor force growth has often
diverged considerably from the projections. This
has been especially the case during the 1970's,
when the phenomenal growth of women in the
labor force has far exceeded the projections by
BLS-as well as those of many other forecasters.

The reasons for the divergences between projec-
tions and the actual labor force trends were the
topic of a special evaluation by BLS.' On the basis
of this evaluation, some changes in the methodolo-
gy have been introduced in making a new round of
projections. In addition, three alternative sets of
projections, rather than the typical single projec-
tion, have been prepared.2

Population trends
In making labor force projections, BLS generally

has relied upon the po ulation projections pre-
pared by the Bureau of the Census; this procedure
was followed once again. The specific population
estimates used were those published by the Bureau
of the Census in July 1977, covering the 1977-2050
period.3 The population data for the period
covered by this round of labor force projections-
only 12 years-contain little uncertainty. After all,
even the persons who will be 16 years of age in
1990 are already 4 years old, and thus can be
counted with reasonable accuracy.

There are, of course, some minor problems even
in projecting a population that can be counted.
Important assumptions must be made about the
future course of mortality rates and about net
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migration trends. The decennial census is used as
the starting points for the projections. It has long
been known that census counts are deficient for
some groups.4 Despite these problems, the basic
trends in the size and configuration of the
American population can be charted with some
assurance from now to 1990. The changes implicit
in these trends will have a great impact on the
growth of the labor force.

Perhaps the most important feature of the
population dynamics for the 1980's will be the
sharp decline in the number of youths age 16 to 24,
which is an inevitable consequence of the drop in
the birth rate during the I60's. Reflecting this
development, the civilian noninstitutional popula-
tion age 16 and over, which should grow by 26.8
million or 19.6 percent from 1970 to 1980, is
projected to grow by only 16.4 million or 10.0
percent from 1980 to 1990.

The population trends for the major age-sex-
race groups are shown in table 2. The "net
changes" columns in this table show most dramati-
cally how the past growth of the teenage ranks will
be reversed between now and 1985 and how, with
some obvious delay, this process also will affect the
ranks of those age 20 to 24. Clearly, there will be
many fewer young persons in the late 1980's than
is the case today.

Another important demographic development is
that, while the teenage ranks thin, the population
in the central age groups will swell, as the millions
of persons born in the post-World-War 11 baby
boom reach middle age. The sharp drop in the
youth population combined with the crowding of
the baby-boom cohorts into middle age will have a
large impact on the growth and configuration of
the Nation's labor force. Labor force growth,
however, is also a function of the trends in labor
force participation among the various population
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groups. The projections of these trends is fraught future scenario that is either physically impossi-
with much more uncertainty than the projections ble-such as labor force participation rates exceed-
of population trends. ing 100 percent or dropping below zero-or a

Problems in projecting participation situation that seems highly implausible given the

In projecting the labor force participation rates prevailisg notions about what the future will (or
of the vanous population groups, BLS generally should) be like, BLS analysts have intervened to
has relied on extrapolation of the historical trends alter the course of the extrapolated line.
in the rates for these groups. This procedure, with To illustrate one of the latter problems, if labor
some modifications, was followed again in making force participation rates of women age 25 to 29-
these new sets of projections. The possibility of one of the principal childbearing groups-were
tying the participation projections to the future extrapolated linearly from their rapidly rising
course of other variables which are known to trends of the 1970's, they would cross the rates for
influence participation-wage rates, for example- men of comparable age before the 1980's are over.
was considered, but was rejected as impractical. Could this be visualized as a plausible situation?
Also considered-but deferred at least until further We think not, even if the fertility rate, which is one
research is conducted-was the option of making of the determinants of labor force participation for
"cohort" nrojections, where specific groups are o h eerlnnso ao oc atcpto o
followed through time. this group, remains at its currently depressed

This is not to say that the projections presented levels. And should the fertility rate rise sig-
here are based on purely linear-and mechani- nificantly, these women could hardly be expected
cal-extrapolation of historical trends. They are to enter the job market in ever larger numbers.
not. Where extrapolation of past trends yields a Therefore, in projecting the labor force participa-
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tion rates for women, it seemed logical to apply the
constraint that these rates not be allowed to cross
the participation rates for men of comparable age.

A dilemma of a slightly different nature arises in
making separate projections of labor force growth
by race. Here, linear extrapolations of historical
trends yield an ever-larger gap between the
participation rate of white men and the already
much lower rate of black men. Although certainly
plausible, such a future scenario can be hardly
reconciled with a National policy intended to lead
to an equalization of employment opportunity for
the two races.

Aside from such obvious problems, many other
areas of uncertainty with regard to the future
trends in participation can be listed. Take, for
example, the extent to which the youth of the
future might choose school over work, or vice
versa; the possible impact of recent changes in
retirement legislation on the labor force activity of
older workers; and the future course of transfer
payments and their possible impact on the propen-
sity to work among recipients in all age groups. To
deal more effectively with these and other uncer-
tainties, three different sets of projections, rather
than a single one, were prepared.

The three basic paths
Although yielding significantly different results

in terms of the overall labor force levels for 1985
and 1990, the three sets of projections still have a
considerable degree of commonality among them.
All three are based on assumptions of: further nses
in the labor force participation rates of teenagers
of both sexes; considerable further gains in labor
force activity among women in the central age
groups; and further declines in the participation
rates of older workers of both sexes. (See table 3.)
With regard to these three groups and, particular-
ly. with regard to whites in these groups, the three
sets of projections point in the same general
directions and differ only in terms of the expected
rate of change.

With regard to the participation rates for men in
the central age groups, those for whites are again
projected to diverge little under the three alterna-
tive growth paths. Generally, they are held con-
stant in the high-growth projections, decline only
very slightly in the intermediate-growth projec-
tions, and are allowed to decline a bit more in the
low-growth projections.

The group for which the three sets of projections
differ most radically in terms of direction (or sign)
are black men. For this group, the low-growth
projections follow the declining path which has
been evident in recent years, whereas the high-
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growth projections trace the steep upward-sloping
path that these rates would have to follow if they
were to reach the high-growth rate for white men
by the year 2000. (And the latter, as noted above,
were generally held constant at current levels.)

For some black groups, the high-growth projec-
tions would entail a sharp departure from the
trends in participation exhibited over the past two
decades. Although such a complete turnaround is
unlikely (a few age groups have experienced recent
gains), such projections are useful in illustrating
what has been accomplished and what remains to
be done in order to have blacks sharing equally in
the economic progress of the Nation.

There is also a considerable degree of common-
ality among the three sets of projections in terms of
the most basic changes in the age configuration of
the labor force. Because the important changes in
the population structure are reflected in all three
sets of projections, each shows a large decline in
the size of the youth labor force and a big increase
in the labor force accounted for by persons age 25
to 54. (These changes in the size and configuration
of the labor force are shown in absolute terms in
table 4.) Now, we will examine the basic
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differences among the three sets of projections and
their underlying assumptions.

Intermediate growth path

Under the intermediate-growth assumptions, the
civilian labor force would reach 113.0 million by
1985 and 119.4 million by 1990. Contributing to
this growth would be the expansion of the
working-age population and a rise in the civilian
labor force participation rate from 62.3 percent in
1977 to 66.2 percent by 1990.

The basic assumptions which underlie this
scenario are as follows:

.For men, labor force participation would continue to edge
down, alihough not as fast as over the 1970-77 period. The
overall partieipation rate for mm would be 76.4 percent in
1990 compared with 77.7 percent in 1977.

* The only group of men for whom the paricipation rates
would rise significantly under this scenario are teenagers-
reaching a rate of 64.8 percent by 1990, up from 61.0
percent in 1977.

. Labor force participation rates of women would rise
substantially, with the rise continuing at the pace of the
1970-77 period, then slowing down gradually to a more

moderate rate of increase. Under these assumptions the
overall rate of labor force participation for women would
rise from its 48.4-percent aveage for 1977 to 54.8 percent
by 1985, reaching 57.1 percent by 1990.

* For older workers, both men and women, labor force
participation would continue to decline under this scenario,
hut at a much slower pace relative to the drop registered

over the 1970-77 period. For men age 55 and over, the
labor force participation rate would drop from 47.5 to 38.0
percent between 1977 and 1990; for women age 55 and
over, the rate would edge down from 22.9 to 19.3 percent
over the same period.

Continuing the pattern of the 1970's. the overall rate of
participation would increase mom for whites than for the
'black and others component of the population. The
civilian labor force rate for whites would rise from 62.6 to
66.9 percent over the 1977-90 period, while the rate for
'black and others- would rise from 60.0 to 62.0 percent.
Neverthless, because of the much more rapid increase in
the black population, the proportion of the labor force
accounted for by "black and other races" would still
increase some-from 11.6 to 13.1 percent

Under these assumptions, women would con-
tinue to increase their share of the labor force,
which would reach 45 percent by 1990, up from 41
percent in 1977. Another important development,
inherent to this as well as the other two scenarios,
is the large growth in the proportion of the labor
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force in the central age groups. Reflecting, primari-
ly, the sharp decline in the youth population and
the anticipated continuation of the decline-albeit
at a reduced pace-in labor force participation
among older workers, the proportion of the work
force accounted for by persons age 25 to 54 should
expand from 61 to 70 percent over the 1977-90
period. The growing labor force role of persons age
25 to 54, who have considerable work experience
and are generally very productive, should help to
sustain the economic growth of the Nation.

High-growth scenario
Under the high-growth scenario, the civilian

labor force would reach 117.0 million by 1985 and
125.6 million by 1990. Most of the growth
underlying these assumptions would be accounted
for by women, whose civilian labor force participa-
tion rate would rise to 57.1 percent by 1985 and to
60.4 percent by 1990. The basic assumptions which
underlie the high-growth projection are the follow-
ing:

. At least for the initial years of the projection period, the
participation rates for women in the young and central age
groups would continue to mse at the very rapid pace of the
most recent years. (However, in no case would the rates for
women crosw the rates for men of comparable age.)
The historical downward drift in the participation rates of

white men in the central age groups would come to a halt,
with these rates remaining essentially constant or rising
slightly during the projection period.

i The participation rates for black men would not only halt
their historical decline but would tars upward, so as to
converge with the rates for white men of comparable age by
the year 2000. However, they still would differ considerably
in 1990.
* The participation rates of persons age 65 and over would
not decline any further during the first 8 years of the
projection period, reflecting the temporary nmpact of the
recent legislation raising the minemum age of mandatory
retirement to 70 to the private sector and banning the
practice altogether for Federal workers.

Under this growth path, the proportion of the
labor force accounted for by women would grow
slightly faster than under the intermediate-growth
scenario. With high growth, it would expand from
41 percent in 1977 to 46 percent in 1990. These
projections would also entail a very significant
expansion in the proportion of the labor force
accounted for by blacks, whose participation rates
under this scenario are assumed to move toward
convergence with white rates. Should the path
toward convergence be followed, there would be
an increase in the "black and other" share of the
civilian labor force from 11.6 percent in 1977 to
13.8 percent by 1990.
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In terms of age distribution, the high-growth
assumptions would imply an increase in the labor
force proportion of persons age 25 to 54 from 61
percent in 1977 to 69.0 percent in 1990-an
increase only slightly smaller than that implicit in
the intermediate-growth scenario.

Low-growth scenario
Under the low-growth scenario, the civilian

labor force is projected to grow only to 108.9
million by 1985 and to 113.5 million by 1990. As
shown in table 1, this would imply an annual rate
of growth of 1.4 percent (compounded) for the
197745 period and 0.8 percent for the 1985-90
period, substantially below the growth rate of 2.3
percent for the 1970-77 period. This very low rate
of labor growth could be attained if:

. The labor force participation rates for adult men would
continue to drift downward, at least for the imtial years of
the projection period. This would lower the civilian labor
force participation rate of men to 73.3 percent by 1990,
down from 77.7 percent to 1977.
.The rise t the labor force participation rates of women of
child-bearing age would be slowed down considerably by a
rebound from their currently low fertility rate. It was
assumed for the purpose of these projections that, begin-
eang in 1980, the fertility rate would move toward the Series
I path to the Census projections, implying that each women
would have an average of 2.7 chilrn compared with the
average of 1.8 children in recent years.O Principally because
of this constraint, but also because the labor force rates for
women outside the child-bearing group would be assumed
to rise at a lesser pace than under either of the other two
scenarios, the overall civhian labor force participation rate
for women age 16 and over would rise to only 53.8 percent
by 1990, up from 48.4 percent in 1977.
* The participation rates for older workers would continue
to decline roughly at the pace of the 1970's, the hypothesis
being, in part, that the recent changes in legislation
concerning mandatory retirement might not have any
impact on the labor force trends for older workers.
* The participation rates of teenagers would continue to
advance but at a slower pace than implied in the other
growth scenaros.

There are not yet any signs that the hypothe-
sized rebound in the fertility rate, which is crucial
to these participation assumptions, is about to take
place. There are, nevertheless, some demographers
who believe that it will take place. Richard
Easterlin, for example, believes that the decline in
the youth proportion of the population during the
early 1980's will be accompanied by exactly such a
phenomenon.r

Even under this scenario, however, the propor-
tion of the labor force accounted for by women
would expand significantly-from 41 percent in
1977 to 45 percent in 1990. There would again be a
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substantial rise in the proportion of the labor force
accounted for by persons age 25 to 54, as this is a
development stemming essentially from population
dynamics that are the same under each of the three
scenanos. On the other hand, the racial composi-
tion of the labor force would change very little
under these assumptions, as the participation rates
for some black groups are allowed to decline
considerably, nearly offsetting. the increase in the
black proportion of the population.

Socioeconomic implications

Inherent in the labor force growth paths traced
by these sets of projections and in the population
trends which underlie them are some important
implications for the social and economic develop-
ment of our Nation during the 1980's. There
should be, for example, some improvement in the
employment situation of youths. In general, the
labor force should be more mature and thus
somewhat more productive; the ratio of nonwork-
ers to workers in the total population would
narrow in at least two of the scenarios, a develop-
ment that should lead to further improvements in
our overall standard of living.

The coming decline in the youth population
should lessen the competition for jobs among
youths, narrowing the relative gap between their
jobless rates and those for older workers. This gap
was much smaller before the youth population
began increasing rapidly during the mid-1960's,
and its subsequent widening has been directly
linked by some economists to the "crowding"
effect caused by the entry of ever-larger numbers
of youths into thejob market.

8
Of course, the sharp

reduction in the number of youths should also
have a negative impact on college enrollments and
on the production and marketing of those goods
and services traditionally aimed at the youth
market.

It should also be noted that the decline in the
youth proportion of the population will not be
nearly as pronounced for blacks as for whites. The
black population historically has had a much
higher birth rate than the white population and,
thus, a larger component of young persons. This
will continue to be the case. Although the birth
rate also has been slackening among blacks, the
number of black youths is still projected to rise
slightly during the 1980's. Because black youths
traditionatly have had ven,, hioh --ennln-n-t
rates, the increase of the black proportion of the
youth population will tend to keep the overall
youth jobless rate high. It can be hypothesized,
however, that even black youths will benefit

substantially from the reduced competition for
jobs among youths in general.

Although the number of youths in the labor
force will drop, the number of workers age 25 to 54
will expand considerably, reflecting the gradual
aging of the post-World Wai 11 baby boom. (See
table 5.) The implications of this development are
that the labor force, in general, will be more
mature, composed of persons with considerable
work experience, and, supposedly, very productive.
In terms of potential output, this development
should tend to offset, at least partially, the effects
of the numerical decline in labor force growth
during the 1980's. But it is worth noting again that,
under all three sets of projections, there would be
an increase in the proportion of the labor force
who are women; this also has considerable
implications in terms of potential output. The
consequences of this development, as far as output
is concerned, will depend heavily on the extent to
which women-particularly those with children-
will be able to work on a full-time basis.
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Another important implication of these projec-
tions is that persons age 55 and over, and
particularly those over 65, will continue to show an
increased preference for leisure over work. The
three sets of projections differ in this respect only
in terms of how much lower the participation rates
of older persons may go. Under the high-growth
assumptions, these rates would decline very little;
in the low-growth scenario they would continue to
drift downward as they have over the past decade.
The rationale for these assumptions is that,
although the recent changes in mandatory retire-
ment legislation might be expected to slow the
decline in participation among the 65-69 age
group, a sudden upturn in any of the rates for older
workers is unlikely. With the general tendency
toward earlier retirement expected to continue, the

rtion of older persons who are outside the
laboirforce is projected to be larger in 1990 than it
is now.

Despite this projected development, the "eco-
nomic dependency ratio," that is, the ratio of
nonworkers to workers in the entire population,
including children, should narrow considerably
during the 1980's. This ratio stood at 117.8 in 1977,
meaning that there were 117.8 nonworkers for
every 100 workers in the population. Assuming
that the birth rate will not increase much from
current levels, the dependency ratio would decline
considerably, both under the high-growth and the
intermediate-growth scenarios. Only under the
low-growth scenario, which is predicated on a
sharp rise in the birth rate and on a very small
increase in the overall labor force participation
rate, would the "economic dependency ratio"
remain at current levels (1977=117.8), as shown in
the following tabulation:

L-ed of labo, force growth

High growth -.
Intermediate growth ......
Low growth

EcoorniC
depei~nmy ratio

1985 1990

92.2 85.0
99.0 94.5

115.2 120.3

The implications of the high-growth and inter-
mediate-growth scenarios with regard to the
dependency ratio is that each worker would have
fewer nonworkers to feed, clothe and house-this
should help improve our overall standard of living.
Even with low rates of labor force growth and a
sharp rebound of the birth rate, there still would
not be a significant widening of this important
ratio during the 1980's. The ratio is, of course,
expected to widen considerably after the year 2000,
when the post-World War 11 babies, who are now
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entering the central age groups, begin to retire. But
that is a development far beyond the scope of these
projections.

As already noted, the implications for blacks
vary considerably with each of the three scenarios.
Under the high-growth scenario, the labor force
participation rates for blacks would move toward
convergence with the rates for whites. For black
men, this would imply a sharp reversal of long-run
trends and a return to the situation in the mid-
1950's, when their participation rates differed little
from those of white men. Since then, their
participation rates have dropped much more
rapidly than those of white men, creating a
substantial gap. In this context, the high-growth
scenario, which would gradually lead toward a
complete elimination of this gap, might be regard-
ed as illustrative of the difficult path that has to be
traveled to have black men participating fully in
the economic life of our Nation.

The labor force trends of black and white
women have been much different. Although
participation has been increasing at a faster pace
for white than for black women, the rates for black
women in the central age groups are still higher
than those for white women. The question is: with
participation among white women fast approach-
ing the level for black women, will the rates for the
two groups gradually converge and then move
together, or will they cross and diverge? Here, as in
the case of men, the high-growth scenario would
imply a gradual movement toward parity in the
rates for the two racial groups. In the two other
scenarios, the rates for white women would cross
and eventually exceed those of black women.

Summary and eonclusions
Labor force growth should slow down during

the 1980's, largely because the working age
population will be expanding much more slowly
than during the 1970's. The youth labor force
should actually decline considerably, reflecting the
protracted decline in the birth rate during the
1960's and early 1970's. Concomitant with this
development should be a significant increase in the
proportion of the work force age 25 to 54.

The precise extent to which these developments
will affect the size and configuration of the labor
force depends on the assumptions made about the
future participation rates of the various population
groups. For each population group, we projected
the participation rates according to three different
paths. These alternative rates were then applied to
the population estimates, with the results being
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aggregated into a high-growth scenario, an inter-
mediate-growth scenario, and a low-growth scen-
ario. The resulting labor force levels for 1990 were,
respectively, 125.6 million, 119.4 million, and 113.5
million. There is, of course, nothing sacred about
these numbers. Each represents nothing more than
the labor force levels that would be reached if the
alternative assumptions made about the labor
force trends for the many population groups were

to come true or if, alternatively, overprojections for
a group or set of groups were to be offset precisely
by underprojections for another group or set of
groups. The probability that the actual labor force
trends will follow either of the three scenarios
exactly may not be very high. Nevertheless, the
three sets of projections should shed some useful
light for planners and policymakers on the possible
paths of future labor force growth. 0
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APPENDIX: General assumptons and methodology

In addition to the specific assumptions which
were made for each of the scenarios, some general
assumptions which apply to all the projections
discussed above should also be pointed out.

It was assumed, for example, that there will not
be any substantial changes in the current definition
of the "civilian labor force."' It was also assumed
that there will not be any major wars or major
social disorders which would radically alter either
the demand for labor or the propensity to work.
For the purposes of these projections, it was
assumed that general demand would not depart
significantly from the basic trends of the past two
decades.

Projecting the participation rates. Projections of
labor force parti. ipation were made separately by
sex and race for youths age 16 and 17, 18, and 19,
and for adults grouped into 5-year age groups
through age 74. in addition, for women age 20 to
44 labor force participation trends were projected
separately for those expected to have young
children and for those not expected to have any
young children.

For each group, the average annual change in
labor force participation was obtained by regress-
ing participation against time. Two different rates
of change in participation were obtained for each
group by fitting a regression line on the 20 annual
observations for the 1958-77 period and by fitting
a separate line on the observations for the 1970-77
period. For youths and women, the data for the
1970-77 period yielded generally higher rates of
increase in participation than did the observations
for the entire 1958-77 penod. For adult men, the
shorter period yielded generally greater rates of
decline in participation than did the longer period.

For most groups, the coefficients from the two
regressions were then used to extrapolate two
different participation trends into the future, with
the 1977 participation rate for the group being
used in all cases as the takeoff point. (In the
projections published in 1976, the takeoff point
was the average for the iast ihree annual ubscit -
tions.) In some cases, however, as will be noted
below, the coefficients were either increased or
decreased judgmentally. Also, in nearly all cases,
the amount of change in the extrapolated line (r)
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was reduced exponentially according to the follow-
ing equation:

F. _ rg _ (i .r.,)/276

where i is the number of years since 1977, and 276
is the sum of the digits for the years covering the
1977-2000 period.

The effect of this formula is to gradually reduce
the rate of change to zero by the year 2000, but the
tapering effect is almost insignificant during the
first few years of the projection period.

This method yielded two of the three extrapola-
tion lines needed to make three alternative projec-
tions for each group. A third line was needed and,
depending on the course of two extrapolated lines,
was placed either in the middle by computing a
weighted average of the two lines or outside (and
generally above) the two regression-derived lines.
An outside placement was achieved by simply
increasing or decreasing one of the coefficients or,
as in the case of black men, by tracing a path that
would bring their rate to eventual convergence
with the rate for white men.

For white youths age 16 to 24, for example, the
extrapolation of the 1970-77 trend diverged very
widely from the extrapolation based on the 1958-
77 trend. In this case, these two lines were used,
respectively, for the high- and low-growth scenario
and the line for the intermediate-growth scenario
was obtained through a weighted combination of
the other two lines:

Intermediate rate = '.high rate + (I-b) -low rate

where b = 0.90, and i is the number of years since
1977.

For most other groups, except for women age 20
to 44, the two regression derived lines did not
diverge as much and generally were used to project
the low and the intermediate-growth paths in
participation trends, with their rate of change,
again, being exponentially reduced and, in some
cases, with the coefficients being changed judg-
mentally so as to produce what seemed to be more
plausible future path. In these cases, the third
projection line, used generally for the high-growth
scenano, was obtained in various ways, as summa-
rized below:

For white men age 25 to 29, the highest plausible
path of their participation was assumed to be a line
that increased at the same rate that it had declined
over the 1958-77 period; for those age 30 to 45, the
fastest increase was assumed to be half the rate of
the long-term decline; and for those age 45 to 64,
the highest plausible path assumed that the long-
term decline would simply stop, with the rates
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remaining constant over the projection period. For
men age 65 and older, participation under the
high-growth assumptions was held constant until
1985, based on an assumed temporary effect of the
recent changes in retirement laws. After 1985, the
rate was allowed to decline in a line parallel to the
intermediate-growth path. For black men age 16 to
64, the high-growth lines represent the paths which
their participation rates would have to trace if they
are to reach party with the projected rates for
white men of comparable age by the year 2000.
These paths were obtained through the following
equations:

r = lln(blk Ufpr-) - ln(wht tfpr.)l/23

and then using this equation to obtain the labor
force rate in year i by:

blk I firi = blk Ifprove en

For women age 20 to 44, whose participation
rates have been rising at an increasing pace during
the 1970's, the projections for the three scenarios
were made as follows. The 1970-77 trend lines for
each 5-year age group were extrapolated as the
participation projections for the intermediate-
growth scenario. The high-growth lines for these
groups were obtained by simply increasing the
coefficient derived from the short-term regression,
assuming that, at least for the immediate future,
participation for young and middle-age women
could continue to rise at a very fast pace. However,
an important constraint was applied to these
extrapolations. In no case were the participation
rates for women allowed to exceed the projected
rates for men of comparable age. Where rates for
women would have exceeded the rates for men
before 1990 despite the application of the tapering
formula described above, the rate of increase was
reduced to zero (again, exponentially) by 1990.

To the extent that there may be a negative
relationship between the labor force rates of these
women and their fertility rates, the assumption
implicit in both the high and intermediate-growth
paths was that fertility would remain at the
relatively low levels of recent years.

For the low-growth projections, on the other
hand, it was assumed explicity that the fertility rate
could rise significantly in the coming years,
returning to the levels of the early 1960's and, thus,
slowing the rise in labor force participation among
women. Specifically, it was assumed that fertility
would follow the path in the Series I population
projections made by the Bureau of the Census. To
trace the path of labor force participation under
these assumptions, the population of women age
20 to 44 was divided into two groups: those
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expected to have children under age 5; and those
not expected to have any young children. The
separate participation paths for these women were
then projected on the basis of the trend in their
participation rates as measured each March over
the 1970-77 period. In this case, two constraints
were applied: the rates for women in either of the
two groups were not allowed to exceed the rates for
men of comparable age; and the rates for women
with children were not allowed to exceed those for
women without children.

As a final step, which can be rationalized by the
fact that, as of mid-1978, there were no solid signs
that the birth rate was about to rise significantly,
the low-growth participation projections for these
women were not allowed to diverge from the
projected intermediate-growth rates for women of
the same age until after 1980. Implicit in this last
constraint is the assumption that the birth rate is
not likely to rise much above current (1978) levels
until after 1980.

This describes the general methodology used in
projecting the participation rates. Those who are
interested in more specific detail should contact
the authors of this report.

Appliration ofparticipation projections. The process
followed in applying the participation projections
to the projected population estimates-thus gener-
ating the projected labor force levels-was as
follows. For all groups, the projected rates of
change in participation for each year of the
projection penod were applied to the previous
year's ratio of the total labor force, including the
Armed Forces, to the total population as projected
by the Bureau of the Census. This yielded the
levels of total labor force, including Armed Forces.
To translate these into a civilian labor force
concept and to compute the civilian labor force
participation rates, two other steps were necessary:
removal of the institutional population from the
total population; and removal of the Armed
Forces both from the population and labor force
projections. Removal of the institutional popula-
tion was accomplished by applying to the total
population a senes of constant ratios equal to
those published by the Bureau of the Census with
their most recent population estimates.2 Thne
Armed Forces were subtracted both from the
population and total labor force projections based
on data supplied by the Defense Department, the
long-term goals of which are for a total of about

2.1 million personnel, one-tenth of whom would be
women. For our purposes, it was assumed that
these goals would be reached (from currently lower
levels) by 1983, and that both the size and sex
distribution of the Armed Forces would remain
constant for the balance of the projection period.

Accuracy of populafion estimates. The Bureau of the
Census' population projections begin with the 1970
census. Additional steps include aging the popula-
tion and making the proper allowances both for
the known and the projected course of births,
deaths, and net migration. In the final analysis, the
projected size of the population may differ from
the actual "true" size both because of possible
enumeration problems in the decennial census as
well as because the actual course of births,
mortality, and net migration may differ from the
projected trends.

With regard to the population estimates used in
projecting the labor force until 1990, it is worth
noting again that they cannot be directly affected
by any changes in the birth rate during the
projection period. Although changes in mortality
rates would impact on these population estimates,
they are likely to have little effect on the labor
force, since they would tend to fall in the older
population groups where participation in the labor
force is very low.

Of more importance in terms of the labor force
projections are possible changes in the population
estimates which might have to be made to reflect
the findings of the 1980 Census or of the quinquen-
nial census scheduled for 1985. It is also possible
that the population projections might eventually be
revised to reflect a better knowledge of the net
migration trends, particularly with regard to the
inflows of the so-called "undocumented aliens."
Nevertheless, relative to the size of the total
population of working age, these revisions are not
likely to loom very large. 0
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Senator SARBANES. Well, I have some more questions; but I think inthe interest of fairness and comity between the Senate and the House,
and certainly in the interest of my very close relationship with my col-league from Maryland, I defer for the time being, and yield to Con-
gressman Mitchell.

Representative MITCHELL. I am very pleased, Senator, that being inthis more august body has not changed you.
Senator SARBANES. If it had, you would call me to task very quickly.Representative MITCHELL. Madam Commissioner, I am still one ofthose lonely voices saying, "I see a recession. I see it just as clearly as

I possibly can." All the factors are in place. All the indicators suggest arecession.
I want to pursue one point this morning with regard to an impendingrecession. As we have said so many times, we know it is coming. Wejust don't know when. We don't know how deep it is going to be andthe duration of it. But let me ask you about what has occurred in thelast couple of months.
During the last couple of months the percent of industries in whichemployment increased has gone way down. We have seen a significant

drop in the number of industries showing increases in employment. Thepeak, with regard to this category, came around November 1978. Sincethat time it has gone steadily down. In my interpretation, this is justbut one more indicator that we have a recession coming up. Prove mewrong, based on-how would you interpret that drop, the steady dropsince November of 1978; and an even more steady drop, a sharp drop,in the last 2 months?
Ms. NonwooD. Congressman Mitchell, I can't prove you wrong, andI can't prove you right, either, because I think we really don't know.It is clear, as you say, that the diffusion index reached a peak in thefourth quarter, and it has been going down since then. And as I said inmy statement, we have 2 months which have been below 50 percent.

That clearly shows that employment growth has slowed down, withoutany question. But I don't think we can generalize further from that.
Representative MITCHELL. I always enjoy your monthly visits beforethis committee.
Ms. NORWOOD. So do I.
Representative MITCHELL. I enjoy them tremendously. I have some

questions ait times as to whether or not, really, you should be with theState Department; but that is another issue. Your answers are alwaysso very diplomatic.
Senator SAREANES. I wouldn't visit that punishment on the Commis-sioner. [Laughter.]
Representative MITCHELL. Strangely enough, I have a continuing in-terest in black unemployment; and I see, again this month, not verymuch has happened. In May of 1978, the black total was 12.3 percent;

January 11.2, February 11.9, March 11.2, April 11.8, May 11.6. Weremain at least twice as high in all categories in terms of a black un-employment, which causes me to raise a question.
No. 1, does this rate remain high, in your opinion, because of theinadequacy of present governmental effortsc n cut-to rpdu1licp black

unemployment? Or, No. 2, does it remain high because the presentgovernment efforts are not sufficiently funded? Or, No. 3, does this
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black rate remain constantly high, as it has been for the last 2 years,
because somehow or other we assume that if we reduce black unem-
ployment, we are going to contribute more to inflation?

Ms. NORWOOD. I think those are difficult questions, and I would have
to say that I don't really know why this condition is continuing. I
certainly do not want to comment on the particular programs or pro-
gram effects, but I think it is clear that the relationship of the un-
employment rate of blacks to whites is very worrying. But it is a prob-
lem that has been persistent. There have been many explanations. You
know them, certainly, as well as I, and we obviously have not suc-
ceeded in finding the answer.

Representative MITCHELL. Well, it is deeply troublesome to me, as
you would imagine; and I fear that it is going to have a significant
impact on the political scene in, perhaps, the next year or the year
following.

I think that the unemployment remains the most burdensome prob-
lem in the black community. My fear is that anyone who seeks the
Presidency, or any other office, is going to be in serious difficulty with
black voters unless there is a substantial reduction in black unemploy-
ment; or unless some candidate is prepared to come up with a mean-
ingful program for the reduction of this problem. We just have lived
with it too long.

Let's talk a little bit about youth unemployment. As you know,
that rate is astronomicallly high for blacks and minorities. And, as you
further know, the President and the Congress anticipate that next
year we will have fewer Government jobs for youth in the summer. I
raise the question, really looking ahead to next year-what are the
prospects, in your opinion, for youth employment this summer in the
private sector? Does it look good in the light of the slowdown in em-
ployment rates? What are the prospects?

Ms. NORWOOD. If you take the group from 16 to 24 years old, we
expect that group to reach 28 million this summer, which is 4 million
larger than the group was last year.

You are quite right that, in addition, the school-age labor force in-
creases sharply each summer. There are a number of federally funded
programs, which I know, Congressman, you are well aware of. It is
hard to knw what tIhe private sector -will do.

You are quite right that we are now, in the month of May, having
an employment slowdown. But it depends upon the kinds of jobs
that might be developed for these people, and how the arrangements
are made. I really have no particular evidence of what might happen,
except that we can expect a larger number of young people to be
looking for jobs in the summer.

Representative MITCHELL. I guess I'll learn to be a good politician,
one of these days. A good politician never comes out and makes a flat
definitive statement. I always come out and make one. That's why I
am not a good politician.

The chances are going to be much worse, based on my reading. If
there is a consistent slowdown in employment, if the growth rate is
slowing, if there is not an expansion of production in the private sec-
tor, I think that the chances of youth being employed in the private
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sector this summer are much less than they would have been last year.
Ms. NORWOOD. I think that is certainly correct, sir. And I think the

question is whether Government programs might have some effect on
that.

Representative MITCHELL. Very little, based on the budget that was
just passed by the Congress. What we did last year in the budget-
we really were not very effective in addressing this problem last year,
in our budget prepared for this summer. To add on to the problem;
where there have been opportunities for summer youth jobs, most often
it has been in fast-food services and that kind of thing. My specific
question is: To what extent does the alleged gasoline shortage-to what
extent has that contributed to the increase in unemployment; and to
what extent will that act in an inimical fashion in terms of youth
employment this summer?

*Ms. NORWOOD. As always, Congressman Mitchell, it's a very good
question that you pose. But I don't have an answer to it. I can say that
it's very difficult to relate gasoline shortages to employment. We know,
for example, that the Energy Department certainly anticipates that
this summer there will be some shortages. We don't know how great
the shortages will be. We don't know where they will be. We do know
that there is an allocation system for gasoline that is based upon the
total years' use of gasoline, so that would benefit places where there
is high summer use of gasoline.

We also know that the allocation system apparently provides for a
set-aside of 5 percent for the Governor's use. But we have no way of
knowing how the Governor in a particular State will decide to use that
set-aside system that he has.

We did try to take a look at this problem, not focusing specifically
on what might happen this summer, but rather we sort of sat back
and said. Chow could we get a handle on this? Maybe what we ought
to do is go back to the period after the oil embargo in 1974, and see if
we can find out whether anything happened then that was different
in particular industries."

Well, the first thing we found was that it was almost impossible to
define a specific tourism industry in the data. So, we then decided that
one of the ways we could do this was to look at it by county; and there
are some counties which clearly have a heavy proportion of employ-
ment recreation industries in them, or tourist industries. We did go
back and look at that. Obviously, none of this is conclusive because it
is just an association, not a causation.

But we did find that in early 1974, after the oil embargo, there was
a change in the employment situation in places like Williamsburg, Va.;
the State of Vermont; Disney World, the Orlando area. On the other
hand, there were many other areas like Ocean City, Md.; Aspen, Colo.;
where there was no change in the data. So I don't reallv have any an-
swer for you. We are interested in this. We just haven't figured out a
way to get at it.

Representative MrrcxnELL. Thank you, Commissioner. This is always
the grimmest day of the month for me, when we get this data. It is grim
simply because I am concerned, as I know all my colleagues are, con-
cerned, about the persistent rate of high black unemployment which,
in my view, is a clear and present danger to this country. I am so
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despairing and so desperate that today I was driven over to the Re-
publican stide.

Thank you, Senator Sarbanes.
Senator SARBANES. I do want, for the sake of the accuracy of the

record, to enter a very strong disclaimer to Congressman Mitchell's
statement that he's not a good politician; he's an extremely good one,
and that comes from someone who regards being a politician as an
honorable profession.

Commissioner, I just want to follow up very quickly. I share Con-
gressman Mitchell's very deep concern about these figures, and not
only the overall figures, but the composition of them, and the fact
that black teenage unemployment is at 37 percent. That's just an ex-
traordinary figure.

Let me ask this question: Is that a figure that has been rising over
time?

Ms. NORWOOD. It's been rather steady.
Senator SARBANES. Over what period of time? I mean, have we

always had two-fifths of our black teenagers, aged 16 to 19, unemployed
in this country?

Ms. NORWOOD. It's been fairly stable or level for 6 or 7 years, but, of
course, we have had in that period a very large increase in the number
of young people in the country. That, of course, is changing.

Senator SARBANES. That's on the downward slope now. In other
words, the addition of young people to the labor force is declining. Is
that correct ?

Ms. NORWOOD. That's right. The population is declining. I don't
know what the labor force will do.

Senator SARBANEs. Fine. Are the additions to the labor force, as you
see them, given the increases which have occurred-you particularly
noted women coming into the labor force, which may have reached the
peak, for all we know-does that hold out the prospect that employ-
ment growth can slow down without the unemployment rate going up?
Or are we to see a slowdown in employment growth as a strong signal
that the unemployment rate is on its way up?

Ms. NORWOOD. That's, of course, a projection that we don't have any
crystal ball to discern. Clearlv, vou're auite right that it depends. to a
large extent, if the slowdown continues, uDon what happens to the
labor force. We have had situations where there have been changes in
the economy, and the unemployment rate certainly does not take off
to lead that change in the economy. It lags a bit. It's perhaps coincident
with the change, so I think that one big question is: What will happen
to the labor force? We don't know that.

I certainly do not want you to think that I am suggesting that the
continued entry of women into the labor force is going to stop. 13m
just saying that over the last couple of months we have had a slow-
down in the labor force growth, and I don't know whether that is a
forerunner of something that is going to stay with us or whether it's
a temporary thing.

Senator SARBANES. If you were one-well, let's assume a strong com-
mitment to full employment and the view that it's essential to develop
an economy that offers job opportunities to all its people. Working
off that premise, which of the figures here with respect to unemploy-
ment should be of deepest concern?
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Ms. NORWOoD. Well, I think it's clear that the problems we have in
unemployment are what are generally called structural. They affect
particular groups of the population and, therefore, if we're going to
be able to cope with them, we've got to find programs that will affect
those groups.

That's really, I think, what Mr. Mitchell was suggesting.
Senator SARBANES. So you're concerned really more with the com-

ponents of the overall figures than with the overall figures themselves.
Is that correct?

Ms. NORWOOD. Well, I believe in looking at all kinds of data, sir, but
if you look at tables which show the unemployment rates for different
groups of the population-

Senator SARBANES. What's this? Table A-2?
Ms. NORWOOD. A-2, toward the middle. You will find, for example,

that the unemployment rate for married men as a group is 21/2 percent.
The unemployment rate -for married women as a group is 5.2 percent.
Those rates are very different from the rates, for example, if you
separate out whites from blacks; or if you separate out teenagers, you
will find the rates very, very different.
-So there are some groups of the population which seem to be doing

fairly well.
Senator SARBAwis. Now, do you have the figure for married men or

married women for blacks and whites separate?
Ms. NORWOOD. We don't have it here, but we can submit it for the

record.
Senator SARBANES. Do you know if the gap in that area is roughly

equivalent to the gap which exists for adult men and women generally,
which is roughly, well, it's more than twice ?

Mr. STEIN. For married men, I believe, the gap is somewhat less
between black and white groups than it is overall for all adult men.

Senator SARBANES. Could you submit those figures for the record?
I think it would bhe helpful to have that.

Ms. NORWOOD. Yes.
[The information referred to follows:]

1978 ANNUAL AVERAGE UNEMPLOYMENT RATES

Ratio of black to
White Black and other white

Married men -2.6 4.8 1.8
Married women -5.1 8.7 1.7

Senator SARBANES. With respect to your statement where you talk
about productivity declining 4.6 at an annual rate in the private busi-
ness sector, down 3.2 percent in manufacturing-when was the last
time we had any figures that approached that with respect to produc-
tivity declining in our economy?

Ms. NORWOOD. I don't know exactly.
Senator SARBANES. That's really an extraordinary set of figures,

though, is it not?
Ms. NORWOOD. Yes. Although as you know, for the first quarter of

the year, there are always special situations because of the changes
that occur, because of legislative requirements. We've had minimum
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wage increases, for example, which take place generally in January.
We have also had changes in the social security laws. That's one of the
reasons that I compared the first quarter with a year ago rather than
first quarter to fourth quarter.

We did have, as Mr. Layng has pointed out to me, about the same
drop last year in the first quarter in the private business sector-4.6
down. In the first quarter of 1979, it was minus 4.5. In the first quarter
of 1978, the rate over the whole year of 1978, was plus 0.3-a very, very
slow rate of growth-productivity-very poor productivity.

Senator SARBANES. Senator Javits.
Senator JAVITS. Ms. Norwood, what is the connection, in your judg-

ment, if any, between this terrible failure of productivity in this tradi-
tionally the most productive country in the world and the very sticky
unemployment figures? Especially at the level of youth, you would
expect the greatest gains to be made in the productivity of the country.
Is there any connection, in your judgment?

Ms. NoRwOOD. Well, I think there are several things.
First of all, of course, the extraordinary growth of the labor force

has meant that there have been a lot of new workers, young workers,
and new workers coming into the labor force who have had less ex-
perience and perhaps less training than people who have been in the
labor force for a longer period of time. And, therefore, you would ex-
pect that that change would have a downward pull on productivity.

That change in the composition of the labor force should improve
as these people get more skill, more experience, and become older.

We had a period of very, very string employment growth, and there
is a tendency, of course, when we've had the kind of expansion we've
had, for employers to feel that they are going to have continued very
high increases in orders and, therefore, to go out and hire more and
more people.

And I think there's been some of that happening, which, of course,
also would reduce the productivity figures some.

Senator JAVITS. Now what about the sensational increases in labor
costs as contrasted with the rate of inflation? What connection do you
see there?

Ms. NoRwooD. Well, we have had, certainly, in the 16-percent range-
that's very high labor cost. If you look at compensation per hour,
which includes fringes as well as salaries and wages, we've had about
an 11-percent increase in the first quarter.

But the first quarter figures were affected by some special factors.
Over the year, wages have been increasing at roughly 8 to 9 percent,
depending on the particular measure you use. And as we know, the
rate of price increase has been at least that; therefore, real earnings
have been either absolutely level or have declined, depending upon
the particular index you use.

Senator JAvrrs. And again, is it not a fact that if the productivity
growth were normal-which generally speaking in our history has
been 2 to 3 percent per annum-that the inflationary factor of labor
cost with relation to price would be very materially reduced ?

Ms. NORWOOD. Absolutely.
Senator JAvrrs. Doesn't that also have some bearing on whether or

not there is adequate capital investment in the economy in order to
maintain its efficiency? You would agree with that?
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Ms. NoRWOOD. Yes; I think so. I think the question of the capital-
labor ratios is one of the most serious we have to deal with in im-
proving productivity.

Senator JAvrrS. Now is there anything you could give us from the
statistical side, which is your department, that would link these things
together-that would give us any lesson in what we ought to be
doing-for example, whether we ought to stimulate capital invest-
ment. You already said, I gather, that we certainly ought to target
in on training, especially for new and young workers, and therefore
that whatever would bring that about would be helpful to the
economy.

Ms. NORWOOD. We have done some studies in trying to look at the
contributions of the various factors on the productivity change, and
I will be glad to submit a statement for the record on that. Such a
statement could get to the kinds of issues you've been raising-the
capital-labor ratio, the question of the composition of the labor force
and its effect, possible cost of regulation, and so on.

Senator JAvrrs. Skill of the labor force, and also the morale of the
labor force.

Ms. NORWOOD. Yes; that's certainly so. There has been a commission
of the National Academy of Sciences that has been reviewing the
whole question of productivity and productivity measurement. That's
been headed by Al Reese, formerly of Princeton University. They
should be making their report this month. We have already been
working very closely with them and have been looking at the possi-
bilities of expanding our analytical program to look really at what,
I suppose, we might call multifactor productivity, because labor pro-
ductivity is, of course, one aspect of all the factors of production, and
we do hope to move more rapidly into that field.

Senator JAVITS. Well, to me, this is the central failure of our sys-
tem-the way in which productivity growth has diminished and the
seemingly intractability of it.

Senator SARBANEs. Before it slips, I think it would be good if we
take the Commissioner up on that report.

Senator JAvrrs. Oh, of course, not only the paper which she'll give
us-which I ask unanimous consent may be made part of this record-
but also the followup.

Senator SARBANES. Without objection, so ordered.
[The paper referred to follows:]

PRODUCTIVITY DEVELOPMENTS

What ha8 been happening to productivity?
Last year, productivity as measured by output per hour of persons in the

private business economy (the largest sector for which we have aggregate
measures) rose 0.3 percent, extending a decelerating trend which has been taking
place since the mid-1960's. From 1947 to 1965, productivity grew at a rate of 3.2
percent per year and since 1965 it has risen by one-half that rate-1.6 percent
per year.

The decline since the mid-1960's, however, must really he broken into two
periods-the period from 1965-73 and the period from 1973 to the present. The
factors affecting productivity in each period are quite different. Moreover, the
economic sectors which contributed to the deceleration in the first period were
different from those in the more recent periods. From 1965-73, the trend rate
dropped to 2.3 percent per year and from 1973 through 1978, the rate dropped
to 0.9 percent per year.
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The productivity slowdown has been fairly pervasive, affecting most sectors.
Some sectors, such as mining and public utilities, have shown very marked decel-
eration and even declines since 1965. Others, such as construction (here the
measures are quite weak) and finance, insurance and real estate showed greater
deceleration in the 1965-73 period than in the most recent period. The accom-
panying table 1 shows the fall-off in the growth rates by major economic sector.

Of the 75 industries for which publishable indexes of productivity are avail-
able, over three-fourths had significant declines in their growth rates. The accom-
panying table 2 shows these industries ranked in order of their fall-off in
productivity growth during the most recent period, 1973-77 (the latest year for
which data on these industries are available). In general, the mining, trans-
portation and selected manufacturing industries, such as petroleum refining,
motors and generators, aluminum rolling and drawing, had the largest fal-off
In their productivity growth rates.

Why has productivity growth rate slackened?
Much attention has been focused on the reduction in productivity growth and

many explanations have been advanced for the slowdown. These have included
the effects of shifts in the industrial composition of the economy, changes in the
composition of the labor force, an apparent slowdown in capital-labor ratios, the
leveling off of research and development expenditures in the 1960's, the rising
price of energy after 1973, the diverting of investment to pollution abatement
expenditures in recent years, the maturation of many industries with little new
technology and even changes in attitudes toward work in our society.

There is no simple explanation for the decline and there is no general agree-
ment as to the quantitative impact of these various factors. In fact, if they were
aggregated in some fashion, they would probably overexplain the slowdown.
However, some of the more important ones we have looked at include changes in
the composition of the workforce, changes In the capital-labor ratios and the
inter-industry composition shifts. The business downturn affected the period
1974 through 1975 and had an impact on the growth rates but by 1978 recovery
had taken place and exceeded the levels of output which had been reached in
1973.

Large numbers of young people have entered the labor force during this period
of productivity fall-off. Their numbers have been so great that the profile of
the employees has been affected. The proportions of younger people (16-24), as
a percent of the workforce, increased from 19 percent in 1965 to 24 percent In
1973, and to 25 percent in 1978. To the extent that these new entrants have less
work experience than the rest of the workforce, their contribution to output
growth may initially be smaller. It is estimated that the changing age composition
contributes about 0.2 percentage points to the deceleration from 1965-73.

An important determinant of productivity growth historically has been the
increase in the capital stock which the workforce has had available to generate
increased output. Investment in equipment and structures has slowed in recent
years at the same time that there was a strong growth in employment and
hours. As a result, the capital-labor ratio (constant dollar stock of equipment
and structures per employee hour) which had been growing at a rate of 3.0 per-
cent per year from 1947-65 and 3.8 percent from 1965-73 fell to a rate of 1.7
percent from 1973-77. Changes in the growth of capital per worker did not con-
tribute to the 1965-73 productivity slowdown, but they did contribute to the
slowdown after 1973. Our estimates indicate that almost one-half of one per-
centage point of the fall-off since 1973 could have been associated with this
factor. The attached table 3 shows the different growth rates in the capital-labor
ratio during these periods. Table 4 shows the contribution to the change in labor
productivity for the nonfarm business sector as well as the contribution of
changes in the comnosition ef the ennitsl-Inhor stock. A more complete analysis
of the role of capital formation In the productivity slowdown Is contained In a
paper prepared by J. R. Norsworthy and Michael J. Harper entitled, "The Role of
Capital Formation in the Recent Productivity Slowdown." (Bureau of Labor
Statistics Working Paper No. 87. January 1979.)

Many influences contributed to the decline In investment during this period,
such as the economic downturn from 1974 through 1975 and the rise In energy
prices after 1973. Moreover, some of the new Investment has been made to meet
mandated pollution entrnl and safety standards and the impact of this capital
Investment is not reflected in the final output of the Industries. Therefore, the
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impact of the smaller Investment In capital stock on productivity growth was
further diminished. Of course, the benefits of this investment in less pollution
and fewer work-related injuries are not measured in the GNP nor in the meas-
ured productivity growth.

One area which has often been cited as the source of the fall-off in produc-
tivity growth-the shift to services-has not, in our opinion, had any effect.
There has been intersector shifts in the composition of the economy which have
had an effect on productivity growth, such as the shift in employment from the
farm to the nonfarm sector. This shift contributed about 15 percent or 0.4 per-
centage points to the productivity growth from 1947-O5. Since 1965, however,
that shift has virtually ended and no additional gains have been forthcoming.
As a result, part of the slowdown from 1965 to 1973 reflected that. However,
within the nonfarm sector, while shifts in employment have taken place to many
non-commodity producing sectors, this has had no impact on overall productivity
growth. The productivity levels of many of these sectors are above the levels of
many of the commodity-producing sectors.

Some research has been done on the impact of the other factors, such as
the reduction of R&D expenditures and the changes in the attitudes toward
work, but we believe that the quantitative impact of these factors on the produc-
tivity slowdown have not been clearly established.

TABLE 1.-PRODUCTIVITY GROWTH RATES, PRIVATE BUSINESS ECONOMY AND COMPONENT SECTORS, SELECTED
PERIODS

Growth rates: Average annual Average shares In private
rates of change (percent) business hours (percent of total)

1948-65 1965-73 1973-77 1948-65 1965-73 1973-77

Private business -3.2 2.3 1.1 100 100 100
Mining -4.2 2.0 -5.3 1 1 1
Construction I -2.9 -2.2 .4 6 7 7
Manufacturing -3.1 2.4 1.6 30 32 30

Durable -2.8 1.9 1.2 17 19 18
Nondurable -3.4 3.2 2.2 13 13 12

Transportation3 .3 2.9 .9 5 5 4
Communication- 5.5 4.8 7.0 1 2 2
Utilities -6.2 4.0 -. 4 1 1 1
Trade.2.7 3.0 .4 23 29 26

Wholesale -3.1 3.9 .1 6 7 7
Retail -2.4 2.3 .4 17 18 19

Finance, insurance, and real estate- 1.0 -.2 1.8 5 6 6
Services- 1.5 1.9 -.3 12 14 16
Government enterprises- -.8 .9 -.7 2 2 2
Agriculture- 5.6 5.4 4.3 12 6 5

' The output measures for these sectors as measured in the national income and product accounts are judged to be
inappropriate to support publishable productivity measures. BLS reports productivity for these sectors only as an aid to
understanding productivity movements In larger aggregates.

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

TABLE 2.-SELECTED INDUSTRIES, PRODUCTIVITY FALLOFF, 1973-77 FROM 1947-73, AVERAGE ANNUAL RATES
OF CHANGE

1973-77 Average Average
falloff annual annual
from rate of rate of

SIC code Industry 1947-73 change Year change Year

2065 -Candy and other confectionery products-- 8.5 3.6 1947-73 -4.9 1973-77
1011 Iron mining, usable ore -8.0 3.5 1947-73 -4.5 1973-77
1011 ..- I- ----- ron mining, crude ore---------- 7.7 4.8 1947-73 -2.9 1973-77
4213 PT ------ ::::Intercity trucking, general freight - 7.6 2.4 1954-73 -5.2 1973-75
111,121 - Coal mining -7.4 3.8 1947-73 -3.6 1973-77
121 - Bituminous coal and lignite mining 7.3 3.9 1947-73 -3.4 1973-77
142 -Crushed and broken stone -6.4 4.3 1958-73 -2.1 1973-77
2511,17 Wood household furniture- 5.9 3.0 1958-73 -2.9 1973-76
2911---------Petroleum reflning.------------ 5.6 5.7 1947-73 .1 1973-77
3351 -Copper rolling and drawing -5.4 3 4 1953-73 -2. 0 1973-77
3621 -Motors and generators -. 4 3.8 1954-73 -1.6 1973-76



231

TABLE 2.-SELECTED INDUSTRIES, PRODUCTIVITY FALLOFF, 1973-77 FROM 1947-73, AVERAGE ANNUAL RATES
OF CHANGE-Continued

1973-77 Average Average
falloff annual annual
from rate of rate of

SIC code Industry 1947-73 change Year change Year

491,92,93 - Gas and electric utilities -5. 1
401 Railroad transportation, revenue traffic -- 5.1
14 -Nonmetallic minerals except fuels 5.0
3211 Hydraulic cement- 4.9
3255 Clay refractories- 4.8
401 Railroad transportation, car miles 4.4
3353,54,55 Aluminum rolling and drawing 4.3
4511 Air transportation 3.9
3271, 72 Concrete products 3.7
325 Structural clay products 3.6
2611, 21, 31, 61 Paper, paperboard and pulp mills . 3.5
3273 Ready-mixed concrete 3. 5
3334 Primary aluminum 3.4
3645, 46,47,48 Lighting fixtures 3.4
331 Steel 3.4
3651 Radio and TV receiving sets . 3.2
3251,53, 59 Clay construction products 3.2
2041 Flour and other grain mill products 3.2
7011 Hotels, motels and tourist courts 3.2
54 Retail food stores . 2.7
251 Household furniture . 2. 5
3631, 32, 33, 39 Major household appliances . 2. 2
2421 Sawmills and planning mills, general 2.1
2435,36 Veneer and plywood 2.0
3331,32,33 Primary copoer, lead and zinc 1. 9
2514 Metal household furniture -- 1.8
721 Laundry and cleaning services . 1.6
205 . Bakery products 1. 5
2043 . Cereal breakfast foods 1. 5
203 Canning and preserving 1.4
314 Footwear 1.3
3011 Tires and inner tubes 1.2
58 Eating and drinking places 1.0
2121 ---------- Cigars .9
2045 Blended and prepared flour . .9
3641 Electric lamps. .8
3325, 25. . Steel foundries. .8
3321 Gray iron foundries. .7
2653 Corrugated and solid fiber boxes .6
2111, 21, 31 Tobacco products, total .6
2061, 62, 63 Sugar. .5
1021 Copper mining, crude ore .4
3221 Glass containers. .3
2834 Pharmaceutical preparations .2

1973-77
advance

from
1947-73

2044 Rice milling 0.1
2082 Malt Beverages .2
5511 Franchised new car dealers .3
2823, 24 Synthetic fibers .. 3
5541 Gasoline service stations. .4
371 Motor vehicles and equipment . .5
2111, 31 . Cigarettes, chewing and smoking tobacco .5
2515 Mattresses and bedsprings . .6
2512 Upholstered household furniture . 8
4213PT Intercity trucking. 9
204 Grain mill products I. I
1021 Copper mining recoverable metal. 1.3
2047, 48 Prepared feeds for animals and fowls 1.5
4811 Telephone communications 1.9
3411 Metal cans 2.5
2851 Paints and allied products 3.0
206 . Bottled and canned soft drinks 3.2
2251,52 Hosiery. --.-.---- 3.9
2046.--------Wet corn milling.------------ 7.5

6.4 1947-73
4.6 1947-73
4.2 1954-73
4.5 1947-73
3.8 1958-73
4.0 1947-73
6.1 1958-73
7.9 1947-73
3.8 1947-73
3.8 1958-73
4.1 1947-73
1.9 1953-73
3.7 1947-73
3.5 1961-73
2.2 1947-73
4.9 1958-73
3.8 1958-73
3.0 1947-73
2.4 1958-73
2.4 1958-73
2.6 1958-73
5.8 1958-73
2.9 1958-73
5. 1 1958-73
2.7 1947-73
2.3 1958-73
1.8 1958-73
2.1 1947-73
2.0 1963-73
3.2 1947.73
1.4 1947-73
3,7 1947-73
1.0 1958-73
5.0 1947-73
2.4 1963-73
2.2 2954-73
1.7 1954-73
2.5 1954-73
3.6 1958-73
3.0 1947-73
3.8 1947-73
4.1 1947-73
1.5 1947-73
4.9 1963-73

1.3 1973-77
-. 5 1973-77
-. 8 1973-77
-. 4 1973-77

-1. 0 1973-77
-. 4 1973-77
1.8 1973-77
4.0 1973-77

1 1973-76
2 1973-77

.6 1973-77
-1.6 1973-76

3. 1973-77
1 1973-76

-1.2 1973-77
1.7 1973-76
.6 1973-77

-.2 1973-77
-.8 1973-77
-.3 1973-77

.1 1973-77
3.6 1973-77
.8 1973-77

3. 1 1973-76
0.8 1973-77
.5 1973-76
2. 1973-77

.6 1973-77
.5 1973-76

1.8 1973-76
.1 1973-77

2.5 1973-77
-0 1973-77

4. 1 1973-77
1.5 1973-76
1.4 1973-77
.9 1973-77

1. 1973-77
3.0 1973-77
2.4 1973-77
3.3 1973-77
3.7 1973-77
1.2 1973-77
4.7 1973-77

2.9 1963-73 3.0 1973-76
5.1 1974-72 5. 3 1973-77
3.0 1958-73 3.3 1973-77
6.1 1957-73 6.4 1973-77
3.8 1958-73 4.2 1973-77
3.9 1957-73 4.4 1973-77
1.5 1947-73 2.0 1973-77
3.7 1958-73 4.3 1973-76
1.6 1958-73 2.4 1973-76
2.8 1954-73 3.7 1973-77
3.3 1963-73 4. 4 1973-76
2.2 1947-73 3.5 1973-77
3.8 1963-73 5.3 1973-76
5.9 1951-73 7.8 1973-77
2.3 1947-73 4.8 1973-77
2.7 1958-73 5.7 1973-76
2.2 1958-73 5. 4 1973-77
5.5 1947-73 9. 4 1973-77
3.5 1963-73 11.0 1973-76

Source: Bureau of Labor Statistics, U.S. Department of Labor.
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TABLE 3.-PRODUCTIVITY AND RELATED MEASURES, SELECTED PERIOD, 1948-78, AVERAGE ANNUAL RATES OF
CHANGE

Gross capital stock basis 2 Net capital stock basis
Labor Capital/ Capital Capital/ Capital

Praduc- Employ- Labor Gross labor Produc- Net labor productPeriod tivity I ments inputs stock ratio tivity stock s ratio tivit

Private business sector:
1948-65. 3.30 . 0.71 0.38 2.67 2.34 1.00 3.05 2.71 0.631965-73 2.34 2.08 1.44 3.84 2.39 -. 06 4.31 2.86 -. 511973-78 .92 1.95 1.42 2.84 1.50 -. 48 2.41 1.07 -. 07Nonfarm business sector:
1948-45 2.72 1.28 1.09 2.74 1.71 1.08 3.14 2.10 .691965-73 2.03 2.45 1.84 3.97 2.12 -.09 4.45 2.59 -.551973-78 .83 2.11 1.57 2.89 1.40 -.47 2.44 .96 -.04

Output employment and hours for Government enterprises are excluded from this analysis because correspondingcapital measures are not available.
2 BEA estimates of pollution abatement capital available on net basis only. No estimate of pollution abatement capitalis available for farm sector.
Aggregate stock of equipment and structures.

Source: Bureau of Labor Statistics, U.S. Department of Labor, June 1979.

TABLE 4.-DECOMPOSITION OF LABOR PRODUCTIVITY BY COMPENSATION-SHARE WEIGHTED INTERSECTOR
SHIFTS, THE CAPITAL LABOR RATIO, AND RESIDUAL PRODUCTIVITY CHANGE

Shifts in Inter- Inter-
Growth in asset types sectional Total effect sectoral

captal/ (times shifts In of capital shifts In
labor ratio capital's capital formation labor

Growth In (times share) (tmes (KLR (times
labor capital's (including capitals percent plus labor's

productivit share interest shore) SA shore)
(LP (KLR (SA (SK percent plus (SL ResidualSector period percent) percent) percent) percent) SK percent) percent) (R percent)

Private business:
1948-55 - 3. 160 0.77 0.13 0.12 1.02 0.31 2. 261955-65 -. 3.14 .75 .01 .12 .88 .21 2. 041965-73. -. 2.34 .75 .10O .18 1.03 .15 1. 151973-781 - .92 .21 .05 .03 .29 -.0 2 0. 65

Nonfarm business:
1948-55 - 2.89 .62 .09 .03 .74 .00 2.151955-65 -2.68 .72 .02 -.02 .72 -. 04 2. 011965-73 -2.03 .75 .08 .0 . .92 .00 1. 11
1973-78 -. 83 .21 .04 .00 .25 -.07 .65

Intersectoral shifts in labor and hours in Government enterprises are estimated for 1978.
Source: Bureau of Labor Statistics, U.S. Department of Labor, June 1979.

Senator JAvITs. As one Senator, I'd like to encourage you greatly to
work with the National Academy of Sciences' committee. That's why
I say what I do. I know of no problem in our economy greater than
this one. This is the central cancer; and until we exercise it, we're not
going to get on top of inflation.

You know, we may think we are, by cutting the deficit, which I
am all for-anything you can do to lessen the pain is helpful-but
that's the essence.

Ms. NORWOOD. I agree with you completely, Senator Javits. It's a
scenario we're very much interested in.

Senator JAVITS. It's something I've been hitting hard for a long
time, and now I'm glad it's beginning to be so recognized. I deeply
appreciate your view, Ms. Norwood, and you can be very helpful in
this in laying bare the facts which will finally convince us that this
is the basis of it.
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I always say-and I know it's true; it's not said in denigration-
Government takes; business makes. And, if business doesn't make,
you're simply going to print money.

Thank you, very much.
Senator SARBANES. Commissioner, I have just a couple of questions

to conclude. One, have you seen any trends in teenage job seeking in
recent years, in terms of the percentages seeking jobs or the percent-
ages working, going to school, versus the summertime. Is there any sig-
nificant trend, any differences, between white and black youth? Are
there any comments you can make on that subject? ,

Mr. STEIN. In the last couple of years, during the period when we
had a strong employment program, black employment among the teen-
age group has been rising, but actually the numbers coming into the
labor force have also been rising. It's been impossible to get the unem-
ployment rate down for young people. There's really been a big reser-
voir of young black people previously out of the labor force who have
been moving in.

Senator SARBANES. Well, they were out of the labor force simply
because they didn't think there was any purpose in being in it, because
they didn't think there were any jobs to be found. Is that correct?

Mr. STEIN. That's probably right.
Senator SARBANES. Would that be a realistic assumption ?
Ms. NORWOOD. That's probably correct.
Senator SARBANES. Based on past experience, what percentage of

teenagers do you expect will receive Government-supported jobs this
summer? What percentage will find jobs on their own in the private
sector, and what percent will be unable to find jobs?

Ms. NORWOOD. We don't have any figures on that, sir.
Senator SARBANEs. Do you have any figures on how long it takes a

person to get his or here first job? How long they have to look in the
society before they're able to get a first job ?

MS. Nonwoon. We have done some work on job search, but I don't
know that we have anything on the very first job. We could check that
and see if we could submit something for the record.

Senator SARBANES. For example, if we go to speak to a high school
senior class or college senior class, and one of those students in each
place were to say to us: "Well, I'm getting out of here in a couple of
weeks' time, and I'm going to be looking for a job; how long do you
think it's going to take me to find a job; how long will I have to
look? "-what's the most accurate estimate we could give that young
man or woman?

Ms. NORWOOD. I don't know that we can even give any kind of esti-
mate, because it all depends so much on changes in the economy. We
do know that a number of private agencies have reported that there
has been a considerable increase in past months in recruitment efforts
by private business. We have a program of occupational outlook which
looks at projections 10 or 15 years ahead. and there certainly are some
things which can be said from that. But it's very difficult to have any
specific kind of information.

I think that one of the things that needs to be done is to emphasize
to people the need to be flexible about taking job opportunities, par-
ticularly college-educated people.
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Senator SAmANEs. It is my own view that this is one of the things
that is just destroying morale in a significant portion of our popula-
tion, and that if you don't offer people the opportunity to work and
get them moving on that track and develop the work habits that come
out of it, you're just creating a problem for the future.

And along that line, I see in table A-6, where you talk about
unemployment by sex and age, and you break the ages down, if you
look at those that are unemployed, 20 to 24 and 25 years and over, and
so forth, is it accurate to assume that those people were unemployed
in the 16 to 19 age group, although the figure drops because some of
them pick up on employment as they go, that you start off with that
mass of unemployed in that 16 to 19 group, and that that in effect
carries through in subsequent age groups? It becomes a burden you're
constantly trying to work off; is that an accurate assumption?

Ms. NORWOOD. I think that clearly there is a problem. There are a
lot of teenagers who are not developing employment experience, and
when they get to be older-25 years old-many of them will not have
had the employment experience that prime-age workers frequently
have.

On the other hand, we have to remember that there is a lot of flow
in and out of the labor force, and in and out of employment. And so,
when we talk about the unemployed, we're not always talking about
exactly the same people.

Senator SARBANES. I think that observation underscores the thrust
of what Congressman Mitchell was saving earlier.

Does anyone else have any questions? [No response.] Commissioner,
we thank you. Are there any comments that you want to add at the end ?

Ms. NoRwooD. No, sir. And thank you, Senator.
Senator SARBANES. We appreciate your appearance this morning.

Thank you.
[Whereupon, at 1:15 p.m., the committee adjourned, subject to the

call of the Chair.]
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